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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION
This document includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934. Forward-looking statements are based on management’s
beliefs and assumptions. These forward-looking statements are identified by terms and phrases such as “anticipate,”
“believe,” “intend,” “estimate,” “expect,” “continue,” “should,” “could,” “may,” “plan,” “project,” “predict,” “will,” “potential
“guidance,” “outlook,” and similar expressions. Forward-looking statements involve risks and uncertainties that may cause
actual results to be materially different from the results predicted. Factors that could cause actual results to differ
materially from those indicated in any forward-looking statement include, but are not limited to:
State, federal and foreign legislative and regulatory initiatives, including costs of compliance with existing and future
environmental requirements or climate change, as well as rulings that affect cost and investment recovery or have an
impact on rate structures or market prices;
The extent and timing of the costs and liabilities relating to the Dan River ash basin release and compliance with
current and any future regulatory changes related to the management of coal ash;
The ability to recover eligible costs, including those associated with future significant weather events, and earn an
adequate return on investment through the regulatory process;
The costs of decommissioning nuclear facilities could prove to be more extensive than are currently identified and all
costs may not be fully recoverable through the regulatory process;
The risk that the credit ratings of the company 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
customer usage patterns, including energy efficiency efforts and use of alternative energy sources, including
self-generation and distributed generation technologies;
Additional competition in electric markets and continued industry consolidation;
Political and regulatory uncertainty in other countries in which Duke Energy conducts business;
The influence of weather and other natural phenomena on operations, including the economic, operational and
other effects of severe storms, hurricanes, droughts and tornadoes;
The ability to successfully operate electric generating facilities and deliver electricity to customers;
The impact on facilities and business from a terrorist attack, cybersecurity threats, data security breaches, and other
catastrophic events;
The inherent risks associated with the operation and potential construction of nuclear facilities, including
environmental, health, safety, regulatory and financial risks;
The timing and extent of changes in commodity prices, interest rates and foreign currency exchange rates and the
ability 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 and general 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 Registrants’ capital investment
projects in existing and new generation facilities, including risks related to financing, obtaining and complying with
terms of permits, meeting construction budgets and schedules, and satisfying operating and 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;
£mployee workforce factors, including the potential inability to attract and retain key personnel;
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The ability of subsidiaries to pay dividends or distributions to Duke Energy Corporation holding company (the
Parent);

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

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

The impact of potential goodwill impairments;

The ability to reinvest prospective undistributed earnings of foreign subsidiaries or repatriate such earnings on a
tax-efficient basis; and

The ability to successfully complete future merger, acquisition or divestiture plans.
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In light of these risks, uncertainties and assumptions, the events described in the forward-looking statements 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; the Duke Energy Registrants undertake no obligation to publicly update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise that occur after that
date.
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The following terms or acronyms used in this Form 10-K are defined below:

Term or Acronym

the 2010 Plan

the 2012 Edwardsport

settlement

the 2012 Settlement

the 2013 Settlement

ACP
AFUDC
Aguaytia
AHFS
ALJ
ANEEL
AOCI
ASU
Board of Directors
Bison
Brunswick
CAA
CAIR
Calpine

Catawba

Catawba Riverkeeper

CCR

Definition
Duke Energy’s 2010 Long-Term Incentive Plan

Settlement agreement in 2012 among Duke Energy Indiana, the OUCC, the Duke
Energy Indiana Industrial Group and Nucor Steel-Indiana

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

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

Atlantic Coast Pipeline

Allowance for Funds Used During Construction
Aguaytia Integrated Energy Project

Assets held for sale

Administrative Law Judge

Brazilian electricity regulatory agency
Accumulated Other Comprehensive Income
Accounting standard update

Duke Energy Board of Directors

Bison Insurance Company Limited
Brunswick Nuclear Station

Clean Air Act

Clean Air Interstate Rule

Calpine Corporation

Catawba Nuclear Station

Catawba Riverkeeper Foundation, Inc.

Coal Combustion Residuals



CCS

CECPCN

CEO

Cinergy

CoO,

Coal Ash Act

Coal Ash Commission
COL

the Company
Consolidated Complaint
CPP

CRC

CRES

Crescent

Crystal River Unit 3
CSAPR

CWA

DB

D.C. Circuit Court

Edgar Filing: Duke Energy CORP - Form 10-K

Carbon Capture and Storage

Certificate of Environmental Compatibility and Public Convenience and Necessity
Chief Executive Officer

Cinergy Corp. (collectively with its subsidiaries)

Carbon Dioxide

North Carolina Coal Ash Management Act of 2014

Coal Ash Management Commission

Combined Construction and Operating License

Duke Energy Corporation and its' subsidiaries

Corrected Verified Consolidated Shareholder Derivative Complaint
Clean Power Plan

Cinergy Receivables Company, LLC

Competitive Retail Electric Supplier

Crescent Resources LLC

Crystal River Unit 3 Nuclear Station

Cross-State Air Pollution Rule

Clean Water Act

Defined Benefit (Pension Plan)

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

10



DEBS
DECAM
DECS
DEFR
DEGS

DEIGP

Deloitte

DENR
DEPR

DERF

Disposal Group

DOE
Dominion
DSM

Duke Energy

Duke Energy Audit
Committee

Duke Energy Carolinas

Duke Energy Defendants

Duke Energy Florida
Duke Energy Indiana
Duke Energy Kentucky

Duke Energy Ohio
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Duke Energy Business Services, LLC

Duke Energy Commercial Asset Management, Inc.
Duke Energy Corporate Services

Duke Energy Florida Receivables Company, LL.C
Duke Energy Generation Services, Inc.

Duke Energy International Geracao Paranapenema S.A.

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

Department of Environment and Natural Resources
Duke Energy Progress Receivables Company, LLC
Duke Energy Receivables Finance Company, LL.C

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

U.S. Department of Energy
Dominion Resources
Demand Side Management

Duke Energy Corporation (collectively with its subsidiaries)

Audit Committee of the Board of Directors

Duke Energy Carolinas, LLC

Several current and former Duke Energy officers and directors named as defendants in
the Consolidated Complaint

Duke Energy Florida, Inc.
Duke Energy Indiana, Inc.
Duke Energy Kentucky, Inc.

Duke Energy Ohio, Inc.
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Duke Energy Progress

Duke Energy Registrants

Duke Energy Retail
Duke Energy Vermillion
DukeNet

Dynegy

EE

EGU

EIP

Electric Settlement
ELG

EMC

EPA

EPC

EPS

ESP

ETR

Exchange Act
FASB

FERC

Edgar Filing: Duke Energy CORP - Form 10-K

Duke Energy Progress, Inc.

Duke Energy, Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke
Energy Florida, Duke Energy Ohio, and Duke Energy Indiana

Duke Energy Retail Sales, LLC

Duke Energy Vermillion II, LLC

DukeNet Communications Holdings, LLC

Dynegy Inc.

Energy efficiency

Electric Generating Units

Progress Energy’s Equity Incentive Plan

Settlement agreement in 2013 among Duke Energy Ohio and all intervening parties
Effluent Limitation Guidelines

North Carolina Environmental Management Commission
U.S. Environmental Protection Agency

Engineering, Procurement and Construction agreement
Earnings Per Share

Electric Security Plan

Effective tax rate

Exchange Act of 1934

Financial Accounting Standards Board

Federal Energy Regulatory Commission

12



Fitch

Florida Global Case

Florida Municipal Joint

Owners

Form S-3

FPSC

FRR

FTR

GAAP

Gas Settlement

GBRA

GHG

Global

GPC

GWh

Harris

HB 998

Hines

IAP

IBAMA

Ibener

IBNR

IC
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Fitch Ratings, Inc.

Litigation case filed in the Circuit Court for Broward County, Florida by U.S. Global,
LLC

Seminole Electric Cooperative, Inc., City of Ocala, Orlando Utilities Commission, City
of Gainesville, City of Leesburg, Kissimmee Utility Authority, Utilities Commission of
the City of New Smyrna Beach, City of Alachua and City of Bushnell

registration statement

Florida Public Service Commission

Fixed Resource Requirement

Financial transmission rights

Generally Accepted Accounting Principles in the United States

Settlement agreement in 2013 among Duke Energy Ohio, PUCO Staff and intervening
parties

Generation Base Rate Adjustment recovery mechanism
Greenhouse Gas

U.S. Global, LLC

Georgia Power Company

Gigawatt-hours

Shearon Harris Nuclear Station

North Carolina House Bill 998

Hines Energy Complex

State Environmental Agency of Parana

Brazil Institute of Environment and Renewable Natural Resources
Iberoamericana de Energia Ibener, S.A.

Incurred but not yet reported

Internal combustion

13



IGCC

Interim FERC Mitigation

IRP

IRS

ISFSI

ISO

ITC

IURC

Investment Trusts

JDA

Joint Intervenors

KPSC

kv

kWh

Lee Nuclear Station
Levy

Legacy Duke Energy
Directors

LIBOR
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Integrated Gasification Combined Cycle

Interim firm power sale agreements mitigation plans related to the Progress Energy
merger

Integrated Resource Plans

Internal Revenue Service

Independent Spent Fuel Storage Installation

Independent System Operator

Investment Tax Credit

Indiana Utility Regulatory Commission

Grantor trusts of Duke Energy Progress, Duke Energy Florida and Duke Energy Indiana
Joint Dispatch Agreement

Intervenors in matters related to the Edwardsport IGCC Plan, including the Citizens
Action Coalition of Indiana, Inc., Sierra Club, Inc., Save the Valley, Inc., and Valley
Watch, Inc.

Kentucky Public Service Commission

Kilovolt

Kilowatt-hour

William States Lee III Nuclear Station

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

Members of the pre-merger Duke Energy Board of Directors

London Interbank Offered Rate

Long-Term FERC MitigationThe revised market power mitigation plan related to the Progress Energy merger

MATS

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

14



Mcft
McGuire
MGP
MISO
MMBtu
Moody’s
MTBE
MTEP
MW
MVP
MWh
NASDAQ
NCAG
NCEMC
NCEMPA
NCRC
NCSC
NCUC
NC WARN
NDTF
NEIL
NMC
NOL

NO

X
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Thousand cubic feet

McGuire Nuclear Station

Manufactured gas plant

Midcontinent Independent System Operator, Inc.
Million British Thermal Unit

Moody’s Investor Service, Inc.

Methyl tertiary butyl ether

MISO Transmission Expansion Planning
Megawatt

Multi Value Projects

Megawatt-hour

Nasdaq Composite

North Carolina Attorney General

North Carolina Electric Membership Corporation
North Carolina Eastern Municipal Power Agency
Florida’s Nuclear Cost Recovery Clause

North Carolina Supreme Court

North Carolina Utilities Commission

N.C. Waste Awareness and Reduction Network
Nuclear decommissioning trust funds

Nuclear Electric Insurance Limited

National Methanol Company

Net operating loss

Nitrogen oxide
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NPNS
NRC
NSR
NWPA
NYSE
Oconee
Ohio EPA
OPC
OPEB

ORS

Osprey Plant acquisition

oucc
OVEC
the Parent
PESC

PIM

Plea Agreements

Progress Energy
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Normal purchase/normal sale

U.S. Nuclear Regulatory Commission
New Source Review

Nuclear Waste Policy Act of 1982

New York Stock Exchange

Oconee Nuclear Station

Ohio Environmental Protection Agency
Florida Office of Public Counsel

Other Post-Retirement Benefit Obligations
South Carolina Office of Regulatory Staff

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

Office of Utility Consumer Counselor

Ohio Valley Electric Corporation

Duke Energy Corporation Holding Company

Progress Energy Service Company

PJM Interconnection, LLC

Plea Agreements entered into by Duke Energy Carolinas and Duke Energy Progress in
connection with a criminal investigation related to the Dan River ash basin release and

the management of coal ash basins in North Carolina

Progress Energy, Inc.
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PSA

PSCSC
Public Staff
PUCO
PURPA

QF

QUIPS

RCA

RCRA
Relative TSR
the Resolutions
Robinson

RTO

SAFSTOR

SCDHEC

SEC

SELC

Segment Income
SO,

SOA

Spectra Energy

Spectra Capital
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Purchase sale agreement

Public Service Commission of South Carolina

North Carolina Utilities Commission Public Staff

Public Utilities Commission of Ohio

Public Utility Regulatory Act of 1978

Qualifying Facility

Quarterly Income Preferred Securities

Revolving Credit Agreement

Resource Conservation and Recovery Act

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

Proposed resolutions promulgated by the Brazilian electricity regulatory agency
Robinson Nuclear Station

Regional Transmission Organization

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

South Carolina Department of Health and Environmental Control

Securities and Exchange Commission

Southern Environmental Law Center

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

Society of actuaries

Spectra Energy Corp.

Spectra Energy Capital, LLC (formerly Duke Capital LLC)

17



S&P
SSO

State Utility Commissions

Subsidiary Registrants

Supreme Court

Sutton

Suwannee project

TSR

U.S.

USDOJ

VDEQ
VEBA I
Vermillion
VIE

VSP
WACC

WVPA
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Standard & Poor’s Rating Services
Standard Service Offer
NCUC, PSCSC, FPSC, PUCO, IURC and KPSC (Collectively)

Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Florida,
Duke Energy Ohio and Duke Energy Indiana

U.S. Supreme Court
L.V. Sutton combined cycle facility

Proposed 320 MW combustion turbine plant at Duke Energy Florida's Suwannee
generating facility

Total shareholder return

United States

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

Virginia Department of Environmental Quality

Duke Energy Corporation Employee Benefits Trust

Vermillion Generating Station

Variable Interest Entity

Voluntary Severance Plan

Weighted Average Cost of Capital

Wabash Valley Power Association, Inc.

18
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PART I

ITEM 1. BUSINESS
DUKE ENERGY

General

Duke Energy Corporation (collectively with its subsidiaries, Duke Energy) is an energy company headquartered in
Charlotte, North Carolina, subject to regulation by the Federal Energy Regulatory Commission (FERC). Duke Energy
operates in the United States (U.S.) and Latin America primarily through its direct and indirect subsidiaries. Duke
Energy's subsidiaries include its subsidiary registrants (collectively referred to as the Subsidiary Registrants); Duke
Energy Carolinas, LLC (Duke Energy Carolinas); Progress Energy, Inc. (Progress Energy); Duke Energy Progress,
Inc. (Duke Energy Progress); Duke Energy Florida, Inc. (Duke Energy Florida); Duke Energy Ohio, Inc. (Duke
Energy Ohio); and Duke Energy Indiana, Inc. (Duke Energy Indiana). When discussing Duke Energy’s consolidated
financial information, it necessarily includes the results of its Subsidiary Registrants, which along with Duke Energy,
are collectively referred to as the Duke Energy Registrants.

On August 21, 2014, Duke Energy entered into an agreement to sell its nonregulated Midwest generation business
(Disposal Group) to Dynegy Inc. (Dynegy) for approximately $2.8 billion in cash subject to adjustments at closing for
changes in working capital and capital expenditures. The Disposal Group primarily includes Duke Energy Ohio's
coal-fired and gas-fired generation assets located in the Midwest region of the United States and dispatched into the
PJM wholesale market. These assets earn energy and capacity revenue at market price. The Disposal Group also
includes a retail sales subsidiary of Duke Energy, Duke Energy Retail Sales, LLC (Duke Energy Retail), which is
certified as a Competitive Retail Electric Supplier (CRES) provider in Ohio. Duke Energy Retail serves retail electric
and gas customers in Ohio with energy and provides other energy services at competitive rates. Completion of the
transaction is conditioned on approval by FERC. The transaction is expected to close by the end of the second quarter
of 2015. For additional information on the Midwest generation business disposition see Note 2 to the Consolidated
Financial Statements, "Acquisitions, Dispositions and Sales of Other Assets."

The Duke Energy Registrants electronically file reports with the Securities and Exchange Commission (SEC),
including annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxies and
amendments to such reports.

The public may read and copy any materials the Duke Energy Registrants file with the SEC at the SEC’s Public
Reference Room at 100 F Street, NE, Washington, DC 20549. The public may obtain information on the operation of
the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC also maintains an Internet site that
contains reports, proxy and information statements, and other information regarding issuers that file electronically
with the SEC at http://www.sec.gov. Additionally, information about the Duke Energy Registrants, including reports
filed with the SEC, is available through Duke Energy’s website at http://www.duke-energy.com. Such reports are
accessible at no charge and are made available as soon as reasonably practicable after such material is filed with or
furnished to the SEC.

Business Segments

Duke Energy conducts its operations in three business segments; Regulated Utilities, International Energy and
Commercial Power. The remainder of Duke Energy’s operations are presented as Other. Duke Energy’s chief operating
decision maker regularly reviews financial information about each of these business segments in deciding how to
allocate resources and evaluate performance. For additional information on each of these business segments, including
financial and geographic information, see Note 3 to the Consolidated Financial Statements, “Business Segments.”
The following sections describe the business and operations of each of Duke Energy’s reportable business segments, as
well as Other.

REGULATED UTILITIES

Regulated Utilities conducts operations primarily through Duke Energy Carolinas, Duke Energy Progress, Duke
Energy Florida, Duke Energy Indiana, and Duke Energy Ohio. These electric and gas operations are subject to the
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rules and regulations of the FERC, the North Carolina Utilities Commission (NCUC), the Public Service Commission

of South Carolina (PSCSC), the Florida Public Service Commission (FPSC), the Indiana Utility Regulatory

Commission (IURC), the Public Utilities Commission of Ohio (PUCO), and the Kentucky Public Service Commission

(KPSC).

Regulated Utilities serves 7.3 million retail electric customers in six states in the Southeast and Midwest regions of the

U.S. Its service area covers approximately 95,000 square miles with an estimated population of 23 million people.
Regulated Utilities serves 500,000 retail natural gas customers in southwestern Ohio and northern Kentucky.
Electricity is also sold wholesale to incorporated municipalities, electric cooperative utilities and other load-serving
entities.

The following table represents the distribution of billed sales by customer class for the year ended December 31,
2014.

Duke Duke Duke Duke Duke
Energy Energy Energy Energy Energy
Carolinas,)  Progress,,  Florida, Ohio, Indiana )
Residential 32 %29 % 49 % 36 % 28
General service 32 %24 % 39 % 39 % 25
Industrial 25 %16 % 8 % 24 % 32
Total retail sales 89 % 69 % 96 % 99 % 85
Wholesale and other sales 11 %31 % 4 % 1 % 15
Total sales 100 % 100 % 100 % 100 % 100

Primary general service sectors include health care, education, financial services, information technology and
(a)military buildings. Primary industrial sectors include textiles, chemicals, rubber and plastics, paper, food and
beverage, and auto manufacturing.
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Primary general service sectors include tourism, health care and government facilities and schools. Primary
industrial sectors include phosphate rock mining and processing and citrus and other food processing.
Primary general service sectors include health care, education, real estate and rental leasing, financial and insurance
(c)services, water/wastewater services, and wholesale trade services. Primary industrial sectors include aerospace,
primary metals, chemicals and food.
Primary general service sectors include retail, financial, healthcare and education services. Primary industrial
(d)sectors include primary and fabricated metals, transportation equipment, building materials, food and beverage,
stone/clay/glass, and chemicals.
The number of residential, general service and industrial customers within the Regulated Utilities service territory is
expected to increase over time. However, growth in the near term has been hampered by current economic conditions.
Average usage per residential customer is expected to remain flat or decline for the foreseeable future. While total
industrial and general service sales increased in 2014 when compared to 2013, the growth rate was modest when
compared to historical periods.
Seasonality and the Impact of Weather
Regulated Utilities’ costs and revenues are influenced by seasonal patterns. Peak sales of electricity occur during the
summer and winter months, resulting in higher revenue and cash flows in these periods. By contrast, lower sales of
electricity occur during the spring and fall, allowing for scheduled plant maintenance. Peak gas sales occur during the
winter months. Residential and general service customers are most impacted by weather. Estimated weather impacts
are based on actual current period weather compared to normal weather conditions. Normal weather conditions are
defined as the long-term average of actual historical weather conditions.
The estimated impact of weather on earnings is based on the number of customers, temperature variances from a
normal condition and customers’ historic usage levels and patterns. The methodology used to estimate the impact of
weather does not and cannot consider all variables that may impact customer response to weather conditions such as
humidity and relative temperature changes. The precision of this estimate may also be impacted by applying long-term
weather trends to shorter-term periods.
Degree-day data are used to estimate energy required to maintain comfortable indoor temperatures based on each day’s
average temperature. Heating-degree days measure the variation in weather based on the extent the average daily
temperature falls below a base temperature. Cooling-degree days measure the variation in weather based on the extent
the average daily temperature rises above the base temperature. Each degree of temperature below the base
temperature counts as one heating-degree day and each degree of temperature above the base temperature counts as
one cooling-degree day.
Competition
Retail
Regulated Utilities’ businesses operate as the sole supplier of electricity within their service territories, with the
exception of Ohio, which has a competitive electricity supply market for generation service. Regulated Utilities owns
and operates facilities necessary to transmit and distribute electricity and, except in Ohio, to generate electricity.
Services are priced by state commission approved rates designed to include the costs of providing these services and a
reasonable return on invested capital. This regulatory policy is intended to provide safe and reliable electricity at fair
prices. Competition in the regulated electric distribution business is primarily from on-site generation of industrial
customers and distributed generation, such as rooftop solar, at residential, general service and/or industrial customer
sites.
Regulated Utilities is not aware of any proposed legislation in any jurisdiction that would give its retail customers the
right to choose their electricity provider or otherwise restructure or deregulate the electric industry.
Although there is no pending legislation at this time, if the retail jurisdictions served by Regulated Utilities become
subject to deregulation, the recovery of stranded costs could become a significant consideration. Stranded costs
primarily include the generation assets of Regulated Utilities whose value in a competitive marketplace may be less
than their current book value, as well as above-market purchased power commitments from qualifying facilities (QFs).
The Public Utility Regulatory Policies Act of 1978 (PURPA) established a new class of generating facilities as QFs,

(b)
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typically small power production facilities that generate power within a utility company’s service territory for which
the utility companies are legally obligated to purchase the energy at an avoided cost rate. Thus far, all states that have
passed restructuring legislation have provided for the opportunity to recover a substantial portion of stranded costs.
Regulated Utilities’ largest stranded cost exposure is primarily related to Duke Energy Florida’s purchased power
commitments with QFs, under which it has future minimum expected capacity payments through 2025 of $2.2 billion.
Duke Energy Florida was obligated to enter into these contracts under provisions of PURPA. Duke Energy Florida
continues to seek ways to address the impact of escalating payments under these contracts. However, the FPSC allows
full recovery of the retail portion of the cost of power purchased from QFs. For additional information related to these
purchased power commitments, see Note 5 to the Consolidated Financial Statements, “Commitments and
Contingencies.”

In Ohio, Regulated Utilities conducts competitive auctions for electricity supply. The cost of energy purchased
through these auctions is recovered from retail customers. Regulated Utilities earns retail margin in Ohio on the
transmission and distribution of electricity only and not on the cost of the underlying energy.

Wholesale

Regulated Utilities competes with other utilities and merchant generators for bulk power sales, sales to municipalities
and cooperatives, and wholesale transactions. The principal factors in competing for these sales are price, availability
of capacity and power, and reliability of service. Prices are influenced primarily by market conditions and fuel costs.
Increased competition in the wholesale electric utility industry and the availability of transmission access could affect
Regulated Utilities’ load forecasts, plans for power supply and wholesale energy sales and related revenues. Wholesale
energy sales will be impacted by the extent to which additional generation is available to sell to the wholesale market
and the ability of Regulated Utilities to attract new customers and to retain existing customers.
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Energy Capacity and Resources

Regulated Utilities owns approximately 50,000 megawatts (MW) of generation capacity. For additional information
on Regulated Utilities’ generation facilities, see Item 2, “Properties.”

Energy and capacity are also supplied through contracts with other generators and purchased on the open market.
Factors that could cause Regulated Utilities to purchase power for its customers include generating plant outages,
extreme weather conditions, generation reliability, growth, and price. Regulated Utilities has interconnections and
arrangements with its neighboring utilities to facilitate planning, emergency assistance, sale and purchase of capacity
and energy, and reliability of power supply.

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

Recently Completed Generation Projects

The additional capacity from recently completed generation projects allowed Regulated Utilities to retire or plan to
retire older, less efficient capacity. The following table summarizes the generation projects constructed and placed in
service during the past three years.

Commercial Cost
Megawatts Fuel . (in
Operation o
millions)

Duke Energy Carolinas Cliffside Unit 6 844 Coal 2012 $2,100
Duke Energy Carolinas Dan River Combined Cycle 637 Natural Gas 2012 675
Duke Energy Progress H.F. Lee Combined Cycle 916 Natural Gas 2012 725
Duke Energy Progress L.V. Sutton Combined Cycle 622 Natural Gas 2013 575
Duke Energy Indiana  Edwardsport IGCC 595 Coal 2013 3,550
Total 3,614 $7,625

Potential Plant Retirements
The Subsidiary Registrants periodically file Integrated Resource Plans (IRP) with state regulatory commissions. The
IRPs provide a view of forecasted energy needs over a long term (10 to 20 years) and options being considered to
meet those needs. Recent IRPs filed by the Subsidiary Registrants included planning assumptions to potentially retire
certain coal-fired generating facilities earlier than their current estimated useful lives. These facilities do not have the
requisite emission control equipment, primarily to meet United States Environmental Protection Agency (EPA)
regulations recently approved or proposed. These facilities total approximately 1,704 MW at three sites. Duke Energy
continues to evaluate the potential need to retire these coal-fired generating facilities earlier than the current estimated
useful lives, and plans to seek regulatory recovery for amounts that would not be otherwise recovered when any of
these assets are retired. For additional information related to potential plant retirements see Note 4 to the Consolidated
Financial Statements, ‘“Regulatory Matters.”
Sources of Electricity
Regulated Utilities relies principally on coal, natural gas and nuclear fuel for its generation of electricity. The
following table lists sources of electricity and fuel costs for the three years ended December 31, 2014.

Cost of Delivered Fuel per Net

Generation by Source@®(©) Kilowatt-hour Generated
(Cents)@(©)
2014 2013 2012 2014 2013 2012
Coal® 36.5 % 35.7 % 39.1 % 3.54 3.67 3.55
Nuclear®) 28.4 % 28.7 % 30.8 % 0.65 0.66 0.62
Gas and o0il® 20.8 % 21.3 % 14.0 % 4.70 4.18 4.03
85.7 % 85.7 % 83.9 % 2.86 2.79 2.55
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All fuels (cost-based on weighted

average)®

Hydroelectric and solar(®) 0.9 % 1.5 % 0.8 %
Total generation 86.6 % 87.2 % 84.7 %
Purchased power and net interchange@®  13.4 % 12.8 % 15.3 %
Total sources of energy 100.0 % 100.0 % 100.0 %

(a) Statistics include Duke Energy Progress and Duke Energy Florida beginning July 2, 2012.

(b) Statistics related to all fuels reflect Regulated Utilities' ownership interest in jointly owned generation facilities.

(c)Generating figures are net of output required to replenish pumped storage facilities during off-peak periods.

(d)Purchased power includes renewable energy purchases.

© Includes the effect of the Joint Dispatch Agreement (JDA) and Mitigation sales. Mitigation sales are excluded from
the Regulated Utilities segment.
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Coal

Regulated Utilities meets its coal demand through a portfolio of long-term purchase contracts and short-term spot
market purchase agreements. Large amounts of coal are purchased under long-term contracts with mining operators
who mine both underground and at the surface. Regulated Utilities uses spot-market purchases to meet coal
requirements not met by long-term contracts. Expiration dates for its long-term contracts, which have various price
adjustment provisions and market re-openers, range from 2015 to 2016 for Duke Energy Carolinas, 2015 to 2018 for
Duke Energy Progress, 2015 to 2016 for Duke Energy Florida, and 2015 to 2025 for Duke Energy Indiana. Regulated
Utilities expects to renew these contracts or enter into similar contracts with other suppliers as existing contracts
expire, though prices will fluctuate over time as coal markets change. Coal purchased for the Carolinas is primarily
produced from mines in Central Appalachia, Northern Appalachia and the Illinois Basin. Coal purchased for Florida is
primarily produced from mines in Central Appalachia and the Illinois Basin. Coal purchased for Indiana is primarily
produced in Indiana and Illinois. Regulated Utilities has an adequate supply of coal under contract to fuel its projected
2015 operations and a significant portion of supply to fuel its projected 2016 operations. Current coal inventory levels
for Regulated Utilities are at adequate levels and are expected to remain at adequate levels for the remainder of 2015.
Changing natural gas prices continue to influence the level of coal generation.

The current average sulfur content of coal purchased by Regulated Utilities is between 1.5 percent and 2 percent for
Duke Energy Carolinas, between 1.5 percent and 2 percent for Duke Energy Progress, between 1 percent and 2.5
percent for Duke Energy Florida, and between 2 percent and 3 percent for Duke Energy Indiana. Regulated Utilities’
environmental controls, in combination with the use of sulfur dioxide (SO,) emission allowances, enable Regulated
Utilities to satisfy current SO, emission limitations for its existing facilities.

Nuclear

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

Regulated Utilities has contracted for uranium materials and services to fuel its nuclear reactors. Uranium
concentrates, conversion services and enrichment services are primarily met through a diversified portfolio of
long-term supply contracts. The contracts are diversified by supplier, country of origin and pricing. Regulated Ultilities
staggers its contracting so that its portfolio of long-term contracts covers the majority of its fuel requirements in the
near term and decreasing portions of its fuel requirements over time thereafter. Near-term requirements not met by
long-term supply contracts have been and are expected to be fulfilled with spot market purchases. Due to the technical
complexities of changing suppliers of fuel fabrication services, Regulated Utilities generally sources these services to
a single domestic supplier on a plant-by-plant basis using multiyear contracts.

Regulated Utilities has entered into fuel contracts that cover 100 percent of its uranium concentrates, conversion
services, and enrichment services requirements through at least 2015 and cover fabrication services requirements for
these plants through at least 2018. For future requirements not already covered under long-term contracts, Regulated
Utilities believes it will be able to renew contracts as they expire, or enter into similar contractual arrangements with
other suppliers of nuclear fuel materials and services.

Gas and Oil

Natural gas and oil supply for Regulated Utilities’ generation fleet is purchased under term and spot contracts from
various suppliers. Duke Energy Carolinas, Duke Energy Progress, Duke Energy Florida and Duke Energy Indiana use
derivative instruments to limit a portion of their exposure to price fluctuations for natural gas. Regulated Utilities has
certain dual-fuel generating facilities that can operate with both natural gas and oil. The cost of Regulated Utilities’
natural gas and oil is either at a fixed price or determined by market prices as reported in certain industry publications.
Regulated Utilities believes it has access to an adequate supply of gas and oil for the reasonably foreseeable future.
Regulated Utilities’ natural gas transportation for its gas generation is purchased under long-term firm transportation
contracts with interstate and intrastate pipelines. Regulated Utilities may also purchase additional shorter-term
transportation for its load requirements during peak periods. The Regulated Utilities natural gas plants are served by
several supply zones and multiple pipelines.

Purchased Power
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Regulated Utilities purchased approximately 14.3 million megawatt-hours (MWh), 11.7 million MWh and 19.8
million MWh of its system energy requirements during 2014, 2013, and 2012, respectively, under purchase
obligations and leases and had 4,500 and 3,800 MW of firm purchased capacity under contract during 2014 and 2013,
respectively. These amounts include MWh for Duke Energy Progress and Duke Energy Florida for all periods
presented. These agreements include amounts contracted with certain QFs. Regulated Utilities may need to acquire
additional purchased power capacity in the future to accommodate a portion of its system load needs. Regulated
Utilities believes it can obtain adequate purchased power to meet these needs. However, during periods of high
demand, the price and availability of purchased power may be significantly affected.

Gas for Retail Distribution

Regulated Utilities is responsible for the purchase and the subsequent delivery of natural gas to retail customers in its
Ohio and Kentucky service territories. Regulated Utilities’ natural gas procurement strategy is to buy firm natural gas
supplies and firm interstate pipeline transportation capacity during the winter season and during the non-heating
season through a combination of firm supply and transportation capacity along with spot supply and interruptible
transportation capacity. This strategy allows Regulated Utilities to assure reliable natural gas supply for its
non-curtailable customers during peak winter conditions and provides Regulated Utilities the flexibility to reduce its
contract commitments if firm customers choose alternate gas. In 2014, firm supply purchase commitment agreements
provided approximately 97 percent of the natural gas supply.

Inventory

Generation of electricity is capital intensive. Regulated Utilities must maintain an adequate stock of fuel and materials
and supplies in order to ensure continuous operation of generating facilities and reliable delivery to customers. As of
December 31, 2014, the inventory balance for Regulated Utilities was $3,348 million. For additional information on
inventory see Note 1 to the Consolidated Financial Statements, “Summary of Significant Accounting Policies.”
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North Carolina Ash Basin Management

On February 2, 2014, a break in a stormwater pipe beneath an ash basin at Duke Energy Carolinas’ retired Dan River
steam station caused a release of ash basin water and ash into the Dan River. On February 8, 2014, a permanent plug
was installed in the stormwater pipe, stopping the release of materials into the river. Duke Energy Carolinas estimates
30,000 to 39,000 tons of ash and 24 million to 27 million gallons of basin water were released into the river during the
incident. Duke Energy Carolinas incurred approximately $24 million of repairs and remediation expense related to
this incident during the year ended December 31, 2014. Duke Energy Carolinas will not seek recovery of these costs
from customers. In July 2014, Duke Energy completed remediation work identified by the EPA and continues to
cooperate with the EPA's civil enforcement process.

As a result of separate Memoranda of Plea Agreement (Plea Agreements) entered into by Duke Energy Carolinas and
Duke Energy Progress in connection with a criminal investigation related to the Dan River ash basin release and the
management of coal ash basins at the 14 plants in North Carolina with coal ash basins, Duke Energy Carolinas and
Duke Energy Progress recognized expense for the year ended December 31, 2014 of $72 million and $30 million,
respectively. The Plea Agreements are subject to the approval of the U.S. District Court for the Eastern District of
North Carolina and, if approved, will end the grand jury investigation related to the Dan River ash basin release and
the management of coal ash basins at the 14 plants in North Carolina with coal ash basins.

The Plea Agreements do not cover pending civil claims related to the Dan River coal ash release and operations at
other North Carolina facilities with ash basins. Duke Energy Corporation will continue to defend against remaining
civil actions associated with these matters. Other costs related to the Dan River release including state or federal civil
enforcement proceedings, future regulatory directives, natural resources damages, pending litigation, future claims or
litigation, and long-term environmental impact costs cannot be reasonably estimated at this time.

For additional information on the North Carolina Ash Basin Grand Jury Investigation and Plea Agreements, see Note
5 to the Consolidated Financial Statements, "Commitments and Contingencies."

Nuclear Matters

Regulated Utilities owns, wholly or partially, 12 nuclear reactors located at seven stations. Nuclear insurance includes:
nuclear liability coverage; property, decontamination and premature decommissioning coverage; and replacement
power expense coverage. Joint owners reimburse Regulated Ultilities for certain expenses associated with nuclear
insurance in accordance with joint owner agreements. The Price-Anderson Act requires plant owners to provide for
public nuclear liability claims resulting from nuclear incidents to the maximum total financial protection liability,
which currently is $13.6 billion. For additional information on nuclear insurance see Note 5 to the Consolidated
Financial Statements, “Commitments and Contingencies.”

Regulated Utilities has a significant future financial commitment to dispose of spent nuclear fuel and decommission
and decontaminate each plant safely. The NCUC, PSCSC and FPSC require Regulated Utilities to update their cost
estimates for decommissioning their nuclear plants every five years.

The following table summarizes the fair value of nuclear decommissioning trust fund (NDTF) balances and cost study
results for Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida.

NDTF

(in millions) December 31, December 31, Decommissioning Year of Cost
2014 2013 Costs(a)(b) Study

Duke Energy Carolinas $3,042 $2,840 $3,420 2013

Duke Energy Progress 1,701 1,539 3,062 2014

Duke Energy Florida 803 753 1,083 2013

Represents cost per the most recent site-specific nuclear decommissioning cost studies, including costs to
(a)decommission plant components not subject to radioactive contamination. Amounts are in dollars of the year of
cost study.

Includes the Subsidiary Registrants' ownership interest in jointly owned reactors. Other joint owners are
responsible for decommissioning costs related to their interest in the reactors.

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

The Nuclear Waste Policy Act of 1982 (as amended) (NWPA) provides the framework for development by the federal
government of interim storage and permanent disposal facilities for high-level radioactive waste materials. The
NWPA promotes increased usage of interim storage of spent nuclear fuel at existing nuclear plants. Regulated Utilities
will continue to maximize the use of spent fuel storage capability within its own facilities for as long as feasible.
Under federal law, the U.S. Department of Energy (DOE) is responsible for the selection and construction of a facility
for the permanent disposal of spent nuclear fuel and high-level radioactive waste. Delays have occurred in the DOE’s
proposed permanent repository to be located at Yucca Mountain, Nevada.
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Until the DOE begins to accept the spent nuclear fuel, Duke Energy Carolinas, Duke Energy Progress and Duke
Energy Florida will continue to safely manage their spent nuclear fuel. With certain modifications and additional
approvals by the Nuclear Regulatory Commission (NRC), including the expansion of on-site dry cask storage
facilities, spent nuclear fuel storage facilities will b