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PLACE Via Videoconference:

DATE:  Thursday, September 9, 2021

2:00 p.m. - 4:33 p.m.TIME:

BEFORE:  Chair Charlotte A. Mitchell, Presiding

 Commissioner ToNola D. Brown-Bland

 Commissioner Lyons Gray

 Commissioner Daniel G. Clodfelter

 Commissioner Kimberly W. Duffley

 Commissioner Jeffrey A. Hughes

 Commissioner Floyd B. McKissick, Jr.

 IN THE MATTER OF:

G-9, Sub 722

 Consolidated Natural Gas Construction and Redelivery

 Services Agreement Between Piedmont Natural Gas

 Company, Inc., and Duke Energy Carolinas, LLC;

G-9, Sub 781

 Application of Piedmont Natural Gas Company, Inc.,

 for an Adjustment of Rates, Charges, and Tariffs

 Applicable to Service in North Carolina; and

G-9, Sub 786

 Application of Piedmont Natural Gas Company, Inc., for

 Modification to Existing Energy Efficiency Program and

 Approval of New Energy Efficiency Programs

 VOLUME: 4
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1 A P P E A R A N C E S:

2 FOR PIEDMONT NATURAL GAS COMPANY, INC.:

3 Amanda Johnson Demopoulos, Esq.

4 Associate General Counsel

5 4720 Piedmont Row Drive

6 Charlotte, North Carolina 28210

7

8 Brian S. Heslin, Esq.

9 Deputy General Counsel

10 Duke Energy Corporation

11 550 South Tryon Street

12 Charlotte, North Carolina 28202

13

14 James H. Jeffries, IV, Esq.

15 McGuireWoods LLP

16 201 North Tryon Street, Suite 3000

17 Charlotte, North Carolina 28202

18

19 CAROLINA UTILITY CUSTOMERS ASSOCIATION:

20 Marcus Trathen, Esq.

21 Craig D. Schauer, Esq.

22 Brooks Pierce

23 150 Fayetteville Street, Suite 1700

24 Raleigh, North Carolina 27601
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1 A P P E A R A N C E S (Continued):

2 FOR CAROLINA INDUSTRIAL GROUP FOR FAIR UTILITY RATES

3 IV:

4 Christina D. Cress, Esq.

5 Patrick T. Buffkin, Esq.

6 Bailey & Dixon, LLP

7 434 Fayetteville Street, Suite 2500

8 Raleigh, North Carolina 27601

9

10 FOR DUKE ENERGY CAROLINAS, LLC:

11 Robert W. Kaylor, Esq.

12 Law Office of Robert W. Kaylor, P.A.

13 353 East Six Forks Road, Suite 260

14 Raleigh, North Carolina 27609

15

16 FOR FAYETTEVILLE PUBLIC WORKS COMMISSION:

17 James West, Esq.

18 General Counsel

19 Dustin Doty, Esq.

20 Staff Counsel

21 955 Old Wilmington Road

22 Fayetteville, North Carolina 28301

23

24
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1 A P P E A R A N C E S (Continued):

2 FOR THE USING AND CONSUMING PUBLIC AND THE STATE OF

3 NORTH CAROLINA AND ITS CITIZENS:

4 Margaret A. Force, Esq.

5 Special Deputy Attorney General

6 Teresa L. Townsend, Esq.

7 Special Deputy Attorney General

8 North Carolina Department of Justice

9 Post Office Box 629

10 Raleigh, North Carolina 27602

11

12 FOR THE USING AND CONSUMING PUBLIC:

13 Elizabeth D. Culpepper, Esq.

14 Megan Jost, Esq.

15 Lucy E. Edmondson, Esq.

16 Public Staff - North Carolina Utilities Commission

17 4326 Mail Service Center

18 Raleigh, North Carolina 27699-4300

19

20

21

22

23

24
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1            T A B L E   O F   C O N T E N T S

2                 E X A M I N A T I O N S

3  HERBERT LEE MITCHELL, IV                        PAGE

4  Direct Examination By Mr. Kaylor...............   11

5  Prefiled Direct Testimony......................   12

6  Examination By Chair Mitchell..................   24

7  KEVIN W. O'DONNELL                              PAGE

8  Direct Examination By Mr. Schauer..............   28

9  Prefiled Direct Testimony and Appendix A.......   29

10  NICHOLAS PHILLIPS, JR                           PAGE

11  Direct Examination By Ms. Cress................  133

12  Prefiled Direct Testimony......................  136

13  Prefiled Errata................................  136

14  JOHN R. HINTON                                  PAGE

15  Direct Examination By Ms. Edmondson............  190

16  Prefiled Direct Testimony and..................  193
 Appendices A and B

17
 Prefiled Errata................................  193

18
 Prefiled Settlement Testimony..................  193

19
 NEHA PATEL                                      PAGE

20
 Direct Examination By Ms. Jost.................  265

21
 Prefiled Direct Testimony and Appendix A.......  267

22
 DUSTIN R. METZ                                  PAGE

23
 Direct Examination By Ms. Jost.................  301

24



PUBLIC Piedmont Natural Gas, G-9, Sub 722 - Vol 4 Session Date: 9/9/2021

Noteworthy Reporting Services, LLC www.noteworthyreporting.com
(919) 556-3961

Page 6

1  Prefiled Direct Testimony and Appendix A.......  303

2  Prefiled Supplemental Testimony................  303

3  Examination By Commissioner Duffley............  340

4  Examination By Chair Mitchell..................  342

5  LYNN FEASEL                                     PAGE

6  Direct Examination By Ms. Culpepper............  345

7  Prefiled Direct Testimony and Appendix A.......  346

8  MARY A. COLEMAN                                 PAGE

9  Direct Examination By Ms. Culpepper............  359

10  Prefiled Direct Testimony and Appendix A.......  360

11  JULIE G. PERRY                                  PAGE

12  Direct Examination By Ms. Culpepper............  372

13  Prefiled Direct Testimony and Appendix A.......  374

14  Prefiled Supplemental Testimony................  407

15  Prefiled Settlement Testimony..................  407

16  Cross Examination By Mr. Jeffries..............  414

17  Examination By Commissioner Duffley............  439

18  Examination By Commissioner Hughes.............  443

19  Examination By Commissioner Duffley............  446

20  Examination By Chair Mitchell..................  447

21  Examination By Commissioner Hughes.............  449

22  Examination By Commissioner Brown-Bland........  451

23

24
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1  PANEL OF                                        PAGE
 JACK L. FLOYD, JAMES M. SINGER,

2  AND DAVID M. WILLIAMSON

3  Direct Examination By Ms. Edmondson............  467

4  Prefiled Direct Testimony and Appendix A of ...  470
 Jack L. Floyd

5
 Prefiled Joint Direct Testimony and ...........  470

6  Appendices A and B of James M. Singer and
 David M. Williamson

7
 Examination By Commissioner Duffley............  515

8
 ADAM LONG                                       PAGE

9
 Direct Examination By Mr. Heslin...............  518

10
 Prefiled Rebuttal Testimony....................  520

11
 Prefiled Supplemental Testimony................  520

12
 Examination By Commissioner McKissick..........  543

13
 Redirect Examination By Mr. Heslin.............  548

14

15

16

17

18

19

20

21

22

23

24
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1                     E X H I B I T S

2                                   IDENTIFIED/ADMITTED

3  Exhibits KWO-1 through KWO-7.......... 131/132

4  Exhibits NP-1 through NP-6............ 183/189

5  Hinton Exhibits 1 through 3........... 193/264

6  Confidential Hinton Exhibit 4......... 193/264

7  Hinton Exhibits 5 through 12.......... 193/264

8  Hinton Settlement Exhibit 1........... 193/264

9  Patel Exhibits I through III.......... 266/301

10  Metz Exhibit 1........................ 303/344

11  Confidential Metz Exhibit 2........... 303/344

12  Metz Exhibits 3 through 5............. 303/344

13  Coleman Exhibit 1..................... 360/371

14  Perry Exhibits I through III.......... 406/465

15  Confidential Perry Exhibit IV......... 406/465

16  Perry Exhibit V....................... 406/465

17  Confidential Perry Exhibit VI......... 406/465

18  Perry Exhibit VII..................... 406/465

19  Confidential Perry Exhibit VIII....... 406/465

20  Perry Settlement Exhibit I............ 413/465

21  Piedmont's Application, Updated ......   -/552
 Appendix 1, and G-1 Items 1 through

22  3, Confidential G-1 Item 4, G-1
 Items 5 through 10, Confidential

23  G-1 Items 11 and 12, G-1 Item 13,
 Confidential G-1 Item 14, and G-1

24  Items 15 through 40
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Coleman Exhibit I
Schedule 1

Line
No. Amount

1 Total Allocated Board of Directors (BOD) compensation $152,961 [1]
2 Percentage of exclusion per Public Staff 50% [2]
3 Public Staff adjustment to BOD compensation (L1 x L2) (76,481)

4 Board of Directors insurance charged to Piedmont 549,302 [3]
5 Percentage of exclusion per Public Staff 50% [2]
6 Public Staff adjustment to BOD insurance (L4 x L5) (274,651)

7 Board of Directors executive members expenses allocated to Piedmont 19,215 [4]
8 Percentage of exclusion per Public Staff 50% [2]
9 Public Staff adjustment to BOD and executive members expenses (L7 x L8) (9,608)

10 Public Staff adjustment to BOD expenses - NC retail (L10 x L11) ($360,740)

[1] Company Response to Public Staff Data Request 53-1
[2] Recommended by Public Staff
[3] Company Response to Public Staff Data Request 53-6 & Company adjustment 4I_Insurance Expense Adj.
[4] Company Response to Public Staff Data Request 53-4

Piedmont Natural Gas Company
Docket No. 9, Sub 781

ADJUSTMENT TO BOARD OF DIRECTORS EXPENSES

For Test Year Ended December 31, 2020

Item

I/A



Coleman Exhibit I
Schedule 2

Summary of Medical /Dental Expenses
12 Months Piedmont Proposed

Line Ended Pro Forma Public Staff
No. Description December 2020 Projection Adjustment

1 Piedmont Natural Gas:
2 Medical/Dental $16,443,896 [1] $18,996,100 [1] $16,655,735 [2]

Duke Energy Business Services:
3 Medical/Dental $90,445,446 [1] $92,496,214 [1] $87,267,262 [3]
4 Percentage charged to Piedmont from DEBS 4.18% 4.28% 4.28% [4]
5 Amount charged to Piedmont from DEBS (L3 x L4) $3,777,592 $3,958,838 $3,735,039
6
7 Total Piedmont Medical & Dental amount  (L5 +L2) $20,221,488 $22,954,938 $20,390,774 [5]

Summary of 

12 Months
Ended Piedmont Proposed

Line December 2020 Pro Forma Public Staff
No. Description Actuals Projection Adjustment

8 Piedmont Natural Gas:
9 Retirement Savings Plan $13,380,182 [1] $12,943,236 [1] $13,380,182 [1]
10
11 Duke Energy Business Services:
12 Retirement Savings Plan $55,166,143 [1] $63,418,185 [1] $55,166,143 [8]
13 Percentage DEBS labor charged to Piedmont (1) 4.18% 4.28% 4.18%
14 Amount charged to Piedmont from DEBS (L6 x L7) $2,304,098 $2,714,298 $2,304,098 [6]
15
16 Total Piedmont Retirement Savings Plan amount $15,684,280 [7] $15,657,534 [7] $15,684,280 [9]

Summary of Basic Life and AD&D 12 Months
Ended Piedmont Proposed

Line December 2020 Pro Forma Public Staff
No. Description Actuals Projection Adjustment
17
18 Piedmont Natural Gas:
19 Basic Life and AD&D $220,917 [1] $252,396 [1] $220,917 [1]
20
21 Duke Energy Business Services:
22 Basic Life and AD&D $1,431,765 [1] $1,474,435 [1] $1,431,765 [8]
23 Percentage DEBS labor charged to Piedmont (1) 4.18% 4.18% 4.18%
24 Amount charged to Piedmont from DEBS (L6 x L7) $59,848 $61,631 $59,848
25

26 Total Piedmont Basic Life and AD&D Amount $280,765 [10] $314,027 [10] $280,765 [11]

27 Total Employee Benefits $38,926,500 $36,355,819

28 Other Benefits Adjustment per Public Staff ($2,570,681)

[1] Company provided on Schedule PNG_4F_Other Benefits Adj
[2] Average Piedmont Medical/Dental expenses (yrs. 2018, 2019 and 2020)
[3] Average DEBS Medical/dental expenses (yrs. 2018, 2019 and 2020)
[4] Percentage per CAMS
[5] Line 2 plus Line 5
[6] Line 14, Column D, Test year 2020 actual
[7] Line 8 plus Line 14
[8] Line 22, Column D, Test year 2020 actual
[9] Line 16, Column D, Test year 2020 actual
[10] Line 19 plus Line 24
[11] Line 26, Column D, Test year 2020 actual

For the Test Year Ended December 31, 2020
ADJUSTMENT TO OTHER BENEFITS

Piedmont Natural Gas Company
Docket No. G-9, Sub 781

I/A



Coleman Exhibit I
Schedule 3

Line 
No.

Piedmont 
Executive

Annual
Salary  [1]

Short Term
Incentive

Plan  [1] Benefit [1]

Long Term
Incentive

Plan  [1]
Total Piedmont 
Compensation [1]

NC 
Allocation [1]

Total 
Compensation [1]

1 Employee 1 $50,703 $30,911 $20,589 $214,873 $317,076 71.90% $227,978
2 Employee 2 79,676          131,465        52,996          922,180        1,186,317 71.90% 852,962
3 Employee 3 50,876          27,980          19,632          230,429        328,918 71.90% 236,492
4 Employee 4 44,093          24,174          16,996          176,952        262,215 71.90% 188,533
5 Employee 5 257,330        96,498          88,805          223,366        665,999 71.90% 478,854
6 Total $482,678 $311,027 $199,019 $1,767,801 $2,760,526 $1,984,818

7 Portion of Executive Compensation Removed from Test Year Expenses 50% [2]

8 Public Staff Adjustment to Executive Compensation (L6 X L7) (992,409)         
9 Company Adjustment to Executive Compensation (742,163)         [2]

10 Public Staff Executive Compensation Adjustment (L8 - L9) ($250,246) [3]

[1] Company provided in data request response 127-1 CONFIDENTIAL Attachment
[2] Company provided on Schedule 4D_Exec. Comp Adj
[3] Line 8, Column Q minus Line 9, Column Q

Piedmont Natural Gas Company
Docket No. G-9, Sub 781

 Adjustment to Executive Compensation
For the Test Year Ended December 31, 2020

I/A



Exhibit NP-1

Relative Relative

Rate of Rate of Subsidy Rate of Rate of Subsidy

Line Customer Class Rate Return Return (000) Return Return (000)

(1) (2) (3) (4) (5) (6)

1 Residential 101 5.24% 95 (9,149)$       7.56% 104 8,500$        

2 Small General Service 102 8.89% 160 39,903$      11.66% 160 52,235$      

3 Medium General Service 152 14.99% 270 13,810$      18.44% 254 16,327$      

Large General Service

4   Sales 103 -2.60% -47 (4,614)$       -1.54% -21 (4,992)$       

5   Transportation 113 -3.02% -55 (35,992)$     -1.62% -22 (37,363)$     

6 Total Large General Service -2.97% -54 (40,607)$     -1.61% -22 (42,355)$     

Interruptible

7   Sales 104 31.13% 562 383$           34.24% 471 403$           

8   Transportation 114 20.52% 370 8,679$        23.12% 318 9,184$        

9 Total Interruptible 20.79% 375 9,062$        23.40% 322 9,587$        

10 Military Transportation T-10 -2.76% -50 (2,877)$       -1.78% -25 (3,137)$       

Special Contracts

11   Special Contracts 11.75% 212 4,017$        11.23% 154 2,563$        

12   Municipal Contracts -2.22% -40 (15,561)$     -2.73% -38 (20,066)$     

13   Power Generation Contracts 5.67% 102 1,400$        5.15% 71 (23,654)$     

14 Total Special Contracts 4.81% 87 (10,144)$     4.29% 59 (41,157)$     

15 Total 5.54% 100 (0)$              7.27% 100 -$                

Source: Exhibit __ (CAM-2)

Present Rates as Adjusted Proposed Rates

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781

Class Cost of Service Study Results

at Present as Adjusted and Proposed Rates

using Peak & Average

      Test Year Ended December 31, 2020       

I/A



Exhibit NP-2

Relative Relative

Rate of Rate of Subsidy Rate of Rate of Subsidy

Line Customer Class Rate Return Return (000) Return Return (000)

(1) (2) (3) (4) (5) (6)

1 Residential 101 4.91% 89 (19,418)$     7.17% 99 (3,311)$       

2 Small General Service 102 8.53% 154 36,238$      11.22% 154 48,019$      

3 Medium General Service 152 14.96% 270 13,779$      18.40% 253 16,291$      

Large General Service

4   Sales 103 -2.38% -43 (4,346)$       -1.27% -17 (4,683)$       

5   Transportation 113 -2.47% -45 (30,987)$     -0.90% -12 (31,606)$     

6 Total Large General Service -2.46% -44 (35,333)$     -0.95% -13 (36,289)$     

Interruptible

7   Sales 104 300.83% 5427 578$           328.05% 4510 627$           

8   Transportation 114 557.87% 10063 16,901$      616.43% 8475 18,640$      

9 Total Interruptible 542.43% 9785 17,479$      599.11% 8237 19,268$      

10 Military Transportation T-10 -2.84% -51 (2,935)$       -1.87% -26 (3,204)$       

Special Contracts

11   Special Contracts 13.91% 251 4,914$        13.39% 184 3,594$        

12   Municipal Contracts -2.35% -42 (16,124)$     -2.87% -39 (20,713)$     

13   Power Generation Contracts 5.67% 102 1,400$        5.15% 71 (23,654)$     

14 Total Special Contracts 4.83% 87 (9,810)$       4.32% 59 (40,773)$     

15 Total 5.54% 100 (0)$              7.27% 100 (0)$              

Source: CIGFUR 1-24 CONFIDENTIAL Attachment

Present Rates as Adjusted Proposed Rates

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781

Class Cost of Service Study Results

at Present as Adjusted and Proposed Rates

using Peak Demand

      Test Year Ended December 31, 2020       

I/A



Exhibit NP-3

Current Proposed Proposed

Total Base Revenue Total %

Line Customer Class Rate Revenue Increase Revenue Increase

(1) (2) (3) (4)

1 Residential 101 552,246$         65,820$           618,066$         11.9%

2 Small General Service 102 250,716$         29,959$           280,676$         11.9%

3 Medium General Service 152 40,884$           4,439$             45,324$           10.9%

4 Natural Gas Vehicle Service 142 1,037$             123$                1,159$             11.9%

5 Military Transportation Service T-10 2,262$             396$                2,657$             17.5%

6 Outdoor Gas Light Service 105 102$                12$                  114$                11.9%

7 Large General Service 103/113 44,471$           6,851$             51,322$           15.4%

8 Interruptible Service 104/114 27,572$           1,425$             28,998$           5.2%

9 Subtotal 919,290$         109,026$         1,028,316$      11.9%

10 Special Contracts 126,595$         -$                     126,595$         0.0%

11 Total 1,045,886$      109,026$         1,154,911$      10.4%

Source: Table CAM-2

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781

Allocation of Proposed Revenue

Test Year Ended December 31, 2020

(Dollars in Thousands)

using Piedmont's Proposed Allocation of Increase

I/A



Exhibit NP-4

Current Proposed Proposed

Total Base Revenue Total %

Line Customer Class Rate Revenue Increase Revenue Increase

(1) (2) (3) (4)

1 Residential 101 552,246$         58,538$           610,784$         10.6%

2 Small General Service 102 250,716$         26,576$           277,292$         10.6%

3 Medium General Service 152 40,884$           3,925$             44,809$           9.6%

4 Natural Gas Vehicle Service 142 1,037$             110$                1,146$             10.6%

5 Military Transportation Service T-10 2,262$             368$                2,630$             16.3%

6 Outdoor Gas Light Service 105 102$                11$                  113$                10.6%

7 Large General Service 103/113 44,471$           6,302$             50,773$           14.2%

8 Interruptible Service 104/114 27,572$           -$                     27,572$           0.0%

9 Special Contracts 126,595$         13,197$           139,792$         10.4%

10 Total 1,045,886$      109,026$         1,154,911$      10.4%

Test Year Ended December 31, 2020

(Dollars in Thousands)

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781

Allocation of Proposed Revenue

Including Special Contracts and

No Increase for Interruptible Service and

using Average Increase to Contract Class

I/A



Exhibit NP-5

Current Proposed Proposed

Total Base Revenue Total %

Line Customer Class Rate Revenue Increase Revenue Increase

(1) (2) (3) (4)

1 Residential 101 552,246$         52,629$           604,875$         9.5%

2 Small General Service 102 250,716$         23,893$           274,609$         9.5%

3 Medium General Service 152 40,884$           3,492$             44,376$           8.5%

4 Natural Gas Vehicle Service* 142 1,037$             99$                  1,135$             9.5%

5 Military Transportation Service T-10 2,262$             348$                2,610$             15.4%

6 Outdoor Gas Light Service* 105 102$                10$                  112$                9.5%

7 Large General Service 103/113 44,471$           5,875$             50,346$           13.2%

8 Interruptible Service 104/114 27,572$           -$                     27,572$           0.0%

9 Special Contracts 126,595$         22,680$           149,276$         17.9%

10 Total 1,045,886$      109,026$         1,154,911$      10.4%

* Class not included in cost of service study.

Test Year Ended December 31, 2020

(Dollars in Thousands)

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781

Allocation of Proposed Revenue

Including Special Contracts and

No Increase for Interruptible Service and

Holding Contract Class Subsidy Constant

I/A



Exhibit NP-6

Line                        Description                         Quantity     Rates       Charge       Rates       Charge        Amount    Percent

(1) (2) (3) (4) (5) (6) (7)

113 - Large General Transportation Service

1 Monthly Charge 3,624           350.00$    1,268,400$    350.00$    1,268,400$    -$                  0.0%

2 Demand Charge per DT 1,731,845    2.20$        3,810,059$    2.42$        4,191,065$    381,006$      10.0%

3 Winter - First 1,500 per DT 2,074,155    0.8454$    1,753,491$    1.3505$    2,801,146$    1,047,656$   59.7%

4 Winter - Next 3,000 per DT 2,816,846    0.2177$    613,227$       0.5700$    1,605,602$    992,375$      161.8%

5 Winter - Next 9,000 per DT 3,087,392    0.2215$    683,857$       0.5000$    1,543,696$    859,839$      125.7%

6 Winter - Next 16,500 per DT 2,072,877    0.1762$    365,241$       0.4160$    862,317$       497,076$      136.1%

7 Winter - Next 30,000 per DT 1,771,953    0.1427$    252,858$       0.3650$    646,763$       393,905$      155.8%

8 Winter - Over 60,000 per DT 3,001,054    0.0977$    293,203$       0.2780$    834,293$       541,090$      184.5%

9   Subtotal Winter 14,824,277  3,961,877$    8,293,817$    4,331,940$   109.3%

10 Summer - First 1,500 per DT 2,739,064    0.2860$    783,372$       0.4918$    1,347,072$    563,699$      72.0%

11 Summer - Next 3,000 per DT 3,349,103    0.2098$    702,642$       0.3577$    1,197,974$    495,332$      70.5%

12 Summer - Next 9,000 per DT 3,547,521    0.1908$    676,867$       0.3129$    1,110,019$    433,152$      64.0%

13 Summer - Next 16,500 per DT 2,531,370    0.1718$    434,889$       0.2682$    678,913$       244,024$      56.1%

14 Summer - Next 30,000 per DT 2,221,455    0.1337$    297,009$       0.2244$    498,495$       201,486$      67.8%

15 Summer - Over 60,000 per DT 3,512,795    0.0956$    335,823$       0.1786$    627,385$       291,562$      86.8%

16   Subtotal Summer 17,901,308  3,230,602$    5,459,858$    2,229,256$   69.0%

17 Subtotal 12,270,938$  19,213,140$  6,942,202$   56.6%

18 Integrity Management Rider Revenues 774,862$       -$                   (774,862)$     -100.0%

19 Minimum Margin Agreement Revenues 48,643$         48,643$         -$                  0.0%

20 Total Revenues 13,094,443$  19,261,783$  6,167,340$   47.1%

114 - Interruptible Transportation Service

21 Monthly Charge 2,891           350.00$    1,011,850$    350.00$    1,011,850$    -$                  0.0%

22 Winter - First 1,500 per DT 1,583,831    0.9170$    1,452,373$    1.2103$    1,916,911$    464,538$      32.0%

23 Winter - Next 3,000 per DT 2,392,971    0.3806$    910,765$       0.5071$    1,213,476$    302,711$      33.2%

24 Winter - Next 9,000 per DT 3,198,909    0.3806$    1,217,505$    0.4450$    1,423,515$    206,010$      16.9%

25 Winter - Next 16,500 per DT 2,248,444    0.3464$    778,861$       0.3730$    838,670$       59,809$        7.7%

26 Winter - Next 30,000 per DT 2,132,135    0.2808$    598,704$       0.3270$    697,208$       98,505$        16.5%

27 Winter - Over 60,000 per DT 1,362,136    0.1654$    225,297$       0.2483$    338,218$       112,921$      50.1%

28   Subtotal Winter 12,918,426  5,183,504$    6,427,997$    1,244,493$   24.0%

29 Summer - First 1,500 per DT 2,242,062    0.7194$    1,612,939$    0.6716$    1,505,769$    (107,171)$     -6.6%

30 Summer - Next 3,000 per DT 3,162,517    0.3755$    1,187,525$    0.4900$    1,549,633$    362,108$      30.5%

31 Summer - Next 9,000 per DT 3,786,414    0.3637$    1,377,119$    0.4300$    1,628,158$    251,039$      18.2%

32 Summer - Next 16,500 per DT 2,689,562    0.3335$    896,969$       0.3663$    985,187$       88,218$        9.8%

33 Summer - Next 30,000 per DT 2,474,718    0.2396$    592,942$       0.3060$    757,264$       164,321$      27.7%

34 Summer - Over 60,000 per DT 1,510,970    0.1456$    219,997$       0.2441$    368,828$       148,831$      67.7%

35   Subtotal Summer 15,866,243  5,887,492$    6,794,838$    907,346$      15.4%

36 Subtotal 12,082,846$  14,234,685$  2,151,839$   17.8%

37 Integrity Management Rider Revenues 767,944$       -$                   (767,944)$     -100.0%

38 Minimum Margin Agreement Revenues 822,409$       822,409$       -$                  0.0%

39 Total Revenues 13,673,199$  15,057,094$  1,383,895$   10.1%

Source: Exhibit __ (CAM-3), pages 5 and 7

         Increase           

Piedmont Natural Gas Inc.
Docket No. G-9, SUB 781

Revenues at Present and Proposed Rates

     Base Rate Margin     

Present Proposed

     Base Rate Margin     

I/A
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QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2018 
OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
________________________
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Address of Principal Executive Offices and Telephone Number
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of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been 
subject to such filing requirements for the past 90 days.
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Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to 
Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was 
required to submit such files).

Duke Energy Yes No Duke Energy Florida Yes No 
Duke Energy Carolinas Yes No Duke Energy Ohio Yes No 
Progress Energy Yes No Duke Energy Indiana Yes No 
Duke Energy Progress Yes No Piedmont Yes No 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting 
company or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company” and 
"emerging growth company" in Rule 12b-2 of the Exchange Act.

Duke Energy Large accelerated filer Accelerated filer Non-accelerated filer 
Smaller reporting 
company 

Emerging Growth 
Company 

Duke Energy Carolinas Large accelerated filer Accelerated filer Non-accelerated filer 
Smaller reporting 
company 
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Company 
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Company 

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying 
with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Duke Energy Yes No Duke Energy Florida Yes No 
Duke Energy Carolinas Yes No Duke Energy Ohio Yes No 
Progress Energy Yes No Duke Energy Indiana Yes No 
Duke Energy Progress Yes No Piedmont Yes No 

Number of shares of Common stock outstanding at October 31, 2018:

Registrant Description Shares
Duke Energy Common stock, $0.001 par value 712,877,558

This combined Form 10-Q is filed separately by eight registrants: Duke Energy, Duke Energy Carolinas, Progress Energy, Duke Energy 
Progress, Duke Energy Florida, Duke Energy Ohio, Duke Energy Indiana and Piedmont (collectively the Duke Energy Registrants). 
Information contained herein relating to any individual registrant is filed by such registrant solely on its own behalf. Each registrant makes no 
representation as to information relating exclusively to the other registrants. 

Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Florida, Duke Energy Ohio, Duke Energy Indiana and 
Piedmont meet the conditions set forth in General Instructions H(1)(a) and (b) of Form 10-Q and are therefore filing this form with the reduced 
disclosure format specified in General Instructions H(2) of Form 10-Q.
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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 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:

 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 Crystal River Unit 3 and other nuclear facilities could prove to be more extensive than amounts estimated 
and all costs may not be fully recoverable through the regulatory process;

 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;

 The ability to successfully operate electric generating facilities and deliver electricity to customers including direct or indirect effects to the 
company resulting from an incident that affects the U.S. electric grid or generating 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 facilities and business from a terrorist attack, cybersecurity threats, data security breaches and other catastrophic events, 
such as fires, explosions, pandemic health events or other similar occurrences;

 The inherent risks associated with the operation 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;

 Credit ratings of the Duke Energy Registrants 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, other post-retirement benefit plans and nuclear decommissioning trust funds;

 Construction and development risks associated with the completion of the Duke Energy Registrants’ 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;

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

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

 The performance of projects undertaken by our nonregulated businesses and the success of efforts to invest in and develop new 
opportunities;
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 The effect of accounting pronouncements issued periodically by accounting standard-setting bodies;

 The impact of new U.S. 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.

Additional risks and uncertainties are identified and discussed in the Duke Energy Registrants' reports filed with the SEC and available at the 
SEC's website at sec.gov. 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 and the Duke Energy Registrants 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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PART I. FINANCIAL INFORMATION

See Notes to Condensed Consolidated Financial Statements
6

ITEM 1. FINANCIAL STATEMENTS

DUKE ENERGY CORPORATION
Condensed Consolidated Statements of Operations
(Unaudited)

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

(in millions, except per-share amounts) 2018 2017 2018 2017
Operating Revenues
Regulated electric $ 6,216 $ 6,091 $ 16,678 $ 16,122
Regulated natural gas 230 247 1,221 1,168
Nonregulated electric and other 182 144 507 476

Total operating revenues 6,628 6,482 18,406 17,766
Operating Expenses
Fuel used in electric generation and purchased power 1,931 1,863 5,181 4,853
Cost of natural gas 58 68 460 402
Operation, maintenance and other 1,584 1,476 4,592 4,385
Depreciation and amortization 1,039 900 2,979 2,594
Property and other taxes 323 313 954 924
Impairment charges 124 207 339 216

Total operating expenses 5,059 4,827 14,505 13,374
Gains (Losses) on Sales of Other Assets and Other, net 10 6 (87) 24
Operating Income 1,579 1,661 3,814 4,416
Other Income and Expenses
Equity in earnings of unconsolidated affiliates 37 36 49 101
Other income and expenses, net 131 122 327 358

Total other income and expenses 168 158 376 459
Interest Expense 517 498 1,550 1,475
Income From Continuing Operations Before Income Taxes 1,230 1,321 2,640 3,400
Income Tax Expense From Continuing Operations 168 364 449 1,035
Income From Continuing Operations 1,062 957 2,191 2,365
Income (Loss) From Discontinued Operations, net of tax 4 (2) (1) (4)
Net Income 1,066 955 2,190 2,361
Less: Net (Loss) Income Attributable to Noncontrolling Interests (16) 1 (12) 5
Net Income Attributable to Duke Energy Corporation $ 1,082 $ 954 $ 2,202 $ 2,356

Earnings Per Share – Basic and Diluted
Income from continuing operations attributable to Duke Energy
Corporation common stockholders

Basic $ 1.51 $ 1.36 $ 3.12 $ 3.37
Diluted $ 1.51 $ 1.36 $ 3.11 $ 3.37

Loss from discontinued operations attributable to Duke Energy
Corporation common stockholders

Basic $ — $ — $ — $ (0.01)
Diluted $ — $ — $ — $ (0.01)

Net income attributable to Duke Energy Corporation common
stockholders

Basic $ 1.51 $ 1.36 $ 3.12 $ 3.36
Diluted $ 1.51 $ 1.36 $ 3.11 $ 3.36

Weighted average shares outstanding
Basic 713 700 705 700
Diluted 714 700 706 700
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PART I

See Notes to Condensed Consolidated Financial Statements
7

DUKE ENERGY CORPORATION
Condensed Consolidated Statements of Comprehensive Income
(Unaudited)

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

(in millions) 2018 2017 2018 2017
Net Income $ 1,066 $ 955 $ 2,190 $ 2,361
Other Comprehensive Income, net of tax
Pension and OPEB adjustments 1 — 3 2
Net unrealized (losses) gains on cash flow hedges (3) 2 10 (2)
Reclassification into earnings from cash flow hedges 6 (2) 5 3
Unrealized (losses) gains on available-for-sale securities — 2 (5) 10
Other Comprehensive Income, net of tax 4 2 13 13
Comprehensive Income 1,070 957 2,203 2,374
Less: Comprehensive (Loss) Income Attributable to Noncontrolling
Interests (16) 1 (12) 5
Comprehensive Income Attributable to Duke Energy Corporation $ 1,086 $ 956 $ 2,215 $ 2,369
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PART I

See Notes to Condensed Consolidated Financial Statements
8

DUKE ENERGY CORPORATION
Condensed Consolidated Balance Sheets
(Unaudited)

(in millions) September 30, 2018 December 31, 2017
ASSETS
Current Assets
Cash and cash equivalents $ 303 $ 358
Receivables (net of allowance for doubtful accounts of $17 at 2018 and $14 at 2017) 682 779
Receivables of VIEs (net of allowance for doubtful accounts of $55 at 2018 and $54 at 2017) 2,397 1,995
Inventory 3,140 3,250
Regulatory assets (includes $52 at 2018 and $51 at 2017 related to VIEs) 1,906 1,437
Other 1,092 634

Total current assets 9,520 8,453
Property, Plant and Equipment
Cost 132,677 127,507
Accumulated depreciation and amortization (43,200) (41,537)
Generation facilities to be retired, net 388 421

Net property, plant and equipment 89,865 86,391
Other Noncurrent Assets
Goodwill 19,303 19,396
Regulatory assets (includes $1,055 at 2018 and $1,091 at 2017 related to VIEs) 12,616 12,442
Nuclear decommissioning trust funds 7,421 7,097
Investments in equity method unconsolidated affiliates 1,328 1,175
Other 3,112 2,960

Total other noncurrent assets 43,780 43,070
Total Assets $ 143,165 $ 137,914
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 3,234 $ 3,043
Notes payable and commercial paper 2,891 2,163
Taxes accrued 674 551
Interest accrued 557 525
Current maturities of long-term debt (includes $228 at 2018 and $225 at 2017 related to VIEs) 3,455 3,244
Asset retirement obligations 902 689
Regulatory liabilities 506 402
Other 1,703 1,865

Total current liabilities 13,922 12,482
Long-Term Debt (includes $4,015 at 2018 and $4,306 at 2017 related to VIEs) 50,507 49,035
Other Noncurrent Liabilities
Deferred income taxes 7,765 6,621
Asset retirement obligations 9,354 9,486
Regulatory liabilities 15,587 15,330
Accrued pension and other post-retirement benefit costs 1,001 1,103
Investment tax credits 539 539
Other 1,477 1,581

Total other noncurrent liabilities 35,723 34,660
Commitments and Contingencies
Equity
Common stock, $0.001 par value, 2 billion shares authorized; 713 million shares outstanding
at 2018 and 700 million shares outstanding at 2017 1 1
Additional paid-in capital 39,747 38,792
Retained earnings 3,313 3,013
Accumulated other comprehensive loss (66) (67)

Total Duke Energy Corporation stockholders' equity 42,995 41,739
Noncontrolling interests 18 (2)

Total equity 43,013 41,737
Total Liabilities and Equity $ 143,165 $ 137,914
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PART I

See Notes to Condensed Consolidated Financial Statements
9

DUKE ENERGY CORPORATION
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Nine Months Ended
September 30,

(in millions) 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 2,190 $ 2,361
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation, amortization and accretion (including amortization of nuclear fuel) 3,447 2,990
Equity component of AFUDC (175) (175)
Losses (gains) on sales of other assets 87 (28)
Impairment charges 339 216
Deferred income taxes 1,099 1,016
Equity in earnings of unconsolidated affiliates (49) (101)
Accrued pension and other post-retirement benefit costs 46 19
Contributions to qualified pension plans (141) (8)
Payments for asset retirement obligations (389) (420)
Payment for disposal of other assets (105) —
Other rate case adjustments 37 —
Provision for rate refunds 375 —
(Increase) decrease in

Net realized and unrealized mark-to-market and hedging transactions 15 4
Receivables (288) 80
Inventory 104 248
Other current assets (648) (210)

Increase (decrease) in
Accounts payable 389 (554)
Taxes accrued 122 233
Other current liabilities (180) (532)

Other assets (585) (159)
Other liabilities (23) (2)
Net cash provided by operating activities 5,667 4,978

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (6,752) (5,841)
Contributions to equity method investments (298) (370)
Purchases of debt and equity securities (2,763) (3,170)
Proceeds from sales and maturities of debt and equity securities 2,718 3,199
Other (175) (149)

Net cash used in investing activities (7,270) (6,331)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the:

Issuance of long-term debt 4,110 5,710
Issuance of common stock 834 —

Payments for the redemption of long-term debt (2,278) (2,035)
Proceeds from the issuance of short-term debt with original maturities greater than 90 days 243 265
Payments for the redemption of short-term debt with original maturities greater than 90 days (207) (237)
Notes payable and commercial paper 638 (647)
Dividends paid (1,835) (1,825)
Other 42 8

Net cash provided by financing activities 1,547 1,239
Net decrease in cash, cash equivalents and restricted cash (56) (114)
Cash, cash equivalents and restricted cash at beginning of period 505 541
Cash, cash equivalents and restricted cash at end of period $ 449 $ 427
Supplemental Disclosures:
Significant non-cash transactions:

Accrued capital expenditures $ 1,016 $ 740
Non-cash dividends 79 —
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PART I

See Notes to Condensed Consolidated Financial Statements
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DUKE ENERGY CORPORATION
Condensed Consolidated Statements of Changes in Equity
(Unaudited)

Accumulated Other Comprehensive Income (Loss)
Net Unrealized Total

Net Gains (Losses) Gains Duke Energy
Common Additional (Losses) on on Available- Pension and Corporation

Stock Common Paid-in Retained Cash Flow for-Sale- OPEB Stockholders' Noncontrolling Total
(in millions) Shares Stock Capital Earnings Hedges Securities Adjustments Equity Interests Equity
Balance at December 31, 2016 700 $ 1 $ 38,741 $ 2,384 $ (20) $ (1) $ (72) $ 41,033 $ 8 $41,041
Net income — — — 2,356 — — — 2,356 5 2,361
Other comprehensive income — — — — 1 10 2 13 — 13
Common stock issuances,
including dividend reinvestment
and employee benefits — — 33 — — — — 33 — 33
Common stock dividends — — — (1,825) — — — (1,825) — (1,825)
Distributions to noncontrolling
interest in subsidiaries — — — — — — — — (2) (2)
Other(a) — — — 21 — — — 21 — 21
Balance at September 30, 2017 700 $ 1 $ 38,774 $ 2,936 $ (19) $ 9 $ (70) $ 41,631 $ 11 $41,642

Balance at December 31, 2017 700 $ 1 $ 38,792 $ 3,013 $ (10) $ 12 $ (69) $ 41,739 $ (2) $41,737
Net income (loss) — — — 2,202 — — — 2,202 (12) 2,190
Other comprehensive income
(loss) — — — — 15 (5) 3 13 — 13
Common stock issuances,
including dividend reinvestment
and employee benefits 13 — 955 — — — — 955 — 955
Common stock dividends — — — (1,914) — — — (1,914) — (1,914)
Distributions to noncontrolling
interest in subsidiaries — — — — — — — — (1) (1)
Other(b) — — — 12 — (12) — — 33 33
Balance at September 30, 2018 713 $ 1 $ 39,747 $ 3,313 $ 5 $ (5) $ (66) $ 42,995 $ 18 $43,013

(a) Cumulative-effect adjustment due to implementation of a new accounting standard related to stock-based compensation and the associated income taxes. 
(b) Amounts in Retained Earnings and Accumulated Other Comprehensive Loss represent a cumulative-effect adjustment due to implementation of a new accounting standard related to 

Financial Instruments Classification and Measurement. See Note 1 for more information. Amount in Noncontrolling Interests relates to tax equity financing activity in the Commercial 
Renewables segment. 
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DUKE ENERGY CAROLINAS, LLC
Condensed Consolidated Statements of Operations and Comprehensive Income
(Unaudited)

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

(in millions) 2018 2017 2018 2017
Operating Revenues $ 2,090 $ 2,136 $ 5,525 $ 5,581
Operating Expenses
Fuel used in electric generation and purchased power 490 531 1,370 1,394
Operation, maintenance and other 514 494 1,464 1,472
Depreciation and amortization 305 281 866 804
Property and other taxes 67 67 214 206
Impairment charges 1 — 191 —

Total operating expenses 1,377 1,373 4,105 3,876
Losses on Sales of Other Assets and Other, net — — (1) —
Operating Income 713 763 1,419 1,705
Other Income and Expenses, net 34 40 108 140
Interest Expense 106 108 323 314
Income Before Income Taxes 641 695 1,204 1,531
Income Tax Expense 145 229 268 522
Net Income $ 496 $ 466 $ 936 $ 1,009
Other Comprehensive Income, net of tax
Reclassification into earnings from cash flow hedges — — 1 1
Comprehensive Income $ 496 $ 466 $ 937 $ 1,010
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DUKE ENERGY CAROLINAS, LLC
Condensed Consolidated Balance Sheets
(Unaudited)

(in millions) September 30, 2018 December 31, 2017
ASSETS
Current Assets
Cash and cash equivalents $ 27 $ 16
Receivables (net of allowance for doubtful accounts of $2 at 2018 and 2017) 203 200
Receivables of VIEs (net of allowance for doubtful accounts of $7 at 2018 and 2017) 795 640
Receivables from affiliated companies 158 95
Inventory 976 971
Regulatory assets 435 299
Other 55 19

Total current assets 2,649 2,240
Property, Plant and Equipment
Cost 44,086 42,939
Accumulated depreciation and amortization (15,536) (15,063)

Net property, plant and equipment 28,550 27,876
Other Noncurrent Assets
Regulatory assets 3,188 2,853
Nuclear decommissioning trust funds 3,943 3,772
Other 1,009 979

Total other noncurrent assets 8,140 7,604
Total Assets $ 39,339 $ 37,720
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 888 $ 842
Accounts payable to affiliated companies 142 209
Notes payable to affiliated companies 804 104
Taxes accrued 189 234
Interest accrued 141 108
Current maturities of long-term debt 506 1,205
Asset retirement obligations 292 337
Regulatory liabilities 144 126
Other 419 486

Total current liabilities 3,525 3,651
Long-Term Debt 9,589 8,598
Long-Term Debt Payable to Affiliated Companies 300 300
Other Noncurrent Liabilities
Deferred income taxes 3,639 3,413
Asset retirement obligations 3,420 3,273
Regulatory liabilities 6,480 6,231
Accrued pension and other post-retirement benefit costs 97 95
Investment tax credits 233 232
Other 508 566

Total other noncurrent liabilities 14,377 13,810
Commitments and Contingencies
Equity
Member's equity 11,554 11,368
Accumulated other comprehensive loss (6) (7)

Total equity 11,548 11,361
Total Liabilities and Equity $ 39,339 $ 37,720
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DUKE ENERGY CAROLINAS, LLC
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Nine Months Ended
September 30,

(in millions) 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 936 $ 1,009
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization (including amortization of nuclear fuel) 1,084 1,051
Equity component of AFUDC (57) (79)
Losses on sales of other assets 1 —
Impairment charges 191 —
Deferred income taxes 266 330
Accrued pension and other post-retirement benefit costs 3 —
Contributions to qualified pension plans (46) —
Payments for asset retirement obligations (174) (201)
Provision for rate refunds 163 —
(Increase) decrease in

Net realized and unrealized mark-to-market and hedging transactions 2 1
Receivables (154) (40)
Receivables from affiliated companies (63) 17
Inventory (11) 50
Other current assets (54) 8

Increase (decrease) in
Accounts payable 69 (78)
Accounts payable to affiliated companies (67) (88)
Taxes accrued (47) 225
Other current liabilities (129) (149)

Other assets 18 (18)
Other liabilities (47) (26)
Net cash provided by operating activities 1,884 2,012

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (2,006) (1,747)
Purchases of debt and equity securities (1,386) (1,660)
Proceeds from sales and maturities of debt and equity securities 1,386 1,664
Notes receivable from affiliated companies — 66
Other (103) (58)

Net cash used in investing activities (2,109) (1,735)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 991 —
Payments for the redemption of long-term debt (704) (115)
Notes payable to affiliated companies 700 468
Distributions to parent (750) (625)
Other (1) (1)
Net cash provided by (used in) financing activities 236 (273)
Net increase in cash and cash equivalents 11 4
Cash and cash equivalents at beginning of period 16 14
Cash and cash equivalents at end of period $ 27 $ 18
Supplemental Disclosures:
Significant non-cash transactions:

Accrued capital expenditures $ 299 $ 292
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DUKE ENERGY CAROLINAS, LLC
Condensed Consolidated Statements of Changes in Equity
(Unaudited)

Accumulated Other
Comprehensive

Loss
Net Losses on

Member's Cash Flow Total
(in millions) Equity Hedges Equity
Balance at December 31, 2016 $ 10,781 $ (9) $ 10,772
Net income 1,009 — 1,009
Other comprehensive income — 1 1
Distributions to parent (625) — (625)
Other (1) — (1)

Balance at September 30, 2017 $ 11,164 $ (8) $ 11,156

Balance at December 31, 2017 $ 11,368 $ (7) $ 11,361
Net income 936 — 936
Other comprehensive income — 1 1
Distributions to parent (750) — (750)

Balance at September 30, 2018 $ 11,554 $ (6) $ 11,548
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PROGRESS ENERGY, INC.
Condensed Consolidated Statements of Operations and Comprehensive Income
(Unaudited)

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

(in millions) 2018 2017 2018 2017
Operating Revenues $ 3,045 $ 2,864 $ 8,119 $ 7,435
Operating Expenses
Fuel used in electric generation and purchased power 1,148 1,031 3,019 2,588
Operation, maintenance and other 680 588 1,913 1,697
Depreciation and amortization 419 334 1,183 958
Property and other taxes 145 140 399 386
Impairment charges 1 135 34 137

Total operating expenses 2,393 2,228 6,548 5,766
Gains on Sales of Other Assets and Other, net 11 5 23 19
Operating Income 663 641 1,594 1,688
Other Income and Expenses, net 51 36 128 112
Interest Expense 214 193 626 595
Income Before Income Taxes 500 484 1,096 1,205
Income Tax Expense 94 141 186 384
Net Income 406 343 910 821
Less: Net Income Attributable to Noncontrolling Interests 2 2 6 7
Net Income Attributable to Parent $ 404 $ 341 $ 904 $ 814

Net Income $ 406 $ 343 $ 910 $ 821
Other Comprehensive Income, net of tax
Pension and OPEB adjustments — 3 2 5
Net unrealized gains (losses) on cash flow hedges 2 (2) 5 4
Unrealized (losses) gains on available-for-sale securities — 1 (1) 3
Other Comprehensive Income, net of tax 2 2 6 12
Comprehensive Income 408 345 916 833
Less: Comprehensive Income Attributable to Noncontrolling
Interests 2 2 6 7
Comprehensive Income Attributable to Parent $ 406 $ 343 $ 910 $ 826
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PROGRESS ENERGY, INC.
Condensed Consolidated Balance Sheets
(Unaudited)

(in millions) September 30, 2018 December 31, 2017
ASSETS
Current Assets
Cash and cash equivalents $ 43 $ 40
Receivables (net of allowance for doubtful accounts of $5 at 2018 and $4 at 2017) 131 123
Receivables of VIEs (net of allowance for doubtful accounts of $8 at 2018 and $7 at 2017) 1,098 780
Receivables from affiliated companies 15 31
Notes receivable from affiliated companies 445 240
Inventory 1,473 1,592
Regulatory assets (includes $52 at 2018 and $51 at 2017 related to VIEs) 1,122 741
Other 256 334

Total current assets 4,583 3,881
Property, Plant and Equipment
Cost 49,822 47,323
Accumulated depreciation and amortization (16,652) (15,857)
Generation facilities to be retired, net 388 421

Net property, plant and equipment 33,558 31,887
Other Noncurrent Assets
Goodwill 3,655 3,655
Regulatory assets (includes $1,055 at 2018 and $1,091 at 2017 related to VIEs) 5,987 6,010
Nuclear decommissioning trust funds 3,477 3,324
Other 1,019 931

Total other noncurrent assets 14,138 13,920
Total Assets $ 52,279 $ 49,688
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 1,301 $ 1,006
Accounts payable to affiliated companies 327 251
Notes payable to affiliated companies 794 805
Taxes accrued 244 101
Interest accrued 228 212
Current maturities of long-term debt (includes $53 at 2018 and 2017 related to VIEs) 1,322 771
Asset retirement obligations 475 295
Regulatory liabilities 246 213
Other 672 729

Total current liabilities 5,609 4,383
Long-Term Debt (includes $1,636 at 2018 and $1,689 at 2017 related to VIEs) 17,440 16,916
Long-Term Debt Payable to Affiliated Companies 150 150
Other Noncurrent Liabilities
Deferred income taxes 3,947 3,502
Asset retirement obligations 4,960 5,119
Regulatory liabilities 5,275 5,306
Accrued pension and other post-retirement benefit costs 513 545
Other 255 302

Total other noncurrent liabilities 14,950 14,774
Commitments and Contingencies
Equity
Common stock, $0.01 par value, 100 shares authorized and outstanding at 2018 and 2017 — —
Additional paid-in capital 9,143 9,143
Retained earnings 5,009 4,350
Accumulated other comprehensive loss (24) (25)

Total Progress Energy, Inc. stockholders' equity 14,128 13,468
Noncontrolling interests 2 (3)

Total equity 14,130 13,465
Total Liabilities and Equity $ 52,279 $ 49,688
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PROGRESS ENERGY, INC.
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Nine Months Ended
September 30,

(in millions) 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 910 $ 821
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation, amortization and accretion (including amortization of nuclear fuel) 1,458 1,130
Equity component of AFUDC (80) (68)
Gains on sales of other assets (23) (20)
Impairment charges 34 137
Deferred income taxes 342 651
Accrued pension and other post-retirement benefit costs 18 (9)
Contributions to qualified pension plans (45) —
Payments for asset retirement obligations (164) (190)
Other rate case adjustments 37 —
Provision for rate refunds 101 —
(Increase) decrease in

Net realized and unrealized mark-to-market and hedging transactions 14 1
Receivables (316) (182)
Receivables from affiliated companies 16 102
Inventory 119 126
Other current assets (156) (312)

Increase (decrease) in
Accounts payable 427 (281)
Accounts payable to affiliated companies 76 (59)
Taxes accrued 143 143
Other current liabilities (28) (184)

Other assets (668) (100)
Other liabilities (34) (85)
Net cash provided by operating activities 2,181 1,621

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (2,689) (2,419)
Purchases of debt and equity securities (1,216) (1,393)
Proceeds from sales and maturities of debt and equity securities 1,225 1,411
Net proceeds from the sales of other assets 20 —
Notes receivable from affiliated companies (205) (90)
Other (142) (36)

Net cash used in investing activities (3,007) (2,527)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 1,785 1,720
Payments for the redemption of long-term debt (719) (611)
Notes payable to affiliated companies (11) (129)
Dividends to parent (250) (125)
Other (3) (3)

Net cash provided by financing activities 802 852
Net decrease in cash, cash equivalents and restricted cash (24) (54)
Cash, cash equivalents and restricted cash at beginning of period 87 110
Cash, cash equivalents and restricted cash at end of period $ 63 $ 56
Supplemental Disclosures:
Significant non-cash transactions:

Accrued capital expenditures $ 441 $ 174
Equitization of certain notes payable to affiliates — 1,047
Dividend to parent related to a legal entity restructuring — 547
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PROGRESS ENERGY, INC.
Condensed Consolidated Statements of Changes in Equity
(Unaudited)

Accumulated Other Comprehensive Income (Loss)
Net Unrealized Total Progress

Additional Net Losses on Gains (losses) on Pension and Energy, Inc.
Paid-in Retained Cash Flow Available-for- OPEB Stockholders' Noncontrolling Total

(in millions) Capital Earnings Hedges Sale Securities Adjustments Equity Interests Equity
Balance at December 31, 2016 $ 8,094 $ 3,764 $ (23) $ 1 $ (16) $ 11,820 $ (13) $ 11,807
Net income — 814 — — — 814 7 821
Other comprehensive income — — 4 3 5 12 — 12
Dividends to parent(a) — (672) — — — (672) — (672)
Equitization of certain notes payable to affiliates 1,047 — — — — 1,047 — 1,047
Other 2 — — — — 2 — 2
Balance at September 30, 2017 $ 9,143 $ 3,906 $ (19) $ 4 $ (11) $ 13,023 $ (6) $ 13,017

Balance at December 31, 2017 $ 9,143 $ 4,350 $ (18) $ 5 $ (12) $ 13,468 $ (3) $ 13,465
Net income — 904 — — — 904 6 910
Other comprehensive income (loss) — — 5 (1) 2 6 — 6
Distributions to noncontrolling interests — — — — — — (1) (1)
Dividends to parent — (250) — — — (250) — (250)
Other(b) — 5 — (5) — — — —
Balance at September 30, 2018 $ 9,143 $ 5,009 $ (13) $ (1) $ (10) $ 14,128 $ 2 $ 14,130

(a) Includes a $547 million non-cash dividend related to a legal entity restructuring.
(b) Amounts in Retained Earnings and Accumulated Other Comprehensive Loss represent a cumulative-effect adjustment due to implementation of a new accounting standard related to 

Financial Instruments Classification and Measurement. See Note 1 for more information. 
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DUKE ENERGY PROGRESS, LLC
Condensed Consolidated Statements of Operations and Comprehensive Income
(Unaudited)

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

(in millions) 2018 2017 2018 2017
Operating Revenues $ 1,582 $ 1,460 $ 4,333 $ 3,878
Operating Expenses
Fuel used in electric generation and purchased power 535 475 1,452 1,214
Operation, maintenance and other 431 365 1,187 1,069
Depreciation and amortization 253 182 723 536
Property and other taxes 40 40 115 120
Impairment charges — — 33 —

Total operating expenses 1,259 1,062 3,510 2,939
Gains on Sales of Other Assets and Other, net 7 — 9 3
Operating Income 330 398 832 942
Other Income and Expenses, net 24 27 61 84
Interest Expense 82 65 241 217
Income Before Income Taxes 272 360 652 809
Income Tax Expense 56 114 120 262
Net Income and Comprehensive Income $ 216 $ 246 $ 532 $ 547
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DUKE ENERGY PROGRESS, LLC
Condensed Consolidated Balance Sheets
(Unaudited)

(in millions) September 30, 2018 December 31, 2017
ASSETS
Current Assets
Cash and cash equivalents $ 17 $ 20
Receivables (net of allowance for doubtful accounts of $2 at 2018 and $1 at 2017) 34 56
Receivables of VIEs (net of allowance for doubtful accounts of $5 at 2018 and 2017) 635 459
Receivables from affiliated companies 6 3
Notes receivable from affiliated companies 52 —
Inventory 956 1,017
Regulatory assets 677 352
Other 112 97

Total current assets 2,489 2,004
Property, Plant and Equipment
Cost 31,091 29,583
Accumulated depreciation and amortization (11,484) (10,903)
Generation facilities to be retired, net 388 421

Net property, plant and equipment 19,995 19,101
Other Noncurrent Assets
Regulatory assets 3,822 3,507
Nuclear decommissioning trust funds 2,744 2,588
Other 653 599

Total other noncurrent assets 7,219 6,694
Total Assets $ 29,703 $ 27,799
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 808 $ 402
Accounts payable to affiliated companies 252 179
Notes payable to affiliated companies — 240
Taxes accrued 92 64
Interest accrued 100 102
Current maturities of long-term debt 603 3
Asset retirement obligations 470 295
Regulatory liabilities 162 139
Other 353 376

Total current liabilities 2,840 1,800
Long-Term Debt 7,401 7,204
Long-Term Debt Payable to Affiliated Companies 150 150
Other Noncurrent Liabilities
Deferred income taxes 2,076 1,883
Asset retirement obligations 4,371 4,378
Regulatory liabilities 4,128 3,999
Accrued pension and other post-retirement benefit costs 240 248
Investment tax credits 143 143
Other 48 45

Total other noncurrent liabilities 11,006 10,696
Commitments and Contingencies
Equity
Member's Equity 8,306 7,949
Total Liabilities and Equity $ 29,703 $ 27,799
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DUKE ENERGY PROGRESS, LLC
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Nine Months Ended
September 30,

(in millions) 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 532 $ 547
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization (including amortization of nuclear fuel) 869 691
Equity component of AFUDC (41) (35)
Gains on sales of other assets (9) (4)
Impairment charges 33 —
Deferred income taxes 187 287
Accrued pension and other post-retirement benefit costs 11 (15)
Contributions to qualified pension plans (25) —
Payments for asset retirement obligations (133) (149)
Other rate case adjustments 37 —
Provision for rate refunds 101 —
(Increase) decrease in

Net realized and unrealized mark-to-market and hedging transactions 3 (2)
Receivables (154) (47)
Receivables from affiliated companies (3) (3)
Inventory 62 52
Other current assets (239) (34)

Increase (decrease) in
Accounts payable 325 (286)
Accounts payable to affiliated companies 73 (20)
Taxes accrued 28 33
Other current liabilities (27) (139)

Other assets (358) (49)
Other liabilities 11 (9)
Net cash provided by operating activities 1,283 818

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (1,526) (1,247)
Purchases of debt and equity securities (831) (995)
Proceeds from sales and maturities of debt and equity securities 807 974
Net proceeds from the sales of other assets 20 —
Notes receivable from affiliated companies (52) 64
Other (82) (26)

Net cash used in investing activities (1,664) (1,230)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 796 812
Payments for the redemption of long-term debt (2) (270)
Notes payable to affiliated companies (240) —
Distributions to parent (175) (125)
Other (1) (1)

Net cash provided by financing activities 378 416
Net (decrease) increase in cash and cash equivalents (3) 4
Cash and cash equivalents at beginning of period 20 11
Cash and cash equivalents at end of period $ 17 $ 15
Supplemental Disclosures:
Significant non-cash transactions:

Accrued capital expenditures $ 261 $ 116
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DUKE ENERGY PROGRESS, LLC
Condensed Consolidated Statements of Changes in Equity
(Unaudited)

Member's
(in millions) Equity
Balance at December 31, 2016 $ 7,358
Net income 547
Distributions to parent (125)
Balance at September 30, 2017 $ 7,780

Balance at December 31, 2017 $ 7,949
Net income 532
Distributions to parent (175)
Balance at September 30, 2018 $ 8,306
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DUKE ENERGY FLORIDA, LLC
Condensed Consolidated Statements of Operations and Comprehensive Income
(Unaudited)

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

(in millions) 2018 2017 2018 2017
Operating Revenues $ 1,462 $ 1,401 $ 3,780 $ 3,551
Operating Expenses
Fuel used in electric generation and purchased power 614 557 1,567 1,374
Operation, maintenance and other 245 220 719 623
Depreciation and amortization 166 154 460 423
Property and other taxes 105 99 284 265
Impairment charges 1 135 1 137

Total operating expenses 1,131 1,165 3,031 2,822
Operating Income 331 236 749 729
Other Income and Expenses, net 28 19 75 58
Interest Expense 73 71 210 211
Income Before Income Taxes 286 184 614 576
Income Tax Expense 43 64 100 208
Net Income $ 243 $ 120 $ 514 $ 368
Other Comprehensive (Loss) Income, net of tax
Unrealized (losses) gains on available-for-sale securities — 1 (1) 3
Comprehensive Income $ 243 $ 121 $ 513 $ 371
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DUKE ENERGY FLORIDA, LLC 
Condensed Consolidated Balance Sheets
(Unaudited)

(in millions) September 30, 2018 December 31, 2017
ASSETS
Current Assets
Cash and cash equivalents $ 20 $ 13
Receivables (net of allowance for doubtful accounts of $3 at 2018 and 2017) 95 65
Receivables of VIEs (net of allowance for doubtful accounts of $3 at 2018 and $2 at 2017) 463 321
Receivables from affiliated companies 20 2
Notes receivable from affiliated companies 393 313
Inventory 517 574
Regulatory assets (includes $52 at 2018 and $51 at 2017 related to VIEs) 445 389
Other (includes $14 at 2018 and $40 at 2017 related to VIEs) 27 86

Total current assets 1,980 1,763
Property, Plant and Equipment
Cost 18,722 17,730
Accumulated depreciation and amortization (5,161) (4,947)

Net property, plant and equipment 13,561 12,783
Other Noncurrent Assets
Regulatory assets (includes $1,055 at 2018 and $1,091 at 2017 related to VIEs) 2,165 2,503
Nuclear decommissioning trust funds 734 736
Other 315 284

Total other noncurrent assets 3,214 3,523
Total Assets $ 18,755 $ 18,069
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 492 $ 602
Accounts payable to affiliated companies 83 74
Taxes accrued 232 34
Interest accrued 74 56
Current maturities of long-term debt (includes $53 at 2018 and 2017 related to VIEs) 269 768
Asset retirement obligations 4 —
Regulatory liabilities 84 74
Other 315 334

Total current liabilities 1,553 1,942
Long-Term Debt (includes $1,336 at 2018 and $1,389 at 2017 related to VIEs) 7,102 6,327
Other Noncurrent Liabilities
Deferred income taxes 2,012 1,761
Asset retirement obligations 589 742
Regulatory liabilities 1,146 1,307
Accrued pension and other post-retirement benefit costs 241 264
Other 56 108

Total other noncurrent liabilities 4,044 4,182
Commitments and Contingencies
Equity
Member's equity 6,058 5,614
Accumulated other comprehensive (loss) income (2) 4

Total equity 6,056 5,618
Total Liabilities and Equity $ 18,755 $ 18,069
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DUKE ENERGY FLORIDA, LLC 
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Nine Months Ended
September 30,

(in millions) 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 514 $ 368
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation, amortization and accretion 581 431
Equity component of AFUDC (40) (33)
Impairment charges 1 137
Deferred income taxes 169 366
Accrued pension and other post-retirement benefit costs 4 3
Contributions to qualified pension plans (20) —
Payments for asset retirement obligations (31) (41)
(Increase) decrease in

Net realized and unrealized mark-to-market and hedging transactions 7 3
Receivables (163) (140)
Receivables from affiliated companies (18) 1
Inventory 57 74
Other current assets 51 (195)

Increase (decrease) in
Accounts payable 101 6
Accounts payable to affiliated companies 9 (35)
Taxes accrued 198 109
Other current liabilities 1 (45)

Other assets (308) (35)
Other liabilities (58) (71)
Net cash provided by operating activities 1,055 903

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (1,162) (1,172)
Purchases of debt and equity securities (385) (398)
Proceeds from sales and maturities of debt and equity securities 418 437
Notes receivable from affiliated companies (80) (70)
Other (61) (10)

Net cash used in investing activities (1,270) (1,213)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 989 908
Payments for the redemption of long-term debt (717) (341)
Notes payable to affiliated companies — (297)
Distributions to parent (75) —
Other (1) (1)

Net cash provided by financing activities 196 269
Net decrease in cash, cash equivalents and restricted cash (19) (41)
Cash, cash equivalents and restricted cash at beginning of period 53 69
Cash, cash equivalents and restricted cash at end of period $ 34 $ 28
Supplemental Disclosures:
Significant non-cash transactions:

Accrued capital expenditures $ 180 $ 102
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DUKE ENERGY FLORIDA, LLC 
Condensed Consolidated Statements of Changes in Equity
(Unaudited)

Accumulated
Other

Comprehensive
Income (Loss)

Net Unrealized
Gains (Losses) on

Member's Available-for-Sale Total
(in millions) Equity Securities Equity
Balance at December 31, 2016 $ 4,899 $ 1 $ 4,900
Net income 368 — 368
Other comprehensive income — 3 3
Other 3 — 3
Balance at September 30, 2017 $ 5,270 $ 4 $ 5,274

Balance at December 31, 2017 $ 5,614 $ 4 $ 5,618
Net income 514 — 514

Other comprehensive loss — (1) (1)
Distributions to parent (75) — (75)
Other(a) 5 (5) —
Balance at September 30, 2018 $ 6,058 $ (2) $ 6,056

(a) Amounts in Member's Equity and Accumulated Other Comprehensive Income (Loss) represent a cumulative-effect adjustment due 
to implementation of a new accounting standard related to Financial Instruments Classification and Measurement. See Note 1 for 
more information. 
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DUKE ENERGY OHIO, INC.
Condensed Consolidated Statements of Operations and Comprehensive Income
(Unaudited)

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

(in millions) 2018 2017 2018 2017
Operating Revenues
Regulated electric $ 373 $ 371 $ 1,055 $ 1,036
Regulated natural gas 84 90 361 360
Nonregulated electric and other 12 10 36 30

Total operating revenues 469 471 1,452 1,426
Operating Expenses
Fuel used in electric generation and purchased power – regulated 99 100 284 283
Fuel used in electric generation and purchased power – nonregulated 14 13 43 42
Cost of natural gas 4 5 73 69
Operation, maintenance and other 76 125 337 388
Depreciation and amortization 64 63 196 193
Property and other taxes 73 65 218 204
Impairment charges — — — 1

Total operating expenses 330 371 1,151 1,180
Gains (Losses) on Sales of Other Assets and Other, net — 1 (106) 1
Operating Income 139 101 195 247
Other Income and Expenses, net 3 5 17 15
Interest Expense 23 22 68 67
Income From Continuing Operations Before Income Taxes 119 84 144 195
Income Tax Expense From Continuing Operations 19 28 23 67
Income From Continuing Operations 100 56 121 128
Loss From Discontinued Operations, net of tax — (1) — (1)
Net Income and Comprehensive Income $ 100 $ 55 $ 121 $ 127
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DUKE ENERGY OHIO, INC.
Condensed Consolidated Balance Sheets 
(Unaudited)

(in millions) September 30, 2018 December 31, 2017
ASSETS
Current Assets
Cash and cash equivalents $ 7 $ 12
Receivables (net of allowance for doubtful accounts of $3 at 2018 and 2017) 112 68
Receivables from affiliated companies 71 133
Notes receivable from affiliated companies — 14
Inventory 135 133
Regulatory assets 41 49
Other 28 39

Total current assets 394 448
Property, Plant and Equipment
Cost 9,176 8,732
Accumulated depreciation and amortization (2,683) (2,691)

Net property, plant and equipment 6,493 6,041
Other Noncurrent Assets
Goodwill 920 920
Regulatory assets 427 445
Other 62 21

Total other noncurrent assets 1,409 1,386
Total Assets $ 8,296 $ 7,875
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 251 $ 313
Accounts payable to affiliated companies 54 62
Notes payable to affiliated companies 268 29
Taxes accrued 159 190
Interest accrued 34 21
Current maturities of long-term debt 452 3
Asset retirement obligations 7 3
Regulatory liabilities 57 36
Other 67 71

Total current liabilities 1,349 728
Long-Term Debt 1,589 2,039
Long-Term Debt Payable to Affiliated Companies 25 25
Other Noncurrent Liabilities
Deferred income taxes 790 781
Asset retirement obligations 91 81
Regulatory liabilities 865 891
Accrued pension and other post-retirement benefit costs 84 59
Other 113 108

Total other noncurrent liabilities 1,943 1,920
Commitments and Contingencies
Equity
Common stock, $8.50 par value, 120 million shares authorized; 90 million shares
outstanding at 2018 and 2017 762 762
Additional paid-in capital 2,776 2,670
Accumulated deficit (148) (269)

Total equity 3,390 3,163
Total Liabilities and Equity $ 8,296 $ 7,875
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DUKE ENERGY OHIO, INC.
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Nine Months Ended
September 30,

(in millions) 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 121 $ 127
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization 199 196
Equity component of AFUDC (10) (8)
Losses (gains) on sales of other assets 106 (1)
Impairment charges — 1
Deferred income taxes 9 70
Accrued pension and other post-retirement benefit costs 3 3
Contributions to qualified pension plans — (4)
Payments for asset retirement obligations (3) (4)
Provision for rate refunds 23 —
(Increase) decrease in

Net realized and unrealized mark-to-market and hedging transactions — 1
Receivables (44) 3
Receivables from affiliated companies 62 48
Inventory (2) 1
Other current assets 12 (8)

Increase (decrease) in
Accounts payable (47) (48)
Accounts payable to affiliated companies (8) (4)
Taxes accrued (31) (21)
Other current liabilities 19 (6)

Other assets 3 (13)
Other liabilities (17) (2)
Net cash provided by operating activities 395 331

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (588) (457)
Cost of removal, net of salvage (63) (25)
Notes receivable from affiliated companies 14 7
Other 1 —

Net cash used in investing activities (636) (475)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt — 182
Payments for the redemption of long-term debt (3) (2)
Notes payable to affiliated companies 239 (16)
Dividends to parent — (25)
Other — (1)

Net cash provided by financing activities 236 138
Net decrease in cash and cash equivalents (5) (6)
Cash and cash equivalents at beginning of period 12 13
Cash and cash equivalents at end of period $ 7 $ 7
Supplemental Disclosures:
Significant non-cash transactions:

Accrued capital expenditures $ 83 $ 65
Non-cash equity contribution from parent 106 —
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DUKE ENERGY OHIO, INC.
Condensed Consolidated Statements of Changes in Equity
(Unaudited)

Additional
Common Paid-in Accumulated Total

(in millions) Stock Capital Deficit Equity
Balance at December 31, 2016 $ 762 $ 2,695 $ (461) $ 2,996
Net income — — 127 127
Dividends to parent — (25) — (25)
Balance at September 30, 2017 $ 762 $ 2,670 $ (334) $ 3,098

Balance at December 31, 2017 $ 762 $ 2,670 $ (269) $ 3,163
Net income — — 121 121

Contribution from parent(a) — 106 — 106
Balance at September 30, 2018 $ 762 $ 2,776 $ (148) $ 3,390

(a) Represents a non-cash settlement through equity of an intercompany payable from Duke Energy Ohio to its parent.
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DUKE ENERGY INDIANA, LLC
Condensed Consolidated Statements of Operations and Comprehensive Income
(Unaudited)

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

(in millions) 2018 2017 2018 2017
Operating Revenues $ 819 $ 802 $ 2,288 $ 2,302
Operating Expenses
Fuel used in electric generation and purchased power 272 259 730 744
Operation, maintenance and other 198 177 576 546
Depreciation and amortization 130 120 386 336
Property and other taxes 16 19 56 56
Impairment charges 30 — 30 —

Total operating expenses 646 575 1,778 1,682
Gains on Sale of Other Assets and Other, net — 1 — 1
Operating Income 173 228 510 621
Other Income and Expenses, net 23 12 36 32
Interest Expense 42 44 125 132
Income Before Income Taxes 154 196 421 521
Income Tax Expense 35 75 104 203
Net Income and Comprehensive Income $ 119 $ 121 $ 317 $ 318
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DUKE ENERGY INDIANA, LLC
Condensed Consolidated Balance Sheets
(Unaudited)

(in millions) September 30, 2018 December 31, 2017
ASSETS
Current Assets
Cash and cash equivalents $ 17 $ 9
Receivables (net of allowance for doubtful accounts of $2 at 2018 and 2017) 56 57
Receivables from affiliated companies 98 125
Inventory 434 450
Regulatory assets 190 165
Other 64 30

Total current assets 859 836
Property, Plant and Equipment
Cost 15,298 14,948
Accumulated depreciation and amortization (4,831) (4,662)

Net property, plant and equipment 10,467 10,286
Other Noncurrent Assets
Regulatory assets 950 978
Other 233 189

Total other noncurrent assets 1,183 1,167
Total Assets $ 12,509 $ 12,289
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 177 $ 196
Accounts payable to affiliated companies 72 78
Notes payable to affiliated companies 201 161
Taxes accrued 44 95
Interest accrued 54 57
Current maturities of long-term debt 62 3
Asset retirement obligations 128 54
Regulatory liabilities 25 24
Other 109 104

Total current liabilities 872 772
Long-Term Debt 3,571 3,630
Long-Term Debt Payable to Affiliated Companies 150 150
Other Noncurrent Liabilities
Deferred income taxes 988 925
Asset retirement obligations 616 727
Regulatory liabilities 1,761 1,723
Accrued pension and other post-retirement benefit costs 110 76
Investment tax credits 147 147
Other 31 18

Total other noncurrent liabilities 3,653 3,616
Commitments and Contingencies
Equity
Member's Equity 4,263 4,121
Total Liabilities and Equity $ 12,509 $ 12,289
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DUKE ENERGY INDIANA, LLC
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Nine Months Ended
September 30,

(in millions) 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 317 $ 318
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation, amortization and accretion 388 339
Equity component of AFUDC (28) (20)
Gain on sale of other assets and other, net — (1)
Impairment charges 30 —
Deferred income taxes 94 101
Accrued pension and other post-retirement benefit costs 5 4
Contributions to qualified pension plans (8) —
Payments for asset retirement obligations (49) (26)
Provision for rate refunds 58 —
(Increase) decrease in

Receivables 1 53
Receivables from affiliated companies 27 31
Inventory 16 54
Other current assets (59) 18

Increase (decrease) in
Accounts payable 28 (71)
Accounts payable to affiliated companies (6) (1)
Taxes accrued (51) 115
Other current liabilities 6 (18)

Other assets 29 (24)
Other liabilities (13) 32
Net cash provided by operating activities 785 904

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (619) (603)
Purchases of debt and equity securities (42) (15)
Proceeds from sales and maturities of debt and equity securities 18 6
Notes receivable from affiliated companies — 57
Other 3 (40)

Net cash used in investing activities (640) (595)
CASH FLOWS FROM FINANCING ACTIVITIES
Payments for the redemption of long-term debt (1) (3)
Notes payable to affiliated companies 40 —
Distributions to parent (175) (300)
Other (1) (1)

Net cash used in financing activities (137) (304)
Net increase in cash and cash equivalents 8 5
Cash and cash equivalents at beginning of period 9 17
Cash and cash equivalents at end of period $ 17 $ 22
Supplemental Disclosures:
Significant non-cash transactions:

Accrued capital expenditures $ 71 $ 101
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DUKE ENERGY INDIANA, LLC
Condensed Consolidated Statements of Changes in Equity
(Unaudited)

Member's
(in millions) Equity
Balance at December 31, 2016 $ 4,067
Net income 318
Distributions to parent (300)
Balance at September 30, 2017 $ 4,085

Balance at December 31, 2017 $ 4,121
Net income 317
Distributions to parent (175)
Balance at September 30, 2018 $ 4,263
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PIEDMONT NATURAL GAS COMPANY, INC.
Condensed Consolidated Statements of Operations and Comprehensive Income
(Unaudited)

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

(in millions) 2018 2017 2018 2017
Operating Revenues $ 172 $ 183 $ 940 $ 884
Operating Expenses
Cost of natural gas 54 63 387 333
Operation, maintenance and other 85 73 252 226
Depreciation and amortization 40 38 118 109
Property and other taxes 12 13 36 38
Impairment charges — — — 7

Total operating expenses 191 187 793 713
Operating (Loss) Income (19) (4) 147 171
Other Income and Expenses
Equity in earnings of unconsolidated affiliates 3 3 6 8
Other income and expenses, net 3 — 9 (1)

Total other income and expenses 6 3 15 7
Interest Expense 19 20 60 59
(Loss) Income Before Income Taxes (32) (21) 102 119
Income Tax (Benefit) Expense (11) (10) 21 43
Net (Loss) Income and Comprehensive (Loss) Income $ (21) $ (11) $ 81 $ 76
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PIEDMONT NATURAL GAS COMPANY, INC.
Condensed Consolidated Balance Sheets
(Unaudited)

(in millions) September 30, 2018 December 31, 2017
ASSETS
Current Assets
Cash and cash equivalents $ 6 $ 19
Receivables (net of allowance for doubtful accounts of $1 at 2018 and $2 at 2017) 83 275
Receivables from affiliated companies 10 7
Notes receivable from affiliated companies 11 —
Inventory 51 66
Regulatory assets 38 95
Other 48 52

Total current assets 247 514
Property, Plant and Equipment
Cost 7,265 6,725
Accumulated depreciation and amortization (1,553) (1,479)

Net property, plant and equipment 5,712 5,246
Other Noncurrent Assets
Goodwill 49 49
Regulatory assets 305 283
Investments in equity method unconsolidated affiliates 63 61
Other 65 65

Total other noncurrent assets 482 458
Total Assets $ 6,441 $ 6,218
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 131 $ 125
Accounts payable to affiliated companies 27 13
Notes payable to affiliated companies — 364
Taxes accrued 31 19
Interest accrued 25 31
Current maturities of long-term debt 350 250
Regulatory liabilities 34 3
Other 51 69

Total current liabilities 649 874
Long-Term Debt 1,788 1,787
Other Noncurrent Liabilities
Deferred income taxes 586 564
Asset retirement obligations 15 15
Regulatory liabilities 1,171 1,141
Accrued pension and other post-retirement benefit costs 3 5
Other 186 170

Total other noncurrent liabilities 1,961 1,895
Commitments and Contingencies
Equity
Common stock, no par value: 100 shares authorized and outstanding at 2018 and 2017 1,160 860
Retained earnings 883 802

Total equity 2,043 1,662
Total Liabilities and Equity $ 6,441 $ 6,218
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PIEDMONT NATURAL GAS COMPANY, INC.
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Nine Months Ended
September 30,

(in millions) 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 81 $ 76
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization 120 112
Impairment charges — 7
Deferred income taxes 2 127
Equity in earnings from unconsolidated affiliates (6) (8)
Accrued pension and other post-retirement benefit costs (3) 9
Provision for rate refunds 31 —
(Increase) decrease in

Receivables 192 157
Receivables from affiliated companies (3) (1)
Inventory 16 13
Other current assets 58 (129)

Increase (decrease) in
Accounts payable (48) (52)
Accounts payable to affiliated companies 14 (1)
Taxes accrued 11 (37)
Other current liabilities 8 (21)

Other assets (4) (9)
Other liabilities (5) (7)
Net cash provided by operating activities 464 236

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (497) (407)
Cost of removal, net of salvage (8) —
Contributions to equity method investments — (12)
Notes receivable from affiliated companies (11) —
Other 3 2

Net cash used in investing activities (513) (417)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 100 250
Payments for the redemption of long-term debt — (35)
Notes payable and commercial paper — (330)
Notes payable to affiliated companies (364) 284
Capital contributions from parent 300 —
Other — (1)

Net cash provided by financing activities 36 168
Net decrease in cash and cash equivalents (13) (13)
Cash and cash equivalents at beginning of period 19 25
Cash and cash equivalents at end of period $ 6 $ 12
Supplemental Disclosures:
Significant non-cash transactions:

Accrued capital expenditures $ 89 $ 47
Transfer of ownership interest of certain equity method investees to parent — 149
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PIEDMONT NATURAL GAS COMPANY, INC.
Condensed Consolidated Statements of Changes in Equity
(Unaudited)

Common Retained Total
(in millions) Stock Earnings Equity
Balance at December 31, 2016 $ 860 $ 812 $ 1,672
Net income — 76 76
Transfer of ownership interest of certain equity method investees to parent — (149) (149)
Balance at September 30, 2017 $ 860 $ 739 $ 1,599

Balance at December 31, 2017 $ 860 $ 802 $ 1,662
Net income — 81 81
Contribution from parent 300 — 300
Balance at September 30, 2018 $ 1,160 $ 883 $ 2,043
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Index to Combined Notes to Condensed Consolidated Financial Statements

The unaudited notes to the Condensed Consolidated Financial Statements that follow are a combined presentation. The following list indicates 
the registrants to which the footnotes apply.

Applicable Notes
Registrant 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18
Duke Energy Corporation • • • • • • • • • • • • • • • • •
Duke Energy Carolinas, LLC • • • • • • • • • • • • • • •
Progress Energy, Inc. • • • • • • • • • • • • • • • •
Duke Energy Progress, LLC • • • • • • • • • • • • • • •
Duke Energy Florida, LLC • • • • • • • • • • • • • • •
Duke Energy Ohio, Inc. • • • • • • • • • • • • • • •
Duke Energy Indiana, LLC • • • • • • • • • • • • • • •
Piedmont Natural Gas Company, Inc. • • • • • • • • • • • • • •

Tables within the notes may not sum across due to (i) Progress Energy's consolidation of Duke Energy Progress, Duke Energy Florida and other 
subsidiaries that are not registrants and (ii) subsidiaries that are not registrants but included in the consolidated Duke Energy balances.

1. ORGANIZATION AND BASIS OF PRESENTATION

NATURE OF OPERATIONS AND BASIS OF CONSOLIDATION

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.) primarily through 
its direct and indirect subsidiaries. Certain Duke Energy subsidiaries are also subsidiary registrants, including Duke Energy Carolinas, LLC (Duke 
Energy Carolinas); Progress Energy, Inc. (Progress Energy); Duke Energy Progress, LLC (Duke Energy Progress); Duke Energy Florida, LLC 
(Duke Energy Florida); Duke Energy Ohio, Inc. (Duke Energy Ohio), Duke Energy Indiana, LLC (Duke Energy Indiana) and Piedmont Natural 
Gas Company, Inc. (Piedmont). When discussing Duke Energy’s consolidated financial information, it necessarily includes the results of its 
separate subsidiary registrants (collectively referred to as the Subsidiary Registrants), which, along with Duke Energy, are collectively referred to 
as the Duke Energy Registrants.

These Condensed Consolidated Financial Statements include, after eliminating intercompany transactions and balances, the accounts of the 
Duke Energy Registrants and subsidiaries where the respective Duke Energy Registrants have control. These Condensed Consolidated 
Financial Statements also reflect the Duke Energy Registrants’ proportionate share of certain jointly owned generation and transmission facilities. 
Substantially all of the Subsidiary Registrants' operations qualify for regulatory accounting.

Duke Energy Carolinas is a regulated public utility primarily engaged in the generation, transmission, distribution and sale of electricity in portions 
of North Carolina and South Carolina. Duke Energy Carolinas is subject to the regulatory provisions of the North Carolina Utilities Commission 
(NCUC), Public Service Commission of South Carolina (PSCSC), U.S. Nuclear Regulatory Commission (NRC) and FERC.

Progress Energy is a public utility holding company headquartered in Raleigh, North Carolina, subject to regulation by FERC. Progress Energy 
conducts operations through its wholly owned subsidiaries, Duke Energy Progress and Duke Energy Florida.

Duke Energy Progress is a regulated public utility primarily engaged in the generation, transmission, distribution and sale of electricity in portions 
of North Carolina and South Carolina. Duke Energy Progress is subject to the regulatory provisions of the NCUC, PSCSC, NRC and FERC.

Duke Energy Florida is a regulated public utility primarily engaged in the generation, transmission, distribution and sale of electricity in portions of 
Florida. Duke Energy Florida is subject to the regulatory provisions of the Florida Public Service Commission (FPSC), NRC and FERC.

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 conducts competitive auctions for retail electricity supply in Ohio whereby the energy price is recovered from retail 
customers and recorded in Operating Revenues on the Condensed Consolidated Statements of Operations and Comprehensive Income. 
Operations in Kentucky are conducted through its wholly owned subsidiary, Duke Energy Kentucky, Inc. (Duke Energy Kentucky). References 
herein to Duke Energy Ohio collectively include Duke Energy Ohio and its subsidiaries, unless otherwise noted. Duke Energy Ohio is subject to 
the regulatory provisions of the Public Utilities Commission of Ohio (PUCO), Kentucky Public Service Commission (KPSC) and FERC. 

Duke Energy Indiana is a regulated public utility primarily engaged in the generation, transmission, distribution and sale of electricity in portions 
of Indiana. Duke Energy Indiana is subject to the regulatory provisions of the Indiana Utility Regulatory Commission (IURC) and FERC.

Piedmont is a regulated public utility primarily engaged in the distribution of natural gas in portions of North Carolina, South Carolina and 
Tennessee. Piedmont is subject to the regulatory provisions of the NCUC, PSCSC, Tennessee Public Utility Commission (TPUC) and FERC. 
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BASIS OF PRESENTATION

These Condensed Consolidated Financial Statements have been prepared in accordance with generally accepted accounting principles in the 
U.S. (GAAP) for interim financial information and with the instructions to Form 10-Q and Regulation S-X. Accordingly, these Condensed 
Consolidated Financial Statements do not include all information and notes required by GAAP for annual financial statements. Since the interim 
Condensed Consolidated Financial Statements and Notes do not include all information and notes required by GAAP in the U.S. for annual 
financial statements, the Condensed Consolidated Financial Statements and other information included in this quarterly report should be read in 
conjunction with the Consolidated Financial Statements and Notes in the Duke Energy Registrants’ combined Annual Report on Form 10-K/A for 
the year ended December 31, 2017.

The information in these combined notes relates to each of the Duke Energy Registrants as noted in the Index to Combined Notes to Condensed 
Consolidated Financial Statements. However, none of the registrants make any representations as to information related solely to Duke Energy 
or the subsidiaries of Duke Energy other than itself.

These Condensed Consolidated Financial Statements, in the opinion of the respective companies’ management, reflect all normal recurring 
adjustments necessary to fairly present the financial position and results of operations of each of the Duke Energy Registrants. Amounts reported 
in Duke Energy’s interim Condensed Consolidated Statements of Operations and each of the Subsidiary Registrants’ interim Condensed 
Consolidated Statements of Operations and Comprehensive Income are not necessarily indicative of amounts expected for the respective 
annual periods due to effects of seasonal temperature variations on energy consumption, regulatory rulings, timing of maintenance on electric 
generating units, changes in mark-to-market valuations, changing commodity prices and other factors.

In preparing financial statements that conform to GAAP, management must make estimates and assumptions that affect the reported amounts of 
assets and liabilities, the reported amounts of revenues and expenses, and the disclosure of contingent assets and liabilities at the date of the 
financial statements. Actual results could differ from those estimates.

Certain prior year amounts have been reclassified to conform to the current year presentation. 

REVENUE

Duke Energy recognizes revenue as customers obtain control of promised goods and services in an amount that reflects consideration expected 
in exchange for those goods or services. Generally, the delivery of electricity and natural gas results in the transfer of control to customers at the 
time the commodity is delivered and the amount of revenue recognized is equal to the amount billed to each customer, including estimated 
volumes delivered when billings have not yet occurred. See Note 13 for further information. 

OTHER CURRENT ASSETS

Duke Energy recorded a receivable related to the Tax Act in Other within Current Assets in September 2018. As a result, Income taxes receivable 
exceeds five percent of Total current assets on the Duke Energy Condensed Consolidated Balance Sheets and is $655 million and $260 million 
as of September 30, 2018, and December 31, 2017, respectively. See Note 17 for further information.

CASH, CASH EQUIVALENTS AND RESTRICTED CASH

Duke Energy, Progress Energy and Duke Energy Florida have restricted cash balances related primarily to collateral assets, escrow deposits 
and variable interest entities (VIEs). See Note 12 for additional information. Restricted cash amounts are included in Other within Current Assets 
and Other Noncurrent Assets. The following table presents the components of cash, cash equivalents and restricted cash included in the 
Condensed Consolidated Balance Sheets. 

September 30, 2018 December 31, 2017
Duke Duke

Duke Progress Energy Duke Progress Energy
Energy Energy Florida Energy Energy Florida

Current Assets
Cash and cash equivalents $ 303 $ 43 $ 20 $ 358 $ 40 $ 13
Other 139 14 14 138 40 40

Other Noncurrent Assets
Other 7 6 — 9 7 —

Total cash, cash equivalents and restricted cash $ 449 $ 63 $ 34 $ 505 $ 87 $ 53
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INVENTORY

Inventory is used for operations and is recorded primarily using the average cost method. Inventory related to regulated operations is valued at 
historical cost. Inventory related to nonregulated operations is valued at the lower of cost or market. Materials and supplies are recorded as 
inventory when purchased and subsequently charged to expense or capitalized to property, plant and equipment when installed. Inventory, 
including excess or obsolete inventory, is written-down to the lower of cost or market value. Once inventory has been written-down, it creates a 
new cost basis for the inventory that is not subsequently written-up. Provisions for inventory write-offs were not material at September 30, 2018, 
and December 31, 2017. The components of inventory are presented in the tables below.

 September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
 (in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Materials and supplies $ 2,283 $ 758 $ 1,071 $ 748 $ 323 $ 87 $ 294 $ 1
Coal 515 176 187 99 88 14 138 —
Natural gas, oil and other fuel 342 42 215 109 106 34 2 50

Total inventory $ 3,140 $ 976 $ 1,473 $ 956 $ 517 $ 135 $ 434 $ 51

 December 31, 2017
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Materials and supplies $ 2,293 $ 744 $ 1,118 $ 774 $ 343 $ 82 $ 309 $ 2
Coal 603 192 255 139 116 17 139 —
Natural gas, oil and other fuel 354 35 219 104 115 34 2 64

Total inventory $ 3,250 $ 971 $ 1,592 $ 1,017 $ 574 $ 133 $ 450 $ 66

EXCISE TAXES

Certain excise taxes levied by state or local governments are required to be paid even if not collected from the customer. These taxes are 
recognized on a gross basis. Otherwise, excise taxes are accounted for on a net basis.

Excise taxes accounted for on a gross basis within both Operating Revenues and Property and other taxes on the Condensed Consolidated 
Statements of Operations were as follows. 

Three Months Ended September 30, Nine Months Ended September 30,
(in millions) 2018 2017 2018 2017
Duke Energy $ 114 $ 107 $ 308 $ 289
Duke Energy Carolinas 10 9 27 27
Progress Energy 71 67 181 168
Duke Energy Progress 5 5 15 14
Duke Energy Florida 66 62 166 154
Duke Energy Ohio 26 24 81 75
Duke Energy Indiana 6 6 17 16
Piedmont 1 1 2 3

NEW ACCOUNTING STANDARDS

The new accounting standards adopted for 2018 and 2017 had no material impact on the presentation or results of operations, cash flows or 
financial position of the Duke Energy Registrants. While immaterial, adoption of the following accounting standards had the most significant 
impact on the Duke Energy results of operations, cash flows and financial position for the nine months ended September 30, 2018.

Revenue from Contracts with Customers. In May 2014, the Financial Accounting Standards Board (FASB) issued revised accounting 
guidance for revenue recognition from contracts with customers. The core principle of this guidance is that an entity should recognize revenue to 
depict the transfer of promised goods or services to customers in an amount that reflects the consideration expected in exchange for those 
goods or services. The amendments also required disclosure of sufficient information to allow users to understand the nature, amount, timing 
and uncertainty of revenue and cash flows arising from contracts with customers. The majority of Duke Energy’s revenue is in scope of the new 
guidance. Other revenue arrangements, such as alternative revenue programs and certain purchase power agreements (PPAs) and lighting 
agreements accounted for as leases, are excluded from the scope of this guidance and, therefore, are accounted for and evaluated for separate 
presentation and disclosure under other relevant accounting guidance.
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Duke Energy elected the modified retrospective method of adoption effective January 1, 2018. Under the modified retrospective method of 
adoption, prior year reported results are not restated. Adoption of this standard did not result in a material change in the timing or pattern of 
revenue recognition and a cumulative-effect adjustment was not recorded at January 1, 2018. Duke Energy utilized certain practical expedients 
including applying this guidance to open contracts at the date of adoption, expensing costs to obtain a contract where the amortization period of 
the asset would have been one year or less, ignoring the effects of a significant financing when the period between transfer of the good or 
service and payment is one year or less and recognizing revenues for certain contracts under the invoice practical expedient, which allows 
revenue recognition to be consistent with invoiced amounts (including unbilled estimates) provided certain criteria are met, including 
consideration of whether the invoiced amounts reasonably represent the value provided to customers.

In preparation for adoption, Duke Energy identified material revenue streams and reviewed representative contracts and tariffs, including those 
associated with certain long-term customer contracts such as wholesale contracts, PPAs and other customer arrangements. Duke Energy also 
monitored the activities of the power and utilities industry revenue recognition task force and has reviewed published positions on specific 
industry issues to evaluate the impact, if any, on Duke Energy’s specific contracts and conclusions. 

Duke Energy applied the available practical expedient to portfolios of tariffs and contracts with similar characteristics. The vast majority of sales, 
including energy provided to retail customers, are from tariff offerings that provide natural gas or electricity without a defined contractual term 
("at-will"). In most circumstances, revenue from contracts with customers is equivalent to the electricity or natural gas supplied and billed in that 
period (including unbilled estimates). As such, adoption of the new rules did not result in a shift in the timing or pattern of revenue recognition for 
such sales. While there have been changes to the captions and descriptions of revenues in Duke Energy’s financial statements, the most 
significant impact as a result of adopting the standard are additional disclosures around the nature, amount, timing and uncertainty of revenues 
and cash flows arising from contracts with customers. See Note 13 for further information.

Financial Instruments Classification and Measurement. On January 1, 2018, Duke Energy adopted FASB guidance, which revised the 
classification and measurement of certain financial instruments. The adopted guidance changes the presentation of realized and unrealized 
gains and losses in certain equity securities that were previously recorded in accumulated other comprehensive income (AOCI). These gains and 
losses are now recorded in net income. An entity's equity investments that are accounted for under the equity method of accounting are not 
included within the scope of the new guidance. This guidance had a minimal impact on the Duke Energy Registrant's Condensed Consolidated 
Statements of Operations and Comprehensive Income as changes in the fair value of most of the Duke Energy Registrants' equity securities are 
deferred as regulatory assets or liabilities pursuant to accounting guidance for regulated operations. The resulting adjustment of unrealized gains 
and losses in AOCI to retained earnings was immaterial. The primary impact to Duke Energy as a result of implementing this guidance is adding 
disclosure requirements to present separately the financial assets and financial liabilities by measurement category and form of financial asset. 
See Notes 10 and 11 for further information.

Statement of Cash Flows. In November 2016, the FASB issued revised accounting guidance to reduce diversity in practice for the presentation 
and classification of restricted cash on the Condensed Consolidated Statements of Cash Flows. Under the updated guidance, restricted cash 
and restricted cash equivalents are included within beginning-of-period and end-of-period cash and cash equivalents on the Condensed 
Consolidated Statements of Cash Flows. Duke Energy adopted this guidance on January 1, 2018. The guidance has been applied using a 
retrospective transition method to each period presented. The adoption by Duke Energy of the revised guidance resulted in a change to the 
amount of Cash, cash equivalents and restricted cash explained when reconciling the beginning-of-period and end-of-period total amounts 
shown on the Condensed Consolidated Statements of Cash Flows. In addition, a reconciliation has been provided of Cash, cash equivalents and 
restricted cash reported within the Condensed Consolidated Balance Sheets that sums to the total of the same such amounts in the Condensed 
Consolidated Statements of Cash Flows. Prior to adoption, the Duke Energy Registrants reflected changes in noncurrent restricted cash within 
Cash Flows from Investing Activities and changes in current restricted cash within Cash Flows from Operating Activities on the Condensed 
Consolidated Statements of Cash Flows.

In August 2016, the FASB issued accounting guidance addressing diversity in practice for eight separate cash flow issues. The guidance 
requires entities to classify distributions received from equity method investees using either the cumulative earnings approach or the nature of 
the distribution approach. Duke Energy adopted this guidance on January 1, 2018, and elected the nature of distribution approach. This 
approach requires all distributions received to be categorized based on legal documentation describing the nature of the activities generating the 
distribution. Cash inflows resulting in a return on investment (surplus) will be reflected in Cash Flows from Operating Activities on the Condensed 
Consolidated Statements of Cash Flows, whereas cash inflows resulting in a return of investment (capital) will be reflected in Cash Flows from 
Investing Activities on the Condensed Consolidated Statements of Cash Flows. The guidance has been applied using the retrospective transition 
method to each period presented. There are no changes to the Condensed Consolidated Statements of Cash Flows for the periods presented as 
a result of this accounting change. 

Retirement Benefits. In March 2017, the FASB issued revised accounting guidance for the presentation of net periodic costs related to benefit 
plans. Previous guidance required the aggregation of all the components of net periodic costs on the Condensed Consolidated Statement of 
Operations and did not require the disclosure of the location of net periodic costs on the Condensed Consolidated Statement of Operations. 
Under the amended guidance, the service cost component of net periodic costs is included within Operating Income within the same line as other 
compensation expenses. All other components of net periodic costs are outside of Operating Income. In addition, the updated guidance permits 
only the service cost component of net periodic costs to be capitalized to Inventory or Property, Plant and Equipment. This represents a change 
from previous guidance, which permitted all components of net periodic costs to be eligible for capitalization. 

Duke Energy adopted this guidance on January 1, 2018. Under previous guidance, Duke Energy presented the total non-capitalized net periodic 
costs within Operation, maintenance and other on the Condensed Consolidated Statements of Operations. The adoption of this guidance 
resulted in a retrospective change to reclassify the presentation of the non-service cost (benefit) components of net periodic costs to Other 
income and expenses. Duke Energy utilized the practical expedient for retrospective presentation. The change in components of net periodic 
costs eligible for capitalization is applicable prospectively. Since Duke Energy’s service cost component is greater than the total net periodic 
costs, the change results in increased capitalization of net periodic costs, higher Operation, maintenance and other and higher Other income and 
expenses. The resulting prospective impact to Duke Energy is an immaterial increase in Net Income. See Note 15 for further information.
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For Duke Energy, the retrospective change resulted in higher Operation, maintenance and other and higher Other income and expenses, net, of 
$156 million, $131 million and $96 million for the years ended December 31, 2017, 2016 and 2015, respectively. There was no change to Net 
Income for these prior periods.

The following new Accounting Standards Updates (ASUs) have been issued, but have not yet been adopted by Duke Energy, as of 
September 30, 2018.

Leases. In February 2016, the FASB issued revised accounting guidance for leases. The core principle of this guidance is that a lessee should 
recognize the assets and liabilities that arise from leases on the balance sheet.

For Duke Energy, this guidance is effective for interim and annual periods beginning January 1, 2019. The guidance will be applied using a 
modified retrospective approach. Upon adoption, agreements considered leases for the use of certain aircraft, space on communication towers, 
industrial equipment, fleet vehicles, fuel transportation (barges and railcars), land and office space will be recognized on the balance sheet. Duke 
Energy expects to elect certain of the following practical expedients upon adoption:

Practical Expedient Description Election
Package of transition practical expedients (for
leases commenced prior to adoption date and
must be adopted as a package)

Do not need to 1) reassess whether any
expired or existing contracts are/or contain
leases, 2) reassess the lease classification for
any expired or existing leases and 3) reassess
initial direct costs for any existing leases.

Duke Energy plans to elect this practical
expedient.

Short-term lease expedient (elect by class of
underlying asset)

Elect as an accounting policy to not apply the
recognition requirements to short-term leases
by asset class.

Duke Energy plans to elect this practical
expedient for all asset classes.

Lease and non-lease components (elect by
class of underlying asset)

Elect as an accounting policy to not separate
non-lease components from lease
components and instead account for each
lease and associated non-lease component as
a single lease component by asset class.

Duke Energy is currently assessing the
election of this practical expedient.

Hindsight expedient (when determining lease
term)

Elect to use hindsight to determine the lease
term.

Duke Energy plans to elect this practical
expedient.

Existing and expired land easements not
previously accounted for as leases

Elect to not evaluate existing or expired
easements under the new guidance and carry
forward current accounting treatment.

Duke Energy plans to elect this practical
expedient.

Comparative reporting requirements for initial 
adoption

Elect to apply transition requirements at
adoption date, recognize cumulative effect
adjustment to retained earnings in period of
adoption and not apply ASC 842 to
comparative periods, including disclosures.

Duke Energy plans to elect this practical
expedient.

Lessor expedient (elect by class of underlying 
asset)

Elect as an accounting policy to aggregate
non-lease components with the related lease
component when specified conditions are met
by asset class. Account for the combined
component based on its predominant
characteristic (revenue or operating lease).

Duke Energy is currently assessing the
election of this practical expedient.

Duke Energy is currently evaluating the financial statement impact of adopting this standard and is continuing to monitor industry implementation 
issues, including leases within asset retirement obligations, pipeline laterals and renewable energy PPAs. In arrangements where Duke Energy 
is the lessee, it expects an increase in assets and liabilities on its balance sheet along with the addition of required disclosures of key lease 
information. However, the ultimate lessee impact of the new standard has not yet been determined. Duke Energy does not expect a material 
change to its financial statements from adoption of the new standard for contracts where it is the lessor. System enhancements, including 
additional processes and controls, will be required to facilitate the identification, tracking and reporting of potential leases based upon 
requirements of the new lease standard. Duke Energy is implementing a third-party software tool to help with the adoption and ongoing 
accounting under the new standard. 

2. BUSINESS SEGMENTS

Operating segments are determined based on information used by the chief operating decision-maker in deciding how to allocate resources and 
evaluate the performance of the business. Duke Energy evaluates segment performance based on segment income. Segment income is defined 
as income from continuing operations net of income attributable to noncontrolling interests. Segment income includes intercompany revenues 
and expenses that are eliminated on the Condensed Consolidated Financial Statements. Certain governance costs are allocated to each 
segment. In addition, direct interest expense and income taxes are included in segment income.

Duke Energy

Duke Energy's segment structure includes the following segments: Electric Utilities and Infrastructure, Gas Utilities and Infrastructure and 
Commercial Renewables. 
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The Electric Utilities and Infrastructure segment includes Duke Energy's regulated electric utilities in the Carolinas, Florida and the Midwest. The 
regulated electric utilities conduct operations through the Subsidiary Registrants that are substantially all regulated and, accordingly, qualify for 
regulatory accounting treatment. Electric Utilities and Infrastructure also includes Duke Energy's electric transmission infrastructure investments.

The Gas Utilities and Infrastructure segment includes Piedmont, Duke Energy's natural gas local distribution companies in Ohio and Kentucky, 
and Duke Energy's natural gas storage and midstream pipeline investments. Gas Utilities and Infrastructure's operations are substantially all 
regulated and, accordingly, qualify for regulatory accounting treatment.

Commercial Renewables is primarily comprised of nonregulated utility scale wind and solar generation assets located throughout the U.S.

The remainder of Duke Energy’s operations is presented as Other, which is primarily comprised of interest expense on holding company debt, 
unallocated corporate costs and Duke Energy’s wholly owned captive insurance company, Bison Insurance Company Limited (Bison). Other also 
includes Duke Energy's 17.5 percent interest in National Methanol Company (NMC), a large regional producer of methyl tertiary butyl ether 
located in Saudi Arabia. The investment in NMC is accounted for under the equity method of accounting.

Business segment information is presented in the following tables. Segment assets presented exclude intercompany assets. 

Three Months Ended September 30, 2018
Electric Gas Total

Utilities and Utilities and Commercial Reportable
(in millions) Infrastructure Infrastructure Renewables Segments Other Eliminations Consolidated
Unaffiliated revenues $ 6,253 $ 232 $ 127 $ 6,612 $ 16 $ — $ 6,628
Intersegment revenues 7 24 — 31 18 (49) —

Total revenues $ 6,260 $ 256 $ 127 $ 6,643 $ 34 $ (49) $ 6,628
Segment income (loss)(a)(b)(c) $ 1,167 $ 17 $ (62) $ 1,122 $ (44) $ — $ 1,078
Add back noncontrolling
interests (16)
Income from discontinued
operations, net of tax 4
Net income $ 1,066
Segment assets $ 123,847 $ 11,806 $ 4,212 $ 139,865 $ 3,115 $ 185 $ 143,165

Three Months Ended September 30, 2017
Electric Gas Total

Utilities and Utilities and Commercial Reportable
(in millions) Infrastructure Infrastructure Renewables Segments Other Eliminations Consolidated
Unaffiliated revenues $ 6,122 $ 249 $ 95 $ 6,466 $ 16 $ — $ 6,482
Intersegment revenues 7 23 — 30 19 (49) —

Total revenues $ 6,129 $ 272 $ 95 $ 6,496 $ 35 $ (49) $ 6,482
Segment income (loss)(b)(d)(e) $ 1,020 $ 19 $ (49) $ 990 $ (34) $ — $ 956
Add back noncontrolling
interests 1
Loss from discontinued
operations, net of tax (2)
Net income $ 955

(a) All segments include adjustments to the December 31, 2017 estimate of the income tax effects of the Tax Act. See Note 17 for 
additional information.

(b) Other includes costs to achieve the Piedmont acquisition.
(c) Commercial Renewables includes an impairment charge related to goodwill. See Note 7 for additional information.
(d) Electric Utilities and Infrastructure includes an impairment charge related to the unrecovered Levy Nuclear Project costs at Duke 

Energy Florida.
(e) Commercial Renewables includes impairment charges related to certain wind projects.
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Nine Months Ended September 30, 2018
Electric Gas Total

Utilities and Utilities and Commercial Reportable
(in millions) Infrastructure Infrastructure Renewables Segments Other Eliminations Consolidated
Unaffiliated revenues $ 16,783 $ 1,229 $ 347 $ 18,359 $ 47 $ — $ 18,406
Intersegment revenues 23 72 — 95 54 (149) —

Total revenues $ 16,806 $ 1,301 $ 347 $ 18,454 $ 101 $ (149) $ 18,406
Segment income (loss)(a)(b)(c)(d)(e)(f) $ 2,492 $ 161 $ (4) $ 2,649 $ (446) $ — $ 2,203
Add back noncontrolling interests (12)
Loss from discontinued
operations, net of tax (1)
Net income $ 2,190

Nine Months Ended September 30, 2017
Electric Gas Total

Utilities and Utilities and Commercial Reportable
(in millions) Infrastructure Infrastructure Renewables Segments Other Eliminations Consolidated
Unaffiliated revenues $ 16,211 $ 1,175 $ 333 $ 17,719 $ 47 $ — $ 17,766
Intersegment revenues 23 68 — 91 56 (147) —

Total revenues $ 16,234 $ 1,243 $ 333 $ 17,810 $ 103 $ (147) $ 17,766
Segment income (loss)(c)(g)(h) $ 2,384 $ 179 $ 2 $ 2,565 $ (205) $ — $ 2,360
Add back noncontrolling
interests 5
Loss from discontinued
operations, net of tax (4)
Net income $ 2,361

(a) All segments include adjustments to the December 31, 2017 estimate of the income tax effects of the Tax Act. See Note 17 for 
additional information.

(b) Electric Utilities and Infrastructure includes regulatory and legislative impairment charges related to rate case orders, settlements or 
other actions of regulators or legislative bodies. See Note 3 for additional information.

(c) Other includes costs to achieve the Piedmont acquisition.
(d) Gas Utilities and Infrastructure includes an impairment of the investment in Constitution Pipeline Company, LLC (Constitution). See 

Note 3 for additional information.
(e) Other includes the loss on the sale of the retired Beckjord Generating Station (Beckjord) described below and a valuation allowance 

recorded against the alternative minimum tax credits subject to sequestration. See Note 17 for additional information on the valuation 
allowance.

(f) Commercial Renewables includes an impairment charge related to goodwill. See Note 7 for additional information.
(g) Electric Utilities and Infrastructure includes an impairment charge related to the unrecovered Levy Nuclear Project costs at Duke 

Energy Florida.
(h) Commercial Renewables includes impairment charges related to certain wind projects.

In February 2018, Duke Energy sold Beckjord, a nonregulated facility retired during 2014, and recorded a pretax loss of $106 million within Gains 
(Losses) on Sales of Other Assets and Other, net and $1 million within Operation, maintenance and other on Duke Energy's Condensed 
Consolidated Statements of Operations for the nine months ended September 30, 2018. The sale included the transfer of coal ash basins and 
other real property and indemnification from any and all potential future claims related to the property, whether arising under environmental laws 
or otherwise.

Duke Energy Ohio

Duke Energy Ohio has two reportable operating segments, Electric Utilities and Infrastructure and Gas Utilities and Infrastructure.

Electric Utilities and Infrastructure transmits and distributes electricity in portions of Ohio and generates, distributes and sells electricity in 
portions of Northern Kentucky. Gas Utilities and Infrastructure transports and sells natural gas in portions of Ohio and Northern Kentucky. Both 
reportable operating segments conduct operations primarily through Duke Energy Ohio and its wholly owned subsidiary, Duke Energy Kentucky.

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781 
G-1, item 30 
Attachment 9 of 16 Page 45 of 141--/A



PART I
DUKE ENERGY CORPORATION – DUKE ENERGY CAROLINAS, LLC – PROGRESS ENERGY, INC. – 

DUKE ENERGY PROGRESS, LLC – DUKE ENERGY FLORIDA, LLC – DUKE ENERGY OHIO, INC. – DUKE ENERGY INDIANA, LLC – 
PIEDMONT NATURAL GAS COMPANY, INC.

Combined Notes to Condensed Consolidated Financial Statements – (Unaudited) – (Continued)

46

The remainder of Duke Energy Ohio's operations is presented as Other, which is primarily comprised of governance costs allocated by its parent, 
Duke Energy, and revenues and expenses related to Duke Energy Ohio's contractual arrangement to buy power from the Ohio Valley Electric 
Corporation's (OVEC) power plants. See Note 8 for additional information on related party transactions. 

Three Months Ended September 30, 2018
Electric Gas Total

Utilities and Utilities and Reportable
(in millions) Infrastructure Infrastructure Segments Other Eliminations Consolidated
Total revenues $ 373 $ 84 $ 457 $ 12 $ — $ 469
Segment income/Net income $ 85 $ 12 $ 97 $ 3 $ — $ 100
Segment assets $ 5,484 $ 2,775 $ 8,259 $ 39 $ (2) $ 8,296

Three Months Ended September 30, 2017
Electric Gas Total

Utilities and Utilities and Reportable
(in millions) Infrastructure Infrastructure Segments Other Consolidated
Total revenues $ 371 $ 90 $ 461 $ 10 $ 471
Segment income (loss) $ 50 $ 14 $ 64 $ (8) $ 56
Loss from discontinued operations, net of tax (1)
Net income $ 55

Nine Months Ended September 30, 2018
Electric Gas Total

Utilities and Utilities and Reportable
(in millions) Infrastructure Infrastructure Segments Other Consolidated
Total revenues $ 1,055 $ 361 $ 1,416 $ 36 $ 1,452
Segment income (loss)/Net income(a) $ 157 $ 64 $ 221 $ (100) $ 121

Nine Months Ended September 30, 2017
Electric Gas Total

Utilities and Utilities and Reportable
(in millions) Infrastructure Infrastructure Segments Other Consolidated
Total revenues $ 1,036 $ 360 $ 1,396 $ 30 $ 1,426
Segment income (loss) $ 96 $ 56 $ 152 $ (24) $ 128
Loss from discontinued operations, net of tax (1)
Net income $ 127

(a) Other includes the loss on the sale of Beckjord.
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3. REGULATORY MATTERS

RATE-RELATED INFORMATION

The NCUC, PSCSC, FPSC, IURC, PUCO, TPUC and KPSC approve rates for retail electric and natural gas services within their states. The 
FERC approves rates for electric sales to wholesale customers served under cost-based rates (excluding Ohio and Indiana), as well as sales of 
transmission service. The FERC also regulates certification and siting of new interstate natural gas pipeline projects.

Duke Energy Carolinas and Duke Energy Progress

Grid Improvement – South Carolina

On June 22, 2018, Duke Energy Carolinas and Duke Energy Progress filed a joint petition with the PSCSC seeking an accounting order 
authorizing deferral of certain costs incurred in connection with grid reliability, resiliency and modernization work that is being performed under 
the companies’ grid improvement initiative. On October 3, 2018, the PSCSC granted Duke Energy Carolinas' and Duke Energy Progress' joint 
petition.

Hurricane Florence Storm Damage

In September 2018, Hurricane Florence made landfall and inflicted severe damage to the Duke Energy Carolinas and Duke Energy Progress 
territories in North Carolina and South Carolina. Approximately 1.8 million customers were impacted. The companies incurred approximately 
$455 million in operation and maintenance expenses ($35 million and $420 million for Duke Energy Carolinas and Duke Energy Progress, 
respectively,) and approximately $85 million in capital costs ($10 million and $75 million for Duke Energy Carolinas and Duke Energy Progress, 
respectively,) which are included in Net property, plant and equipment on the Condensed Consolidated Balance Sheets as of September 30, 
2018, resulting from the hurricane restoration efforts. Most of the operation and maintenance expenses are deferred in Regulatory assets within 
Other Noncurrent Assets on the Condensed Consolidated Balance Sheets as of September 30, 2018. The balance of operation and 
maintenance expenses are included in Operation, maintenance and other on the Condensed Consolidated Statements of Operations for the 
three and nine months ended September 30, 2018.

Given the magnitude of the storm, Duke Energy Progress intends to request approval in North Carolina and South Carolina to defer the 
incremental costs incurred to a regulatory asset for recovery in the next base rate case. These requests are expected to be filed during the fourth 
quarter of 2018. 

Duke Energy Carolinas

2017 North Carolina Rate Case

On August 25, 2017, Duke Energy Carolinas filed an application with the NCUC for a rate increase for retail customers of approximately $647 
million, which represented an approximate 13.6 percent increase in annual base revenues. The rate increase was driven by capital investments 
subsequent to the previous base rate case, including the William States Lee Combined Cycle Facility discussed below, grid improvement 
projects, advanced metering infrastructure (AMI), investments in customer service technologies, costs of complying with coal combustion 
residuals (CCR) regulations and the North Carolina Coal Ash Management Act of 2014 (Coal Ash Act) and recovery of costs related to licensing 
and development of the William States Lee III Nuclear Station (Lee Nuclear Station) discussed below.

On February 28, 2018, Duke Energy Carolinas and the North Carolina Public Staff (Public Staff) filed an Agreement and Stipulation of Partial 
Settlement resolving certain portions of the proceeding. Terms of the settlement included a return on equity of 9.9 percent and a capital structure 
of 52 percent equity and 48 percent debt. As a result of the settlement, Duke Energy Carolinas recorded a pretax charge of approximately $4 
million to Operation, maintenance and other on the Condensed Consolidated Statements of Operations.

On June 1, 2018, Duke Energy Carolinas and certain intervenors filed a Pilot Grid Rider Agreement and Stipulation (Grid Rider Stipulation) in 
which the parties agreed to the proposal Duke Energy Carolinas introduced in a post-hearing brief on April 27, 2018, along with additional 
commitments by Duke Energy Carolinas. Also on June 1, 2018, Duke Energy Carolinas and the Commercial Group filed a Partial Stipulation and 
Settlement Agreement to be considered in conjunction with the Stipulation.

Components of the Grid Rider Stipulation included:

• Duke Energy Carolinas would recover grid improvement costs through a pilot, three-year Grid Rider except for costs related to 
targeted undergrounding of power lines, cable and conduit replacement, and power pole replacement;

• Excluded costs were to be deferred with a return until Duke Energy Carolinas’ next base rate case proceeding; and

• Costs incurred during the three-year pilot, both rider recoverable and deferred, were subject to a 4.5 percent cumulative cap of total 
annual electric service revenue.
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On June 22, 2018, the NCUC issued an order approving the Stipulation of Partial Settlement and requiring a revenue reduction. The order also 
included the following material components not covered in the Stipulation:

• Recovery of $554 million of deferred coal ash basin closure costs over a five-year period with a return at Duke Energy Carolinas' 
weighted average cost of capital (WACC);

• Assessment of a $70 million management penalty ratably over a five-year period by reducing the annual recovery of the deferred coal 
ash costs;

• Denial of Duke Energy Carolinas' request for recovery of future estimated ongoing annual coal ash costs of $201 million with 
approval to defer such costs with a return at Duke Energy Carolinas' WACC, to be considered for recovery in the next rate 
case;

• Inclusion in rates of costs related to the Lee Combined Cycle Facility, two new solar facilities, and AMI deployment as 
requested;

• Recovery of Lee Nuclear Station licensing and development cost of $347 million over a 12-year period, but denial of a return 
on the deferred balance of costs;

• Reduction in revenue related to lower income tax expense resulting from the Federal Tax Cuts and Jobs Act (Tax Act), and a 
requirement to maintain all excess deferred income tax (EDIT) resulting from the Tax Act in a regulatory liability account 
pending flow back to customers as approved by the commission at the earlier of three years or Duke Energy Carolinas’ next 
general rate case proceeding; and

• Denial of the proposed Grid Rider Stipulation related to grid improvement costs and denial of deferral accounting treatment of 
the costs at this time. Duke Energy Carolinas may petition for deferral of grid modernization costs outside of a general rate 
case proceeding if it can show financial hardship or a stipulation that includes greater consensus among intervening parties 
on costs being classified as grid modernization.

As a result of the Order, Duke Energy Carolinas recorded a pretax charge of approximately $150 million to Impairment charges and Operation, 
maintenance and other on the Condensed Consolidated Statements of Operations. The charge is primarily related to the denial of a return on the 
Lee Nuclear Project and for previously recognized return impacted by the coal ash management penalty described above. On July 27, 2018, 
NCUC approved Duke Energy Carolinas' compliance filing. As a result, revised customer rates were effective on August 1, 2018.

On July 20, 2018, the North Carolina Attorney General filed a Notice of Appeal to the North Carolina Supreme Court from the June 22, 2018, 
Order Accepting Stipulation, Deciding Contested Issues and Requiring Revenue Reduction issued by the NCUC. The Attorney General contends 
the commission’s order should be reversed and remanded, as it is in excess of the commission’s statutory authority; affected by errors of law; 
unsupported by competent, material and substantial evidence in view of the entire record as submitted; and arbitrary or capricious. The Sierra 
Club, North Carolina Sustainable Energy Association, North Carolina Justice Center, North Carolina Housing Coalition, Natural Resource 
Defense Council and Southern Alliance for Clean Energy have also filed Notices of Appeal to the North Carolina Supreme Court from the June 
22, 2018, Order Accepting Stipulation, Deciding Contested Issues and Requiring Revenue Reduction. On August 8, 2018, the Public Staff filed a 
Notice of Cross Appeal to the North Carolina Supreme Court from the June 22, 2018, Order Accepting Stipulation, Deciding Contested Issues 
and Requiring Revenue Reduction issued by the NCUC. The Public Staff contends the commission’s order should be reversed and remanded, 
as it is affected by errors of law, and is unsupported by substantial evidence with regard to the commission’s failure to consider substantial 
evidence of coal ash related environmental violations. The briefing will likely be delayed until the second quarter of 2019. Duke Energy Carolinas 
cannot predict the outcome of this matter.

2018 South Carolina Rate Case

On October 8, 2018, Duke Energy Carolinas filed a notice with the PSCSC of the company’s intent to file a base rate adjustment application no 
earlier than 30 days from the notice submittal date.

FERC Formula Rate Matter

On July 31, 2017, Piedmont Municipal Power Agency (PMPA) filed a complaint with FERC against Duke Energy Carolinas alleging that Duke 
Energy Carolinas misapplied the formula rate under the PPA between the parties by including in its rates amortization expense associated with 
regulatory assets and recorded in a certain account without FERC approval. On February 15, 2018, FERC issued an order ruling in favor of 
PMPA and ordered Duke Energy Carolinas to refund to PMPA all amounts improperly collected under the PPA. Duke Energy Carolinas has 
issued to PMPA and similarly situated wholesale customers refunds of approximately $25 million. FERC also set the matter for settlement and 
hearing. PMPA and other customers filed a protest to Duke Energy Carolinas' refund report claiming that the refunds are inadequate in that (1) 
Duke Energy Carolinas invoked the limitations periods in the contracts to limit the time period for which the refunds were paid and the customers 
disagree that this limitation applies, and (2) Duke Energy Carolinas refunded only amounts recovered through a certain account and the 
customers have asserted that the order applies to all regulatory assets. On July 3, 2018, FERC issued an order accepting Duke Energy 
Carolinas' refund report and ruling that these two claims are outside the scope of FERC's February order. Duke Energy Carolinas will file revised 
formula rates as well as settlement agreements which are subject to FERC approval. Duke Energy Carolinas cannot predict the outcome of this 
matter. 
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William States Lee Combined Cycle Facility

On April 9, 2014, the PSCSC granted Duke Energy Carolinas and North Carolina Electric Membership Corporation (NCEMC) a Certificate of 
Environmental Compatibility and Public Convenience and Necessity for the construction and operation of a 750-megawatt (MW) combined-cycle 
natural gas-fired generating plant at Duke Energy Carolinas' existing William States Lee Generating Station in Anderson, South Carolina. Duke 
Energy Carolinas began construction in July 2015 and its share of the cost to build the facility was approximately $650 million, including 
allowance for funds used during construction (AFUDC). Approximately $600 million is being recovered through base rate or deferral filings in 
North Carolina and South Carolina. The remaining amount will be included in future rate filings. The project commenced commercial operation on 
April 5, 2018. NCEMC owns approximately 13 percent of the project. 

Lee Nuclear Station

In December 2007, Duke Energy Carolinas applied to the NRC for combined operating licenses (COLs) for two Westinghouse Electric Company 
(Westinghouse) AP1000 reactors for the proposed William States Lee III Nuclear Station to be located at a site in Cherokee County, South 
Carolina. The NCUC and PSCSC concurred with the prudency of Duke Energy Carolinas incurring certain project development and 
preconstruction costs through several separately issued orders, although full cost recovery is not guaranteed. In December 2016, the NRC 
issued a COL for each reactor. Duke Energy Carolinas is not required to build the nuclear reactors as a result of the COLs being issued. 

The Duke Energy Carolinas rate case filing discussed above included a request to cancel the development of the Lee Nuclear Station project, 
recover incurred licensing and development costs and maintain the license issued by the NRC as an option for potential future development. The 
cancellation request was due to the Westinghouse bankruptcy filing and other market activity. The NCUC Order issued on June 22, 2018, 
approved the cancellation of the Lee Nuclear Project, allowed Duke Energy Carolinas to continue to maintain the COLs, provided for recovery of 
the North Carolina retail allocation of project development costs, including AFUDC accrued through December 31, 2017, over 12 years and 
disallowed any return on the unamortized balance during the 12-year recovery period.

Given the recent repeal of certain sections of the Base Load Review Act in South Carolina combined with the cancellation of the project, Duke 
Energy Carolinas determined that it was no longer probable it would be allowed a return on its share of project development costs attributable to 
South Carolina. As a result, Duke Energy Carolinas recorded a pretax impairment in the second quarter of $29 million within Impairment charges 
on the Condensed Consolidated Statements of Operations and Comprehensive Income.

South Carolina Petition

On June 22, 2018, Duke Energy Carolinas filed a petition with the PSCSC requesting an accounting order to defer certain costs incurred in 
connection with the addition of the William States Lee Combined Cycle Facility, the ongoing deployment of Duke Energy Carolinas new billing 
and Customer Information System and the addition of the Carolinas West Primary Distribution Control Center. This request totaling 
approximately $33 million was approved on July 25, 2018.

Sale of Hydroelectric (Hydro) Plants

In May 2018, Duke Energy Carolinas entered an agreement for the sale of five hydro plants with a combined 18.7-MW generation capacity in the 
Western Carolinas region to Northbrook Energy. The completion of the transaction is subject to approval from FERC, as well as other state 
regulatory agencies and is contingent upon regulatory approval from the NCUC and PSCSC to defer the total estimated loss on the sale of 
approximately $40 million. On July 5, 2018, Duke Energy Carolinas filed with NCUC for approval of the sale of the five hydro plants to 
Northbrook, to transfer the Certificates of Public Convenience and Necessity (CPCN) for the four North Carolina hydro plants and to establish a 
regulatory asset for the North Carolina retail portion of the difference between sales proceeds and net book value. On September 4, 2018, the 
Public Staff filed comments supporting the CPCN transfer with conditions, specifically that the commission direct Duke Energy Carolinas and the 
Public Staff to further evaluate the reasonableness of Duke Energy Carolinas' expenditures at the facilities in the 36 months leading up to the 
agreement for the sale for consideration in the next rate case. On September 18, 2018, Duke Energy Carolinas filed reply comments opposing 
this condition. The Public Staff also recommended that the amortization period for the regulatory asset start in the month in which the asset 
transfer is completed, rather than be delayed until the next rate case. On August 28, 2018, Duke Energy Carolinas filed with PSCSC its 
Application for Approval of Transfer and Sale of Hydroelectric Generation Facilities, Acceptance for Filing of a Power Purchase Agreement and 
an Accounting Order to Establish a Regulatory Asset. On September 10, 2018, the South Carolina Office of Regulatory Staff (ORS) provided a 
letter to the commission stating its position on the application and on September 18, 2018, Duke Energy Carolinas requested this matter be 
carried over to allow Duke Energy Carolinas time to discuss certain accounting issues with the ORS. On October 9, 2018, Duke Energy 
Carolinas filed a Notice of Application for Transfer of Licenses with the FERC, which provides 30 days to file comments and motions to intervene.

If commission approvals are not received, Duke Energy Carolinas can cancel the sales agreement and retain the hydro facilities. If commission 
approvals are received, the closing is expected to occur during the first quarter of 2019. After closing, Duke Energy Carolinas will purchase all 
the capacity and energy generated by these facilities at the avoided cost for five years through power purchase agreements. Duke Energy 
Carolinas cannot predict the outcome of this matter.
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Duke Energy Progress

2017 North Carolina Rate Case

On June 1, 2017, Duke Energy Progress filed an application with the NCUC for a rate increase for retail customers of approximately $477 million, 
which represented an approximate 14.9 percent increase in annual base revenues. Subsequent to the filing, Duke Energy Progress adjusted the 
requested amount to $420 million, representing an approximate 13 percent increase. The rate increase is driven by capital investments 
subsequent to the previous base rate case, costs of complying with CCR regulations and the Coal Ash Act, costs relating to storm recovery, 
investments in customer service technologies and recovery of costs associated with renewable purchased power.

On December 16, 2016, Duke Energy Progress filed a petition with the NCUC requesting an accounting order to defer certain costs incurred in 
connection with response to Hurricane Matthew and other significant storms in 2016. The final estimate of incremental operation and 
maintenance and capital costs of $116 million was filed with the NCUC in September 2017. On July 10, 2017, the NCUC consolidated Duke 
Energy Progress' storm deferral request into the Duke Energy Progress rate case docket for decision.

On November 22, 2017, Duke Energy Progress and the Public Staff filed an Agreement and Stipulation of Partial Settlement resolving certain 
portions of the proceeding. Terms of the settlement included a return on equity of 9.9 percent and a capital structure of 52 percent equity and 48 
percent debt. As a result of the settlement, in 2017 Duke Energy Progress recorded pretax charges totaling approximately $25 million to 
Impairment charges and Operation, maintenance and other on the Condensed Consolidated Statements of Operations, principally related to 
disallowances from rate base of certain projects at the Mayo and Sutton plants. On February 23, 2018, the NCUC issued an order approving the 
stipulation. The order also included the following material components not covered in the stipulation:

• Recovery of the remaining $234 million of deferred coal ash basin closure costs over a five-year period with a return at Duke Energy 
Progress' WACC, excluding $9.5 million of retail deferred coal ash basin costs related to ash hauling at Duke Energy Progress' 
Asheville Plant;

• Assessment of a $30 million management penalty ratably over a five-year period by reducing the annual recovery of the deferred coal 
ash costs; 

• Denial of Duke Energy Progress' request for recovery of future estimated ongoing annual coal ash costs of $129 million with approval 
to defer such costs with a return at Duke Energy Progress' WACC, to be considered for recovery in the next rate case; and 

• Approval to recover $51 million of the approximately $80 million deferred storm costs over a five-year period with amortization 
beginning in October 2016. The order did not allow the deferral of the associated capital costs or a return on the deferred balance 
during the deferral period. 

The order also impacted certain amounts that were similarly recorded on Duke Energy Carolinas' Condensed Consolidated Balance Sheets. As a 
result of the order, Duke Energy Progress and Duke Energy Carolinas recorded pretax charges of $68 million and $14 million, respectively, in the 
first quarter of 2018 to Impairment charges, Operation, maintenance and other and Interest Expense on the Condensed Consolidated 
Statements of Operations. These charges primarily related to the coal ash basin disallowance and previously recognized return impacted by the 
coal ash management penalty and deferred storm cost adjustments. Revised customer rates became effective on March 16, 2018.

On May 15, 2018, the Public Staff filed a Notice of Cross Appeal to the North Carolina Supreme Court from the February 23, 2018, Order 
Accepting Stipulation, Deciding Contested Issues and Granting Partial Rate Increase issued by the NCUC. The Public Staff contend the 
commission’s order should be reversed and remanded, as it is affected by errors of law, and is unsupported by competent, material and 
substantial evidence in view of the entire record as submitted. The North Carolina Attorney General and Sierra Club have also filed Notices of 
Appeal to the North Carolina Supreme Court from the February 23, 2018, Order Accepting Stipulation, Deciding Contested Issues and Granting 
Partial Rate Increase. The briefing will likely be delayed until the second quarter of 2019. Duke Energy Progress cannot predict the outcome of 
this matter. 

2016 South Carolina Rate Case

In December 2016, the PSCSC approved a rate case settlement agreement among the ORS, intervenors and Duke Energy Progress. Terms of 
the settlement agreement included an approximate $56 million increase in revenues over a two-year period. An increase of approximately $38 
million in revenues was effective January 1, 2017, and an additional increase of approximately $18.5 million in revenues was effective 
January 1, 2018. Duke Energy Progress amortized approximately $18.5 million from the cost of removal reserve in 2017. Other settlement terms 
included a rate of return on equity of 10.1 percent, recovery of coal ash costs incurred from January 1, 2015, through June 30, 2016, over a 
15 year period and ongoing deferral of allocated ash basin closure costs from July 1, 2016, until the next base rate case. The settlement also 
provides that Duke Energy Progress will not seek an increase in rates in South Carolina to occur prior to 2019, with limited exceptions.

2018 South Carolina Rate Case

On October 8, 2018, Duke Energy Progress filed a notice with the PSCSC of the company’s intent to file a base rate adjustment application no 
earlier than 30 days from the notice submittal date.
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Western Carolinas Modernization Plan

On November 4, 2015, Duke Energy Progress announced a Western Carolinas Modernization Plan, which included retirement of the existing 
Asheville coal-fired plant, the construction of two 280 MW combined-cycle natural gas plants having dual-fuel capability, with the option to build a 
third natural gas simple cycle unit in 2023 based upon the outcome of initiatives to reduce the region's power demand. The plan also included 
upgrades to existing transmission lines and substations, installation of solar generation and a pilot battery storage project. These investments will 
be made within the next seven years. Duke Energy Progress is also working with the local natural gas distribution company to upgrade an 
existing natural gas pipeline to serve the natural gas plant. 

On March 28, 2016, the NCUC issued an order approving a CPCN for the new combined-cycle natural gas plants, but denying the CPCN for the 
contingent simple cycle unit without prejudice to Duke Energy Progress to refile for approval in the future. On March 28, 2018, Duke Energy 
Progress filed an annual progress report for the construction of the combined-cycle plants with the NCUC, with an estimated cost of $893 million. 
Site preparation activities for the combined-cycle plants are complete and construction of these plants began in 2017, with an expected in-
service date in late 2019. Duke Energy Progress plans to file for future approvals related to the proposed solar generation and pilot battery 
storage project. 

The carrying value of the 376-MW Asheville coal-fired plant, including associated ash basin closure costs, of $352 million and $385 million is 
included in Generation facilities to be retired, net on Duke Energy Progress' Condensed Consolidated Balance Sheets as of 
September 30, 2018, and December 31, 2017, respectively. Duke Energy Progress' request for a regulatory asset at the time of retirement with 
amortization over a 10-year period was approved by the NCUC on February 23, 2018.

Shearon Harris Nuclear Plant Expansion

In 2006, Duke Energy Progress selected a site at Harris to evaluate for possible future nuclear expansion. On February 19, 2008, Duke Energy 
Progress filed its COL application with the NRC for two Westinghouse AP1000 reactors at Harris, which the NRC docketed for review. On 
May 2, 2013, Duke Energy Progress filed a letter with the NRC requesting the NRC to suspend its review activities associated with the COL at 
the Harris site. The NCUC and PSCSC approved deferral of retail costs. Total deferred costs were approximately $47 million as of 
December 31, 2017, and are recorded in Regulatory assets on Duke Energy Progress’ Condensed Consolidated Balance Sheets. On 
November 17, 2016, the FERC approved Duke Energy Progress’ rate recovery request filing for the wholesale ratepayers’ share of the 
abandonment costs, including a debt-only return to be recovered through revised formula rates and amortized over a 15-year period beginning 
May 1, 2014. As part of the settlement agreement for the 2017 North Carolina Rate Case discussed above, Duke Energy Progress will amortize 
the regulatory asset over an eight-year period. NCUC approved the settlement on February 23, 2018.

South Carolina Petitions 

On June 22, 2018, Duke Energy Progress filed a petition with the PSCSC seeking an accounting order authorizing Duke Energy Progress to 
adopt new depreciation rates, effective March 16, 2018, that reflect the results of Duke Energy Progress’ most recent depreciation study. Also on 
June 22, 2018, Duke Energy Progress filed a petition with the PSCSC requesting an accounting order to defer certain costs incurred in 
connection with the deployment of AMI, the ongoing deployment of Duke Energy Progress' new billing and Customer Information System, new 
depreciation rates and costs incurred in connection with the return of certain excess deferred state income taxes from North Carolina. These 
requests totaling approximately $20 million were approved on July 25, 2018.

FERC Form 1 Reporting Matter

On October 18, 2017, Fayetteville Public Works Commission (FPWC) filed with FERC a complaint against Duke Energy Progress. In the 
complaint, FPWC alleges that Duke Energy Progress’ change in its method of reporting materials and supplies inventory on FERC Form 1 for 
2015 constituted a change in accounting practice that Duke Energy Progress was not permitted to implement without first obtaining FERC 
approval. On April 23, 2018, FERC issued an order finding that Duke Energy Progress’ new reporting methodology was not proper and required 
Duke Energy Progress to revise its FERC Form 1s beginning in 2014 and to issue refunds to formula rate customers. Duke Energy Progress 
estimates that these refunds will total approximately $14 million. On May 23, 2018, Duke Energy Progress filed a request for rehearing alleging 
that FERC’s order is incorrect. Duke Energy Progress revised its FERC Form 1 filings in June 2018. On August 31, 2018, Duke Energy Progress 
filed with FERC a refund report memorializing its payment of refunds to FPWC. Duke Energy Progress cannot predict the outcome of this matter.

Tax Act

As ordered by the NCUC on October 5, 2018, Duke Energy Progress filed a proposal on October 25, 2018, to adjust rates to reflect the reduction 
in federal corporate income tax rate from 35 to 21 percent for taxable years beginning after December 31, 2017, as outlined in the Tax Act. Duke 
Energy Progress proposes that this rate decrement be effective for service rendered on and after December 1, 2018. The Public Staff is 
requested to file comments on the proposal no later than November 14, 2018, and other parties may also file comments on the proposals no 
later than November 14, 2018. Duke Energy Progress cannot predict the outcome of this matter.
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Duke Energy Florida

Storm Restoration Cost Recovery

In September 2017, Duke Energy Florida’s service territory suffered significant damage from Hurricane Irma, resulting in approximately 1.3 
million customers experiencing outages. In the fourth quarter of 2017, Duke Energy Florida also incurred preparation costs related to Hurricane 
Nate. On December 28, 2017, Duke Energy Florida filed a petition with the FPSC to recover incremental storm restoration costs for hurricanes 
Irma and Nate and to replenish the storm reserve. On February 6, 2018, the FPSC approved a stipulation that would apply tax savings resulting 
from the Tax Act toward storm costs effective January 2018 in lieu of implementing a storm surcharge. Storm costs are currently expected to be 
fully recovered by approximately mid-2021. On May 31, 2018, Duke Energy Florida filed a petition for approval of actual storm restoration costs 
and associated recovery process related to Hurricanes Irma and Nate. The petition is seeking the approval for the recovery in the amount of 
$510 million in actual recoverable storm restoration costs, including the replenishment of Duke Energy Florida’s storm reserve of $132 million, 
and the process for recovering these recoverable storm costs. On August 20, 2018, the FPSC approved Duke Energy Florida's unopposed 
Motion for Continuance filed August 17, 2018, to allow for an evidentiary hearing in this matter. The commission has scheduled the hearing to 
begin on May 21, 2019. At September 30, 2018, Duke Energy Florida's Condensed Consolidated Balance Sheets included approximately $258 
million of recoverable costs under the FPSC's storm rule in Regulatory assets within Current Assets and Other Noncurrent Assets related to 
storm recovery. Duke Energy Florida cannot predict the outcome of this matter. 

Tax Act

Pursuant to Duke Energy Florida's 2017 Revised and Restated Settlement Agreement, on May 31, 2018, Duke Energy Florida filed a petition 
related to the Tax Act, which included annual tax savings of $84 million and annual amortization of EDIT of $67 million for a total of $151 million. 
The pretax revenue requirement impact is $201 million, of which $50 million will be offset with accelerated depreciation of Crystal River 4 and 5 
coal units and $151 million will be offset by Hurricane Irma storm cost recovery as explained in the Storm Restoration Cost Recovery section 
above. The petition is subject to review and approval by the FPSC. Duke Energy Florida cannot predict the outcome of this matter.

Citrus County Combined Cycle Facility

On October 2, 2014, the FPSC granted Duke Energy Florida a Determination of Need for the construction of a 1,640-MW combined-cycle natural 
gas plant in Citrus County, Florida. On May 5, 2015, the Florida Department of Environmental Protection approved Duke Energy Florida's Site 
Certification Application. The project has received all required permits and approvals and construction began in October 2015. The facility is 
expected to be commercially available by the end of 2018 at an estimated cost of $1.5 billion, including AFUDC. Actual costs are expected to 
exceed this estimate by an immaterial amount after recoveries; therefore, an impairment is not expected. On April 2, 2018, Duke Energy Florida 
filed a petition seeking approval to include in base rates the revenue requirements associated with the new facility. The annual retail revenue 
requirement is approximately $200 million. On July 10, 2018, the FPSC voted to approve Duke Energy Florida's request to include the revenue 
requirements for the new Citrus County combined-cycle units in base rates. The first 820-MW power block came on line on October 26, 2018, 
and the rate increase for this unit will be effective in December 2018. The second 820-MW power block remains on track to start serving 
customers in December 2018. The rate increase for the second unit is expected to take place in January 2019. The plant will receive natural gas 
from the Sabal Trail pipeline discussed below.

Solar Base Rate Adjustment 

On July 31, 2018, Duke Energy Florida petitioned the FPSC to include in base rates the revenue requirements for its first two solar generation 
projects, the Hamilton Project and the Columbia Project, as authorized by the 2017 Second Revised and Restated Stipulation and Settlement 
Agreement. The annual retail revenue requirement for the Hamilton Project is $15.2 million and the increase would take effect with the first billing 
cycle in January 2019. The Columbia Project has a projected annual revenue requirement of $14 million and a projected in-service date in early 
2020; the associated rate increase would take place with the first month’s billing cycle after the Columbia Project goes into service. At its October 
30, 2018, Agenda Conference, the FPSC approved the rate increase related to the Hamilton Project to go into effect beginning with the first 
billing cycle in January 2019 under its file and suspend authority. Rates are subject to true up pending the outcome of the final hearing, which is 
scheduled to take place on April 2, 2019.

Duke Energy Ohio

2017 Electric Security Plan Filing

On June 1, 2017, Duke Energy Ohio filed with the PUCO a request for a standard service offer in the form of an electric security plan (ESP). If 
approved by the PUCO, the term of the ESP would be from June 1, 2018, to May 31, 2025. Terms of the ESP include continuation of market-
based customer rates through competitive procurement processes for generation, continuation and expansion of existing rider mechanisms and 
proposed new rider mechanisms relating to regulatory mandates, costs incurred to enhance the customer experience and transform the grid and 
a service reliability rider for vegetation management. On February 15, 2018, the procedural schedule was suspended to facilitate ongoing 
settlement discussions. On April 13, 2018, Duke Energy Ohio filed a Motion to consolidate this proceeding with several other cases currently 
pending before the PUCO, including, but not limited to, its Electric Base Rate Case. Additionally, on April 13, 2018, Duke Energy Ohio, along with 
certain intervenors, filed a Stipulation and Recommendation (Stipulation) with the PUCO resolving certain issues in this proceeding. The 
Stipulation establishes a regulatory model for the next seven years via the approval of the ESP and continues the current model for procuring 
supply for non-shopping customers, including recovery mechanisms. The Stipulation is subject to the review and approval of PUCO. An 
evidentiary hearing to review the Stipulation and other issues in the cases concluded on August 6, 2018. Initial briefs were filed on September 11, 
2018. Reply briefs were filed October 2, 2018. Duke Energy Ohio cannot predict the outcome of this matter.
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Electric Base Rate Case

Duke Energy Ohio filed with the PUCO an electric distribution base rate case application and supporting testimony in March 2017. Duke Energy 
Ohio has requested an estimated annual increase of approximately $15 million and a return on equity of 10.4 percent. The application also 
includes requests to continue certain current riders and establish new riders. On September 26, 2017, the PUCO staff filed a report 
recommending a revenue decrease between approximately $18 million and $29 million and a return on equity between 9.22 percent and 10.24 
percent. On February 15, 2018, the procedural schedule was suspended to facilitate ongoing settlement discussions. On April 13, 2018, Duke 
Energy Ohio filed a Motion to consolidate this proceeding with several other cases currently pending before the PUCO. On April 13, 2018, Duke 
Energy Ohio, along with certain intervenors, filed the Stipulation with the PUCO resolving numerous issues including those in this base rate 
proceeding. Major components of the Stipulation related to the base distribution rate case include a $19 million decrease in annual base 
distribution revenue with a return on equity unchanged from the current rate of 9.84 percent based upon a capital structure of 50.75 percent 
equity and 49.25 percent debt. Upon approval of new rates, Duke Energy Ohio's rider for recovering its initial SmartGrid implementation ends as 
these costs will be recovered through base rates. The Stipulation also renews 14 existing riders, some of which were included in the company's 
ESP, and adds two new riders including the Enhanced Service Reliability Rider to recover vegetation management costs not included in base 
rates, up to $10 million per year (operation and maintenance only) and the PowerForward Rider to recover costs incurred to enhance the 
customer experience and further transform the grid (operation and maintenance and capital). The Stipulation is subject to the review and 
approval of the PUCO. An evidentiary hearing to review the Stipulation and other issues in the cases concluded on August 6, 2018. Initial briefs 
were filed on September 11, 2018. Reply briefs were filed October 2, 2018. In addition to the changes in revenue attributable to the Stipulation, 
Duke Energy Ohio’s capital-related riders, including the Distribution Capital Investments Rider, began to reflect the lower federal income tax rate 
associated with the Tax Act with updates to customers’ bills beginning April 1, 2018. This change reduces electric revenue by approximately $20 
million on an annualized basis. Duke Energy Ohio cannot predict the outcome of this matter.

Ohio Valley Electric Corporation

On March 31, 2017, Duke Energy Ohio filed for approval to adjust its existing price stabilization rider (Rider PSR), which is currently set at zero 
dollars, to pass through net costs related to its contractual entitlement to capacity and energy from the generating assets owned by OVEC. Duke 
Energy Ohio is seeking deferral authority for net costs incurred from April 1, 2017, until the new rates under Rider PSR are put into effect. 
Various intervenors have filed motions to dismiss or stay the proceeding and Duke Energy Ohio has opposed these filings. On April 13, 2018, 
Duke Energy Ohio filed a Motion to consolidate this proceeding with several other cases currently pending before the PUCO. Also on April 13, 
2018, Duke Energy Ohio, along with certain intervenors, filed a Stipulation with the PUCO resolving numerous issues including those related to 
Rider PSR. The Stipulation, if approved, would activate Rider PSR for recovery of net costs incurred since January 1, 2018. The Stipulation is 
subject to the review and approval of PUCO. An evidentiary hearing to review the Stipulation and other issues in the cases concluded on August 
6, 2018. Initial briefs were filed on September 11, 2018. Reply briefs were filed October 2, 2018. See Note 12 for additional discussion of Duke 
Energy Ohio's ownership interest in OVEC. Duke Energy Ohio cannot predict the outcome of this matter.

Tax Act – Ohio

On July 25, 2018, Duke Energy Ohio filed an application to establish a new rider to implement the benefits of the Tax Act for electric distribution 
customers. Duke Energy Ohio requested commission approval to implement the rider effective October 1, 2018, as a credit to all distribution 
customers based upon a percent reduction to Duke Energy Ohio’s distribution rates. The new rider will flow through to customers the benefit of 
the lower statutory federal tax rate from 35 to 21 percent since January 1, 2018, all future benefits of the lower tax rates and a full refund of 
deferred income taxes collected at the higher tax rates in prior years. Deferred income taxes subject to normalization rules will be refunded 
consistent with federal law and deferred income taxes not subject to normalization rules will be refunded over a 10-year period. An order is 
expected during the fourth quarter of 2018. Duke Energy Ohio's transmission rates reflect lower federal income tax but guidance from FERC on 
amortization of both protected and unprotected transmission-related EDITs is still pending. On October 24, 2018, the PUCO issued a Finding and 
Order that, among other things, directed all rate-regulated utilities file an application not for an increase in rates to reflect the impact of the Tax 
Act on their current rates by January 1, 2019, unless otherwise exempted or directed by the PUCO. Duke Energy Ohio's July 25, 2018, filing for 
electric distribution operations is consistent with the commission's October 24, 2018, Finding and Order and no further action is needed. Options 
for Duke Energy Ohio gas customers are still being evaluated. Duke Energy Ohio cannot predict the outcome of this matter. 
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Energy Efficiency Cost Recovery

On March 28, 2014, Duke Energy Ohio filed an application for recovery of program costs, lost distribution revenue and performance incentives 
related to its energy efficiency and peak demand reduction programs. These programs are undertaken to comply with environmental mandates 
set forth in Ohio law. The PUCO approved Duke Energy Ohio’s application but found that Duke Energy Ohio was not permitted to use banked 
energy savings from previous years in order to calculate the amount of allowed incentive. This conclusion represented a change to the cost 
recovery mechanism that had been agreed upon by intervenors and approved by the PUCO in previous cases. The PUCO granted the 
applications for rehearing filed by Duke Energy Ohio and an intervenor. On January 6, 2016, Duke Energy Ohio and the PUCO Staff entered into 
a stipulation, pending the PUCO's approval, to resolve issues related to performance incentives and the PUCO Staff audit of 2013 costs, among 
other issues. In December 2015, based upon the stipulation, Duke Energy Ohio re-established approximately $20 million of the revenues that 
had been previously reversed. On October 26, 2016, the PUCO issued an order approving the stipulation without modification. In December 
2016, the PUCO granted the intervenors request for rehearing for the purpose of further review. Duke Energy Ohio cannot predict the outcome of 
this matter. 

On June 15, 2016, Duke Energy Ohio filed an application for approval of a three-year energy efficiency and peak demand reduction portfolio of 
programs. A stipulation and modified stipulation were filed on December 22, 2016, and January 27, 2017, respectively. Under the terms of the 
stipulations, which included support for deferral authority of all costs and a cap on shared savings incentives, Duke Energy Ohio has offered its 
energy efficiency and peak demand reduction programs throughout 2017. On February 3, 2017, Duke Energy Ohio filed for deferral authority of 
its costs incurred in 2017 in respect of its proposed energy efficiency and peak demand reduction portfolio. On September 27, 2017, the PUCO 
issued an order approving a modified stipulation. The modifications impose an annual cap of approximately $38 million on program costs and 
shared savings incentives combined, but allowed for Duke Energy Ohio to file for a waiver of costs in excess of the cap in 2017. The PUCO 
approved the waiver request up to a total cost of $56 million. On November 21, 2017, the PUCO granted Duke Energy Ohio's and intervenor's 
applications for rehearing of the September 27, 2017, order. On January 10, 2018, the PUCO denied the Ohio Consumers' Counsel’s application 
for rehearing of the PUCO order granting Duke Energy Ohio's waiver request; however, a decision on Duke Energy Ohio's application for 
rehearing remains pending. Duke Energy Ohio cannot predict the outcome of this matter. 

2014 Electric Security Plan

In April 2015, the PUCO modified and approved Duke Energy Ohio's proposed ESP, with a three-year term and an effective date of June 1, 
2015. The PUCO approved a competitive procurement process for SSO load, a distribution capital investment rider (Rider DCI) and a tracking 
mechanism for incremental distribution expenses caused by major storms. The PUCO also approved a placeholder tariff for a price stabilization 
rider, but denied Duke Energy Ohio's specific request to include Duke Energy Ohio's entitlement to generation from OVEC in the rider at this 
time; however, the order allows Duke Energy Ohio to submit additional information to request recovery in the future. On May 4, 2015, Duke 
Energy Ohio filed an application for rehearing requesting the PUCO to modify or amend certain aspects of the order. On May 28, 2015, the 
PUCO granted all applications for rehearing filed in the case for future consideration. On March 21, 2018, the PUCO issued an order denying 
Duke Energy Ohio's issues on rehearing. On April 20, 2018, Duke Energy Ohio filed a second application for rehearing based upon the 
commission’s March 21, 2018, Order. On May 16, 2018, the commission issued its third Entry on Rehearing granting in part, and denying in part, 
Duke Energy Ohio’s rehearing request.

On March 9, 2018, Duke Energy Ohio filed a motion to extend its then-current ESP, including all terms and conditions thereof, pending approval 
of a new ESP. On May 30, 2018, the PUCO granted the request, with modification. Specifically, the PUCO did not extend the cap applicable to 
Rider DCI beyond July 31, 2018. Duke Energy Ohio sought rehearing of this finding. On July 25, 2018, the PUCO granted the request and 
allowed a continuing cap on recovery under Rider DCI. On August 24, 2018, OMA and OCC filed an Application for Rehearing of the 
commission's decision. Duke Energy Ohio filed a Memorandum Contra OCC's request for rehearing of the commission's continuation of Rider 
DCI on September 4, 2018. On September 19, 2018, the PUCO issued an Order granting rehearing on the matter for further consideration. Duke 
Energy Ohio cannot predict the outcome of this matter.

On May 21, 2018, the Ohio Manufacturers' Association (OMA) filed a notice of appeal of PUCO's approval of Duke Energy Ohio’s ESP with the 
Ohio Supreme Court, challenging PUCO's approval of Duke Energy Ohio’s Price Stability Rider as a placeholder and its Rider DCI to recover 
incremental revenue requirement for distribution capital since Duke Energy Ohio’s last base rate case. On July 16, 2018, the Office of the Ohio 
Consumers' Counsel (OCC) filed its own appeal of Duke Energy Ohio’s ESP with the Ohio Supreme Court raising similar issues to that of the 
OMA. Duke Energy Ohio's Application for Rehearing was granted on July 25, 2018. Duke Energy Ohio filed a Motion to Intervene in the two Ohio 
Supreme Court appeals. OMA's Supreme Court brief was filed on August 20, 2018. PUCO submitted its brief on October 26, 2018, and Duke 
Energy Ohio filed its brief on October 29, 2018. Duke Energy Ohio cannot predict the outcome of this matter. 

Natural Gas Pipeline Extension

Duke Energy Ohio is proposing to install a new natural gas pipeline (the Central Corridor Project) in its Ohio service territory to increase system 
reliability and enable the retirement of older infrastructure. Duke Energy Ohio estimates the pipeline development costs and construction 
activities will range from $163 million to $245 million in direct costs (excluding overheads and AFUDC). Project construction activities, schedule 
and final costs are still subject to uncertainty due to potential additional permitting delays, construction productivity and other conditions and 
risks, which could result in additional project cost availability and a potential delay in the targeted in-service date. On January 20, 2017, Duke 
Energy Ohio filed an amended application with the Ohio Power Siting Board (OPSB) for approval of one of two proposed routes. A public hearing 
was held on June 15, 2017, and an adjudicatory hearing was scheduled to begin September 11, 2017. On August 24, 2017, an Attorney 
Examiner granted a request made by Duke Energy Ohio to delay the procedural schedule while it works through various issues related to the 
pipeline route. In April 2018, Duke Energy Ohio filed a motion with OPSB to establish a procedural schedule and filed supplemental information 
supporting its application. If approved, construction of the pipeline extension is expected to be completed before the 2021/2022 winter season. 
Duke Energy Ohio cannot predict the outcome of this matter.
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Duke Energy Kentucky Electric Rate Case

On September 1, 2017, Duke Energy Kentucky filed a rate case with the KPSC requesting an increase in electric base rates of approximately 
$49 million, which represents an approximate 15 percent increase on the average customer bill. Subsequent to the filing, Duke Energy Kentucky 
adjusted the requested amount to $30.1 million, in part to reflect the benefits of the Tax Act, representing an approximate 9 percent increase on 
the average customer bill. The rate increase is driven by increased investment in utility plant, increased operations and maintenance expenses, 
and recovery of regulatory assets. The application also includes requests to implement an Environmental Surcharge Mechanism to recover 
environmental costs not recovered in base rates, to establish a Distribution Capital Investment Rider to recover incremental costs of specific 
programs, to establish a FERC Transmission Cost Reconciliation Rider to recover escalating transmission costs and to modify existing Profit 
Sharing Mechanism to increase customers' share of proceeds from the benefits of owning generation and to mitigate shareholder risks 
associated with that generation. An evidentiary hearing concluded on March 8, 2018, and the KPSC issued an order on April 13, 2018. Major 
components of the Order include approval of an $8.4 million increase in base rates with a return on equity at 9.725 percent based upon a capital 
structure of 49 percent equity on a total allocable capitalization of approximately $650 million. The Order approved the Environmental Surcharge 
Mechanism Rider and in June 2018 recovery began of capital-related environmental costs, including costs related to ash and ash disposal, and 
environmental operation and maintenance expenses formerly recovered in base rates, including expenses for environmental reagents and 
emission allowances. The incremental revenue from this rider will be approximately $13 million on an annualized basis. The order settles all 
issues associated with the Tax Act as it relates to the electric business by lowering the income tax component of the revenue requirement and 
refunding protected EDIT under allowable normalization rules and unprotected EDIT over 10 years. The Order denied requests to implement 
riders for certain transmission costs and distribution capital investments. Duke Energy Kentucky implemented new base rates on May 1, 2018. 
On May 3, 2018, Duke Energy Kentucky filed an application for rehearing on certain aspects of the order; on May 23, 2018, the KPSC granted a 
rehearing. On October 2, 2018, the KPSC issued its rehearing order correcting certain findings in its initial order and making additional changes 
that are immaterial to the company's earnings. Duke Energy Kentucky does not plan any further appeals.

Duke Energy Kentucky Natural Gas Base Rate Case

On August 31, 2018, Duke Energy Kentucky filed an application with the KPSC requesting an increase in natural gas base rates of approximately 
$10.5 million, an approximate 11.1 percent average increase across all customer classes. The increase is net of approximately $5.2 million in 
annual savings as a result of the Tax Act. The drivers for this case are capital invested since the Duke Energy Kentucky’s last rate case in 2009. 
Duke Energy Kentucky is also seeking implementation of a Weather Normalization Adjustment Mechanism, amortization of regulatory assets and 
to implement the impacts of the Tax Act, prospectively. The KPSC accepted Duke Energy Kentucky’s filing as of September 10, 2018, as meeting 
all filing requirements and issued its first round of discovery. A procedural schedule was set. A hearing is set to commence on February 5, 2019. 
A ruling is expected in late first quarter 2019. Duke Energy Kentucky cannot predict the outcome of this matter.

FERC 494 Refund of Regional Transmission Enhancement Projects

FERC Order No. 494 Settlement Agreement (FERC 494 Settlement Agreement) was entered into by most of the PJM Interconnection, LLC 
(PJM) transmission owners, including Duke Energy Ohio and Duke Energy Kentucky, and the PJM state regulatory commissions approximately 
two years ago and was planned to be effective on January 1, 2016; however, it was not approved by FERC until May 31, 2018. The FERC 494 
Settlement Agreement was due to the Seventh Circuit Court of Appeals finding that FERC had failed to adequately justify the costs that the 
customers in the western part of PJM were being charged for high voltage transmission projects, or Regional Transmission Expansion Plan 
(RTEP) projects (500 kV and above) built in the east. These costs were being allocated to all PJM customers on a load-ratio share basis but the 
court determined that these costs were not justifiable to customers in the west, including Duke Energy Ohio and Duke Energy Kentucky, that did 
not benefit from the RTEP projects. Costs for the periods 2012 through 2015 are expected to be refunded to Duke Energy Ohio and Duke Energy 
Kentucky on a monthly basis through December 2025. The refund amount for similar costs incurred beginning in 2016 through June 30, 2018, 
prior to the change in cost allocation by PJM was determined in the third quarter of 2018 and these amounts will be refunded over a 12-month 
period beginning in July 2018. These refunds, totaling approximately $47 million for Duke Energy Ohio and Duke Energy Kentucky, have been 
recorded to Operation, maintenance and other on the Condensed Consolidated Statements of Operations for the three and nine months ended 
September 30, 2018.

Duke Energy Indiana

FERC Transmission Return on Equity Complaint

Customer groups have filed with the FERC complaints against Midcontinent Independent System Operator, Inc. (MISO) and its transmission-
owning members, including Duke Energy Indiana, alleging, among other things, that the current base rate of return on equity earned by MISO 
transmission owners of 12.38 percent is unjust and unreasonable. The complaints claim, among other things, that the current base rate of return 
on equity earned by MISO transmission owners should be reduced to 8.67 percent. On January 5, 2015, the FERC issued an order accepting 
the MISO transmission owners' adder of 0.50 percent to the base rate of return on equity based on participation in an RTO subject to it being 
applied to a return on equity that is shown to be just and reasonable in the pending return on equity complaints. On December 22, 2015, the 
presiding FERC ALJ in the first complaint issued an Initial Decision in which the base rate of return on equity was set at 10.32 percent. On 
September 28, 2016, the Initial Decision in the first complaint was affirmed by FERC, but is subject to rehearing requests. On June 30, 2016, the 
presiding FERC ALJ in the second complaint issued an Initial Decision setting the base rate of return on equity at 9.70 percent. The Initial 
Decision in the second complaint is pending FERC review. On April 14, 2017, the U.S. Court of Appeals for the District of Columbia Circuit, in 
Emera Maine v. FERC, reversed and remanded certain aspects of the methodology employed by FERC to establish rates of return on equity. On 
October 16, 2018, FERC issued an order in response to the Emera remand proceeding proposing a new method for determining whether an 
existing return on equity is unjust and unreasonable, and a new process for determining a just and reasonable return on equity. The parties 
involved in the Emera proceeding are directed to file briefs by December 15, 2018. Duke Energy Indiana is in discussions with the other MISO 
Transmission Owners to determine strategy in light of this order. This decision may affect the outcome of the complaints against Duke Energy 
Indiana. Duke Energy Indiana currently believes these matters will not have a material impact on its results of operations, cash flows and 
financial position.
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Benton County Wind Farm Dispute

On December 16, 2013, Benton County Wind Farm LLC (BCWF) filed a lawsuit against Duke Energy Indiana seeking damages for past 
generation losses alleging Duke Energy Indiana violated its obligations under a 2006 PPA by refusing to offer electricity to the market at negative 
prices. Damage claims continue to increase during times that BCWF is not dispatched. Under 2013 revised MISO market rules, Duke Energy 
Indiana is required to make a price offer to MISO for the power it proposes to sell into MISO markets and MISO determines whether BCWF is 
dispatched. Because market prices would have been negative due to increased market participation, Duke Energy Indiana determined it would 
not bid at negative prices in order to balance customer needs against BCWF's need to run. BCWF contends Duke Energy Indiana must bid at the 
lowest negative price to ensure dispatch, while Duke Energy Indiana contends it is not obligated to bid at any particular price, that it cannot 
ensure dispatch with any bid and that it has reasonably balanced the parties' interests. On July 6, 2015, the U.S. District Court for the Southern 
District of Indiana entered judgment against BCWF on all claims. BCWF appealed the decision and on December 9, 2016, the appeals court 
ruled in favor of BCWF. Duke Energy Indiana recorded an obligation and a regulatory asset related to the settlement amount in fourth quarter 
2016. On June 30, 2017, the parties finalized a settlement agreement. Terms of the settlement included Duke Energy Indiana paying $29 million 
for back damages. Additionally, the parties agreed on the method by which the contract will be bid into the market in the future. The settlement 
amount was paid in June 2017. The IURC issued an order on September 27, 2017, approving recovery of the settlement amount through Duke 
Energy Indiana's fuel clause. The IURC order has been appealed to the Indiana Court of Appeals. On May 21, 2018, the Indiana Court of 
Appeals upheld the commission's decision. The appellants have requested rehearing at the Indiana Court of Appeals. The Indiana Court of 
Appeals denied the request for rehearing. The appellants have requested transfer to the Indiana Supreme Court, including briefs in support from 
environmental groups. Duke Energy Indiana cannot predict the outcome of this matter.

Edwardsport Integrated Gasification Combined Cycle Plant

On September 20, 2018, Duke Energy Indiana, the Indiana Office of Utility Consumer Counselor (OUCC), the Duke Industrial Group and Nucor 
Steel – Indiana entered into a settlement agreement to resolve integrated gasification combined cycle (IGCC) ratemaking issues for calendar 
years 2018 and 2019. The agreement will remain in effect until new rates are established in Duke Energy Indiana's next base rate case, which is 
expected to be filed in mid-2019 with rates effective in mid-2020. It addresses the pending Edwardsport filing at the commission and eliminates 
the need for future filings until the overall rate case. This settlement includes caps on Duke Energy Indiana’s retail operating expenses for 2018 
and 2019, reduces Duke Energy Indiana's regulatory asset by $30 million (with a corresponding reduction of the amount of amortization of the 
regulatory asset included in rates by $10 million annually beginning with the implementation of final IGCC 17 rates), and provides funding for low- 
income assistance and clean energy projects. Duke Energy Indiana recognized pretax impairment and related charges of $32 million in the third 
quarter of 2018. The settlement is subject to IURC approval. An evidentiary hearing is scheduled for December 2018. Duke Energy Indiana 
cannot predict the outcome of this matter.

Tax Act

On June 27, 2018, Duke Energy Indiana, the Indiana Office of Utility Consumer Counselor, the Indiana Industrial Group and Nucor Steel – 
Indiana filed testimony consistent with their Stipulation and Settlement Agreement (Settlement Agreement) in the federal tax act proceeding with 
the IURC. The Settlement Agreement outlines how Duke Energy Indiana will implement the impacts of the Tax Act. Material components of the 
Settlement Agreement were as follows:

• Riders to reflect the change in the statutory federal tax rate from 35 to 21 percent as they are filed in 2018;

• Base rates to reflect the change in the statutory federal tax rate from 35 to 21 percent upon IURC approval, but no later than 
September 1, 2018;

• Duke Energy Indiana to continue to defer protected federal EDIT until January 1, 2020, at which time it will be returned to customers 
according to the Average Rate Assumption Method (ARAM) required by the Internal Revenue Service over approximately 26 years; 
and

• Duke Energy Indiana to begin returning unprotected federal EDIT upon IURC approval, over 10 years. In order to mitigate the negative 
impacts to cash flow and credit metrics, the Settlement Agreement allows Duke Energy Indiana to return $7 million per year over the 
first five years, with a step up to $35 million per year in the following five years.

The settlement was subject to the review and approval of the IURC. An evidentiary hearing was held on July 13, 2018. On August 22, 2018, the 
IURC approved the settlement and rates have been adjusted effective September 1, 2018.

Piedmont

South Carolina Rate Stabilization Adjustment Filing

On June 15, 2018, Piedmont filed with the PSCSC under the South Carolina Rate Stabilization Act its quarterly monitoring report for the 12-
month period ending March 31, 2018. The filing included a revenue deficiency calculation and tariff rates in order to permit Piedmont the 
opportunity to earn the rate of return on common equity established in its last general rate case. The filing also incorporated the impacts of the 
Tax Act by lowering the income tax component of the revenue requirement, refunding protected EDIT under allowable normalization rules, 
unprotected EDIT and amounts over collected from the customers from January 1, 2018, through the end of the review period for this 
proceeding. A settlement agreement reached between Piedmont and ORS was filed with the PSCSC on September 14, 2018, and approved by 
the PSCSC on October 3, 2018. Terms of the settlement include implementation of rates for the 12-month period beginning November 2018 with 
a return on equity of 10.2 percent.
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North Carolina Integrity Management Rider Filing

In October 2018, Piedmont filed a petition under the Integrity Management Rider (IMR) mechanism to collect an additional $9.5 million in annual 
revenues effective December 2018 based on the eligible capital investments closed to integrity and safety projects over the six-month period 
ended September 30, 2018. Piedmont cannot predict the outcome of this matter.

In May 2018, Piedmont filed, and the NCUC approved, a petition under the IMR mechanism to update rates, effective June 2018, based on the 
eligible capital investments closed to integrity and safety projects over the six-month period ending March 31, 2018, and the decrease in the 
corporate federal income tax rate effective January 1, 2018. The combined effect of the update was a reduction to annual revenues of 
approximately $5.7 million.

OTHER REGULATORY MATTERS

Progress Energy Merger FERC Mitigation

Since December 2014, the FERC Office of Enforcement has conducted an investigation of Duke Energy’s market power filings in its application 
for approval of the Progress Energy merger submitted in 2012. On June 8, 2018, the FERC issued an order approving a settlement agreement 
under which Duke Energy paid a penalty of $3.5 million. The FERC Office of Enforcement stated in its conclusion that Duke Energy violated 
FERC regulations by failing to fully and accurately describe certain specific matters in its market power filings. Duke neither admitted nor denied 
the alleged violations.

Atlantic Coast Pipeline, LLC

On September 2, 2014, Duke Energy, Dominion Resources (Dominion), Piedmont and Southern Company Gas announced the formation of 
Atlantic Coast Pipeline, LLC (ACP) to build and own the proposed Atlantic Coast Pipeline (ACP pipeline), an approximately 600-mile interstate 
natural gas pipeline running from West Virginia to North Carolina. The ACP pipeline is designed to meet, in part, the needs identified by Duke 
Energy Carolinas, Duke Energy Progress and Piedmont. Dominion will build and operate the ACP pipeline and holds a leading ownership 
percentage in ACP of 48 percent. Duke Energy owns a 47 percent interest, which is accounted for as an equity method investment through its 
Gas Utilities and Infrastructure segment. Southern Company Gas maintains a 5 percent interest. See Note 12 for additional information related to 
Duke Energy's ownership interest. Duke Energy Carolinas, Duke Energy Progress and Piedmont, among others, will be customers of the 
pipeline. Purchases will be made under several 20-year supply contracts, subject to state regulatory approval.

In 2018, the FERC issued a series of Notices to Proceed, which authorized the project to begin certain construction-related activities along the 
pipeline route, including supply header and compressors. On May 11, 2018, and October 19, 2018, FERC issued Notices to Proceed allowing full 
construction activities in all areas of West Virginia except in the Monongahela National Forest. On July 24, 2018, FERC issued a Notice to 
Proceed allowing full construction activities along the project route in North Carolina. On October 19, 2018, the conditions to effectiveness of the 
Virginia 401 water quality certification were satisfied. Immediately following receipt of the Virginia 401 certification, ACP filed a request for FERC 
to issue a Notice to Proceed with full construction activities in Virginia, receipt of which is expected shortly. We appreciate the professional and 
collaborative process the permitting agencies have pursued to ensure that this critical energy infrastructure project will meet the stringent 
environmental standards required by law and regulation.

ACP is the subject of challenges in state and federal courts and agencies, including, among others, challenges of the project’s incidental take 
statement (ITS), crossings of the Blue Ridge Parkway, the Appalachian Trail, and the Monongahela and George Washington National Forests, 
the project’s U.S. Army Corps of Engineers (USACE) 404 permit, the Virginia conditional 401 water quality certification, the FERC Environmental 
Impact Statement order and the FERC order approving the Certificate of Public Convenience and Necessity. Each of these challenges alleges 
non-compliance on the part of federal and state permitting authorities and adverse ecological consequences if the project is permitted to 
proceed. ACP is vigorously defending these challenges and coordinating with the federal and state authorities which are the direct parties to the 
challenges. Since July 2018, notable developments in these challenges include a stay issued by the U.S. Court of Appeals for the Fourth Circuit 
(Fourth Circuit) on construction activities through the Monongahela and George Washington National Forests, a reissuance of the project’s ITS 
and Blue Ridge Parkway right-of-way and renewed challenges of these reissued permits and the USACE’s lifting of its administrative stay of 
ACP’s Huntington District 404 permit.

The FERC Stop Work Order following the Fourth Circuit's vacatur of the project's ITS and Blue Ridge Parkway right-of-way, together with delays 
in obtaining permits necessary for construction have impacted the cost and schedule for the project. As a result, project cost estimates have 
increased from a range of $6.0 billion to $6.5 billion to a range of $6.5 billion to $7.0 billion, excluding financing costs. ACP is pursuing a phased 
in-service approach with customers whereby it maintains a late 2019 in-service date for key segments of the project to meet peak winter demand 
in critically constrained regions served by the project. ACP will be pursuing a mid-2020 in-service date for the remaining segments. Abnormal 
weather, work delays (including delays due to judicial or regulatory action) and other conditions may result in cost or schedule modifications in 
the future.

Sabal Trail Transmission, LLC 

On May 4, 2015, Duke Energy acquired a 7.5 percent ownership interest in Sabal Trail, which is accounted for as an equity method investment, 
from Spectra Energy Partners, LP, a master limited partnership, formed by Enbridge Inc. (formerly Spectra Energy Corp.). Spectra Energy 
Partners, LP holds a 50 percent ownership interest in Sabal Trail and NextEra Energy has a 42.5 percent ownership interest. Sabal Trail is a joint 
venture to construct a 515-mile natural gas pipeline (Sabal Trail pipeline) to transport natural gas to Florida. Total estimated project costs are 
approximately $3.2 billion. The Sabal Trail pipeline traverses Alabama, Georgia and Florida. The primary customers of the Sabal Trail pipeline, 
Duke Energy Florida and Florida Power & Light Company (FP&L), have each contracted to buy pipeline capacity for 25-year initial terms. See 
Note 12 for additional information related to Duke Energy's ownership interest.
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On February 3, 2016, the FERC issued an order granting the request for a CPCN to construct and operate the pipeline. The Sabal Trail pipeline 
received other required regulatory approvals and the Phase 1 mainline was placed in service in July 2017. On October 12, 2017, Sabal Trail filed 
a request with FERC to place in service a lateral line to Duke Energy Florida's Citrus County Combined Cycle Facility. This request is required to 
support commissioning and testing activities at the facility. On March 16, 2018, FERC approved the Citrus lateral and it was placed in service.

On September 21, 2016, intervenors filed an appeal of FERC's CPCN orders to the U.S. Court of Appeals for the District of Columbia Circuit 
(D.C. Circuit Court of Appeals). On August 22, 2017, the appeals court ruled against FERC in the case for failing to include enough information 
on the impact of greenhouse-gas emissions carried by the pipeline, vacated the CPCN order and remanded the case to FERC. In response to 
the August 2017 court decision, the FERC issued a draft Supplemental Environmental Impact Statement (SEIS) on September 27, 2017. On 
October 6, 2017, FERC and a group of industry intervenors, including Sabal Trail and Duke Energy Florida, filed separate petitions with the D.C. 
Circuit Court of Appeals requesting rehearing regarding the court's decision to vacate the CPCN order. On January 31, 2018, the D.C. Circuit 
Court of Appeals denied the requests for rehearing. On February 2, 2018, Sabal Trail filed a request with FERC for expedited issuance of its 
order on remand and reissuance of the CPCN. In the alternative, the pipeline requested that FERC issue a temporary emergency CPCN to allow 
for continued operations. On February 5, 2018, FERC issued the final SEIS. On February 6, 2018, FERC and the intervenors in this case each 
filed motions for stay with the D.C. Circuit Court to stay the court's mandate. On March 7, 2018, the D.C. Circuit Court of Appeals granted FERC 
and Sabal Trail’s stay request. On March 14, 2018, FERC issued its final order on remand, which recertified the project. On August 10, 2018, 
FERC denied requests for rehearing of the final order on remand. 

Constitution Pipeline Company, LLC

Duke Energy owns a 24 percent ownership interest in Constitution, which is accounted for as an equity method investment. Constitution is a 
natural gas pipeline project slated to transport natural gas supplies from the Marcellus supply region in northern Pennsylvania to major 
northeastern markets. The pipeline will be constructed and operated by Williams Partners L.P., which has a 41 percent ownership share. The 
remaining interest is held by Cabot Oil and Gas Corporation and WGL Holdings, Inc. Before the permitting delays discussed below, Duke 
Energy's total anticipated contributions were approximately $229 million. As a result of the permitting delays and project uncertainty, total 
anticipated contributions by Duke Energy can no longer be reasonably estimated. Since April 2016, with the actions of the New York State 
Department of Environmental Conservation (NYSDEC), Constitution stopped construction and discontinued capitalization of future development 
costs until the project's uncertainty is resolved.

In December 2014, Constitution received approval from the FERC to construct and operate the proposed pipeline. However, on April 22, 2016, 
the NYSDEC denied Constitution’s application for a necessary water quality certification for the New York portion of the Constitution pipeline. 
Constitution filed legal actions in the U.S. Court of Appeals for the Second Circuit (U.S. Court of Appeals) challenging the legality and 
appropriateness of the NYSDEC’s decision and on August 18, 2017, the petition was denied in part and dismissed in part. In September 2017, 
Constitution filed a petition for a rehearing of portions of the decision unrelated to the water quality certification, which was denied by the U.S. 
Court of Appeals. In January 2018, Constitution petitioned the Supreme Court of the United States to review the U.S. Court of Appeals decision, 
and on April 30, 2018, the Supreme Court denied Constitution's petition. In October 2017, Constitution filed a petition for declaratory order 
requesting FERC to find that the NYSDEC waived its rights to issue a Section 401 water quality certification by not acting on Constitution's 
application within a reasonable period of time as required by statute. This petition was based on precedent established by another pipeline’s 
successful petition with FERC following a District of Columbia Circuit Court ruling. On January 11, 2018, FERC denied Constitution's petition. In 
February 2018, Constitution filed a rehearing request with FERC of its finding that the NYSDEC did not waive the Section 401 certification 
requirement. On July 19, 2018, FERC denied Constitution's rehearing request. Constitution is currently unable to approximate an in-service date 
for the project due to the NYSDEC's denial of the water quality certification. The Constitution partners remain committed to the project and are 
evaluating next steps to move the project forward. On June 25, 2018, Constitution filed with FERC a Request for Extension of Time until 
December 2, 2020, for construction of the project. Duke Energy cannot predict the outcome of this matter.

During the nine months ended September 30, 2018, Duke Energy recorded an other-than-temporary impairment (OTTI) of $55 million within 
Equity in earnings of unconsolidated affiliates on Duke Energy's Condensed Consolidated Statements of Operations. The charge represents the 
excess carrying value over the estimated fair value of the project, which was based on a Level 3 Fair Value measurement that was determined 
from the income approach using discounted cash flows. The impairment was primarily due to the recent actions taken by the courts and 
regulators to uphold the NYSDEC's denial of the certification and uncertainty associated with the remaining legal and regulatory challenges.

See Note 12 for additional information related to ownership interest and carrying value of the investment.

Potential Coal Plant Retirements

The Subsidiary Registrants periodically file Integrated Resource Plans (IRP) with their 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. IRPs filed by the Subsidiary 
Registrants included planning assumptions to potentially retire certain coal-fired generating facilities in North Carolina, Florida and Indiana earlier 
than their current estimated useful lives primarily because facilities do not have the requisite emission control equipment to meet U.S. 
Environmental Protection Agency (EPA) regulations recently approved or proposed.
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The table below contains the net carrying value of generating facilities planned for retirement or included in recent IRPs as evaluated for potential 
retirement due to a lack of requisite environmental control equipment. Dollar amounts in the table below are included in Net property, plant and 
equipment on the Condensed Consolidated Balance Sheets as of September 30, 2018, and exclude capitalized asset retirement costs. 

Remaining Net
Capacity Book Value
(in MW) (in millions)

Duke Energy Carolinas
Allen Steam Station Units 1-3(a) 585 $ 132

Progress Energy and Duke Energy Florida
Crystal River Units 1 and 2(b) 766 100

Duke Energy Indiana
Gallagher Units 2 and 4(c) 280 123

Total Duke Energy 1,631 $ 355

(a) Duke Energy Carolinas will retire Allen Steam Station Units 1 through 3 by December 31, 2024, as part of the resolution of a lawsuit 
involving alleged New Source Review violations.

(b) Duke Energy Florida expects to retire these coal units by the end of 2018 to comply with environmental regulations. 
(c) Duke Energy Indiana committed to either retire or stop burning coal at Gallagher Units 2 and 4 by December 31, 2022, as part of the 

2016 settlement of Edwardsport IGCC matters.

Refer to the "Western Carolinas Modernization Plan" discussion above for details of Duke Energy Progress' planned retirements.

4. COMMITMENTS AND CONTINGENCIES

ENVIRONMENTAL

The Duke Energy Registrants are subject to federal, state and local regulations regarding air and water quality, hazardous and solid waste 
disposal and other environmental matters. These regulations can be changed from time to time, imposing new obligations on the Duke Energy 
Registrants. The following environmental matters impact all of the Duke Energy Registrants.

Remediation Activities

In addition to asset retirement obligations (ARO) recorded as a result of various environmental regulations, the Duke Energy Registrants are 
responsible for environmental remediation at various sites. These include certain properties that are part of ongoing operations and sites formerly 
owned or used by Duke Energy entities. These sites are in various stages of investigation, remediation and monitoring. Managed in conjunction 
with relevant federal, state and local agencies, remediation activities vary based upon site conditions and location, remediation requirements, 
complexity and sharing of responsibility. If remediation activities involve joint and several liability provisions, strict liability, or cost recovery or 
contribution actions, the Duke Energy Registrants could potentially be held responsible for environmental impacts caused by other potentially 
responsible parties and may also benefit from insurance policies or contractual indemnities that cover some or all cleanup costs. Liabilities are 
recorded when losses become probable and are reasonably estimable. The total costs that may be incurred cannot be estimated because the 
extent of environmental impact, allocation among potentially responsible parties, remediation alternatives and/or regulatory decisions have not 
yet been determined at all sites. Additional costs associated with remediation activities are likely to be incurred in the future and could be 
significant. Costs are typically expensed as Operation, maintenance and other on the Condensed Consolidated Statements of Operations unless 
regulatory recovery of the costs is deemed probable.
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The following tables contain information regarding reserves for probable and estimable costs related to the various environmental sites. These 
reserves are recorded in Accounts Payable within Current Liabilities and Other within Other Noncurrent Liabilities on the Condensed 
Consolidated Balance Sheets.

Nine Months Ended September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Balance at beginning of period $ 81 $ 10 $ 15 $ 3 $ 12 $ 47 $ 5 $ 2
Provisions/adjustments 7 3 2 3 (1) 3 1 —
Cash reductions (20) (2) (5) (1) (4) (12) (1) —
Balance at end of period $ 68 $ 11 $ 12 $ 5 $ 7 $ 38 $ 5 $ 2

Nine Months Ended September 30, 2017
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Balance at beginning of period $ 98 $ 10 $ 18 $ 3 $ 14 $ 59 $ 10 $ 1
Provisions/adjustments (1) 2 1 — 1 (3) (2) 1
Cash reductions (13) (2) (3) — (3) (7) (1) —
Balance at end of period $ 84 $ 10 $ 16 $ 3 $ 12 $ 49 $ 7 $ 2

Additional losses in excess of recorded reserves that could be incurred for the stages of investigation, remediation and monitoring for 
environmental sites that have been evaluated at this time are not material except as presented in the table below.

(in millions)
Duke Energy $ 57
Duke Energy Carolinas 17
Duke Energy Ohio 30
Piedmont 2

LITIGATION

Duke Energy Carolinas and Duke Energy Progress

Coal Ash Insurance Coverage Litigation

In March 2017, Duke Energy Carolinas and Duke Energy Progress filed a civil action in North Carolina Superior Court against various insurance 
providers. The lawsuit seeks payment for coal ash-related liabilities covered by third-party liability insurance policies. The insurance policies were 
issued between 1971 and 1986 and provide third-party liability insurance for property damage. The civil action seeks damages for breach of 
contract and indemnification for costs arising from the Coal Ash Act and the EPA CCR rule at 15 coal-fired plants in North Carolina and South 
Carolina. The parties are engaged in discovery. Duke Energy Carolinas and Duke Energy Progress cannot predict the outcome of this matter. 

NCDEQ State Enforcement Actions

In the first quarter of 2013, the Southern Environmental Law Center (SELC) sent notices of intent to sue Duke Energy Carolinas and Duke 
Energy Progress related to alleged Clean Water Act (CWA) violations from coal ash basins at two of their coal-fired power plants in North 
Carolina. The NCDEQ filed enforcement actions against Duke Energy Carolinas and Duke Energy Progress alleging violations of water 
discharge permits and North Carolina groundwater standards. The cases have been consolidated and are being heard before a single judge in 
the North Carolina Superior Court.

On August 16, 2013, the NCDEQ filed an enforcement action against Duke Energy Carolinas and Duke Energy Progress related to their 
remaining plants in North Carolina, alleging violations of the CWA and violations of the North Carolina groundwater standards. Both of these 
cases have been assigned to the judge handling the enforcement actions discussed above. SELC is representing several environmental groups 
who have been permitted to intervene in these cases.

The court issued orders in 2016 granting Motions for Partial Summary Judgment for seven of the 14 North Carolina plants named in the 
enforcement actions. On February 13, 2017, the court issued an order denying motions for partial summary judgment brought by both the 
environmental groups and Duke Energy Carolinas and Duke Energy Progress for the remaining seven plants. On March 15, 2017, Duke Energy 
Carolinas and Duke Energy Progress filed a Notice of Appeal with the North Carolina Court of Appeals to challenge the trial court’s order. The 
parties were unable to reach an agreement at mediation in April 2017 and submitted briefs to the trial court on remaining issues to be tried. On 
August 1, 2018, the Court of Appeals dismissed the appeal and the matter is proceeding before the trial court. No trial date has been scheduled. 
Duke Energy Carolinas and Duke Energy Progress cannot predict the outcome of this matter.
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Federal Citizens Suits

On June 13, 2016, the Roanoke River Basin Association (RRBA) filed a federal citizen suit in the Middle District of North Carolina alleging 
unpermitted discharges to surface water and groundwater violations at the Mayo Plant. On August 19, 2016, Duke Energy Progress filed a 
Motion to Dismiss. On April 26, 2017, the court entered an order dismissing four of the claims in the federal citizen suit. Two claims relating to 
alleged violations of National Pollutant Discharge Elimination System (NPDES) permit provisions survived the motion to dismiss, and Duke 
Energy Progress filed its response on May 10, 2017. Duke Energy Progress and RRBA each filed motions for summary judgment on March 23, 
2018. The court has not yet ruled on these motions.

On May 16, 2017, RRBA filed a federal citizen suit in the U.S. District Court for the Middle District of North Carolina, which asserts two claims 
relating to alleged violations of NPDES permit provisions at the Roxboro Plant and one claim relating to the use of nearby water bodies. Duke 
Energy Progress and RRBA each filed motions for summary judgment on April 17, 2018, and the court has not yet ruled on these motions.

On May 8, 2018, on motion from Duke Energy Progress, the court ordered trial in both of the above matters to be consolidated. Trial is currently 
scheduled for July 15, 2019.

On June 20, 2017, RRBA filed a federal citizen suit in the U.S. District Court for the Middle District of North Carolina challenging the closure 
plans at the Mayo Plant under the EPA CCR Rule. Duke Energy Progress filed a motion to dismiss, which was granted by the court on March 30, 
2018. RRBA had until April 30, 2018, to file an appeal to the Fourth Circuit but did not do so.

On August 2, 2017, RRBA filed a federal citizen suit in the U.S. District Court for the Middle District of North Carolina challenging the closure 
plans at the Roxboro Plant under the EPA CCR Rule. Duke Energy Progress filed a motion to dismiss on October 2, 2017, which was granted by 
the court on May 29, 2018. RRBA had until June 28, 2018, to file an appeal to the Fourth Circuit but did not do so. 

On December 5, 2017, various parties filed a federal citizen suit in the U.S. District Court for the Middle District of North Carolina for alleged 
violations at Duke Energy Carolinas' Belews Creek Steam Station (Belews Creek) under the CWA. Duke Energy Carolinas filed a motion to 
dismiss on February 5, 2018, and on August 13, 2018, the court issued an order denying Duke Energy Carolinas’ motion to dismiss. Duke 
Energy Carolinas' answer to the complaint was filed on August 27, 2018. On October 10, 2018, Duke Energy Carolinas filed Motions to Dismiss 
for lack of standing, Motion for Judgment on the Pleadings and Motion to Stay Discovery. A hearing on the motion to stay is scheduled for 
December 12, 2018, and a scheduling conference has been set for January 2019.

Duke Energy Carolinas and Duke Energy Progress cannot predict the outcome of these matters.

Groundwater Contamination Claims

Beginning in May 2015, a number of residents living in the vicinity of the North Carolina facilities with ash basins received letters from the 
NCDEQ advising them not to drink water from the private wells on their land tested by the NCDEQ as the samples were found to have certain 
substances at levels higher than the criteria set by the North Carolina Department of Health and Human Services (DHHS). Results of 
Comprehensive Site Assessments testing performed by Duke Energy under the Coal Ash Act have been consistent with historical data provided 
to state regulators over many years. The DHHS and NCDEQ sent follow-up letters on October 15, 2015, to residents near coal ash basins who 
had their wells tested, stating that private well samplings at a considerable distance from coal ash basins, as well as some municipal water 
supplies, contain similar levels of vanadium and hexavalent chromium, which led investigators to believe these constituents are naturally 
occurring. In March 2016, DHHS rescinded the advisories.

Duke Energy Carolinas and Duke Energy Progress have received formal demand letters from residents near Duke Energy Carolinas' and Duke 
Energy Progress' coal ash basins. The residents claim damages for nuisance and diminution in property value, among other things. The parties 
held three days of mediation discussions that ended at an impasse. On January 6, 2017, Duke Energy Carolinas and Duke Energy Progress 
received the plaintiffs' notice of their intent to file suits should the matter not settle. The NCDEQ preliminarily approved Duke Energy’s permanent 
water solution plans on January 13, 2017, and as a result shortly thereafter, Duke Energy issued a press release, providing additional details 
regarding the homeowner compensation package. This package consists of three components: (i) a $5,000 goodwill payment to each eligible 
well owner to support the transition to a new water supply, (ii) where a public water supply is available and selected by the eligible well owner, a 
stipend to cover 25 years of water bills and (iii) the Property Value Protection Plan. The Property Value Protection Plan is a program offered by 
Duke Energy designed to guarantee eligible plant neighbors the fair market value of their residential property should they decide to sell their 
property during the time that the plan is offered. Settlement payments are being made, and, as of September 30, 2018, Duke Energy Carolinas 
and Duke Energy Progress have remaining reserves of $4 million and $2 million, respectively.

On August 23, 2017, a class-action suit was filed in Wake County Superior Court, North Carolina, against Duke Energy Carolinas and Duke 
Energy Progress on behalf of certain property owners living near coal ash impoundments at Allen, Asheville, Belews Creek, Buck, Cliffside, Lee, 
Marshall, Mayo and Roxboro. The class is defined as those who are “well-eligible” under the Coal Ash Act or those to whom Duke Energy has 
promised a permanent replacement water supply and seeks declaratory and injunctive relief, along with compensatory damages. Plaintiffs allege 
that Duke Energy’s improper maintenance of coal ash impoundments caused harm, particularly through groundwater contamination. Despite 
NCDEQ’s preliminary approval, Plaintiffs contend that Duke Energy’s proposed permanent water solutions plan fails to comply with the Coal Ash 
Act. On September 28, 2017, Duke Energy Carolinas and Duke Energy Progress filed a Motion to Dismiss and Motion to Strike the class 
designation. The parties entered into a Settlement Agreement on January 24, 2018, which resulted in the dismissal of the underlying class action 
on January 25, 2018. 
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On September 14, 2017, a complaint was filed against Duke Energy Progress in New Hanover County Superior Court by a group of homeowners 
residing approximately 1 mile from Duke Energy Progress' Sutton Steam Plant (Sutton). The homeowners allege that coal ash constituents have 
been migrating from ash impoundments at Sutton into their groundwater for decades and that in 2015, Duke Energy Progress discovered these 
releases of coal ash, but failed to notify any officials or neighbors and failed to take remedial action. The homeowners claim unspecified physical 
and mental injuries as a result of consuming their well water and seek actual damages for personal injury, medical monitoring and punitive 
damages. On March 6, 2018, Plaintiffs' counsel voluntarily dismissed the action without prejudice

It is not possible to estimate the maximum exposure of loss, if any, that may occur in connection with future claims that might be made by these 
residents.

Asbestos-related Injuries and Damages Claims

Duke Energy Carolinas has experienced numerous claims for indemnification and medical cost reimbursement related to asbestos exposure. 
These claims relate to damages for bodily injuries alleged to have arisen from exposure to or use of asbestos in connection with construction and 
maintenance activities conducted on its electric generation plants prior to 1985. As of September 30, 2018, there were 160 asserted claims for 
non-malignant cases with cumulative relief sought of up to $43 million, and 63 asserted claims for malignant cases with cumulative relief sought 
of up to $19 million. Based on Duke Energy Carolinas’ experience, it is expected that the ultimate resolution of most of these claims likely will be 
less than the amount claimed.

Duke Energy Carolinas has recognized asbestos-related reserves of $461 million at September 30, 2018, and $489 million at 
December 31, 2017. These reserves are classified in Other within Other Noncurrent Liabilities and Other within Current Liabilities on the 
Condensed Consolidated Balance Sheets. These reserves are based upon the minimum amount of the range of loss for current and future 
asbestos claims through 2037, are recorded on an undiscounted basis and incorporate anticipated inflation. In light of the uncertainties inherent 
in a longer-term forecast, management does not believe they can reasonably estimate the indemnity and medical costs that might be incurred 
after 2037 related to such potential claims. It is possible Duke Energy Carolinas may incur asbestos liabilities in excess of the recorded reserves.

Duke Energy Carolinas has third-party insurance to cover certain losses related to asbestos-related injuries and damages above an aggregate 
self-insured retention. Duke Energy Carolinas’ cumulative payments began to exceed the self-insurance retention in 2008. Future payments up 
to the policy limit will be reimbursed by the third-party insurance carrier. The insurance policy limit for potential future insurance recoveries 
indemnification and medical cost claim payments is $764 million in excess of the self-insured retention. Receivables for insurance recoveries 
were $553 million at September 30, 2018, and $585 million at December 31, 2017. These amounts are classified in Other within Other 
Noncurrent Assets and Receivables within Current Assets on the Condensed Consolidated Balance Sheets. Duke Energy Carolinas is not aware 
of any uncertainties regarding the legal sufficiency of insurance claims. Duke Energy Carolinas believes the insurance recovery asset is probable 
of recovery as the insurance carrier continues to have a strong financial strength rating.

Duke Energy Progress and Duke Energy Florida

Spent Nuclear Fuel Matters 

On October 16, 2014, Duke Energy Progress and Duke Energy Florida sued the U.S. in the U.S. Court of Federal Claims. The lawsuit claimed 
the Department of Energy breached a contract in failing to accept spent nuclear fuel under the Nuclear Waste Policy Act of 1982 and asserted 
damages for the cost of on-site storage. Duke Energy Progress and Duke Energy Florida asserted damages for the period January 1, 2011, 
through December 31, 2013, of $48 million and $25 million, respectively. On November 17, 2017, the court awarded Duke Energy Progress and 
Duke Energy Florida $48 million and $21 million, respectively, subject to appeal. No appeals were filed and Duke Energy Progress and Duke 
Energy Florida recognized the recoveries in the first quarter of 2018. Claims for all periods through 2013 have been resolved. On June 22, 2018, 
Duke Energy Progress and Duke Energy Florida filed a complaint for damages incurred for 2014 through first quarter 2018.

Duke Energy Progress

Gypsum Supply Agreement Matter 

On June 30, 2017, CertainTeed Gypsum NC, Inc. (CertainTeed) filed a declaratory judgment action against Duke Energy Progress in the North 
Carolina Business Court relating to a gypsum supply agreement. In its complaint, CertainTeed sought an order from the court declaring that the 
minimum amount of gypsum Duke Energy Progress must provide to CertainTeed under the supply agreement is 50,000 tons per month through 
2029. Subsequently, CertainTeed also sought a preliminary injunction requiring Duke Energy Progress to provide 50,000 tons of gypsum per 
month through the trial date. The parties reached an agreement under which Duke Energy Progress delivered 50,000 tons of gypsum per month 
through August 2018. Trial in this matter was completed on July 16, 2018. On August 29, 2018, the court issued an order and opinion finding that 
Duke Energy Progress is required to supply 50,000 tons of gypsum/month, but that CertainTeed’s sole remedy for Duke Energy Progress’ long-
term discontinuance under the agreement is liquidated damages. This ruling effectively limits CertainTeed’s remedies in the event that Duke 
Energy Progress elects to permanently discontinue gypsum supply at the Roxboro plant. The estimated maximum amount that would be owed 
under the liquidated damages provision is approximately $90 million. Both CertainTeed and Duke Energy Progress have filed cross-appeals, as 
they explore a possible resolution. Duke Energy Progress cannot predict the outcome of this matter.
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Duke Energy Florida

Class Action Lawsuit

On February 22, 2016, a lawsuit was filed in the U.S. District Court for the Southern District of Florida on behalf of a putative class of Duke 
Energy Florida and FP&L’s customers in Florida. The suit alleges the state of Florida’s nuclear power plant cost recovery statutes (NCRS) are 
unconstitutional and pre-empted by federal law. Plaintiffs claim they are entitled to repayment of all money paid by customers of Duke Energy 
Florida and FP&L as a result of the NCRS, as well as an injunction against any future charges under those statutes. The constitutionality of the 
NCRS has been challenged unsuccessfully in a number of prior cases on alternative grounds. Duke Energy Florida and FP&L filed motions to 
dismiss the complaint on May 5, 2016. On September 21, 2016, the court granted the motions to dismiss with prejudice. Plaintiffs filed a motion 
for reconsideration, which was denied. On January 4, 2017, plaintiffs filed a notice of appeal to the Eleventh Circuit U.S. Court of Appeals 
(Eleventh Circuit). On July 11, 2018, the Eleventh Circuit affirmed the U.S. District Court's dismissal of the lawsuit. The deadline to file a petition 
for cert was October 9, 2018, and no petition was filed; therefore, the dismissal of the lawsuit is final.

Westinghouse Contract Litigation

On March 28, 2014, Duke Energy Florida filed a lawsuit against Westinghouse in the U.S. District Court for the Western District of North 
Carolina. The lawsuit sought recovery of $54 million in milestone payments in excess of work performed under an Engineering, Procurement and 
Construction agreement (EPC) for Levy as well as a determination by the court of the amounts due to Westinghouse as a result of the 
termination of an EPC contract. Duke Energy Florida recognized an exit obligation as a result of the termination of the EPC. On March 31, 2014, 
Westinghouse filed a separate lawsuit against Duke Energy Florida in U.S. District Court for the Western District of Pennsylvania alleging 
damages under the same EPC contract in excess of $510 million for engineering and design work, costs to end supplier contracts and an alleged 
termination fee. On June 9, 2014, the judge in the North Carolina case ruled that the litigation would proceed in the Western District of North 
Carolina. 

On July 11, 2016, Duke Energy Florida and Westinghouse filed separate Motions for Summary Judgment. On September 29, 2016, the court 
issued its ruling, granting Westinghouse a $30 million termination fee claim and dismissing Duke Energy Florida's $54 million refund claim. 
Westinghouse's claim for termination costs continued to trial. Following a trial on the matter, the court issued an order in December 2016 denying 
Westinghouse’s claim for termination costs and reaffirming its earlier ruling in favor of Westinghouse on the $30 million termination fee. Judgment 
was entered against Duke Energy Florida in the amount of approximately $34 million, which includes prejudgment interest. Westinghouse 
appealed the trial court's order to the Fourth Circuit and Duke Energy Florida cross-appealed.

On March 29, 2017, Westinghouse filed Chapter 11 bankruptcy in the Southern District of New York, which automatically stayed the appeal. On 
May 23, 2017, the bankruptcy court entered an order lifting the stay with respect to the appeal. Briefing of the appeal concluded on 
October 20, 2017. Westinghouse and Duke Energy Florida executed a settlement agreement resolving this matter on April 5, 2018. The 
bankruptcy court approved the settlement and Duke Energy Florida paid approximately $34 million to Westinghouse in July 2018 pursuant to this 
agreement. At the request of the parties, the Fourth Circuit has dismissed the appeal.

MGP Cost Recovery Action

On December 30, 2011, Duke Energy Florida filed a lawsuit against FirstEnergy Corp. (FirstEnergy) to recover investigation and remediation 
costs incurred by Duke Energy Florida in connection with the restoration of two former MGP sites in Florida. Duke Energy Florida alleged that 
FirstEnergy, as the successor to Associated Gas & Electric Co., owes past and future contribution and response costs of up to $43 million for the 
investigation and remediation of MGP sites. On December 6, 2016, the trial court entered judgment against Duke Energy Florida in the case. In 
January 2017, Duke Energy Florida appealed the decision to the U.S. Court of Appeals for the Sixth Circuit, which affirmed the trial court's ruling 
on April 10, 2018. The dismissal of the lawsuit is therefore final.

Other Litigation and Legal Proceedings

The Duke Energy Registrants are involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of 
which involve significant amounts. The Duke Energy Registrants believe the final disposition of these proceedings will not have a material effect 
on their results of operations, cash flows or financial position.

The table below presents recorded reserves based on management’s best estimate of probable loss for legal matters, excluding asbestos-
related reserves and the exit obligation related to the termination of an EPC contract discussed above. Reserves are classified on the 
Condensed Consolidated Balance Sheets in Other within Other Noncurrent Liabilities and Accounts payable and Other within Current Liabilities. 
The reasonably possible range of loss in excess of recorded reserves is not material, other than as described above. 

(in millions) September 30, 2018 December 31, 2017
Reserves for Legal Matters
Duke Energy $ 63 $ 88
Duke Energy Carolinas 11 30
Progress Energy 50 55
Duke Energy Progress 11 13
Duke Energy Florida 23 24
Piedmont 1 2
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OTHER COMMITMENTS AND CONTINGENCIES

General

As part of their normal business, the Duke Energy Registrants are party to various financial guarantees, performance guarantees and other 
contractual commitments to extend guarantees of credit and other assistance to various subsidiaries, investees and other third parties. These 
guarantees involve elements of performance and credit risk, which are not fully recognized on the Condensed Consolidated Balance Sheets and 
have unlimited maximum potential payments. However, the Duke Energy Registrants do not believe these guarantees will have a material effect 
on their results of operations, cash flows or financial position.

In addition, the Duke Energy Registrants enter into various fixed-price, noncancelable commitments to purchase or sell power or natural gas, 
take-or-pay arrangements, transportation, or throughput agreements and other contracts that may or may not be recognized on their respective 
Condensed Consolidated Balance Sheets. Some of these arrangements may be recognized at fair value on their respective Condensed 
Consolidated Balance Sheets if such contracts meet the definition of a derivative and the normal purchase/normal sale (NPNS) exception does 
not apply. In most cases, the Duke Energy Registrants’ purchase obligation contracts contain provisions for price adjustments, minimum 
purchase levels and other financial commitments.

5. DEBT AND CREDIT FACILITIES

SUMMARY OF SIGNIFICANT DEBT ISSUANCES

The following table summarizes significant debt issuances (in millions). 

Nine Months Ended September 30, 2018
Duke Duke Duke Duke

Maturity Interest Duke Energy Energy Energy Energy
Issuance Date Date Rate Energy (Parent) Carolinas Progress Florida
Unsecured Debt
March 2018(a) April 2025 3.950% $ 250 $ 250 $ — $ — $ —
May 2018(b) May 2021 2.819% 500 500 — — —
September 2018(c) September 2078 5.625% 500 500 — — —
First Mortgage Bonds
March 2018(d) March 2023 3.050% 500 — 500 — —

March 2018(d) March 2048 3.950% 500 — 500 — —

June 2018(e) July 2028 3.800% 600 — — — 600

June 2018(e) July 2048 4.200% 400 — — — 400

August 2018(f) September 2023 3.375% 300 — — 300 —
August 2018(f) September 2028 3.700% 500 — — 500 —
Total issuances $ 4,050 $ 1,250 $ 1,000 $ 800 $ 1,000

(a) Debt issued to pay down short-term debt.
(b) Debt issued to pay down short-term debt. Debt issuance has a floating interest rate.
(c) Callable after September 2023 at par. Debt issued to pay down short-term debt and for general corporate purposes.
(d) Debt issued to repay at maturity a $300 million first mortgage bond due April 2018, pay down intercompany short-term debt and for 

general corporate purposes.
(e) Debt issued to repay a portion of intercompany short-term debt under money-pool borrowing arrangement and for general corporate 

purposes.
(f) Debt issued to repay short-term debt and for general corporate purposes.
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CURRENT MATURITIES OF LONG-TERM DEBT

The following table shows the significant components of Current Maturities of Long-Term Debt on the Condensed Consolidated Balance Sheets. 
The Duke Energy Registrants currently anticipate satisfying these obligations with cash on hand and proceeds from additional borrowings.

(in millions) Maturity Date Interest Rate September 30, 2018
Unsecured Debt
Progress Energy March 2019 7.050% $ 450
Duke Energy (Parent) September 2019 5.050% 500
Piedmont September 2019 2.848% (b) 350
First Mortgage Bonds
Duke Energy Carolinas November 2018 7.000% 500
Duke Energy Progress January 2019 5.300% 600
Duke Energy Ohio April 2019 5.450% 450
Other(a) 605
Current maturities of long-term debt $ 3,455

(a) Includes capital lease obligations, amortizing debt and small bullet maturities.
(b) Debt issuance has a floating interest rate.

AVAILABLE CREDIT FACILITIES

Master Credit Facility

In January 2018, Duke Energy extended the termination date of substantially all of its existing $8 billion Master Credit Facility capacity from 
March 16, 2022, to March 16, 2023. In May 2018, Duke Energy completed the extension process with 100 percent of all commitments to the 
Master Credit Facility extending to March 16, 2023. The Duke Energy Registrants, excluding Progress Energy (Parent), have borrowing capacity 
under the Master Credit Facility up to a specified sublimit for each borrower. Duke Energy has the unilateral ability at any time to increase or 
decrease the borrowing sublimits of each borrower, subject to a maximum sublimit for each borrower. The amount available under the Master 
Credit Facility has been reduced to backstop issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds 
that may be put to the Duke Energy Registrants at the option of the holder. Duke Energy Carolinas and Duke Energy Progress are also required 
to each maintain $250 million of available capacity under the Master Credit Facility as security to meet obligations under plea agreements 
reached with the U.S. Department of Justice in 2015 related to violations at North Carolina facilities with ash basins. The table below includes the 
current borrowing sublimits and available capacity under the Master Credit Facility.

September 30, 2018
Duke Duke Duke Duke Duke Duke

Duke Energy Energy Energy Energy Energy Energy
(in millions) Energy (Parent) Carolinas Progress Florida Ohio Indiana Piedmont
Facility size(a) $ 8,000 $ 2,650 $ 1,750 $ 1,400 $ 650 $ 450 $ 600 $ 500
Reduction to backstop issuances

Commercial paper(b) (2,519) (988) (872) (150) — (216) (293) —
Outstanding letters of credit (55) (47) (4) (2) — — — (2)
Tax-exempt bonds (81) — — — — — (81) —

Coal ash set-aside (500) — (250) (250) — — — —
Available capacity under the Master
Credit Facility $ 4,845 $ 1,615 $ 624 $ 998 $ 650 $ 234 $ 226 $ 498

(a) Represents the sublimit of each borrower.
(b) Duke Energy issued $625 million of commercial paper and loaned the proceeds through the money pool to Duke Energy Carolinas, 

Duke Energy Progress, Duke Energy Ohio and Duke Energy Indiana. The balances are classified as Long-Term Debt Payable to 
Affiliated Companies on the Condensed Consolidated Balance Sheets.

Three-Year Revolving Credit Facility

Duke Energy (Parent) has a $1.0 billion revolving credit facility (the Three Year Revolver) through June 2020. As of September 30, 2018, $500 
million has been drawn under the Three Year Revolver. This balance is classified as Long-Term Debt on Duke Energy's Condensed Consolidated 
Balance Sheets. Any undrawn commitments can be drawn and borrowings can be prepaid, at any time throughout the term of the facility. The 
terms and conditions of the Three Year Revolver are generally consistent with those governing Duke Energy's Master Credit Facility.
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Piedmont Term Loan Facility

In September 2018, Piedmont executed an amendment to its existing senior unsecured term loan (the Piedmont Term Loan). The amendment 
increased commitments from $250 million to $350 million and extended the maturity date to September 2019. As of September 30, 2018, the 
entire $350 million has been drawn under the Piedmont Term Loan. The balance is classified as Current maturities of long-term debt on 
Piedmont's Condensed Consolidated Balance Sheets.

6. ASSET RETIREMENT OBLIGATIONS

The Duke Energy Registrants record AROs when there is a legal obligation to incur retirement costs associated with the retirement of a long-
lived asset and the obligation can be reasonably estimated. The following table presents the AROs recorded on the Condensed Consolidated 
Balance Sheets.

September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Decommissioning of Nuclear Power Facilities(a) $ 5,367 $ 2,031 $ 3,181 $ 2,650 $ 531 $ — $ — $ —
Closure of Ash Impoundments 4,575 1,623 2,175 2,154 20 52 725 —
Other 314 58 79 37 42 46 19 15
Total ARO $10,256 $ 3,712 $ 5,435 $ 4,841 $ 593 $ 98 $ 744 $ 15
Less: current portion 902 292 475 470 4 7 128 —
Total noncurrent ARO $ 9,354 $ 3,420 $ 4,960 $ 4,371 $ 589 $ 91 $ 616 $ 15

(a) Duke Energy amount includes purchase accounting adjustments related to the merger with Progress Energy.

ARO Liability Rollforward

Actual closure costs incurred could be materially different from current estimates that form the basis of the recorded AROs. The following table 
presents the change in liability associated with AROs for the Duke Energy Registrants.

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Balance at December 31, 2017(a) $ 10,175 $ 3,610 $ 5,414 $ 4,673 $ 742 $ 84 $ 781 $ 15
Accretion expense(b) 319 133 168 145 23 3 22 —
Liabilities settled(c) (431) (198) (186) (155) (31) (5) (42) —
Liabilities incurred in the current year 34 8 — — — — 25 —
Revisions in estimates of cash flows(d) 159 159 39 178 (141) 16 (42) —
Balance at September 30, 2018 $ 10,256 $ 3,712 $ 5,435 $ 4,841 $ 593 $ 98 $ 744 $ 15

(a) Primarily relates to decommissioning nuclear power facilities, closure of ash impoundments, asbestos removal, closure of landfills at 
fossil generation facilities, retirement of natural gas mains and removal of renewable energy generation assets.

(b) For the nine months ended September 30, 2018, substantially all accretion expense relates to Duke Energy's regulated operations and 
has been deferred in accordance with regulatory accounting treatment.

(c) Primarily relates to ash impoundment closures and nuclear decommissioning of Crystal River Unit 3. 
(d) Primarily relates to increases in groundwater monitoring estimates for closure of ash impoundments, partially offset by modifications to 

the timing of expected cash flows and a reduction for nuclear decommissioning at Crystal River Unit 3 compared to original estimates.

Asset retirement costs associated with the AROs for operating plants and retired plants are included in Net property, plant and equipment and 
Regulatory assets within Other Noncurrent Assets, respectively, on the Condensed Consolidated Balance Sheets. 
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7. GOODWILL

Duke Energy

The following table presents the goodwill by reportable operating segment included on Duke Energy's Condensed Consolidated Balance Sheets 
at September 30, 2018, and December 31, 2017.

Electric Utilities Gas Utilities Commercial
(in millions) and Infrastructure and Infrastructure Renewables Total
Goodwill balance at December 31, 2017 $ 17,379 $ 1,924 $ 122 $ 19,425
Accumulated impairment charges — — (29) $ (29)
Goodwill balance at December 31, 2017, adjusted for
accumulated impairment charges $ 17,379 $ 1,924 $ 93 $ 19,396

Goodwill balance at September 30, 2018 $ 17,379 $ 1,924 $ 122 $ 19,425
Accumulated impairment charges — — (122) (122)
Goodwill balance at September 30, 2018, adjusted for
accumulated impairment charges $ 17,379 $ 1,924 $ — $ 19,303

Duke Energy Ohio

Duke Energy Ohio's Goodwill balance of $920 million, allocated $596 million to Electric Utilities and Infrastructure and $324 million to Gas 
Utilities and Infrastructure, is presented net of accumulated impairment charges of $216 million on the Condensed Consolidated Balance Sheets 
at September 30, 2018, and December 31, 2017.

Progress Energy

Progress Energy's Goodwill is included in the Electric Utilities and Infrastructure operating segment and there are no accumulated impairment 
charges.

Piedmont

Piedmont's Goodwill is included in the Gas Utilities and Infrastructure operating segment and there are no accumulated impairment charges.

Impairment Testing

Duke Energy, Progress Energy, Duke Energy Ohio and Piedmont are required to perform an annual goodwill impairment test as of the same date 
each year and, accordingly, perform their annual impairment testing of goodwill as of August 31. Duke Energy, Progress Energy, Duke Energy 
Ohio and Piedmont update their test between annual tests if events or circumstances occur that would more likely than not reduce the fair value 
of a reporting unit below its carrying value.

In the third quarter of 2018, based on the results of the annual quantitative goodwill impairment test, management determined that the fair value 
of the Commercial Renewables reporting unit was below its respective carrying value, including goodwill. Determination of the Commercial 
Renewables reporting unit fair value was based on an income approach, which estimates the fair value based on discounted future cash flows. 
The fair value of the Commercial Renewables reporting unit is impacted by several factors, including forecasted tax credit utilization, the cost of 
capital, current and forecasted solar and wind volumes, and legislative developments. Certain assumptions used in determining the fair value of 
the reporting unit in the 2018 impairment test changed from those used in the 2017 annual impairment test including the cost of capital as a 
result of rising interest rates and the timing of tax credit utilization due to the Tax Act and IRS (Internal Revenue Service) clarification on bonus 
depreciation in August 2018. Based on the quantitative impairment test, the estimated fair value of the Commercial Renewables reporting unit 
was below its carrying value by an immaterial amount but still more than the goodwill balance assigned to the reporting unit. As such, the entire 
remaining goodwill balance of approximately $93 million was impaired during the third quarter of 2018.

The fair value of all other reporting units for Duke Energy, Progress Energy, Duke Energy Ohio and Piedmont exceeded their respective carrying 
values at the date of the annual impairment analysis. As such, no other impairment charges were recorded in the third quarter of 2018.
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8. RELATED PARTY TRANSACTIONS

The Subsidiary Registrants engage in related party transactions in accordance with applicable state and federal commission regulations. Refer to 
the Condensed Consolidated Balance Sheets of the Subsidiary Registrants for balances due to or due from related parties. Material amounts 
related to transactions with related parties included on the Condensed Consolidated Statements of Operations and Comprehensive Income are 
presented in the following table.

Three Months Ended September 30, Nine Months Ended September 30,
(in millions) 2018 2017 2018 2017
Duke Energy Carolinas
Corporate governance and shared service expenses(a) $ 214 $ 206 $ 647 $ 645
Indemnification coverages(b) 6 5 17 17
JDA revenue(c) 13 9 66 42
JDA expense(c) 61 39 134 91
Intercompany natural gas purchases(d) 3 3 11 5
Progress Energy
Corporate governance and shared service expenses(a) $ 216 $ 207 $ 613 $ 555
Indemnification coverages(b) 8 10 25 29
JDA revenue(c) 61 39 134 91
JDA expense(c) 13 9 66 42
Intercompany natural gas purchases(d) 20 19 58 57
Duke Energy Progress
Corporate governance and shared service expenses(a) $ 138 $ 112 $ 382 $ 321
Indemnification coverages(b) 3 4 9 11
JDA revenue(c) 61 39 134 91
JDA expense(c) 13 9 66 42
Intercompany natural gas purchases(d) 20 19 58 57
Duke Energy Florida
Corporate governance and shared service expenses(a) $ 78 $ 95 $ 231 $ 234
Indemnification coverages(b) 5 6 16 18
Duke Energy Ohio
Corporate governance and shared service expenses(a) $ 85 $ 90 $ 264 $ 275
Indemnification coverages(b) 1 1 3 3
Duke Energy Indiana
Corporate governance and shared service expenses(a) $ 105 $ 94 $ 302 $ 281
Indemnification coverages(b) 2 2 6 6
Piedmont
Corporate governance and shared service expenses(a) $ 39 $ 11 $ 115 $ 25
Indemnification coverages(b) 1 1 2 2
Intercompany natural gas sales(d) 23 22 69 62

(a) The Subsidiary Registrants are charged their proportionate share of corporate governance and other shared services costs, primarily 
related to human resources, employee benefits, information technology, legal and accounting fees, as well as other third-party costs. 
These amounts are primarily recorded in Operation, maintenance and other on the Condensed Consolidated Statements of Operations 
and Comprehensive Income.

(b) The Subsidiary Registrants incur expenses related to certain indemnification coverages through Bison, Duke Energy’s wholly owned 
captive insurance subsidiary. These expenses are recorded in Operation, maintenance and other on the Condensed Consolidated 
Statements of Operations and Comprehensive Income.

(c) Duke Energy Carolinas and Duke Energy Progress participate in a Joint Dispatch Agreement (JDA), which allows the collective 
dispatch of power plants between the service territories to reduce customer rates. Revenues from the sale of power and expenses 
from the purchase of power pursuant to the JDA are recorded in Operating Revenues and Fuel used in electric generation and 
purchased power, respectively, on the Condensed Consolidated Statements of Operations and Comprehensive Income.

(d) Piedmont provides long-term natural gas delivery service to certain Duke Energy Carolinas and Duke Energy Progress natural gas-
fired generation facilities. Piedmont records the sales in Operating revenues, and Duke Energy Carolinas and Duke Energy Progress 
record the related purchases as a component of Fuel used in electric generation and purchased power on their respective Condensed 
Consolidated Statements of Operations and Comprehensive Income. These intercompany revenues and expenses are eliminated in 
consolidation. 

In addition to the amounts presented above, the Subsidiary Registrants have other affiliate transactions, including rental of office space, 
participation in a money pool arrangement, other operational transactions and their proportionate share of certain charged expenses. These 
transactions of the Subsidiary Registrants were not material for the three and nine months ended September 30, 2018, and 2017.
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As discussed in Note 12, certain trade receivables have been sold by Duke Energy Ohio and Duke Energy Indiana to Cinergy Receivables 
Company LLC (CRC), an indirect subsidiary of Duke Energy. The proceeds obtained from the sales of receivables are largely cash but also 
include a subordinated note from CRC for a portion of the purchase price. 

Equity Method Investments

Piedmont has related party transactions as a customer of its equity method investments in natural gas storage and transportation facilities. The 
following table presents expenses for the three and nine months ended September 30, 2018, and 2017, which are included in Cost of natural gas 
on Piedmont's Condensed Consolidated Statements of Operations and Comprehensive Income.

Three Months Ended
September 30,

Nine Months Ended
September 30,

(in millions) Type of expense 2018 2017 2018 2017
Cardinal Transportation Costs $ 2 $ 2 $ 5 $ 6
Pine Needle Natural Gas Storage Costs 2 2 6 6
Hardy Storage Natural Gas Storage Costs 2 2 7 7
Total $ 6 $ 6 $ 18 $ 19

Piedmont had accounts payable to its equity method investments of $2 million at September 30, 2018, and December 31, 2017, related to these 
transactions. These amounts are included in Accounts payable on the Condensed Consolidated Balance Sheets.

Intercompany Income Taxes

Duke Energy and the Subsidiary Registrants file a consolidated federal income tax return and other state and jurisdictional returns. The 
Subsidiary Registrants have a tax sharing agreement with Duke Energy for the allocation of consolidated tax liabilities and benefits. Income 
taxes recorded represent amounts the Subsidiary Registrants would incur as separate C-Corporations. The following table includes the balance 
of intercompany income tax receivables and payables for the Subsidiary Registrants.

Duke Duke Duke Duke Duke
Energy Progress Energy Energy Energy Energy

(in millions) Carolinas Energy Progress Florida Ohio Indiana Piedmont
September 30, 2018
Intercompany income tax receivable $ 32 $ 196 $ 80 $ — $ — $ 22 $ 11
Intercompany income tax payable — — — 77 9 — —

December 31, 2017
Intercompany income tax receivable $ — $ 168 $ — $ 44 $ 22 $ — $ 7
Intercompany income tax payable 44 — 21 — — 35 —

9. DERIVATIVES AND HEDGING

The Duke Energy Registrants use commodity and interest rate contracts to manage commodity price risk and interest rate risk. The primary use 
of commodity derivatives is to hedge the generation portfolio against changes in the prices of electricity and natural gas. Piedmont enters into 
natural gas supply contracts to provide diversification, reliability and natural gas cost benefits to its customers. Interest rate swaps are used to 
manage interest rate risk associated with borrowings. 

All derivative instruments not identified as NPNS are recorded at fair value as assets or liabilities on the Condensed Consolidated Balance 
Sheets. Cash collateral related to derivative instruments executed under master netting arrangements is offset against the collateralized 
derivatives on the Condensed Consolidated Balance Sheets. The cash impacts of settled derivatives are recorded as operating activities on the 
Condensed Consolidated Statements of Cash Flows.

INTEREST RATE RISK

The Duke Energy Registrants are exposed to changes in interest rates as a result of their issuance or anticipated issuance of variable-rate and 
fixed-rate debt and commercial paper. Interest rate risk is managed by limiting variable-rate exposures to a percentage of total debt and by 
monitoring changes in interest rates. To manage risk associated with changes in interest rates, the Duke Energy Registrants may enter into 
interest rate swaps, U.S. Treasury lock agreements and other financial contracts. In anticipation of certain fixed-rate debt issuances, a series of 
forward-starting interest rate swaps or Treasury locks may be executed to lock in components of current market interest rates. These instruments 
are later terminated prior to or upon the issuance of the corresponding debt.
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Cash Flow Hedges

For a derivative designated as hedging the exposure to variable cash flows of a future transaction, referred to as a cash flow hedge, the effective 
portion of the derivative's gain or loss is initially reported as a component of other comprehensive income and subsequently reclassified into 
earnings once the future transaction impacts earnings. Amounts for interest rate contracts are reclassified to earnings as interest expense over 
the term of the related debt. Gains and losses reclassified out of AOCI for the three and nine months ended September 30, 2018, and 2017 were 
not material. Duke Energy's interest rate derivatives designated as hedges include interest rate swaps used to hedge existing debt within the 
Commercial Renewables business.

Undesignated Contracts

Undesignated contracts primarily include contracts not designated as a hedge because they are accounted for under regulatory accounting or 
contracts that do not qualify for hedge accounting.

Duke Energy’s interest rate swaps for its regulated operations employ regulatory accounting. With regulatory accounting, the mark-to-market 
gains or losses on the swaps are deferred as regulatory liabilities or regulatory assets, respectively. Regulatory assets and liabilities are 
amortized consistent with the treatment of the related costs in the ratemaking process. The accrual of interest on the swaps is recorded as 
Interest Expense on the Duke Energy Registrant's Condensed Consolidated Statements of Operations and Comprehensive Income.

The following table shows notional amounts of outstanding derivatives related to interest rate risk. 

September 30, 2018
Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio
Cash flow hedges $ 411 $ — $ — $ — $ — $ —
Undesignated contracts 1,127 400 500 250 250 27
Total notional amount(a) $ 1,538 $ 400 $ 500 $ 250 $ 250 $ 27

December 31, 2017
Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio
Cash flow hedges(a) $ 660 $ — $ — $ — $ — $ —
Undesignated contracts 927 400 500 250 250 27
Total notional amount $ 1,587 $ 400 $ 500 $ 250 $ 250 $ 27

(a) Duke Energy includes amounts related to consolidated VIEs of $411 million in cash flow hedges and $200 million in undesignated 
contracts as of September 30, 2018, and $660 million in cash flow hedges as of December 31, 2017.

COMMODITY PRICE RISK

The Duke Energy Registrants are exposed to the impact of changes in the prices of electricity purchased and sold in bulk power markets and 
coal and natural gas purchases, including Piedmont's natural gas supply contracts. Exposure to commodity price risk is influenced by a number 
of factors including the term of contracts, the liquidity of markets and delivery locations. For the Subsidiary Registrants, bulk power electricity and 
coal and natural gas purchases flow through fuel adjustment clauses, formula-based contracts or other cost-sharing mechanisms. Differences 
between the costs included in rates and the incurred costs, including undesignated derivative contracts, are largely deferred as regulatory assets 
or regulatory liabilities. Piedmont policies allow for the use of financial instruments to hedge commodity price risks. The strategy and objective of 
these hedging programs are to use the financial instruments to reduce natural gas costs volatility for customers.
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Volumes

The tables below include volumes of outstanding commodity derivatives. Amounts disclosed represent the absolute value of notional volumes of 
commodity contracts excluding NPNS. The Duke Energy Registrants have netted contractual amounts where offsetting purchase and sale 
contracts exist with identical delivery locations and times of delivery. Where all commodity positions are perfectly offset, no quantities are shown.

September 30, 2018
Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy
Energy Carolinas Energy Progress Florida Indiana Piedmont

Electricity (gigawatt-hours) 170 — — — — 170 —
Natural gas (millions of dekatherms) 744 119 167 158 9 1 457

December 31, 2017
Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy
Energy Carolinas Energy Progress Florida Indiana Piedmont

Electricity (gigawatt-hours) 34 — — — — 34 —
Natural gas (millions of dekatherms) 770 105 183 133 50 2 480
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LOCATION AND FAIR VALUE OF DERIVATIVE ASSETS AND LIABILITIES RECOGNIZED ON THE CONDENSED CONSOLIDATED 
BALANCE SHEETS

The following tables show the fair value and balance sheet location of derivative instruments. Although derivatives subject to master netting 
arrangements are netted on the Condensed Consolidated Balance Sheets, the fair values presented below are shown gross and cash collateral 
on the derivatives has not been netted against the fair values shown.

Derivative Assets September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Commodity Contracts
Not Designated as Hedging Instruments
Current $ 46 $ 2 $ 3 $ 2 $ 1 $ 8 $ 29 $ 4
Noncurrent 1 — — — — — — —
Total Derivative Assets – Commodity
Contracts $ 47 $ 2 $ 3 $ 2 $ 1 $ 8 $ 29 $ 4
Interest Rate Contracts
Designated as Hedging Instruments
Current $ 6 $ 5 $ — $ — $ — $ — $ — $ —
Noncurrent 6 — — — — — — —
Not Designated as Hedging Instruments
Current 1 — — — — — — —
Noncurrent 17 — — — — — — —
Total Derivative Assets – Interest Rate
Contracts $ 30 $ 5 $ — $ — $ — $ — $ — $ —
Total Derivative Assets $ 77 $ 7 $ 3 $ 2 $ 1 $ 8 $ 29 $ 4

Derivative Liabilities September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Commodity Contracts
Not Designated as Hedging Instruments
Current $ 26 $ 14 $ 5 $ 5 $ — $ — $ — $ 7
Noncurrent 177 14 17 8 — — — 146
Total Derivative Liabilities – Commodity
Contracts $ 203 $ 28 $ 22 $ 13 $ — $ — $ — $ 153
Interest Rate Contracts
Designated as Hedging Instruments
Current $ 2 $ — $ — $ — $ — $ — $ — $ —
Not Designated as Hedging Instruments
Current 7 — 6 3 3 1 — —
Noncurrent 13 — 9 8 2 3 — —
Total Derivative Liabilities – Interest
Rate Contracts $ 22 $ — $ 15 $ 11 $ 5 $ 4 $ — $ —
Total Derivative Liabilities $ 225 $ 28 $ 37 $ 24 $ 5 $ 4 $ — $ 153
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Derivative Assets December 31, 2017
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Commodity Contracts
Not Designated as Hedging Instruments
Current $ 34 $ 2 $ 2 $ 1 $ 1 $ 1 $ 27 $ 2
Noncurrent 1 — 1 1 — — — —
Total Derivative Assets – Commodity
Contracts $ 35 $ 2 $ 3 $ 2 $ 1 $ 1 $ 27 $ 2
Interest Rate Contracts
Designated as Hedging Instruments
Current $ 1 $ — $ — $ — $ — $ — $ — $ —
Noncurrent 15 — — — — — — —
Total Derivative Assets – Interest Rate
Contracts $ 16 $ — $ — $ — $ — $ — $ — $ —
Total Derivative Assets $ 51 $ 2 $ 3 $ 2 $ 1 $ 1 $ 27 $ 2

Derivative Liabilities December 31, 2017
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Commodity Contracts
Not Designated as Hedging Instruments
Current $ 36 $ 6 $ 18 $ 8 $ 10 $ — $ — $ 11
Noncurrent 146 4 10 4 — — — 131
Total Derivative Liabilities – Commodity
Contracts $ 182 $ 10 $ 28 $ 12 $ 10 $ — $ — $ 142
Interest Rate Contracts
Designated as Hedging Instruments
Current $ 29 $ 25 $ — $ — $ — $ — $ — $ —
Noncurrent 6 — — — — — — —
Not Designated as Hedging Instruments
Current 1 — 1 — — 1 — —
Noncurrent 12 — 7 6 2 4 — —
Total Derivative Liabilities – Interest
Rate Contracts $ 48 $ 25 $ 8 $ 6 $ 2 $ 5 $ — $ —
Total Derivative Liabilities $ 230 $ 35 $ 36 $ 18 $ 12 $ 5 $ — $ 142

OFFSETTING ASSETS AND LIABILITIES

The following tables present the line items on the Condensed Consolidated Balance Sheets where derivatives are reported. Substantially all of 
Duke Energy's outstanding derivative contracts are subject to enforceable master netting arrangements. The gross amounts offset in the tables 
below show the effect of these netting arrangements on financial position, and include collateral posted to offset the net position. The amounts 
shown are calculated by counterparty. Accounts receivable or accounts payable may also be available to offset exposures in the event of 
bankruptcy. These amounts are not included in the tables below.
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Derivative Assets September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Current
Gross amounts recognized $ 53 $ 7 $ 3 $ 2 $ 1 $ 8 $ 29 $ 4
Gross amounts offset (4) (2) (2) (2) — — — —
Net amounts presented in Current Assets:
Other $ 49 $ 5 $ 1 $ — $ 1 $ 8 $ 29 $ 4
Noncurrent
Gross amounts recognized $ 24 $ — $ — $ — $ — $ — $ — $ —
Gross amounts offset (1) — — — — — — —
Net amounts presented in Other
Noncurrent Assets: Other $ 23 $ — $ — $ — $ — $ — $ — $ —

Derivative Liabilities September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Current
Gross amounts recognized $ 35 $ 14 $ 11 $ 8 $ 3 $ 1 $ — $ 7
Gross amounts offset (4) (2) (2) (2) — — — —
Net amounts presented in Current
Liabilities: Other $ 31 $ 12 $ 9 $ 6 $ 3 $ 1 $ — $ 7
Noncurrent
Gross amounts recognized $ 190 $ 14 $ 26 $ 16 $ 2 $ 3 $ — $ 146
Gross amounts offset (1) — (1) (1) — — — —
Net amounts presented in Other
Noncurrent Liabilities: Other $ 189 $ 14 $ 25 $ 15 $ 2 $ 3 $ — $ 146

Derivative Assets December 31, 2017
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Current
Gross amounts recognized $ 35 $ 2 $ 2 $ 1 $ 1 $ 1 $ 27 $ 2
Gross amounts offset — — — — — — — —
Net amounts presented in Current Assets:
Other $ 35 $ 2 $ 2 $ 1 $ 1 $ 1 $ 27 $ 2
Noncurrent
Gross amounts recognized $ 16 $ — $ 1 $ 1 $ — $ — $ — $ —
Gross amounts offset — — — — — — — —
Net amounts presented in Other
Noncurrent Assets: Other $ 16 $ — $ 1 $ 1 $ — $ — $ — $ —
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Derivative Liabilities December 31, 2017
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Current
Gross amounts recognized $ 66 $ 31 $ 19 $ 8 $ 10 $ 1 $ — $ 11
Gross amounts offset (3) (2) (2) (2) — — — —
Net amounts presented in Current
Liabilities: Other $ 63 $ 29 $ 17 $ 6 $ 10 $ 1 $ — $ 11
Noncurrent
Gross amounts recognized $ 164 $ 4 $ 17 $ 10 $ 2 $ 4 $ — $ 131
Gross amounts offset (1) — (1) (1) — — — —
Net amounts presented in Other
Noncurrent Liabilities: Other $ 163 $ 4 $ 16 $ 9 $ 2 $ 4 $ — $ 131

OBJECTIVE CREDIT CONTINGENT FEATURES

Certain derivative contracts contain objective credit contingent features. These features include the requirement to post cash collateral or letters 
of credit if specific events occur, such as a credit rating downgrade below investment grade. The following tables show information with respect 
to derivative contracts that are in a net liability position and contain objective credit-risk-related payment provisions. 

September 30, 2018
Duke Duke Duke

Duke Energy Progress Energy Energy
(in millions) Energy Carolinas Energy Progress Florida
Aggregate fair value of derivatives in a net liability position $ 48 $ 26 $ 23 $ 22 $ —
Fair value of collateral already posted — — — — —
Additional cash collateral or letters of credit in the event credit-risk-
related contingent features were triggered 48 26 23 22 —

December 31, 2017
Duke Duke Duke

Duke Energy Progress Energy Energy
(in millions) Energy Carolinas Energy Progress Florida
Aggregate fair value of derivatives in a net liability position $ 59 $ 35 $ 25 $ 15 $ 10
Fair value of collateral already posted — — — — —
Additional cash collateral or letters of credit in the event credit-risk-
related contingent features were triggered 59 35 25 15 10

The Duke Energy Registrants have elected to offset cash collateral and fair values of derivatives. For amounts to be netted, the derivative and 
cash collateral must be executed with the same counterparty under the same master netting arrangement.

10. INVESTMENTS IN DEBT AND EQUITY SECURITIES

Duke Energy’s investments in debt and equity securities are primarily comprised of investments held in (i) the nuclear decommissioning trust 
funds (NDTF) at Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida, (ii) grantor trusts at Duke Energy Progress, Duke 
Energy Florida and Duke Energy Indiana related to Other Post-Retirement Benefit Obligations (OPEB) plans and (iii) Bison. The Duke Energy 
Registrants classify investments in debt securities as available-for-sale (AFS) and investments in equity securities as fair value through net 
income (FV-NI).  

For investments in debt securities classified as AFS, the unrealized gains and losses are included in other comprehensive income until realized, 
at which time, they are reported through net income. For investments in equity securities classified as FV-NI, both realized and unrealized gains 
and losses are reported through net income. Substantially all of Duke Energy’s investments in debt and equity securities qualify for regulatory 
accounting, and accordingly, all associated realized and unrealized gains and losses on these investments are deferred as a regulatory asset or 
liability.

Duke Energy classifies the majority of investments in debt and equity securities as long term, unless otherwise noted.
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Investment Trusts

The investments within the NDTF investments and the Duke Energy Progress, Duke Energy Florida and Duke Energy Indiana grantor trusts 
(Investment Trusts) are managed by independent investment managers with discretion to buy, sell and invest pursuant to the objectives set forth 
by the trust agreements. The Duke Energy Registrants have limited oversight of the day-to-day management of these investments. As a result, 
the ability to hold investments in unrealized loss positions is outside the control of the Duke Energy Registrants. Accordingly, all unrealized 
losses associated with debt securities within the Investment Trusts are considered OTTIs and are recognized immediately and deferred to 
regulatory accounts where appropriate.

Other AFS Securities

Unrealized gains and losses on all other AFS securities are included in other comprehensive income until realized, unless it is determined the 
carrying value of an investment is other-than-temporarily impaired. The Duke Energy Registrants analyze all investment holdings each reporting 
period to determine whether a decline in fair value should be considered other-than-temporary. If an OTTI exists, the unrealized credit loss is 
included in earnings. There were no material credit losses as of September 30, 2018, and December 31, 2017. 

Other Investments amounts are recorded in Other within Other Noncurrent Assets on the Condensed Consolidated Balance Sheets.

DUKE ENERGY

The following table presents the estimated fair value of investments in debt and equity securities; equity investments are classified as FV-NI and 
debt investments are classified as AFS. 

September 30, 2018(a) December 31, 2017
Gross Gross Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated
Holding Holding Fair Holding Holding Fair

(in millions) Gains Losses Value Gains Losses Value
NDTF
Cash and cash equivalents $ — $ — $ 75 $ — $ — $ 115
Equity securities 3,117 48 5,272 2,805 27 4,914
Corporate debt securities 5 10 595 17 2 570
Municipal bonds — 7 346 4 3 344
U.S. government bonds 5 25 974 11 7 1,027
Other debt securities — 3 141 — 1 118
Total NDTF Investments $ 3,127 $ 93 $ 7,403 $ 2,837 $ 40 $ 7,088
Other Investments
Cash and cash equivalents $ — $ — $ 21 $ — $ — $ 15
Equity securities 51 — 115 59 — 123
Corporate debt securities — 1 64 1 — 57
Municipal bonds 1 1 85 2 1 83
U.S. government bonds — 1 59 — — 41
Other debt securities — 1 43 — 1 44
Total Other Investments $ 52 $ 4 $ 387 $ 62 $ 2 $ 363
Total Investments $ 3,179 $ 97 $ 7,790 $ 2,899 $ 42 $ 7,451

(a) Where regulatory accounting is applied, realized and unrealized gains and losses are deferred as regulatory assets or liabilities, and 
there is no impact to net income or other comprehensive income until the gain or loss is amortized or collected.

The table below summarizes the maturity date for debt securities.

(in millions) September 30, 2018
Due in one year or less $ 100
Due after one through five years 492
Due after five through 10 years 561
Due after 10 years 1,154
Total $ 2,307
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Realized gains and losses, which were determined on a specific identification basis, from sales of FV-NI and AFS securities for the three and 
nine months ended September 30, 2018, and from sales of AFS securities for the three and nine months ended September 30, 2017, were as 
follows.

Three Months Ended Nine Months Ended
(in millions) September 30, 2018 September 30, 2018
FV-NI:
 Realized gains $ 19 $ 85
 Realized losses 16 60
AFS:
 Realized gains 4 14
 Realized losses 7 32

Three Months Ended Nine Months Ended
(in millions) September 30, 2017 September 30, 2017
Realized gains $ 37 $ 170
Realized losses 25 124

DUKE ENERGY CAROLINAS

The following table presents the estimated fair value of investments in debt and equity securities; equity investments are classified as FV-NI and 
debt investments are classified as AFS. 

September 30, 2018(a) December 31, 2017
Gross Gross Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated
Holding Holding Fair Holding Holding Fair

(in millions) Gains Losses Value Gains Losses Value
NDTF
Cash and cash equivalents $ — $ — $ 18 $ — $ — $ 32
Equity securities 1,692 29 2,890 1,531 12 2,692
Corporate debt securities 2 7 372 9 2 359
Municipal bonds — 2 80 — 1 60
U.S. government bonds 1 14 439 3 4 503
Other debt securities — 3 137 — 1 112

Total NDTF Investments $ 1,695 $ 55 $ 3,936 $ 1,543 $ 20 $ 3,758

(a) Where regulatory accounting is applied, realized and unrealized gains and losses are deferred as regulatory assets or liabilities, and 
there is no impact to net income or other comprehensive income until the gain or loss is amortized or collected.

The table below summarizes the maturity date for debt securities.

(in millions) September 30, 2018
Due in one year or less $ 12
Due after one through five years 161
Due after five through 10 years 289
Due after 10 years 566
Total $ 1,028
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Realized gains and losses, which were determined on a specific identification basis, from sales of FV-NI and AFS securities for the three and 
nine months ended September 30, 2018, and from sales of AFS securities for the three and nine months ended September 30, 2017, were as 
follows.

Three Months Ended Nine Months Ended
(in millions) September 30, 2018 September 30, 2018
FV-NI:
 Realized gains $ 11 $ 47
 Realized losses 8 30
AFS:
 Realized gains 4 13
 Realized losses 6 24

Three Months Ended Nine Months Ended
(in millions) September 30, 2017 September 30, 2017
Realized gains $ 20 $ 110
Realized losses 13 76

PROGRESS ENERGY

The following table presents the estimated fair value of investments in debt and equity securities; equity investments are classified as FV-NI and 
debt investments are classified as AFS.

September 30, 2018(a) December 31, 2017
Gross Gross Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated
Holding Holding Fair Holding Holding Fair

(in millions) Gains Losses Value Gains Losses Value
NDTF
Cash and cash equivalents $ — $ — $ 57 $ — $ — $ 83
Equity securities 1,425 19 2,382 1,274 15 2,222
Corporate debt securities 3 3 223 8 — 211
Municipal bonds — 5 266 4 2 284
U.S. government bonds 4 11 535 8 3 524
Other debt securities — — 4 — — 6
Total NDTF Investments $ 1,432 $ 38 $ 3,467 $ 1,294 $ 20 $ 3,330
Other Investments
Cash and cash equivalents $ — $ — $ 18 $ — $ — $ 12
Municipal bonds 1 — 48 2 — 47
Total Other Investments $ 1 $ — $ 66 $ 2 $ — $ 59
Total Investments $ 1,433 $ 38 $ 3,533 $ 1,296 $ 20 $ 3,389

(a) Where regulatory accounting is applied, realized and unrealized gains and losses are deferred as regulatory assets or liabilities, and 
there is no impact to net income or other comprehensive income until the gain or loss is amortized or collected.

The table below summarizes the maturity date for debt securities.

(in millions) September 30, 2018
Due in one year or less $ 83
Due after one through five years 268
Due after five through 10 years 217
Due after 10 years 508
Total $ 1,076
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Realized gains and losses, which were determined on a specific identification basis, from sales of FV-NI and AFS securities for the three and 
nine months ended September 30, 2018, and from sales of AFS securities for the three and nine months ended September 30, 2017, were as 
follows.

Three Months Ended Nine Months Ended
(in millions) September 30, 2018 September 30, 2018
FV-NI:
 Realized gains $ 8 $ 38
 Realized losses 8 30
AFS:
 Realized gains — 1
 Realized losses 1 8

Three Months Ended Nine Months Ended
(in millions) September 30, 2017 September 30, 2017
Realized gains $ 16 $ 58
Realized losses 12 47

DUKE ENERGY PROGRESS

The following table presents the estimated fair value of investments in debt and equity securities; equity investments are classified as FV-NI and 
debt investments are classified as AFS.

September 30, 2018(a) December 31, 2017
Gross Gross Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated
Holding Holding Fair Holding Holding Fair

(in millions) Gains Losses Value Gains Losses Value
NDTF
Cash and cash equivalents $ — $ — $ 42 $ — $ — $ 50
Equity securities 1,101 14 1,913 980 12 1,795
Corporate debt securities 2 2 162 6 — 149
Municipal bonds — 5 265 4 2 283
U.S. government bonds 3 8 352 5 2 310
Other debt securities — — 2 — — 4
Total NDTF Investments $ 1,106 $ 29 $ 2,736 $ 995 $ 16 $ 2,591
Other Investments
Cash and cash equivalents $ — $ — $ 8 $ — $ — $ 1
Total Other Investments $ — $ — $ 8 $ — $ — $ 1
Total Investments $ 1,106 $ 29 $ 2,744 $ 995 $ 16 $ 2,592

(a) Where regulatory accounting is applied, realized and unrealized gains and losses are deferred as regulatory assets or liabilities, and 
there is no impact to net income or other comprehensive income until the gain or loss is amortized or collected.

The table below summarizes the maturity date for debt securities.

(in millions) September 30, 2018
Due in one year or less $ 40
Due after one through five years 200
Due after five through 10 years 156
Due after 10 years 385
Total $ 781
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Realized gains and losses, which were determined on a specific identification basis, from sales of FV-NI and AFS securities for the three and 
nine months ended September 30, 2018, and from sales of AFS securities for the three and nine months ended September 30, 2017, were as 
follows.

Three Months Ended Nine Months Ended
(in millions) September 30, 2018 September 30, 2018
FV-NI:
Realized gains $ 7 $ 32
Realized losses 7 27
AFS:
 Realized gains — 1
 Realized losses 1 6

Three Months Ended Nine Months Ended
(in millions) September 30, 2017 September 30, 2017
Realized gains $ 14 $ 49
Realized losses 11 41

DUKE ENERGY FLORIDA

The following table presents the estimated fair value of investments in debt and equity securities; equity investments are classified as FV-NI and 
debt investments are classified as AFS.

September 30, 2018(a) December 31, 2017
Gross Gross Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated
Holding Holding Fair Holding Holding Fair

(in millions) Gains Losses Value Gains Losses Value
NDTF
Cash and cash equivalents $ — $ — $ 15 $ — $ — $ 33
Equity securities 324 5 469 294 3 427
Corporate debt securities 1 1 61 2 — 62
Municipal bonds — — 1 — — 1
U.S. government bonds 1 3 183 3 1 214
Other debt securities — — 2 — — 2
Total NDTF Investments(b) $ 326 $ 9 $ 731 $ 299 $ 4 $ 739
Other Investments
Cash and cash equivalents $ — $ — $ — $ — $ — $ 1
Municipal bonds 1 — 48 2 — 47
Total Other Investments $ 1 $ — $ 48 $ 2 $ — $ 48
Total Investments $ 327 $ 9 $ 779 $ 301 $ 4 $ 787

(a) Where regulatory accounting is applied, realized and unrealized gains and losses are deferred as regulatory assets or liabilities, and 
there is no impact to net income or other comprehensive income until the gain or loss is amortized or collected.

(b) During the nine months ended September 30, 2018, Duke Energy Florida continued to receive reimbursements from the NDTF for 
costs related to ongoing decommissioning activity of the Crystal River Unit 3 nuclear plant.

The table below summarizes the maturity date for debt securities.

(in millions) September 30, 2018
Due in one year or less $ 43
Due after one through five years 68
Due after five through 10 years 61
Due after 10 years 123
Total $ 295
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Realized gains and losses, which were determined on a specific identification basis, from sales of FV-NI and AFS securities for the three and 
nine months ended September 30, 2018, and from sales of AFS securities for the three and nine months ended September 30, 2017, were as 
follows.

Three Months Ended Nine Months Ended
(in millions) September 30, 2018 September 30, 2018
FV-NI:
Realized gains $ 1 $ 6
Realized losses 1 3
AFS:
 Realized gains — —
 Realized losses — 2

Three Months Ended Nine Months Ended
(in millions) September 30, 2017 September 30, 2017
Realized gains $ 2 $ 9
Realized losses 1 6

DUKE ENERGY INDIANA

The following table presents the estimated fair value of investments in debt and equity securities; equity investments are measured at FV-NI and 
debt investments are classified as AFS. 

September 30, 2018(a) December 31, 2017
Gross Gross Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated
Holding Holding Fair Holding Holding Fair

(in millions) Gains Losses Value Gains Losses Value
Investments
Equity securities $ 40 $ — $ 78 $ 49 $ — $ 97
Corporate debt securities — — 8 — — 3
Municipal bonds — 1 32 — 1 28
Total Investments $ 40 $ 1 $ 118 $ 49 $ 1 $ 128

(a) Realized and unrealized gains and losses where regulatory accounting is applied are deferred as regulatory assets or liabilities, and 
there is no impact to net income or other comprehensive income until the gain or loss is amortized or collected.

The table below summarizes the maturity date for debt securities.

(in millions) September 30, 2018
Due in one year or less $ 2
Due after one through five years 20
Due after five through 10 years 5
Due after 10 years 13
Total $ 40

Realized gains and losses, which were determined on a specific identification basis, from sales of FV-NI and AFS securities for the three and 
nine months ended September 30, 2018, and from sales of AFS securities for the three and nine months ended September 30, 2017, were 
insignificant.

11. FAIR VALUE MEASUREMENTS

Fair value is the exchange price to sell an asset or transfer a liability in an orderly transaction between market participants at the measurement 
date. The fair value definition focuses on an exit price versus the acquisition cost. Fair value measurements use market data or assumptions 
market participants would use in pricing the asset or liability, including assumptions about risk and the risks inherent in the inputs to the valuation 
technique. These inputs may be readily observable, corroborated by market data or generally unobservable. Valuation techniques maximize the 
use of observable inputs and minimize use of unobservable inputs. A midmarket pricing convention (the midpoint price between bid and ask 
prices) is permitted for use as a practical expedient.
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Fair value measurements are classified in three levels based on the fair value hierarchy:

Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity can access at the measurement 
date. An active market is one in which transactions for an asset or liability occur with sufficient frequency and volume to provide ongoing pricing 
information.

Level 2 – A fair value measurement utilizing inputs other than quoted prices included in Level 1 that are observable, either directly or indirectly, 
for an asset or liability. Inputs include (i) quoted prices for similar assets or liabilities in active markets, (ii) quoted prices for identical or similar 
assets or liabilities in markets that are not active and (iii) inputs other than quoted market prices that are observable for the asset or liability, such 
as interest rate curves and yield curves observable at commonly quoted intervals, volatilities and credit spreads. A Level 2 measurement cannot 
have more than an insignificant portion of its valuation based on unobservable inputs. Instruments in this category include non-exchange-traded 
derivatives, such as over-the-counter forwards, swaps and options; certain marketable debt securities; and financial instruments traded in less-
than-active markets.

Level 3 – Any fair value measurement that includes unobservable inputs for more than an insignificant portion of the valuation. These inputs may 
be used with internally developed methodologies that result in management’s best estimate of fair value. Level 3 measurements may include 
longer-term instruments that extend into periods in which observable inputs are not available.

Not Categorized – Certain investments are not categorized within the Fair Value hierarchy. These investments are measured at fair value using 
the net asset value (NAV) per share practical expedient. The NAV is derived based on the investment cost, less any impairment, plus or minus 
changes resulting from observable price changes for an identical or similar investment of the same issuer.

Fair value accounting guidance permits entities to elect to measure certain financial instruments that are not required to be accounted for at fair 
value, such as equity method investments or the company’s own debt, at fair value. The Duke Energy Registrants have not elected to record any 
of these items at fair value.

Transfers between levels represent assets or liabilities that were previously (i) categorized at a higher level for which the inputs to the estimate 
became less observable or (ii) classified at a lower level for which the inputs became more observable during the period. The Duke Energy 
Registrant’s policy is to recognize transfers between levels of the fair value hierarchy at the end of the period. There were no transfers between 
levels during the three and nine months ended September 30, 2018, and 2017. 

Valuation methods of the primary fair value measurements disclosed below are as follows.

Investments in equity securities

The majority of investments in equity securities are valued using Level 1 measurements. Investments in equity securities are typically valued at 
the closing price in the principal active market as of the last business day of the quarter. Principal active markets for equity prices include 
published exchanges such as New York Stock Exchange and Nasdaq Stock Market. Foreign equity prices are translated from their trading 
currency using the currency exchange rate in effect at the close of the principal active market. There was no after-hours market activity that was 
required to be reflected in the reported fair value measurements.

Investments in debt securities

Most investments in debt securities are valued using Level 2 measurements because the valuations use interest rate curves and credit spreads 
applied to the terms of the debt instrument (maturity and coupon interest rate) and consider the counterparty credit rating. If the market for a 
particular fixed-income security is relatively inactive or illiquid, the measurement is Level 3.

Commodity derivatives

Commodity derivatives with clearinghouses are classified as Level 1. Other commodity derivatives, including Piedmont's natural gas supply 
contracts, are primarily valued using internally developed discounted cash flow models that incorporate forward price, adjustments for liquidity 
(bid-ask spread) and credit or non-performance risk (after reflecting credit enhancements such as collateral), and are discounted to present 
value. Pricing inputs are derived from published exchange transaction prices and other observable data sources. In the absence of an active 
market, the last available price may be used. If forward price curves are not observable for the full term of the contract and the unobservable 
period had more than an insignificant impact on the valuation, the commodity derivative is classified as Level 3. In isolation, increases 
(decreases) in natural gas forward prices result in favorable (unfavorable) fair value adjustments for natural gas purchase contracts; and 
increases (decreases) in electricity forward prices result in unfavorable (favorable) fair value adjustments for electricity sales contracts. Duke 
Energy regularly evaluates and validates pricing inputs used to estimate the fair value of natural gas commodity contracts by a market participant 
price verification procedure. This procedure provides a comparison of internal forward commodity curves to market participant generated curves.

Interest rate derivatives

Most over-the-counter interest rate contract derivatives are valued using financial models that utilize observable inputs for similar instruments 
and are classified as Level 2. Inputs include forward interest rate curves, notional amounts, interest rates and credit quality of the counterparties.

Other fair value considerations

See Note 11 in Duke Energy's Annual Report on Form 10-K/A for the year ended December 31, 2017, for a discussion of the valuation of 
goodwill and intangible assets. 
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DUKE ENERGY

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Condensed 
Consolidated Balance Sheets. Derivative amounts in the tables below for all Duke Energy Registrants exclude cash collateral, which is disclosed 
in Note 9. See Note 10 for additional information related to investments by major security type for the Duke Energy Registrants. 

September 30, 2018
(in millions) Total Fair Value Level 1 Level 2 Level 3 Not Categorized
NDTF equity securities $ 5,272 $ 5,203 $ — $ — $ 69
NDTF debt securities 2,131 510 1,621 — —
Other equity securities 115 115 — — —
Other debt securities 272 78 194 — —
Derivative assets 77 4 36 37 —

Total assets 7,867 5,910 1,851 37 69
Derivative liabilities (225) — (72) (153) —

Net assets (liabilities) $ 7,642 $ 5,910 $ 1,779 $ (116) $ 69

December 31, 2017
(in millions) Total Fair Value Level 1 Level 2 Level 3 Not Categorized
NDTF equity securities $ 4,914 $ 4,840 $ — $ — $ 74
NDTF debt securities 2,174 635 1,539 — —
Other equity securities 123 123 — — —
Other debt securities 241 57 184 — —
Derivative assets 51 3 20 28 —

Total assets 7,503 5,658 1,743 28 74
Derivative liabilities (230) (2) (86) (142) —

Net assets (liabilities) $ 7,273 $ 5,656 $ 1,657 $ (114) $ 74

The following tables provide reconciliations of beginning and ending balances of assets and liabilities measured at fair value using Level 3 
measurements. Amounts included in earnings for derivatives are primarily included in Cost of natural gas on the Duke Energy Registrants' 
Condensed Consolidated Statements of Operations and Comprehensive Income. Amounts included in changes of net assets on the Duke 
Energy Registrants' Condensed Consolidated Balance Sheets are included in regulatory assets or liabilities. All derivative assets and liabilities 
are presented on a net basis.

Three Months Ended September 30, 2018 Three Months Ended September 30, 2017
(in millions) Investments Derivatives (net) Total Investments Derivatives (net) Total
Balance at beginning of period $ — $ (97) $ (97) $ — $ (91) $ (91)
Purchases, sales, issuances and settlements:

Settlements — (14) (14) — (12) (12)
Total (losses) gains included on the
Condensed Consolidated Balance Sheet — (5) (5) — 10 10
Balance at end of period $ — $ (116) $ (116) $ — $ (93) $ (93)

Nine Months Ended September 30, 2018 Nine Months Ended September 30, 2017
(in millions) Investments Derivatives (net) Total Investments Derivatives (net) Total
Balance at beginning of period $ — $ (114) $ (114) $ 5 $ (166) $ (161)
Total pretax realized or unrealized gains
included in comprehensive income — — — 1 — 1
Purchases, sales, issuances and settlements:

Purchases — 56 56 — 55 55
Sales — — — (6) — (6)
Settlements — (43) (43) — (30) (30)

Total (losses) gains included on the
Condensed Consolidated Balance Sheet — (15) (15) — 48 48
Balance at end of period $ — $ (116) $ (116) $ — $ (93) $ (93)
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DUKE ENERGY CAROLINAS

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

September 30, 2018
(in millions) Total Fair Value Level 1 Level 2 Not Categorized
NDTF equity securities $ 2,890 $ 2,821 $ — $ 69
NDTF debt securities 1,046 122 924 —
Derivative assets 7 — 7 —

Total assets 3,943 2,943 931 69
Derivative liabilities (28) — (28) —

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

December 31, 2017
(in millions) Total Fair Value Level 1 Level 2 Not Categorized
NDTF equity securities $ 2,692 $ 2,618 $ — $ 74
NDTF debt securities 1,066 204 862 —
Derivative assets 2 — 2 —

Total assets 3,760 2,822 864 74
Derivative liabilities (35) (1) (34) —

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

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

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

(in millions) 2018 2017 2018 2017
Balance at beginning of period $ — $ — $ — $ 3
Total pretax realized or unrealized gains included in
comprehensive income — — — 1
Purchases, sales, issuances and settlements:

Sales — — — (4)
Balance at end of period $ — $ — $ — $ —
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PROGRESS ENERGY

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

September 30, 2018 December 31, 2017
(in millions) Total Fair Value Level 1 Level 2 Total Fair Value Level 1 Level 2
NDTF equity securities $ 2,382 $ 2,382 $ — $ 2,222 $ 2,222 $ —
NDTF debt securities 1,085 388 697 1,108 431 677
Other debt securities 66 18 48 59 12 47
Derivative assets 3 — 3 3 1 2

Total assets 3,536 2,788 748 3,392 2,666 726
Derivative liabilities (37) — (37) (36) (1) (35)

Net assets $ 3,499 $ 2,788 $ 711 $ 3,356 $ 2,665 $ 691

DUKE ENERGY PROGRESS

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

September 30, 2018 December 31, 2017
(in millions) Total Fair Value Level 1 Level 2 Total Fair Value Level 1 Level 2
NDTF equity securities $ 1,913 $ 1,913 $ — $ 1,795 $ 1,795 $ —
NDTF debt securities 823 254 569 796 243 553
Other debt securities 8 8 — 1 1 —
Derivative assets 2 — 2 2 1 1

Total assets 2,746 2,175 571 2,594 2,040 554
Derivative liabilities (24) — (24) (18) (1) (17)

Net assets $ 2,722 $ 2,175 $ 547 $ 2,576 $ 2,039 $ 537

DUKE ENERGY FLORIDA

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

September 30, 2018 December 31, 2017
(in millions) Total Fair Value Level 1 Level 2 Total Fair Value Level 1 Level 2
NDTF equity securities $ 469 $ 469 $ — $ 427 $ 427 $ —
NDTF debt securities 262 134 128 312 188 124
Other debt securities 48 — 48 48 1 47
Derivative assets 1 — 1 1 — 1

Total assets 780 603 177 788 616 172
Derivative liabilities (5) — (5) (12) — (12)

Net assets $ 775 $ 603 $ 172 $ 776 $ 616 $ 160

DUKE ENERGY OHIO

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

September 30, 2018 December 31, 2017
(in millions) Total Fair Value Level 2 Level 3 Total Fair Value Level 2 Level 3
Derivative assets $ 8 $ — $ 8 $ 1 $ — $ 1
Derivative liabilities (4) (4) — (5) (5) —

Net assets (liabilities) $ 4 $ (4) $ 8 $ (4) $ (5) $ 1
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The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value using Level 3 
measurements.

Derivatives (net)
Three Months Ended September 30, Nine Months Ended September 30,

(in millions) 2018 2017 2018 2017
Balance at beginning of period $ 9 $ 3 $ 1 $ 5
Purchases, sales, issuances and settlements:

Purchases — — 7 3
Settlements (1) (1) (2) (3)

Total gains (losses) included on the Condensed
Consolidated Balance Sheet — — 2 (3)
Balance at end of period $ 8 $ 2 $ 8 $ 2

DUKE ENERGY INDIANA

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

September 30, 2018 December 31, 2017
(in millions) Total Fair Value Level 1 Level 2 Level 3 Total Fair Value Level 1 Level 2 Level 3
Other equity securities $ 78 $ 78 $ — $ — $ 97 $ 97 $ — $ —
Other debt securities 40 — 40 — 31 — 31 —
Derivative assets 29 — — 29 27 — — 27

Total assets $ 147 $ 78 $ 40 $ 29 $ 155 $ 97 $ 31 $ 27

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

Derivatives (net)
Three Months Ended September 30, Nine Months Ended September 30,

(in millions) 2018 2017 2018 2017
Balance at beginning of period $ 44 $ 51 $ 27 $ 16
Purchases, sales, issuances and settlements:

Purchases — — 49 52
Settlements (13) (11) (41) (27)

Total losses included on the Condensed Consolidated
Balance Sheet (2) (12) (6) (13)
Balance at end of period $ 29 $ 28 $ 29 $ 28
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PIEDMONT

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

September 30, 2018
(in millions) Total Fair Value Level 1 Level 3
Derivative assets $ 4 $ 4 $ —
Derivative liabilities (153) — (153)

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

December 31, 2017
(in millions) Total Fair Value Level 1 Level 3
Other debt securities $ 1 $ 1 $ —
Derivative assets 2 2 —

Total assets 3 3 —
Derivative liabilities (142) — (142)

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

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

Derivatives (net)
Three Months Ended September 30, Nine Months Ended September 30,

(in millions) 2018 2017 2018 2017
Balance at beginning of period $ (150) $ (145) $ (142) $ (187)
Total (losses) gains and settlements (3) 22 (11) 64
Balance at end of period $ (153) $ (123) $ (153) $ (123)
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QUANTITATIVE INFORMATION ABOUT UNOBSERVABLE INPUTS 

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

September 30, 2018
Fair Value

Investment Type (in millions) Valuation Technique Unobservable Input Range
Duke Energy Ohio
Financial Transmission
Rights (FTRs)

$ 8 RTO auction pricing FTR price – per megawatt-hour (MWh) $ 1.03 - $ 4.10

Duke Energy Indiana
FTRs 29 RTO auction pricing FTR price – per MWh (2.32) - 8.11
Piedmont
Natural gas contracts (153) Discounted cash flow Forward natural gas curves – price per million

British thermal unit (MMBtu)
1.74 - 3.41

Duke Energy
Total Level 3 derivatives $ (116)

December 31, 2017
Fair Value

Investment Type (in millions) Valuation Technique Unobservable Input Range
Duke Energy Ohio
FTRs $ 1 RTO auction pricing FTR price – per MWh $ 0.07 - $ 1.41
Duke Energy Indiana
FTRs 27 RTO auction pricing FTR price – per MWh (0.77) - 7.44
Piedmont
Natural gas contracts (142) Discounted cash flow Forward natural gas curves – price per MMBtu 2.10 - 2.88
Duke Energy
Total Level 3 derivatives $ (114)

OTHER FAIR VALUE DISCLOSURES

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

September 30, 2018 December 31, 2017
(in millions) Book Value Fair Value Book Value Fair Value
Duke Energy(a) $ 53,962 $ 53,949 $ 52,279 $ 55,331
Duke Energy Carolinas 10,395 10,887 10,103 11,372
Progress Energy 18,912 19,825 17,837 20,000
Duke Energy Progress 8,154 8,231 7,357 7,992
Duke Energy Florida 7,371 7,749 7,095 7,953
Duke Energy Ohio 2,066 2,136 2,067 2,249
Duke Energy Indiana 3,783 4,178 3,783 4,464
Piedmont 2,138 2,175 2,037 2,209

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

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

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

CONSOLIDATED VIEs

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

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

Receivables Financing – DERF / DEPR / DEFR

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

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

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

Receivables Financing – CRC

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

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

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

Receivables Financing – Credit Facilities

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

Duke Energy
Duke Energy Duke Energy Duke Energy

Carolinas Progress Florida
(in millions) CRC DERF DEPR DEFR
Expiration date December 2020 December 2020 February 2021 April 2021
Credit facility amount $ 325 $ 450 $ 300 $ 225
Amounts borrowed at September 30, 2018 325 450 300 225
Amounts borrowed at December 31, 2017 325 450 300 225
Restricted Receivables at September 30, 2018 504 795 635 456
Restricted Receivables at December 31, 2017 545 640 459 317
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Nuclear Asset-Recovery Bonds – DEFPF

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

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

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

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

(in millions) September 30, 2018 December 31, 2017
Receivables of VIEs $ 7 $ 4
Regulatory Assets: Current 52 51
Current Assets: Other 14 40
Other Noncurrent Assets: Regulatory assets 1,055 1,091
Current Liabilities: Other 3 10
Current maturities of long-term debt 53 53
Long-Term Debt 1,111 1,164

Commercial Renewables

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

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

(in millions) September 30, 2018 December 31, 2017
Current Assets: Other $ 203 $ 174
Property, plant and equipment, cost 4,025 3,923
Accumulated depreciation and amortization (695) (591)
Other Noncurrent Assets: Other 268 50
Current maturities of long-term debt 175 170
Long-Term Debt 1,604 1,700
Other Noncurrent Liabilities: Deferred income taxes — (148)
Other Noncurrent Liabilities: Other 225 241
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NON-CONSOLIDATED VIEs

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

September 30, 2018
Duke Energy Duke Duke

Pipeline Commercial Other Energy Energy
(in millions) Investments(a) Renewables VIEs Total Ohio Indiana
Receivables from affiliated companies $ — $ — $ — $ — $ 56 $ 94
Investments in equity method unconsolidated affiliates 729 190 47 966 — —
Total assets $ 729 $ 190 $ 47 $ 966 $ 56 $ 94
Other current liabilities — — 3 3 — —
Deferred income taxes 14 — — 14 — —
Other noncurrent liabilities — — 11 11 — —
Total liabilities $ 14 $ — $ 14 $ 28 $ — $ —
Net assets $ 715 $ 190 $ 33 $ 938 $ 56 $ 94

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

December 31, 2017
Duke Energy Duke Duke

Pipeline Commercial Other Energy Energy
(in millions) Investments Renewables VIEs Total Ohio Indiana
Receivables from affiliated companies $ — $ — $ — $ — $ 87 $ 106
Investments in equity method unconsolidated affiliates 697 180 42 919 — —
Other noncurrent assets 17 — — 17 — —
Total assets $ 714 $ 180 $ 42 $ 936 $ 87 $ 106
Taxes accrued (29) — — (29) — —
Other current liabilities — — 4 4 — —
Deferred income taxes 42 — — 42 — —
Other noncurrent liabilities — — 12 12 — —
Total liabilities $ 13 $ — $ 16 $ 29 $ — $ —
Net assets $ 701 $ 180 $ 26 $ 907 $ 87 $ 106

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

Pipeline Investments

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

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

VIE Investment Amount (in millions)
Ownership September 30, December 31,

Entity Name Interest 2018 2017
ACP 47% $ 704 $ 397
Sabal Trail(a) 7.5% — 219
Constitution(b) 24% 25 81
Total $ 729 $ 697

(a) At December 31, 2017, Sabal Trail was considered a VIE due to having insufficient equity to finance their own activities without 
subordinated financial support. However, Sabal Trail is now a fully operational, well capitalized entity. As a result, Sabal Trail has 
sufficient equity to finance its own activities, and therefore, is no longer considered a VIE. Duke Energy's investment in Sabal Trail was 
$112 million at September 30, 2018.
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(b) During the nine months ended September 30, 2018, Duke Energy recorded an OTTI of $55 million related to Constitution within Equity 
in earnings of unconsolidated affiliates on Duke Energy's Condensed Consolidated Statements of Income. See Note 3 for additional 
information. 

In 2017, ACP executed a $3.4 billion revolving credit facility with a stated maturity date of October 2021. Duke Energy entered into a guarantee 
agreement to support its share of the ACP revolving credit facility. Duke Energy's maximum exposure to loss under the terms of the guarantee is 
$486 million, which represents 47 percent of the outstanding borrowings under the credit facility as of September 30, 2018.

Commercial Renewables

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

Other VIEs

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

OVEC

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

CRC

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

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

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

Duke Energy Ohio Duke Energy Indiana
2018 2017 2018 2017

Anticipated credit loss ratio 0.5% 0.5% 0.3% 0.3%
Discount rate 2.9% 2.1% 2.9% 2.1%
Receivable turnover rate 13.6% 13.5% 10.9% 10.7%

The following table shows the gross and net receivables sold.

Duke Energy Ohio Duke Energy Indiana
(in millions) September 30, 2018 December 31, 2017 September 30, 2018 December 31, 2017
Receivables sold $ 218 $ 273 $ 326 $ 312
Less: Retained interests 56 87 94 106
Net receivables sold $ 162 $ 186 $ 232 $ 206
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The following table shows sales and cash flows related to receivables sold.

Duke Energy Ohio Duke Energy Indiana
Three Months Ended Nine Months Ended Three Months Ended Nine Months Ended

September 30, September 30, September 30, September 30,
(in millions) 2018 2017 2018 2017 2018 2017 2018 2017
Sales
Receivables sold $ 450 $ 438 $ 1,478 $ 1,392 $ 754 $ 720 $ 2,140 $ 2,047
Loss recognized on sale 4 2 10 7 5 3 12 9
Cash flows
Cash proceeds from receivables sold $ 449 $ 434 $ 1,499 $ 1,421 $ 743 $ 713 $ 2,140 $ 2,064
Collection fees received — 1 1 1 — — 1 1
Return received on retained interests 2 — 5 2 3 2 7 5

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

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

13. REVENUE

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

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

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

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

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

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

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

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

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

Remaining Performance Obligations
(in millions) 2018 2019 2020 2021 2022 Thereafter Total
Progress Energy $ 24 $ 112 $ 121 $ 80 $ 82 $ 81 $ 500
Duke Energy Progress 2 9 9 9 9 18 56
Duke Energy Florida 22 103 112 71 73 63 444
Duke Energy Indiana 2 9 10 5 — — 26

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

Gas Utilities and Infrastructure

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

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

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

Remaining Performance Obligations
(in millions) 2018 2019 2020 2021 2022 Thereafter Total
Piedmont $ 18 $ 71 $ 70 $ 65 $ 64 $ 462 $ 750

Commercial Renewables

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

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

Other

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

For the Electric and Gas segments, revenue by customer class is most meaningful to Duke Energy as each respective customer class 
collectively represents unique customer expectations of service, generally has different energy and demand requirements, and operates under 
tailored, regulatory approved pricing structures. Additionally, each customer class is impacted differently by weather and a variety of economic 
factors including the level of population growth, economic investment, employment levels, and regulatory activities in each of Duke Energy’s 
jurisdictions. As such, analyzing revenues disaggregated by customer class allows Duke Energy to understand the nature, amount, timing and 
uncertainty of revenue and cash flows arising from contracts with customers. For the Commercial Renewables segment, the majority of revenues 
from contracts with customers are from selling all of the unit-contingent output at contractually defined pricing under long-term PPAs with 
consistent expectations regarding the timing and certainty of cash flows. Disaggregated revenues are presented as follows:

Three Months Ended September 30, 2018
Duke Duke Duke Duke Duke

(in millions) Duke Energy Progress Energy Energy Energy Energy
By market or type of customer Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Electric Utilities and Infrastructure
   Residential $ 2,729 $ 823 $ 1,425 $ 572 $ 853 $ 203 $ 279 $ —
   General 1,763 635 800 373 427 112 218 —
   Industrial 835 352 246 177 69 33 202 —
   Wholesale 589 132 372 335 37 3 81 —
   Other revenues 225 109 134 90 44 20 29 —

Total Electric Utilities and Infrastructure
revenue from contracts with customers $ 6,141 $ 2,051 $ 2,977 $ 1,547 $ 1,430 $ 371 $ 809 $ —

Gas Utilities and Infrastructure
   Residential $ 116 $ — $ — $ — $ — $ 59 $ — $ 57
   Commercial 66 — — — — 20 — 46
   Industrial 28 — — — — 3 — 24
   Power Generation — — — — — — — 13
   Other revenues 23 — — — — 1 — 22

Total Gas Utilities and Infrastructure
revenue from contracts with customers $ 233 $ — $ — $ — $ — $ 83 $ — $ 162

Commercial Renewables
Revenue from contracts with customers $ 61 $ — $ — $ — $ — $ — $ — $ —

Other
Revenue from contracts with customers $ 16 $ — $ — $ — $ — $ 12 $ — $ —

Total revenue from contracts with
customers $ 6,451 $ 2,051 $ 2,977 $ 1,547 $ 1,430 $ 466 $ 809 $ 162

Other revenue sources(a) $ 177 $ 39 $ 68 $ 35 $ 32 $ 3 $ 10 $ 10

Total revenues $ 6,628 $ 2,090 $ 3,045 $ 1,582 $ 1,462 $ 469 $ 819 $ 172
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Nine Months Ended September 30, 2018
Duke Duke Duke Duke Duke

(in millions) Duke Energy Progress Energy Energy Energy Energy
By market or type of customer Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Electric Utilities and Infrastructure
   Residential $ 7,264 $ 2,263 $ 3,636 $ 1,540 $ 2,096 $ 564 $ 802 $ —
   General 4,619 1,608 2,109 972 1,137 318 584 —
   Industrial 2,235 893 678 481 197 96 567 —
   Wholesale 1,737 366 1,140 1,019 121 5 226 —
   Other revenues 558 261 359 222 137 57 66 —

Total Electric Utilities and Infrastructure
revenue from contracts with customers $ 16,413 $ 5,391 $ 7,922 $ 4,234 $ 3,688 $ 1,040 $ 2,245 $ —

Gas Utilities and Infrastructure
   Residential $ 682 $ — $ — $ — $ — $ 236 $ — $ 446
   Commercial 354 — — — — 97 — 257
   Industrial 107 — — — — 13 — 93
   Power Generation — — — — — — — 40
   Other revenues 101 — — — — 13 — 88

Total Gas Utilities and Infrastructure revenue
from contracts with customers $ 1,244 $ — $ — $ — $ — $ 359 $ — $ 924

Commercial Renewables
Revenue from contracts with customers $ 141 $ — $ — $ — $ — $ — $ — $ —

Other
Revenue from contracts with customers $ 47 $ — $ — $ — $ — $ 36 $ — $ —

Total Revenue from contracts with customers $ 17,845 $ 5,391 $ 7,922 $ 4,234 $ 3,688 $ 1,435 $ 2,245 $ 924

Other revenue sources(a) $ 561 $ 134 $ 197 $ 99 $ 92 $ 17 $ 43 $ 16
Total revenues $ 18,406 $ 5,525 $ 8,119 $ 4,333 $ 3,780 $ 1,452 $ 2,288 $ 940

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

IMPACT OF WEATHER AND THE TIMING OF BILLING PERIODS

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

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

UNBILLED REVENUE

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

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

(in millions) September 30, 2018 December 31, 2017
Duke Energy $ 802 $ 944
Duke Energy Carolinas 278 342
Progress Energy 283 228
Duke Energy Progress 163 143
Duke Energy Florida 120 85
Duke Energy Ohio 2 4
Duke Energy Indiana 25 21
Piedmont 3 86

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

(in millions) September 30, 2018 December 31, 2017
Duke Energy Ohio $ 68 $ 104
Duke Energy Indiana 121 132

14. COMMON STOCK

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

Three Months Ended September 30, Nine Months Ended September 30,
(in millions, except per-share amounts) 2018 2017 2018 2017
Income from continuing operations attributable to Duke
Energy common stockholders excluding impact of
participating securities $ 1,077 $ 954 $ 2,199 $ 2,356
Weighted average shares outstanding – basic 713 700 705 700
Equity Forwards 1 — 1 —
Weighted average shares outstanding – diluted 714 700 706 700
Earnings per share from continuing operations attributable to
Duke Energy common stockholders

Basic $ 1.51 $ 1.36 $ 3.12 $ 3.37
Diluted $ 1.51 $ 1.36 $ 3.11 $ 3.37

Potentially dilutive items excluded from the calculation(a) 2 2 2 2
Dividends declared per common share $ 0.9275 $ 0.89 $ 2.7075 $ 2.60

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

Equity Issuance

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

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

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

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

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

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

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

(in millions) 2018 2017 2018 2017
Restricted stock unit awards $ 10 $ 10 $ 32 $ 30
Performance awards 13 7 27 20
Pretax stock-based compensation cost $ 23 $ 17 $ 59 $ 50
Stock-based compensation cost capitalized $ 1 $ 1 $ 3 $ 2
Stock-based compensation expense $ 22 $ 16 $ 56 $ 48
Tax benefit associated with stock-based compensation expense $ 5 $ 6 $ 13 $ 18

16. EMPLOYEE BENEFIT PLANS

DEFINED BENEFIT RETIREMENT PLANS

Duke Energy maintains, and the Subsidiary Registrants participate in, qualified and non-qualified, non-contributory defined benefit retirement 
plans. Duke Energy’s policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan 
participants. The following table presents contributions made by the Duke Energy Registrants to their qualified defined benefit pension plans 
during the nine months ended September 30, 2018.

Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Indiana

Contributions $ 141 $ 46 $ 45 $ 25 $ 20 $ 8

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

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

Components of Net Periodic Benefit Costs

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

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

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

Three Months Ended September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Service cost $ 47 $ 15 $ 13 $ 7 $ 5 $ 2 $ 2 $ 2
Interest cost on projected benefit obligation 74 18 24 10 13 4 6 3
Expected return on plan assets (140) (37) (45) (21) (23) (7) (10) (6)
Amortization of actuarial loss 33 7 11 6 6 1 2 3
Amortization of prior service credit (8) (2) (1) — — — — (3)
Net periodic pension costs $ 6 $ 1 $ 2 $ 2 $ 1 $ — $ — $ (1)

Three Months Ended September 30, 2017
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Service cost $ 40 $ 12 $ 12 $ 6 $ 5 $ 1 $ 2 $ 3
Interest cost on projected benefit obligation 82 20 25 12 13 4 7 3
Expected return on plan assets (136) (35) (43) (21) (21) (7) (11) (6)
Amortization of actuarial loss 36 8 14 6 7 1 3 3
Amortization of prior service credit (6) (2) (1) — — — — (1)
Other 2 — 1 — — — — —
Net periodic pension costs $ 18 $ 3 $ 8 $ 3 $ 4 $ (1) $ 1 $ 2

Nine Months Ended September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Service cost $ 137 $ 45 $ 39 $ 22 $ 16 $ 4 $ 7 $ 6
Interest cost on projected benefit obligation 224 54 70 31 38 13 18 9
Expected return on plan assets (420) (111) (133) (63) (69) (21) (31) (18)
Amortization of actuarial loss 99 21 33 16 18 3 6 9
Amortization of prior service credit (24) (6) (3) (1) (1) — — (9)
Net periodic pension costs $ 16 $ 3 $ 6 $ 5 $ 2 $ (1) $ — $ (3)

Nine Months Ended September 30, 2017
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Service cost $ 120 $ 36 $ 36 $ 18 $ 15 $ 3 $ 6 $ 9
Interest cost on projected benefit obligation 246 60 75 36 39 14 21 9
Expected return on plan assets (408) (106) (129) (63) (63) (21) (33) (18)
Amortization of actuarial loss 108 24 42 18 21 3 9 9
Amortization of prior service credit (18) (6) (3) — — — — (3)
Other 6 — 3 1 — — — 1
Net periodic pension costs $ 54 $ 8 $ 24 $ 10 $ 12 $ (1) $ 3 $ 7

NON-QUALIFIED PENSION PLANS

The following tables include the components of net periodic pension costs for non-qualified pension plans for registrants with non-qualified 
pension costs.
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Three Months Ended September 30, 2018
Duke Duke Duke

Duke Energy Progress Energy Energy
(in millions) Energy Carolinas Energy Progress Florida
Interest cost on projected benefit obligation $ 3 $ — $ 1 $ — $ —

Amortization of actuarial loss 2 — — — —

Net periodic pension costs $ 5 $ — $ 1 $ — $ —

Three Months Ended September 30, 2017
Duke Duke Duke

Duke Energy Progress Energy Energy
(in millions) Energy Carolinas Energy Progress Florida
Interest cost on projected benefit obligation $ 4 $ — $ 1 $ 1 $ 1
Amortization of actuarial loss 2 — 1 — —
Net periodic pension costs $ 6 $ — $ 2 $ 1 $ 1

Nine Months Ended September 30, 2018
Duke Duke Duke

Duke Energy Progress Energy Energy
(in millions) Energy Carolinas Energy Progress Florida
Service cost $ 1 $ 1 $ — $ — $ —
Interest cost on projected benefit obligation 9 — 3 1 1
Amortization of actuarial loss 6 — — — —
Amortization of prior service (credit) cost (1) — 1 — —
Net periodic pension costs $ 15 $ 1 $ 4 $ 1 $ 1

Nine Months Ended September 30, 2017
Duke Duke Duke

Duke Energy Progress Energy Energy
(in millions) Energy Carolinas Energy Progress Florida
Interest cost on projected benefit obligation $ 10 $ 1 $ 3 $ 2 $ 2
Amortization of actuarial loss 6 — 3 — —
Net periodic pension costs $ 16 $ 1 $ 6 $ 2 $ 2

OTHER POST-RETIREMENT BENEFIT PLANS

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

Three Months Ended September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Service cost $ 2 $ — $ — $ — $ — $ — $ — $ —
Interest cost on accumulated post-
retirement benefit obligation 7 2 3 2 1 — 1 —
Expected return on plan assets (4) (2) — — — — — —
Amortization of actuarial loss 2 1 — — — — 1 —
Amortization of prior service credit (5) (1) (2) — (1) — — —
Net periodic other post-retirement benefit
costs $ 2 $ — $ 1 $ 2 $ — $ — $ 2 $ —

Three Months Ended September 30, 2017
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Service cost $ 1 $ — $ — $ — $ — $ — $ — $ —
Interest cost on accumulated post-
retirement benefit obligation 9 2 4 2 2 — 1 —
Expected return on plan assets (3) (2) — — — — — —
Amortization of actuarial loss 2 — 5 3 2 — — —
Amortization of prior service credit (29) (2) (21) (14) (8) — — —
Net periodic other post-retirement benefit
costs $ (20) $ (2) $ (12) $ (9) $ (4) $ — $ 1 $ —

Nine Months Ended September 30, 2018
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Service cost $ 5 $ 1 $ — $ — $ — $ — $ — $ —
Interest cost on accumulated post-
retirement benefit obligation 21 5 9 5 4 1 3 —
Expected return on plan assets (10) (6) — — — — — —
Amortization of actuarial loss 5 2 1 — — — 3 —
Amortization of prior service credit (15) (3) (6) — (4) — — (1)
Net periodic other post-retirement benefit
costs $ 6 $ (1) $ 4 $ 5 $ — $ 1 $ 6 $ (1)

Nine Months Ended September 30, 2017
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Service cost $ 3 $ — $ — $ — $ — $ — $ — $ —
Interest cost on accumulated post-
retirement benefit obligation 27 6 11 6 6 — 1 —
Expected return on plan assets (10) (6) — — — — — —
Amortization of actuarial loss (gain) 6 (2) 15 9 6 (1) — —
Amortization of prior service credit (87) (6) (63) (41) (23) — — —
Net periodic other post-retirement benefit
costs $ (61) $ (8) $ (37) $ (26) $ (11) $ (1) $ 1 $ —
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EMPLOYEE SAVINGS PLAN

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

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont
Three Months Ended September 30,
2018 $ 49 $ 15 $ 13 $ 9 $ 4 $ — $ 3 $ 4
2017 43 14 12 9 4 1 2 2
Nine Months Ended September 30,
2018 $ 167 $ 53 $ 45 $ 31 $ 14 $ 2 $ 8 $ 10
2017 147 49 42 30 13 3 7 5

17. INCOME TAXES

Tax Act

On December 22, 2017, President Trump signed the Tax Act into law. Among other provisions, the Tax Act lowered the corporate federal income 
tax rate from 35 to 21 percent, limits interest deductions outside of regulated utility operations, requires the normalization of excess deferred 
taxes associated with property under ARAM as a prerequisite to qualifying for accelerated depreciation and repealed the federal manufacturing 
deduction. The Tax Act also repealed the corporate alternative minimum tax (AMT) and stipulates a refund of 50 percent of remaining AMT credit 
carryforwards (to the extent the credits exceed regular tax for the year) for tax years 2018, 2019 and 2020 with all remaining AMT credits to be 
refunded in tax year 2021. During the three months ended September 30, 2018, the company reclassified $573 million which is 50 percent of the 
remaining estimated AMT credit carryforwards from noncurrent deferred tax liability to a current federal income tax receivable as a result of the 
Tax Act. The company reclassified the estimated AMT credit carryforwards during the three months ended September 30, 2018, since the 
company expects to receive it as a refund from the IRS in the three months ended September 30, 2019, based on the expected filing of Duke 
Energy's 2018 income tax return in the second quarter of 2019.

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

During the three months ended September 30, 2018, the company revised the December 31, 2017 estimate of the income tax effects of the Tax 
Act, in accordance with SAB 118, by recording a $3 million benefit for the remeasurement of its deferred tax assets and deferred tax liabilities 
primarily related to the guidance on bonus depreciation issued by the Internal Revenue Service in August of 2018 affecting the computation of 
the company's 2017 Federal income tax liability. The majority of Duke Energy’s operations are regulated and it is expected that the Subsidiary 
Registrants will ultimately pass on the savings associated with the amount representing the remeasurement of deferred tax balances related to 
regulated operations to customers. For Duke Energy's regulated operations, where the reduction is expected to be returned to customers in 
future rates, the remeasurement has been deferred as a regulatory liability. For the three months ended September 30, 2018, Duke Energy 
recorded a regulatory liability of $57 million, representing the revaluation of those deferred tax balances. The Subsidiary Registrants continue to 
respond to requests from regulators in various jurisdictions to determine the timing and magnitude of savings they will pass on to customers.

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

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

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

2018 2017 2018 2017
Duke Energy 13.7% 27.6% 17.0% 30.4%
Duke Energy Carolinas 22.6% 32.9% 22.3% 34.1%
Progress Energy 18.8% 29.1% 17.0% 31.9%
Duke Energy Progress 20.6% 31.7% 18.4% 32.4%
Duke Energy Florida 15.0% 34.8% 16.3% 36.1%
Duke Energy Ohio 16.0% 33.3% 16.0% 34.4%
Duke Energy Indiana 22.7% 38.3% 24.7% 39.0%
Piedmont 34.4% 47.6% 20.6% 36.1%

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

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

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

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

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

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

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

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

18. SUBSEQUENT EVENTS

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

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

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

DUKE ENERGY

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

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

Executive Overview

Hurricane Florence

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

Hurricane Michael

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

Regulatory Activity

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

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

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

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

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

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

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

On July 25, 2018, Duke Energy Ohio filed an application to establish a new rider to implement the benefits of the Tax Act for electric distribution 
customers. If approved, the new rider will flow through to customers the benefit of the lower statutory federal tax rate since January 1, 2018, all 
future benefits of the lower tax rates and a full refund of deferred income taxes collected at the higher tax rates in prior years. Deferred income 
taxes subject to normalization rules will be refunded consistent with federal law and deferred income taxes not subject to normalization rules will 
be refunded over a 10-year period. An order is expected before the end of the year. Duke Energy Ohio's transmission rates reflect lower federal 
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income tax but guidance from FERC on amortization of both protected and unprotected transmission-related EDITs is still pending. On October 
24, 2018, the PUCO issued a Finding and Order that, among other things, directed all rate-regulated utilities file an application not for an 
increase in rates to reflect the impact of the Tax Act on their current rates by January 1, 2019, unless otherwise exempted or directed by the 
PUCO. Duke Energy Ohio's July 25, 2018, filing for electric distribution operations is consistent with the commission's October 24, 2018, Finding 
and Order and no further action is needed. Options for Duke Energy Ohio gas customers are still being evaluated.

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

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

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

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

Results of Operations

Non-GAAP Measures

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

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

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

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

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

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

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

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

• Impacts of the Tax Act represents an alternative minimum tax (AMT) valuation allowance recognized and a true up of prior year tax 
estimates related to the Tax Act.
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Three Months Ended September 30, 2018, as compared to September 30, 2017 

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

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

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

Three Months Ended September 30,
2018 2017

(in millions, except per-share amounts) Earnings EPS Earnings EPS
GAAP Reported Earnings/GAAP Reported EPS $ 1,082 $ 1.51 $ 954 $ 1.36
Adjustments:

Impairment Charges(a) 91 0.12 56 0.08
Costs to Achieve Piedmont Merger(b) 13 0.02 14 0.03
Impacts of the Tax Act(c) (3) — — —
Florida Settlement(d) — — 84 0.12
Discontinued Operations (4) — 2 —

Adjusted Earnings/Adjusted Diluted EPS $ 1,179 $ 1.65 $ 1,110 $ 1.59

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

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

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

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

Nine Months Ended September 30,
2018 2017

(in millions, except per-share amounts) Earnings EPS Earnings EPS
GAAP Reported Earnings/GAAP Reported EPS $ 2,202 $ 3.11 $ 2,356 $ 3.36
Adjustments:

Regulatory and Legislative Impacts(a) 202 0.29 — —
Impairment Charges(b) 133 0.19 56 0.08
Sale of Retired Plant(c) 82 0.12 — —
Impacts of the Tax Act(d) 73 0.10 — —
Costs to Achieve Piedmont Merger(e) 41 0.06 43 0.06
Florida Settlement(f) — — 84 0.12
Discontinued Operations 1 — 4 0.01

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

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

SEGMENT RESULTS

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

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

Tax Act

On December 22, 2017, President Trump signed the Tax Act into law. Among other provisions, the Tax Act lowered the corporate federal income 
tax rate from 35 to 21 percent, limits interest deductions outside of regulated utility operations, requires the normalization of excess deferred 
taxes associated with property under the average rate assumption method as a prerequisite to qualifying for accelerated depreciation and 
repealed the federal manufacturing deduction. The Tax Act also repealed the corporate AMT and stipulates a refund of 50 percent of remaining 
AMT credit carryforwards (to the extent the credits exceed regular tax for the year) for tax years 2018, 2019 and 2020 with all remaining AMT 
credits to be refunded in tax year 2021. The Tax Act also could be amended or subject to technical correction, which could change the financial 
impacts that were recorded since December 31, 2017, or are expected to be recorded in future periods. The Federal Energy Regulatory 
Commission (FERC) and state utility commissions will determine the regulatory treatment of the impacts of the Tax Act for the Subsidiary 
Registrants. Duke Energy's segments’ future results of operations, financial condition and cash flows could be adversely impacted by the Tax Act, 
subsequent amendments or corrections, or the actions of the FERC, state utility commissions or credit rating agencies related to the Tax Act. 
Duke Energy is addressing the rate treatment of the Tax Act by each state utility commission in which the Subsidiary Registrants operate. In 
January 2018, the Subsidiary Registrants began deferring the estimated ongoing impacts of the Tax Act that are expected to be returned to 
customers. See Notes 3 and 17 to the Condensed Consolidated Financial Statements, "Regulatory Matters" and “Income Taxes,” respectively, 
for additional information on the Tax Act. 
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Electric Utilities and Infrastructure

Three Months Ended September 30, Nine Months Ended September 30,
(in millions) 2018 2017 Variance 2018 2017 Variance
Operating Revenues $ 6,260 $ 6,129 $ 131 $ 16,806 $ 16,234 $ 572
Operating Expenses
Fuel used in electric generation and purchased power 1,935 1,872 63 5,202 4,875 327
Operation, maintenance and other 1,431 1,332 99 4,151 3,935 216
Depreciation and amortization 897 777 120 2,570 2,228 342
Property and other taxes 289 277 12 842 808 34
Impairment charges 31 132 (101) 246 134 112

Total operating expenses 4,583 4,390 193 13,011 11,980 1,031
Gains on Sales of Other Assets and Other, net 8 — 8 9 4 5
Operating Income 1,685 1,739 (54) 3,804 4,258 (454)
Other Income and Expenses, net 107 102 5 286 324 (38)
Interest Expense 322 305 17 955 925 30
Income Before Income Taxes 1,470 1,536 (66) 3,135 3,657 (522)
Income Tax Expense 303 516 (213) 643 1,273 (630)
Segment Income $ 1,167 $ 1,020 $ 147 $ 2,492 $ 2,384 $ 108

Duke Energy Carolinas gigawatt-hours (GWh) sales 25,607 24,135 1,472 70,506 66,159 4,347
Duke Energy Progress GWh sales 19,625 18,827 798 52,747 50,026 2,721
Duke Energy Florida GWh sales 12,375 12,132 243 31,798 31,177 621
Duke Energy Ohio GWh sales 6,964 6,672 292 19,183 18,632 551
Duke Energy Indiana GWh sales 9,114 8,795 319 25,900 24,975 925
Total Electric Utilities and Infrastructure GWh sales 73,685 70,561 3,124 200,134 190,969 9,165
Net proportional megawatt (MW) capacity in operation 48,757 48,909 (152)

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

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

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

Operating Revenues. The variance was driven primarily by:

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

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

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

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

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

Partially offset by:

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

Operating Expenses. The variance was driven primarily by:

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

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

Partially offset by:

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

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

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

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

Operating Revenues. The variance was driven primarily by:

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

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

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

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

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

Partially offset by:

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

Operating Expenses. The variance was driven primarily by:

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

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

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

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

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

Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act and a decrease in 
pretax income. The ETRs for the nine months ended September 30, 2018, and 2017 were 20.5 percent and 34.8 percent, respectively. The 
decrease in the ETR was primarily due to the lower statutory federal corporate tax rate under the Tax Act and the amortization of excess deferred 
taxes partially offset by favorable tax return true ups in the prior year.
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Matters Impacting Future Electric Utilities and Infrastructure Results

On May 18, 2016, the North Carolina Department of Environmental Quality (NCDEQ) issued proposed risk classifications for all coal ash surface 
impoundments in North Carolina. All ash impoundments not previously designated as high priority by the North Carolina Coal Ash Management 
Act of 2014 (Coal Ash Act) were designated as intermediate risk. Certain impoundments classified as intermediate risk, however, may be 
reassessed in the future as low risk pursuant to legislation enacted on July 14, 2016. Electric Utilities and Infrastructure's estimated asset 
retirement obligations (AROs) related to the closure of North Carolina ash impoundments are based upon the mandated closure method or a 
probability weighting of potential closure methods for the impoundments that may be reassessed to low risk. On October 12, 2018, NCDEQ 
announced that Duke Energy had satisfied the permanent replacement water supply requirements by the October 15, 2018, deadline set out in 
the Coal Ash Management Act. However, NCDEQ has not yet issued final classifications for these impoundments. As the final risk ranking 
classifications in North Carolina are delineated, final closure plans and corrective action measures are developed and approved for each site, the 
closure work progresses and the closure method scope and remedial methods are determined, the complexity of work and the amount of coal 
combustion material could be different than originally estimated and, therefore, could materially impact Electric Utilities and Infrastructure's 
results of operations, financial position and cash flows.

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

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

On June 30, 2017, CertainTeed Gypsum NC, Inc. (CertainTeed) filed a declaratory judgment action against Duke Energy Progress in the North 
Carolina Business Court relating to a gypsum supply agreement. In its complaint, CertainTeed sought an order from the court declaring that the 
minimum amount of gypsum Duke Energy Progress must provide to CertainTeed under the supply agreement is 50,000 tons per month through 
2029. The trial for this matter concluded on July 16, 2018. On August 29, 2018, the court issued an order and opinion finding that Duke Energy 
Progress is required to supply 50,000 tons of gypsum per month, but that CertainTeed's sole remedy for Duke Energy Progress' long-term 
discontinuance under the agreement is liquidated damages. The estimated maximum amount that would be owed under the liquidated damages 
provision is approximately $90 million. Both CertainTeed and Duke Energy Progress have filed cross-appeals. The outcome of the cross-appeals 
could have an adverse impact on Electric Utilities and Infrastructure's results of operations, financial position and cash flows. See Note 4 to the 
Condensed Consolidated Financial Statements, “Commitments and Contingencies,” for additional information. 

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

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

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

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

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781 
G-1, item 30 
Attachment 9 of 16 Page 112 of 141--/A



PART I

113

In March 2017, Duke Energy Ohio filed an electric distribution base rate application with the PUCO to address recovery of electric distribution 
system capital investments and any increase in expenditures subsequent to previous rate cases. On April 13, 2018, Duke Energy Ohio filed a 
Stipulation with the PUCO to resolve issues in the electric distribution base rate case and other regulatory matters. If approved by PUCO, the 
Stipulation would allow for Duke Energy Ohio to recover gains and losses incurred on and after January 1, 2018, related to the Ohio Valley 
Electric Corporation (OVEC), through the Price Stabilization Rider. Hearings concluded on August 6, 2018. Initial briefs were filed on September 
11, 2018, and reply briefs on October 2, 2018. Electric Utilities and Infrastructure's results of operations, financial position and cash flows could 
be adversely impacted if the Stipulation is denied by the PUCO. See Note 3 to the Condensed Consolidated Financial Statements, “Regulatory 
Matters,” for additional information.

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

Gas Utilities and Infrastructure

Three Months Ended September 30, Nine Months Ended September 30,
(in millions) 2018 2017 Variance 2018 2017 Variance
Operating Revenues $ 256 $ 272 $ (16) $ 1,301 $ 1,243 $ 58
Operating Expenses
Cost of natural gas 58 68 (10) 460 402 58
Operation, maintenance and other 101 94 7 312 293 19
Depreciation and amortization 61 57 4 182 171 11
Property and other taxes 24 25 (1) 81 81 —

Total operating expenses 244 244 — 1,035 947 88
Operating Income 12 28 (16) 266 296 (30)
Other Income and Expenses, net 29 23 6 16 62 (46)
Interest Expense 25 26 (1) 78 78 —
Income Before Income Taxes 16 25 (9) 204 280 (76)
Income Tax (Benefit) Expense (1) 6 (7) 43 101 (58)
Segment Income $ 17 $ 19 $ (2) $ 161 $ 179 $ (18)

Piedmont local distribution company (LDC)
throughput (dekatherms) 135,403,188 107,490,775 27,912,413 407,144,529 334,781,316 72,363,213
Duke Energy Midwest LDC throughput (Mcf) 9,370,743 9,904,644 (533,901) 62,111,858 52,940,410 9,171,448

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

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

Operating Revenues. The variance was driven by:

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

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

Partially offset by:

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

Operating Expenses. The variance was driven by:

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

Partially offset by:

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

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

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

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

Operating Revenues. The variance was driven by:

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

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

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

Partially offset by:

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

Operating Expenses. The variance was driven by:

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

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

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

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

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

Matters Impacting Future Gas Utilities and Infrastructure Results

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

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

Three Months Ended September 30, Nine Months Ended September 30,
(in millions) 2018 2017 Variance 2018 2017 Variance
Operating Revenues $ 127 $ 95 $ 32 $ 347 $ 333 $ 14
Operating Expenses
Operation, maintenance and other 85 55 30 209 191 18
Depreciation and amortization 40 39 1 116 116 —
Property and other taxes 6 9 (3) 19 26 (7)
Impairment charges 93 76 17 93 76 17

Total operating expenses 224 179 45 437 409 28
Gains on Sales of Other Assets and Other, net — 1 (1) — 5 (5)
Operating Loss (97) (83) (14) (90) (71) (19)
Other Income and Expenses, net 2 (11) 13 22 (12) 34
Interest Expense 21 22 (1) 66 64 2
Loss Before Income Taxes (116) (116) — (134) (147) 13
Income Tax Benefit (37) (65) 28 (112) (146) 34
Less: Loss Attributable to Noncontrolling Interests (17) (2) (15) (18) (3) (15)
Segment (Loss) Income $ (62) $ (49) $ (13) $ (4) $ 2 $ (6)

Renewable plant production, GWh 1,897 1,760 137 6,548 6,276 272
Net proportional MW capacity in operation 2,976 2,908 68

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

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

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

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

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

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

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

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

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

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

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

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

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

Loss Attributable to Noncontrolling Interests. The variance is primarily attributable to the entering into a third-party tax equity partnership 
arrangement.
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Matters Impacting Future Commercial Renewables Results

Persistently low market pricing for wind resources, primarily in the Electric Reliability Council of Texas West market and PJM west and the future 
expiration of tax incentives including investment tax credits and production tax credits could result in adverse impacts to the future results of 
operations, financial position and cash flows of Commercial Renewables.

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

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

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

Other

Three Months Ended September 30, Nine Months Ended September 30,
(in millions) 2018 2017 Variance 2018 2017 Variance
Operating Revenues $ 34 $ 35 $ (1) $ 101 $ 103 $ (2)
Operating Expenses
Fuel used in electric generation and purchased power 14 13 1 43 42 1
Operation, maintenance and other (8) 20 (28) (2) 47 (49)
Depreciation and amortization 43 27 16 113 79 34
Property and other taxes 5 3 2 13 10 3
Impairment charges — — — — 7 (7)

Total operating expenses 54 63 (9) 167 185 (18)
Gains (Losses) on Sales of Other Assets and Other, net 3 4 (1) (96) 15 (111)
Operating Loss (17) (24) 7 (162) (67) (95)
Other Income and Expenses, net 40 50 (10) 81 100 (19)
Interest Expense 163 150 13 484 423 61
Loss Before Income Taxes (140) (124) (16) (565) (390) (175)
Income Tax Benefit (98) (93) (5) (125) (193) 68
Less: Income Attributable to Noncontrolling Interests 2 3 (1) 6 8 (2)
Net Loss $ (44) $ (34) $ (10) $ (446) $ (205) $ (241)

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

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

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

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

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

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

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

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

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

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

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

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

Matters Impacting Future Other Results

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

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

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

DUKE ENERGY CAROLINAS

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

Results of Operations

Nine Months Ended September 30,
(in millions) 2018 2017 Variance
Operating Revenues $ 5,525 $ 5,581 $ (56)
Operating Expenses
Fuel used in electric generation and purchased power 1,370 1,394 (24)
Operation, maintenance and other 1,464 1,472 (8)
Depreciation and amortization 866 804 62
Property and other taxes 214 206 8
Impairment charges 191 — 191

Total operating expenses 4,105 3,876 229
Losses on Sales of Other Assets and Other, net (1) — (1)
Operating Income 1,419 1,705 (286)
Other Income and Expenses, net 108 140 (32)
Interest Expense 323 314 9
Income Before Income Taxes 1,204 1,531 (327)
Income Tax Expense 268 522 (254)
Net Income $ 936 $ 1,009 $ (73)
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The following table shows the percent changes in GWh sales and average number of customers. The percentages for retail customer classes 
represent billed sales only. Total sales includes billed and unbilled retail sales and wholesale sales to incorporated municipalities, public and 
private utilities and power marketers. Amounts are not weather-normalized.

Increase (Decrease) over prior year 2018
Residential sales 12.3%
General service sales 6.1%
Industrial sales 2.2%
Wholesale power sales 13.5%
Joint dispatch sales 7.4%
Total sales 6.6%
Average number of customers 1.4%

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

Operating Revenues. The variance was driven primarily by:

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

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

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

Partially offset by:

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

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

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

Operating Expenses. The variance was driven primarily by:

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

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

Partially offset by:

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

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

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

Matters Impacting Future Results

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

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

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

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

PROGRESS ENERGY

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

Results of Operations

Nine Months Ended September 30,
(in millions) 2018 2017 Variance
Operating Revenues $ 8,119 $ 7,435 $ 684
Operating Expenses
Fuel used in electric generation and purchased power 3,019 2,588 431
Operation, maintenance and other 1,913 1,697 216
Depreciation and amortization 1,183 958 225
Property and other taxes 399 386 13
Impairment charges 34 137 (103)

Total operating expenses 6,548 5,766 782
Gains on Sales of Other Assets and Other, net 23 19 4
Operating Income 1,594 1,688 (94)
Other Income and Expenses, net 128 112 16
Interest Expense 626 595 31
Income Before Income Taxes 1,096 1,205 (109)
Income Tax Expense 186 384 (198)
Net Income 910 821 89
Less: Net Income Attributable to Noncontrolling Interests 6 7 (1)
Net Income Attributable to Parent $ 904 $ 814 $ 90

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

Operating Revenues. The variance was driven primarily by:

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

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

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

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

Partially offset by:

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

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

Operating Expenses. The variance was driven primarily by:

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

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

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

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

Partially offset by:

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

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

Matters Impacting Future Results

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

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

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

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

On June 30, 2017, CertainTeed filed a declaratory judgment action against Duke Energy Progress in the North Carolina Business Court relating 
to a gypsum supply agreement. In its complaint, CertainTeed sought an order from the court declaring that the minimum amount of gypsum Duke 
Energy Progress must provide to CertainTeed under the supply agreement is 50,000 tons per month through 2029. The trial for this matter 
concluded on July 16, 2018. On August 29, 2018, the court issued an order and opinion finding that Duke Energy Progress is required to supply 
50,000 tons of gypsum per month, but that CertainTeed's sole remedy for Duke Energy Progress' long-term discontinuance under the agreement 
is liquidated damages. The estimated maximum amount that would be owed under the liquidated damages provision is approximately $90 
million. Both CertainTeed and Duke Energy Progress have filed cross-appeals. The outcome of the cross-appeals could have an adverse impact 
on Progress Energy's results of operations, financial position and cash flows. See Note 4 to the Condensed Consolidated Financial Statements, 
“Commitments and Contingencies,” for additional information. 

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

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

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

DUKE ENERGY PROGRESS

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

Results of Operations

Nine Months Ended September 30,
(in millions) 2018 2017 Variance
Operating Revenues $ 4,333 $ 3,878 $ 455
Operating Expenses
Fuel used in electric generation and purchased power 1,452 1,214 238
Operation, maintenance and other 1,187 1,069 118
Depreciation and amortization 723 536 187
Property and other taxes 115 120 (5)
Impairment charges 33 — 33

Total operating expenses 3,510 2,939 571
Gains on Sales of Other Assets and Other, net 9 3 6
Operating Income 832 942 (110)
Other Income and Expenses, net 61 84 (23)
Interest Expense 241 217 24
Income Before Income Taxes 652 809 (157)
Income Tax Expense 120 262 (142)
Net Income $ 532 $ 547 $ (15)
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The following table shows the percent changes in GWh sales and average number of customers. The percentages for retail customer classes 
represent billed sales only. Total sales includes billed and unbilled retail sales, and wholesale sales to incorporated municipalities, public and 
private utilities and power marketers. Amounts are not weather-normalized.

Increase (Decrease) over prior period 2018
Residential sales 10.1%
General service sales 2.1%
Industrial sales 0.7%
Wholesale power sales 7.2%
Joint dispatch sales 2.9%
Total sales 5.4%
Average number of customers 1.6%

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

Operating Revenues. The variance was driven primarily by:

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

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

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

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

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

• a $37 million increase in weather normalized volumes.

Partially offset by:

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

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

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

Operating Expenses. The variance was driven primarily by:

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

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

• a $118 million increase in operation, maintenance and other expense primarily due to higher storm contingency costs, impacts 
associated with the North Carolina rate case and higher operational costs that are recoverable in rates; and

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

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

Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the nine 
months ended September 30, 2018, and 2017 were 18.4 percent and 32.4 percent, respectively. The decrease in the ETR was primarily due to 
the lower statutory federal corporate tax rate under the Tax Act and the amortization of state excess deferred taxes. For additional information, 
see Note 17 to the Condensed Consolidated Financial Statements, "Income Taxes."
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Matters Impacting Future Results

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

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

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

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

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

On June 30, 2017, CertainTeed filed a declaratory judgment action against Duke Energy Progress in the North Carolina Business Court relating 
to a gypsum supply agreement. In its complaint, CertainTeed sought an order from the court declaring that the minimum amount of gypsum Duke 
Energy Progress must provide to CertainTeed under the supply agreement is 50,000 tons per month through 2029. The trial for this matter 
concluded on July 16, 2018. On August 29, 2018, the court issued an order and opinion finding that Duke Energy Progress is required to supply 
50,000 tons of gypsum per month, but that CertainTeed's sole remedy for Duke Energy Progress' long-term discontinuance under the agreement 
is liquidated damages. The estimated maximum amount that would be owed under the liquidated damages provision is approximately $90 
million. Both CertainTeed and Duke Energy Progress have filed cross-appeals. The outcome of the cross-appeals could have an adverse impact 
on Duke Energy's Progress results of operations, financial position and cash flows. See Note 4 to the Condensed Consolidated Financial 
Statements, “Commitments and Contingencies,” for additional information. 

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

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

Results of Operations

Nine Months Ended September 30,
(in millions) 2018 2017 Variance
Operating Revenues $ 3,780 $ 3,551 $ 229
Operating Expenses
Fuel used in electric generation and purchased power 1,567 1,374 193
Operation, maintenance and other 719 623 96
Depreciation and amortization 460 423 37
Property and other taxes 284 265 19
Impairment charges 1 137 (136)

Total operating expenses 3,031 2,822 209
Operating Income 749 729 20
Other Income and Expenses, net 75 58 17
Interest Expense 210 211 (1)
Income Before Income Taxes 614 576 38
Income Tax Expense 100 208 (108)
Net Income $ 514 $ 368 $ 146

The following table shows the percent changes in GWh sales and average number of customers. The percentages for retail customer classes 
represent billed sales only. Wholesale power sales include both billed and unbilled sales. Total sales includes billed and unbilled retail sales, and 
wholesale sales to incorporated municipalities, public and private utilities and power marketers. Amounts are not weather-normalized.

Increase (Decrease) over prior period 2018
Residential sales 2.7%
General service sales 1.1%
Industrial sales 0.2%
Wholesale and other 4.4%
Total sales 2.0%
Average number of customers 1.6%

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

Operating Revenues. The variance was driven primarily by:

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

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

Operating Expenses. The variance was driven primarily by:

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

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

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

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

Partially offset by:

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

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

Matters Impacting Future Results 

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

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

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

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

DUKE ENERGY OHIO

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

Results of Operations

Nine Months Ended September 30,
(in millions) 2018 2017 Variance
Operating Revenues
Regulated electric $ 1,055 $ 1,036 $ 19
Regulated natural gas 361 360 1
Nonregulated electric and other 36 30 6

Total operating revenues 1,452 1,426 26
Operating Expenses
Fuel used in electric generation and purchased power – regulated 284 283 1
Fuel used in electric generation and purchased power – nonregulated 43 42 1
Cost of natural gas 73 69 4
Operation, maintenance and other 337 388 (51)
Depreciation and amortization 196 193 3
Property and other taxes 218 204 14
Impairment charges — 1 (1)

Total operating expenses 1,151 1,180 (29)
(Losses) Gains on Sales of Other Assets and Other, net (106) 1 (107)
Operating Income 195 247 (52)
Other Income and Expenses, net 17 15 2
Interest Expense 68 67 1
Income From Continuing Operations Before Income Taxes 144 195 (51)
Income Tax Expense From Continuing Operations 23 67 (44)
Income From Continuing Operations 121 128 (7)
Loss From Discontinued Operations, net of tax — (1) 1
Net Income $ 121 $ 127 $ (6)
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The following table shows the percent changes in GWh sales of electricity, dekatherms of natural gas delivered and average number of electric 
and natural gas customers. The percentages for retail customer classes represent billed sales only. Total sales includes billed and unbilled retail 
sales and wholesale sales to incorporated municipalities, public and private utilities and power marketers. Amounts are not weather-normalized.

Electric Natural Gas
Increase (Decrease) over prior year 2018 2018
Residential sales 13.4% 28.6%
General service sales 3.6% 24.7%
Industrial sales (1.0)% 9.6%
Wholesale electric power sales (58.3)% n/a
Other natural gas sales n/a 0.3%
Total sales 3.0% 17.3%
Average number of customers 0.8% 0.8%

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

Operating Revenues. The variance was driven primarily by:

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

• a $16 million increase in financial transmission rights revenues;

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

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

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

Partially offset by:

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

• a $5 million decrease in bulk power marketing sales.

Operating Expenses. The variance was driven primarily by:

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

Partially offset by:

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

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

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

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

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

Matters Impacting Future Results 

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

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

DUKE ENERGY INDIANA

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

Results of Operations

Nine Months Ended September 30,
(in millions) 2018 2017 Variance
Operating Revenues $ 2,288 $ 2,302 $ (14)
Operating Expenses
Fuel used in electric generation and purchased power 730 744 (14)
Operation, maintenance and other 576 546 30
Depreciation and amortization 386 336 50
Property and other taxes 56 56 —
Impairment charges 30 — 30

Total operating expenses 1,778 1,682 96
Gains on Sales of Other Assets and Other, net — 1 (1)
Operating Income 510 621 (111)
Other Income and Expenses, net 36 32 4
Interest Expense 125 132 (7)
Income Before Income Taxes 421 521 (100)
Income Tax Expense 104 203 (99)
Net Income $ 317 $ 318 $ (1)

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

Increase (Decrease) over prior year 2018
Residential sales 14.0%
General service sales 3.1%
Industrial sales 0.4%
Wholesale power sales (0.9)%
Total sales 3.7%
Average number of customers 1.2%

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

Operating Revenues. The variance was driven primarily by:

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

• a $22 million decrease in wholesale power revenues, net of fuel, primarily due to contracts that expired in the prior year.
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Partially offset by:

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

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

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

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

Operating Expenses. The variance was driven primarily by:

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

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

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

Partially offset by:

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

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

Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the nine 
months ended September 30, 2018, and 2017 were 24.7 percent and 39.0 percent, respectively. The decrease in the ETR was primarily due to 
the lower statutory federal corporate tax rate under the Tax Act. For additional information, see Note 17 to the Condensed Consolidated Financial 
Statements, "Income Taxes."

Matters Impacting Future Results

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

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

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781 
G-1, item 30 
Attachment 9 of 16 Page 128 of 141--/A



PART I

129

PIEDMONT

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

Results of Operations

Nine Months Ended September 30,
(in millions) 2018 2017 Variance
Operating Revenues $ 940 $ 884 $ 56
Operating Expenses
Cost of natural gas 387 333 54
Operation, maintenance and other 252 226 26
Depreciation and amortization 118 109 9
Property and other taxes 36 38 (2)
Impairment charges — 7 (7)

Total operating expenses 793 713 80
Operating Income 147 171 (24)
Other Income and Expenses
Equity in earnings of unconsolidated affiliates 6 8 (2)
Other income and expenses, net 9 (1) 10

Total other income and expenses 15 7 8
Interest Expense 60 59 1
Income Before Income Taxes 102 119 (17)
Income Tax Expense 21 43 (22)
Net Income $ 81 $ 76 $ 5

The following table shows the percent changes in dekatherms delivered and average number of customers. The percentages for all throughput 
deliveries represent billed and unbilled sales. Amounts are not weather-normalized.

Increase (Decrease) over prior year 2018
Residential deliveries 34.2%
Commercial deliveries 20.1%
Industrial deliveries 3.3%
Power generation deliveries 25.9%
For resale 21.8%
Total throughput deliveries 21.6%
Secondary market volumes (9.8)%
Average number of customers 1.5%

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

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

Operating Revenues. The variance was driven primarily by:

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

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

Partially offset by:

• a $34 million decrease due to revenues subject to refund to customers associated with the lower statutory federal corporate tax rate 
under the Tax Act.

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781 
G-1, item 30 
Attachment 9 of 16 Page 129 of 141--/A



PART I

130

Operating Expenses. The variance was driven by:

• a $54 million increase in cost of natural gas primarily due to higher retail volumes sold and higher natural gas prices;

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

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

Partially offset by:

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

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

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

Matters Impacting Future Results

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

LIQUIDITY AND CAPITAL RESOURCES

Sources and Uses of Cash

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

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

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

Equity Issuance

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

CREDIT FACILITIES AND REGISTRATION STATEMENTS

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

Shelf Registration

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

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

Refer to Note 5 to the Condensed Consolidated Financial Statements, "Debt and Credit Facilities," for further information regarding significant 
components of Current Maturities of Long-Term Debt on the Condensed Consolidated Balance Sheets.

CASH FLOWS FROM OPERATING ACTIVITIES

Cash flows from operations of Electric Utilities and Infrastructure and Gas Utilities and Infrastructure are primarily driven by sales of electricity 
and natural gas, respectively, and costs of operations. These cash flows from operations are relatively stable and comprise a substantial portion 
of Duke Energy’s operating cash flows. Weather conditions, working capital and commodity price fluctuations, and unanticipated expenses 
including unplanned plant outages, storms, legal costs and related settlements, and regulatory orders can affect the timing and level of cash 
flows from operations. 

Duke Energy believes it has sufficient liquidity resources through the commercial paper markets, and ultimately the Master Credit and Revolving 
Facilities, to support these operations, including storm restoration costs from Hurricanes Florence and Michael. Cash flows from operations are 
subject to a number of other factors, including but not limited to regulatory constraints, economic trends and market volatility (see “Item 1A. Risk 
Factors,” in the Duke Energy Registrants’ Annual Reports on Form 10-K/A for the year ended December 31, 2017, for additional information).

Restrictive Debt Covenants

The Duke Energy Registrants’ debt and credit agreements contain various financial and other covenants. The Master Credit Facility contains a 
covenant requiring the debt-to-total capitalization ratio not to exceed 65 percent for all borrowers except Piedmont, and 70 percent for Piedmont. 
Failure to meet those covenants beyond applicable grace periods could result in accelerated due dates and/or termination of the agreements or 
sublimits thereto. As of September 30, 2018, each of the Duke Energy Registrants was in compliance with all covenants related to their debt 
agreements. In addition, some credit agreements may allow for acceleration of payments or termination of the agreements due to nonpayment or 
acceleration of other significant indebtedness of the borrower or some of its subsidiaries. None of the debt or credit agreements contain material 
adverse change clauses.

Credit Ratings

Credit ratings are intended to provide credit lenders a framework for comparing the credit quality of securities and are not a recommendation to 
buy, sell or hold. The Duke Energy Registrants’ credit ratings are dependent on the rating agencies’ assessments of their ability to meet their 
debt principal and interest obligations when they come due. If, as a result of market conditions or other factors, the Duke Energy Registrants are 
unable to maintain current balance sheet strength or if earnings and cash flow outlook materially deteriorate, credit ratings could be negatively 
impacted.

Moody’s Investors Service, Inc. (Moody’s), Standard & Poor’s Rating Services and Fitch Ratings, Inc. provide credit ratings for various Duke 
Energy Registrants. 

On August 1, 2018, Moody’s revised its ratings outlook for Duke Energy Corporation and Piedmont from negative to stable and for Duke Energy 
Ohio from positive to stable. Moody’s also revised its ratings as follows: Progress Energy is upgraded from Baa2 to Baa1; Piedmont is 
downgraded from A2 to A3. On September 6, 2018, Fitch revised its ratings outlook for Duke Energy Corporation from negative to stable.

Cash Flow Information

The following table summarizes Duke Energy’s cash flows.

Nine Months Ended
September 30,

(in millions) 2018 2017
Cash flows provided by (used in):
Operating activities $ 5,667 $ 4,978
Investing activities (7,270) (6,331)
Financing activities 1,547 1,239
Net decrease in cash, cash equivalents and restricted cash (56) (114)
Cash, cash equivalents and restricted cash at beginning of period 505 541
Cash, cash equivalents and restricted cash at end of period $ 449 $ 427
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OPERATING CASH FLOWS

The following table summarizes key components of Duke Energy’s operating cash flows.

Nine Months Ended
September 30,

(in millions) 2018 2017 Variance
Net income $ 2,190 $ 2,361 $ (171)
Non-cash adjustments to net income 5,206 3,937 1,269
Contributions to qualified pension plans (141) (8) (133)
Payments for asset retirement obligations (389) (420) 31
Payment for disposal of other assets (105) — (105)
Working capital (1,094) (892) (202)
Net cash provided by operating activities $ 5,667 $ 4,978 $ 689

The variance was primarily due to:

• a $1,098 million increase in net income after adjustment for non-cash items primarily due to favorable weather and increased pricing and 
volumes in the current period.

Partially offset by:

• a $133 million increase in contributions to qualified pension plans; and

• a $105 million payment for disposal of Beckjord.

INVESTING CASH FLOWS

The following table summarizes key components of Duke Energy’s investing cash flows.

Nine Months Ended
September 30,

(in millions) 2018 2017 Variance
Capital, investment and acquisition expenditures $ (7,050) $ (6,211) $ (839)
Other investing items (220) (120) (100)
Net cash used in investing activities $ (7,270) $ (6,331) $ (939)

The variance relates primarily to an increase in capital expenditures due to higher overall investments in regulated generation, natural gas and 
commercial renewables.

FINANCING CASH FLOWS

The following table summarizes key components of Duke Energy’s financing cash flows.

Nine Months Ended
September 30,

(in millions) 2018 2017 Variance
Issuances of long-term debt, net $ 1,832 $ 3,675 $ (1,843)
Issuances of common stock 834 — 834
Notes payable and commercial paper 674 (619) 1,293
Dividends paid (1,835) (1,825) (10)
Other financing items 42 8 34
Net cash provided by financing activities $ 1,547 $ 1,239 $ 308

The variance was primarily due to:

• an $834 million increase in proceeds from the issuance of common stock; and

• a $1,293 million increase in net proceeds from issuances of notes payable and commercial paper primarily due to increased capital 
expenditures and the timing of debt and common stock issuances.

Partially offset by:

• a $1,843 million decrease in proceeds from net issuances of long-term debt primarily due to prior year financings of $820 million in the 
Commercial Renewables segment and the timing of issuances and redemptions of long-term debt.
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Summary of Significant Debt Issuances

Refer to Note 5 to the Condensed Consolidated Financial Statements, "Debt and Credit Facilities," for further information regarding significant 
debt issuances.

OTHER MATTERS

Environmental Regulations

The Duke Energy Registrants are subject to federal, state and local regulations regarding air and water quality, hazardous and solid waste 
disposal and other environmental matters. These regulations can be changed from time to time and result in new obligations of the Duke Energy 
Registrants.

The following sections outline various proposed and recently enacted statutes and regulations that may impact the Duke Energy Registrants. 
Refer to Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for further information regarding potential plant 
retirements and regulatory filings related to the Duke Energy Registrants.

Coal Combustion Residuals

In April 2015, the EPA published a rule to regulate the disposal of CCR from electric utilities as solid waste. The federal regulation classifies CCR 
as nonhazardous waste and allows for beneficial use of CCR with some restrictions. The regulation applies to all new and existing landfills, new 
and existing surface impoundments receiving CCR and existing surface impoundments that are no longer receiving CCR but contain liquid 
located at stations currently generating electricity (regardless of fuel source). The rule establishes requirements regarding landfill design, 
structural integrity design and assessment criteria for surface impoundments, groundwater monitoring, protection and remedial procedures and 
other operational and reporting procedures to ensure the safe disposal and management of CCR. Various industry and environmental parties 
have appealed the EPA's CCR rule in the U.S. Court of Appeals for the District of Columbia (D.C. Circuit Court). On April 18, 2016, the EPA filed 
a motion with the federal court to settle five issues raised in litigation. On June 14, 2016, the court approved the motion with respect to all of 
those issues. Duke Energy does not expect a material impact from the settlement or that it will result in additional ARO adjustments. On 
September 13, 2017, EPA responded to a petition by the Utility Solid Waste Activities Group that the agency would reconsider certain provisions 
of the final rule, and asked the D.C. Circuit Court to suspend the litigation. The D.C. Circuit Court denied EPA’s petition to suspend the litigation 
and oral argument was held on November 20, 2017. On August 21, 2018, the D.C. Circuit issued its decision in the CCR rule litigation denying 
relief for industry petitioners' remaining claims and ruling in favor of environmental petitioners on a number of their challenges, including the 
regulation of inactive CCR surface impoundments at retired plants and the continued operation of unlined impoundments.

On March 15, 2018, EPA published proposed amendments to the federal CCR rule, including revisions that were required as part of a CCR 
litigation settlement, as well as changes that the agency considers warranted due to the passage of the Water Infrastructure Improvements for 
the Nation Act, which provides statutory authority for state and federal permit programs. On July 17, 2018, EPA issued a rule finalizing certain, 
but not all, elements included in the agency's March 15, 2018, proposal. The final rule revises certain closure deadlines and groundwater 
protection standards in the CCR rule. It does not change the primary requirements for groundwater monitoring, corrective action, inspections and 
maintenance, and closure, and thus does not materially affect Duke Energy’s coal ash basin closure plans or compliance obligations under the 
CCR rule. 

In addition to the requirements of the federal CCR regulation, CCR landfills and surface impoundments will continue to be independently 
regulated by most states. Cost recovery for future expenditures will be pursued through the normal ratemaking process with federal and state 
utility commissions and via wholesale contracts, which permit recovery of necessary and prudently incurred costs associated with Duke Energy’s 
regulated operations. For more information, see Note 9, “Asset Retirement Obligations,” in Duke Energy’s Annual Report on Form 10-K/A for the 
year ended December 31, 2017.

Coal Ash Management Act of 2014

Asset retirement obligations recorded on the Duke Energy Carolinas and Duke Energy Progress Condensed Consolidated Balance Sheets at 
September 30, 2018, and December 31, 2017, include the legal obligation for closure of coal ash basins and the disposal of related ash as a 
result of the Coal Ash Act, the EPA CCR rule and other agreements. The Coal Ash Act requires Duke Energy to undertake dam improvement 
projects and to provide access to a permanent alternative drinking water source to certain residents within a half-mile of coal ash basin 
compliance boundaries and to certain other potentially impacted residents. The legislation requires excavation of the Sutton, Riverbend and Dan 
River basins by August 1, 2019, and Asheville basins by August 1, 2022. Excavation at these sites may include a combination of transfer of coal 
ash to an engineered landfill or conversion for beneficial use. Basins at the H.F. Lee, Cape Fear and Weatherspoon sites are required to be 
closed through excavation no later than August 1, 2028. Excavation at these sites can include conversion of the basin to a lined industrial landfill, 
transfer of ash to an engineered landfill or conversion for beneficial use. The remaining basins are required to be closed no later than December 
31, 2024, through conversion to a lined industrial landfill, transfer to an engineered landfill or conversion for beneficial use, unless certain dam 
improvement projects and alternative drinking water source projects are completed by October 15, 2018. Upon satisfactory completion of these 
projects, the closure deadline would be extended to December 31, 2029, and could include closure through the combination of a cap system and 
a groundwater monitoring. On October 12, 2018, NCDEQ announced that Duke Energy had satisfied the permanent replacement water supply 
requirements by the October 15, 2018, deadline set out in the Coal Ash Management Act. NCDEQ has until November 14, 2018, to issue final 
basin classifications.

Additionally, the Coal Ash Act requires the installation and operation of three large-scale coal ash beneficiation projects to produce reprocessed 
ash for use in the concrete industry. Duke Energy selected the Buck, H.F. Lee and Cape Fear plants for these projects. Closure at these sites is 
required to be completed no later than December 31, 2029. 
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The Coal Ash Act includes a variance procedure for compliance deadlines and other issues surrounding the management of CCR and CCR 
surface impoundments and prohibits cost recovery in customer rates for unlawful discharge of ash impoundment waters occurring after January 
1, 2014. The Coal Ash Act leaves the decision on cost recovery determinations related to closure of ash impoundments to the normal ratemaking 
processes before utility regulatory commissions. Consistent with the requirements of the Coal Ash Act, Duke Energy has submitted 
comprehensive site assessments and groundwater corrective plans to NCDEQ and will submit to NCDEQ site-specific coal ash impoundment 
closure plans in advance of closure. NCDEQ requested that Duke Energy submit options analyses, groundwater modeling and net environmental 
benefits analyses for six sites potentially eligible for closure by cap in place by November 15, 2018. These plans and all associated permits must 
be approved by NCDEQ before closure work can begin. 

For more information, see Note 9, “Asset Retirement Obligations,” in Duke Energy’s Annual Report on Form 10-K/A for the year ended 
December 31, 2017.

Clean Water Act 316(b)

The EPA published the final 316(b) cooling water intake structure rule on August 15, 2014, with an effective date of October 14, 2014. The rule 
applies to 26 of the electric generating facilities the Duke Energy Registrants own and operate. The rule allows for several options to 
demonstrate compliance and provides flexibility to the state environmental permitting agencies to make determinations on controls, if any, that 
will be required for cooling water intake structures. Any required intake structure modifications and/or retrofits are expected to be installed in the 
2019 to 2023 time frame. Petitions challenging the rule have been filed by several groups. Oral argument was held on September 14, 2017. On 
July 23, 2018, the U.S. Court of Appeals for the Second Circuit announced their decision to uphold the 316(b) rule. Duke Energy continues to 
work with the state environmental permitting agency to implement the rule.

Steam Electric Effluent Limitations Guidelines

On January 4, 2016, the final Steam Electric Effluent Limitations Guidelines (ELG) rule became effective. The rule establishes new requirements 
for wastewater streams associated with steam electric power generation and includes more stringent controls for any new coal plants that may 
be built in the future. As originally written, affected facilities were required to comply between 2018 and 2023, depending on the timing of Clean 
Water Act (CWA) discharge permits. Most of the steam electric generating facilities the Duke Energy Registrants own are affected sources. The 
Duke Energy Registrants are well-positioned to meet the majority of the requirements of the rule due to current efforts to convert to dry ash 
handling. Petitions challenging the rule have been filed by several groups. On March 16, 2015, Duke Energy Indiana filed its own legal challenge 
to the rule with the Seventh Circuit Court of Appeals specific to the ELG rule focused on the limits imposed on IGCC facilities (gasification 
wastewater). All challenges to the rule were consolidated in the Fifth Circuit Court of Appeals. On August 22, 2017, the Fifth Circuit Court of 
Appeals granted EPA’s Motion to Govern Further Proceedings, thereby severing and suspending the claims related to flue gas desulfurization 
wastewater, bottom ash transport water and gasification wastewater. Claims regarding gasification wastewater were stayed, pending the 
issuance of the variance to Duke Energy Indiana. Duke Energy Indiana’s federal court challenge to EPA’s Effluent Limitations Guidelines and 
Standards for the Steam Electric Power Generating Point Source Category remains in abeyance. After a long delay, EPA issued a variance for 
discharges at Edwardsport of wastewater associated with the gasification process. The variance was incorporated by the state agency into a 
revised wastewater discharge permit, and Duke Energy Indiana has voluntarily dismissed the federal court challenge. The litigation will continue 
as to claims related to other waste streams. 

Separate from the litigation, EPA finalized a rule on September 18, 2017, postponing the earliest applicability date for bottom ash transport water 
and flue gas desulfurization wastewater from 2018 to 2020 and retaining the end applicability date of 2023. Also, as part of the rule, EPA 
reiterated its intent to conduct a new rulemaking to review the effluent limitation guidelines for bottom ash transport water and flue gas 
desulfurization wastewater. EPA projects that a new rule on these two issues will be finalized by the end of 2019.

The Duke Energy Registrants cannot predict the outcome of these matters.

Estimated Cost and Impacts of Rulemakings

Duke Energy will incur capital expenditures to comply with the environmental regulations and rules discussed above. The following table 
provides five-year estimated costs, excluding AFUDC, of new control equipment that may need to be installed on existing power plants primarily 
to comply with the Coal Ash Act requirements for conversion to dry disposal of bottom ash and fly ash, CWA 316(b) and ELGs through 
December 31, 2022. The table excludes ash basin closure costs recorded in Asset retirement obligations on the Condensed Consolidated 
Balance Sheets. For more information related to AROs, see Note 9, “Asset Retirement Obligations” in Duke Energy’s Annual Report on Form 
10 K/A for the year ended December 31, 2017.

(in millions) Estimated Cost
Duke Energy $ 950
Duke Energy Carolinas 440
Progress Energy 370
Duke Energy Progress 270
Duke Energy Florida 100
Duke Energy Ohio 90
Duke Energy Indiana 50

The Duke Energy Registrants also expect to incur increased fuel, purchased power, operation and maintenance and other expenses, in addition 
to costs for replacement generation for potential coal-fired power plant retirements, as a result of these regulations. Actual compliance costs 
incurred may be materially different from these estimates due to reasons such as the timing and requirements of EPA regulations and the 
resolution of legal challenges to the rules. The Duke Energy Registrants intend to seek rate recovery of necessary and prudently incurred costs 
associated with regulated operations to comply with these regulations. 
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Cross-State Air Pollution Rule

On September 7, 2016, EPA finalized a revision to the Cross-State Air Pollution Rule (CSAPR); the revised rule is known as the CSAPR Update 
Rule. The CSAPR Update Rule reduces the CSAPR Phase 2 state ozone season NOX emission budgets for 22 eastern states, including Ohio, 
Kentucky and Indiana. In the final CSAPR Update Rule, the EPA removed Florida, South Carolina and North Carolina from the ozone season 
NOx program. Beginning in 2017, Duke Energy Registrants in these states will not be subject to any CSAPR ozone season NOx emission 
limitations. For the states that remain in the program, the reduced state ozone season NOx emission budgets took effect on May 1, 2017. In 
Kentucky and Indiana, where Duke Energy Registrants own and operate coal-fired electric generating units (EGUs) subject to the final rule 
requirements, near-term responses include changing unit dispatch to run certain generating units less frequently and/or purchasing NOx 
allowances from the trading market. Longer term, upgrading the performance of existing NOx controls is an option. The Indiana Utility Group and 
the Indiana Energy Association jointly filed a petition for reconsideration asking that the EPA correct errors it made in calculating the Indiana 
budget and increase the budget accordingly. EPA has yet to act on the petition. Numerous parties have filed petitions with the D.C. Circuit Court 
challenging various aspects of the CSAPR Update Rule. Final briefs in the case were due April 9, 2018. Oral argument was heard on October 3, 
2018. The Duke Energy Registrants cannot predict the outcome of these matters.

Carbon Pollution Standards for New, Modified and Reconstructed Power Plants

On October 23, 2015, EPA published a final rule in the Federal Register establishing carbon dioxide (CO2) emissions limits for new, modified and 
reconstructed power plants. The requirements for new plants apply to plants that commenced construction after January 8, 2014. EPA set an 
emissions standard for coal units of 1,400 pounds of CO2 per gross MWh, which would require the application of partial carbon capture and 
storage (CCS) technology for a coal unit to be able to meet the limit. Utility-scale CCS is not currently a demonstrated and commercially 
available technology for coal-fired EGUs, and therefore the final standard effectively prevents the development of new coal-fired generation. EPA 
set a final standard of 1,000 pounds of CO2 per gross MWh for new natural gas combined-cycle units. 

On March 28, 2017, President Trump signed an executive order directing EPA to review the rule and determine whether to suspend, revise or 
rescind it. On the same day, the Department of Justice (DOJ) filed a motion with the D.C. Circuit Court requesting that the court stay the litigation 
of the rule while it is reviewed by EPA. Subsequent to the DOJ motion, the D.C. Circuit Court canceled oral argument in the case. On August 10, 
2017, the court ordered that the litigation be suspended indefinitely. The rule remains in effect pending the outcome of litigation and EPA’s review. 
On July 24, 2018, EPA reported to the court that it plans to send a proposed revised rule to the Office of Management and Budget (OMB) for 
review. EPA has stated that it expects to release the proposed rule in November. The Duke Energy Registrants cannot predict the outcome of 
these matters but do not expect the impacts of the current final standards will be material to Duke Energy's financial position, results of 
operations or cash flows.

Clean Power Plan 

On October 23, 2015, the EPA published in the Federal Register the final Clean Power Plan (CPP) rule to regulate CO2 emissions from existing 
fossil fuel-fired EGUs. The CPP established CO2 emission rates and mass cap goals that apply to existing fossil fuel-fired EGUs. Petitions 
challenging the rule were filed by numerous groups and on February 9, 2016, the Supreme Court issued a stay of the final CPP rule, halting 
implementation of the CPP until legal challenges are resolved. States in which the Duke Energy Registrants operate have suspended work on 
the CPP in response to the stay. Oral arguments before 10 of the 11 judges on the D.C. Circuit Court were heard on September 27, 2016. The 
court has not issued its opinion in the case.

On March 28, 2017, President Trump signed an executive order directing EPA to review the CPP and determine whether to suspend, revise or 
rescind the rule. On the same day, the DOJ filed a motion with the D.C. Circuit Court requesting that the court stay the litigation of the rule while it 
is reviewed by EPA. On April 28, 2017, the court issued an order to suspend the litigation for 60 days and required EPA to file status reports with 
the court every 30 days. The court has issued subsequent orders, most recently on June 26, 2018, maintaining the case in abeyance. On 
October 16, 2017, EPA issued a Notice of Proposed Rulemaking (NPRM) to repeal the CPP based on a change to EPA’s legal interpretation of 
the section of the Clean Air Act on which the CPP was based. The comment period on EPA's NPRM ended April 26, 2018. On December 28, 
2017, EPA issued an Advance Notice of Proposed Rulemaking (ANPRM) in which it sought public comment on various aspects of a potential 
CPP replacement rule. The comment period on the ANPRM ended February 26, 2018. On August 31, 2018, EPA published a proposed rule to 
replace the CPP, the Affordable Clean Energy (ACE) rule. The proposed ACE rule is based on an “inside the fence” approach under which states 
develop CO2 reduction plans based on efficiency (heat rate) improvements at coal-fired power plants. The rule proposes a list of “candidate 
technologies” from which the states develop unit-specific emission standards. State compliance plans will be due three years after the rule is 
finalized. The proposal also revises EPA’s New Source Review (NSR) permitting program to remove impediments to the kinds of efficiency 
improvements the ACE rule would require. The Duke Energy Registrants cannot predict the outcome of these matters.

Section 126 Petitions

On November 16, 2016, the state of Maryland filed a petition with EPA under Section 126 of the Clean Air Act alleging that 19 power plants, 
including two that Duke Energy Registrants own and operate, contribute to violations of EPA’s National Ambient Air Quality Standards (NAAQS) 
for ozone in the state of Maryland. On March 12, 2018, the state of New York filed a petition with EPA, also under Section 126 of the Clean Air 
Act alleging that over 60 power plants, including four that Duke Energy Registrants own and operate, contribute to violations of EPA’s ozone 
NAAQS in the state of New York. Both Maryland and New York seek EPA orders requiring the states in which the named power plants operate 
impose more stringent nitrogen oxide (NOx) emission limitations on the plants. On October 5, 2018, EPA published a final rule denying the 
Maryland petition. That same day, Maryland appealed EPA's denial of their Section 126 petition. Duke Energy has three units named in the 
petition. Any other petition to challenge this final rule must be filed within 60 days from EPA's denial. The impact of these petitions could be more 
stringent requirements for the operation of NOx emission controls at these plants. The Duke Energy Registrants cannot predict the outcome of 
these matters.

Global Climate Change

For other information on global climate change and the potential impacts on Duke Energy, see “Other Matters” in “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” in Duke Energy’s Annual Report on Form 10-K/A for the year ended 
December 31, 2017.
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North Carolina Legislation

For other information on North Carolina legislation and the potential impacts on Duke Energy, see “Other Matters” in “Management’s Discussion 
and Analysis of Financial Condition and Results of Operations” in Duke Energy’s Annual Report on Form 10-K/A for the year ended 
December 31, 2017.

Liquefied Natural Gas Facility

Piedmont Natural Gas plans to build a liquefied natural gas facility in Robeson County, North Carolina. The project is expected to be completed 
in the summer of 2021 at a cost of $250 million. Construction will begin in the summer of 2019. 

Nuclear Matters

For other information on nuclear matters and the potential impacts on Duke Energy, see “Other Matters” in “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” in Duke Energy’s Annual Report on Form 10-K/A for the year ended 
December 31, 2017.

New Accounting Standards

See Note 1 to the Condensed Consolidated Financial Statements, “Organization and Basis of Presentation,” for a discussion of the impact of 
new accounting standards.

Off-Balance Sheet Arrangements

During the three and nine months ended September 30, 2018, there were no material changes to Duke Energy’s off-balance sheet 
arrangements. See Note 12 to the Condensed Consolidated Financial Statements, "Variable Interest Entities," for a discussion of off-balance 
sheet arrangements regarding ACP. For additional information on Duke Energy’s off-balance sheet arrangements, see “Off-Balance Sheet 
Arrangements” in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Duke Energy’s Annual Report on 
Form 10-K/A for the year ended December 31, 2017.

Contractual Obligations

Duke Energy enters into contracts that require payment of cash at certain specified periods, based on certain specified minimum quantities and 
prices. During the three and nine months ended September 30, 2018, there were no material changes in Duke Energy's contractual obligations. 
For an in-depth discussion of Duke Energy’s contractual obligations, see “Contractual Obligations” and “Quantitative and Qualitative Disclosures 
about Market Risk” in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Duke Energy’s Annual Report 
on Form 10-K/A for the year ended December 31, 2017.

Subsequent Events

See Note 18 to the Condensed Consolidated Financial Statements, “Subsequent Events,” for a discussion of subsequent events.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

During the three and nine months ended September 30, 2018, there were no material changes to the Duke Energy Registrants' disclosures 
about market risk. For an in-depth discussion of the Duke Energy Registrants' market risks, see “Quantitative and Qualitative Disclosures about 
Market Risk” in Item 7 of the Annual Report on Form 10-K/A for the Duke Energy Registrants.

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

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

Disclosure controls and procedures include, without limitation, controls and procedures designed to provide reasonable assurance that 
information required to be disclosed by the Duke Energy Registrants in the reports they file or submit under the Exchange Act are accumulated 
and communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions 
regarding required disclosure.

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, the Duke 
Energy Registrants have evaluated the effectiveness of their disclosure controls and procedures (as such term is defined in Rule 13a-15(e) and 
15d-15(e) under the Exchange Act) as of September 30, 2018, and, based upon this evaluation, the Chief Executive Officer and Chief Financial 
Officer have concluded that these controls and procedures are effective in providing reasonable assurance of compliance.

Changes in Internal Control over Financial Reporting

On August 2, 2018, Duke Energy and Ernst and Young LLP (EY) announced a strategic tax relationship which resulted in approximately 45 tax 
team employees joining EY as part of an outsourced arrangement for managed tax services. In connection with this new strategic relationship, 
management will continue to enhance the design and documentation of our internal control processes to ensure suitable controls over financial 
reporting. During the three months ended September 30, 2018, except as noted above, there were no changes in Duke Energy’s internal control 
over financial reporting, as defined in Rule 13a-15(f) under the Exchange Act, that have materially affected, or are reasonably likely to materially 
affect, our internal control over financial reporting.
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ITEM 1. LEGAL PROCEEDINGS

For information regarding material legal proceedings, including regulatory and environmental matters, see Note 3, "Regulatory Matters," and 
Note 4, "Commitments and Contingencies," to the Condensed Consolidated Financial Statements.

Methyl tertiary butyl ether (MTBE) Litigation 

On June 19, 2014, the Commonwealth of Pennsylvania filed suit against, among others, Duke Energy Merchants, alleging contamination of 
waters of the state by MTBE from leaking gasoline storage tanks. MTBE is a gasoline additive intended to increase the oxygen level in gasoline 
and make it burn cleaner. The lawsuit was moved to federal court and consolidated into an existing multidistrict litigation docket of pending MTBE 
cases. This suit was settled for an immaterial amount in December 2017 and dismissed in January 2018.

In December 2017, the state of Maryland filed a lawsuit in Baltimore City Circuit Court against Duke Energy Merchants and other defendants 
alleging contamination of its water supplies from MTBE. The case was removed to the U.S. District Court in Baltimore. Duke Energy cannot 
predict the outcome of this matter. 

ITEM 1A. RISK FACTORS

In addition to the other information set forth in this report, careful consideration should be given to the factors discussed in Part I, “Item 1A. Risk 
Factors” in the Duke Energy Registrants' Annual Report on Form 10-K/A, which could materially affect the Duke Energy Registrants’ financial 
condition or future results.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

 None.
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ITEM 6. EXHIBITS

Exhibits filed herein are designated by an asterisk (*). All exhibits not so designated are incorporated by reference to a prior filing, as indicated. 
Items constituting management contracts or compensatory plans or arrangements are designated by a double asterisk (**). The company agrees 
to furnish upon request to the commission a copy of any omitted schedules or exhibits upon request on all items designated by a triple asterisk 
(***).

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

4.1 Twentieth Supplemental Indenture 
(incorporated by reference to Exhibit 
4.2 to Registrant's Registration 
Statement on Form 8-A filed on 
September 17, 2018, File no. 
001-32853).

X

*10.1 Amendment No. 1 to the Term Loan 
Credit Agreement, dated as of 
September 13, 2018, among 
Piedmont Natural Gas Company, 
Inc., the lenders listed therein, U.S. 
Bank National Association, as 
Administrative Agent, and PNC 
Bank, National Association, Bank of 
New York Mellon and KeyBank, 
National Association, as Co-
Documentation Agents.

X

*12 Computation of Ratio of Earnings to 
Fixed Charges – DUKE ENERGY 
CORPORATION.

X

*31.1.1 Certification of the Chief Executive 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.1.2 Certification of the Chief Executive 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.1.3 Certification of the Chief Executive 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.1.4 Certification of the Chief Executive 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.1.5 Certification of the Chief Executive 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.1.6 Certification of the Chief Executive 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.1.7 Certification of the Chief Executive 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.1.8 Certification of the Chief Executive 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.2.1 Certification of the Chief Financial 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.2.2 Certification of the Chief Financial 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.2.3 Certification of the Chief Financial 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.2.4 Certification of the Chief Financial 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.2.5 Certification of the Chief Financial 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.2.6 Certification of the Chief Financial 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X
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*31.2.7 Certification of the Chief Financial 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

*31.2.8 Certification of the Chief Financial 
Officer Pursuant to Section 302 of 
the Sarbanes-Oxley Act of 2002.

X

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

X

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

X

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

X

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

X

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

X

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

X

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

X

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

X

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

X

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

X

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

X

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

X

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

X

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

X

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

X

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

X

*101.INS XBRL Instance Document. X X X X X X X X

*101.SCH XBRL Taxonomy Extension Schema
Document.

X X X X X X X X
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*101.CAL XBRL Taxonomy Calculation
Linkbase Document.

X X X X X X X X

*101.LAB XBRL Taxonomy Label Linkbase
Document.

X X X X X X X X

*101.PRE XBRL Taxonomy Presentation
Linkbase Document.

X X X X X X X X

*101.DEF XBRL Taxonomy Definition Linkbase
Document.

X X X X X X X X

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

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrants have duly caused this report to be signed on their behalf by 
the undersigned thereunto duly authorized.

DUKE ENERGY CORPORATION
DUKE ENERGY CAROLINAS, LLC
PROGRESS ENERGY, INC.
DUKE ENERGY PROGRESS, LLC
DUKE ENERGY FLORIDA, LLC
DUKE ENERGY OHIO, INC.
DUKE ENERGY INDIANA, LLC
PIEDMONT NATURAL GAS COMPANY, INC.

Date: November 2, 2018 /s/ STEVEN K. YOUNG
Steven K. Young

Executive Vice President and Chief Financial Officer 
(Principal Financial Officer)

Date: November 2, 2018 /s/ DWIGHT L. JACOBS
Dwight L. Jacobs

Senior Vice President, Chief Accounting Officer 
and Controller 

(Principal Accounting Officer)
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Economists Got the Decade All Wrong. They’re Trying to Figure Out Why. 

The U.S. has enjoyed its longest economic expansion on record without triggering inflation as 

interest rates remain historically low 

by Greg Ip 

Dec. 14, 2019 1:00 pm ET 

In the fall of 2009, the global financial crisis had only just ended, and interest rates were a mere 

0.1%. Peering ahead, economists assumed the recovery would resemble previous recoveries, 

though a tad slower, and thus rates would start rising the next year and plateau at 4.2% by 2015. 

But by the fall of 2010, rates hadn’t budged. Like Charlie Brown taking another run at the 

football, economists gamely made the same forecast that year, and the year after that and the year 

after that. Rates remained stuck near zero until 2015, a stretch of free money unseen since the 

1940s. 

When rates started to rise, they didn’t come close to levels once considered normal, ending the 

decade between 1.5% and 1.75%. Private-sector economists now expect them to average 2.4% 

over the long term, according to Blue Chip Economic Indicators. Judging by the bond market, 

they might have guessed high again: Ten-year Treasury note yields are just 1.8%—roughly zero, 

adjusted for inflation. 

How could economists have gotten something so basic so spectacularly wrong? What was it 

about this past decade that made all their predictions go awry? 
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Fed Chairman Jerome Powell and former chairmen Janet Yellen and Ben Bernanke. The financial crisis was followed by a stretch of free money 

Economists have been casting around for the answer, a theory to explain their inability to peer 

accurately into the months ahead, let alone the years. Such a theory must do more than say “The 

Federal Reserve did it.” It must explain why growth was the most subdued of any expansion 

since the 1940s and inflation consistently ran below the Fed’s 2% target, the reasons the Fed kept 

rates so low. 

And, no less difficult, it would have to explain why, in spite of that subdued growth, the U.S. has 

enjoyed its longest economic expansion on record, one marked by a record-breaking bull market 

in stocks and unemployment falling to a 50-year low. 

One explanation is the “debt hangover”theory popularized by Carmen Reinhart and Kenneth 

Rogoff, whose history of financial crises, “This Time Is Different: Eight Centuries of Financial 

Folly,” was a sleeper hit in 2009. They found that in the wake of financial crises, households, 

banks, businesses and sometimes governments are fixated on paying down debts and wary that 

another crisis is around the corner, so they avoid borrowing and investing. This holds down 

growth, inflation and interest rates. 

The U.S. initially tracked this model. It had barely exited its own crisis when another erupted in 

the eurozone, pushing Greece into default and others to the brink of it. 

But as those crises faded from view, low growth, inflation and rates persisted. 

A Confounding Decade 

Since 2009 economists’ projections of interest rates and unemployment (shown with year made) 

have consistently proved too high. 
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Sources: Blue Chip Economic Indicators (forecasts); Federal Reserve Bank of St. Louis (actual T-bill, unemployment rates) 

So in 2013 Larry Summers, a former top adviser to Presidents Bill Clinton and Barack Obama 

and now an economist at Harvard University, advanced an alternative explanation: “secular 

stagnation.” He borrowed the phrase from an earlier Harvard economist, Alvin Hansen who used 

it in 1938 to describe the Great Depression’s persistently weak growth and high unemployment. 

Mr. Hansen tied it to weak investment due to slow population growth: Businesses had less need 

to invest when there were fewer new workers and customers and when aging households bought 

fewer big-ticket products like houses. 

Slow population growth is once again weighing on growth and interest rates, Mr. Summers 

noted, and he added several other factors: the fastest-growing businesses, such as social-media 

platforms, invest little of their rich profits. Higher inequality meant more income flows to the 

high-saving, low-spending rich. 

Though initially skeptical of Mr. Summers’s thesis, many economists have since warmed to it, at 

least for other parts of the world, if not the U.S. In some countries like Germany a persistent 
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excess of savings manifests itself as a trade surplus which flows into other countries’ bonds, 

holding down interest rates around the world. 

Secular stagnation has several profound implications. First, with interest rates closer to zero, 

central banks are less able to combat future recessions. Second, a structural shortage of private 

borrowing means governments can run big deficits without pushing up interest rates. Indeed, 

given central banks’ lack of ammunition, governments should run deficits, or the economy will 

stagnate. Reducing entitlements such as future Social Security benefits in the name of fiscal 

prudence may worsen the problem by encouraging households to save more. 

Secular stagnation also increases the risk of protectionism. Any country with too little domestic 

demand to achieve full employment and 2% inflation will be tempted to foist the problem on its 

neighbors by cheapening its currency or erecting tariffs so as to export more and import less. 

Yet in key respects the past decade doesn’t conform to the gloomy prognosis of secular 

stagnation: The stock market has romped to one record after another, and job growth has 

remained consistently strong. 

As with interest rates, economists have been surprised by unemployment, which peaked at 

almost 10% in 2010. Year after year, they expected it to bottom out around 5%. It’s now down to 

3.5%, a 50-year low, and likely headed lower. 

The expansion is now the longest since records begin in the mid-1800s. It bears little 

resemblance to the 1930s, which Mr. Hansen described as “sick recoveries which die in their 

infancy and…leave a hard and seemingly immovable core of unemployment.” 

Job seekers and recruiters at a fair in Los Angeles. Economists have been surprised by the continued decline of unemployment. 

This points to a third possible theory. The so-called natural rate of unemployment, the lowest the 

U.S. can sustain without running out of workers or pushing up inflation (called u* or “u-star” in 

economists’ equations) is much lower than previously thought. So the recovery has had more 

ground to cover than many realized, and as a result the economy has spent much of the past 

decade operating well below capacity. 

Jan Hatzius, chief economist at Goldman Sachs, says there isn’t a lot of mystery about the 

behavior of inflation and interest rates: “We fell into a deep hole so we had a lot of spare 

capacity, and it took a long time to climb out.” 
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The U.S. may have finally climbed out, but until Europe has as well, interest rates may remain 

low, he says. “How secular is it? How cyclical? Until you’ve seen economies really normalize 

from a cyclical perspective it’s going to be hard to fully distinguish between those two things.” 

In other words, it might take the next decade to answer what really happened in the last. 

Mr. Ip is The Wall Street Journal’s chief economics commentator, in Washington. He can be reached at 

greg.ip@wsj.com. 
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Piedmont Natural Gas Company, Inc.
Update to credit analysis

Summary
Piedmont Natural Gas Company, Inc.'s (Piedmont) credit profile reflects its low business
risk as a regulated natural gas local distribution company (LDC) operating in supportive
regulatory jurisdictions in North Carolina, South Carolina and Tennessee. Our opinion
recognizes that credit metrics have been impacted by the negative cash flow impact of
federal tax reform and a large capital program and therefore will not return to pre-tax
reform highs. We expect the company’s average ratio of cash flow from operations excluding
changes in working capital (CFO pre-WC) to debt will be maintained at around 15%-16%
over the next two years.

Exhibit 1

Historical CFO Pre-WC, Total Debt and CFO Pre-WC to Debt ($ MM) [1]
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[1] CFO pre-WC is defined as cash flow from operations excluding changes in working capital
Source: Moody's Financial Metrics

Credit strengths

» Credit supportive regulatory environments in North Carolina, South Carolina and
Tennessee

» Utility growth driven by customer additions and system integrity investment

» Position as part of the Duke corporate family

Credit challenges

» Elevated capital expenditure program

» Increased leverage

» Weak credit metrics for an A3 rated LDC
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MOODY'S INVESTORS SERVICE INFRASTRUCTURE AND PROJECT FINANCE

Rating outlook
Piedmont’s stable outlook reflects our expectation that the company will continue to receive credit supportive regulatory treatment
across each of its jurisdictions. The outlook also incorporates our expectation that credit metrics, which are weak and have been
adversely affected by the negative cash flow impact of federal tax reform and increased leverage due to a large capital program, will
remain below pre-tax reform highs. Going forward, on average, we expect Piedmont's ratio of CFO pre-WC to debt to be between 15%
and 16%.

Factors that could lead to an upgrade

» An increase in cash flow or reduction in leverage leading to a ratio of CFO pre-WC to debt that remains above 18% could put
upward pressure on credit quality

Factors that could lead to a downgrade

» Piedmont’s credit profile could weaken if there is a significant deterioration in the company's regulatory environments

» Or, if we expect the CFO pre-WC to debt ratio to be below 14% for an extended period, there could also be downward pressure

Key indicators

Piedmont Natural Gas Company, Inc. [1]

Dec-17 Dec-18 Dec-19 Dec-20 LTM Mar-21

CFO Pre-W/C + Interest / Interest 6.1x 3.9x 5.2x 4.5x 4.6x

CFO Pre-W/C / Debt 19.1% 11.9% 16.3% 13.4% 14.9%

19.1% 11.9% 16.3% 13.4% 14.9%

Debt / Capitalization 52.7% 47.8% 48.3% 48.6% 43.6%

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
Source: Moody's Financial Metrics

Profile
Headquartered in Charlotte, North Carolina, Piedmont is a local natural gas distribution company subsidiary of Duke Energy
Corporation (Duke Energy, Baa2 stable) with 1.1 million customers in the southeastern U.S. Piedmont has operations in three states,
North Carolina (73% of rate base), Tennessee (19%), and South Carolina (8% of rate base).

Piedmont holds indirect equity stakes in several energy related joint ventures including: Hardy Storage Company (50% ownership) in
West Virginia, the Pine Needle LNG Company LLC (45% ownership) and the intrastate Cardinal Pipeline (21.5% ownership) servicing
North Carolina. Piedmont also subscribes to the services of these entities.

Detailed credit considerations
Credit supportive regulatory environments
Piedmont's operations are subject to the regulatory overview of the North Carolina Utilities Commission (NCUC), the Public
Service Commission of South Carolina (PSCSC), and the Tennessee Public Utility Commission (TPUC). We consider the regulatory
environments to be credit supportive. The three states all provide cost recovery mechanisms and frameworks that lead to shorter
regulatory lag and reasonable returns on utility investments.

Piedmont recovers its natural gas costs through a purchased gas adjustment mechanism in all three of its operating jurisdictions.
In North Carolina (73% of rate base at the end of 2020), Piedmont has a full margin decoupling mechanism for residential and
commercial customers, allowing the LDC to true up any over/under collection of margin regardless of customer demand through semi-

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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annual rate adjustments. This enhances cash flow predictability, a credit positive. The company also has a specific rider to recover bad
debt expense.

In March 2021, Piedmont filed a general rate case in North Carolina requesting a 10.4%, or approximately $109 million, increase in
retail revenues. The rate case filing request is premised on an ROE of 10.25% and a 52% equity component of the capital structure. The
filing is based on a North Carolina rate base of $4.8 billion as of December 31, 2020, as adjusted for known and measurable changes
through June 30, 2021. The request includes approximately $1.7 billion of plant additions related to system growth, pipeline integrity
management, infrastructure investments, and safety and security upgrades. Approximately 70% of the plant additions are categories of
plant investment not covered under the Integrity Management Rider (IMR) mechanism, such as Piedmont’s new liquefied natural gas
storage facility located in Robeson County, NC and enhancements to an existing storage facility in Huntersville, NC.

Piedmont's last North Carolina rate case was decided in November 2019 when the company was authorized a $109 million increase
(before consideration of decrease riders associated with federal and state tax reform) based on a 9.7% ROE and a 52% equity layer.

In Tennessee (19% of rate base at the end of 2020), the TPUC allows Piedmont to benefit from a Weather Normalization Adjustments
(WNA) clause but not from a decoupling mechanism. However, Piedmont is allowed to use a forward test year with its rate filings.
Piedmont also benefits from an Integrity Management Rider (IMR) that allows the LDC to recover investments related to federal and
state mandated safety and integrity programs. Piedmont has successfully implemented rate adjustments under the IMR each year since
the program began. The company also has a specific rider to recover bad debt expense.

In July 2020, Piedmont filed its first general rate case in Tennessee in nine years, requesting an approximate 15%, $30 million
(subsequently reduced to $26 million), increase in annual revenue. The request was driven by significant infrastructure upgrades,
approximately half of which are not covered by the company’s 2013 approved pipeline integrity management rider mechanism. As
authorized by Tennessee, interim rates were implemented on January 2, 2021. In February 2021, the TPUC accepted a settlement
granting the company a $16 million increase based on a 9.8% ROE. Rates were made effective January 2, 2021, with Piedmont to
refund the difference between the interim and settled rates.

In South Carolina (8% of rate base at the end of 2020), Piedmont benefits from rate stabilization tariffs. Under the South Carolina Rate
Stabilization Act, tariffs are subject to annual true-ups to support the company's allowed ROE (10.2%). In addition, a WNA mechanism
offsets volume fluctuations in the winter season. The company also has a specific rider to recover bad debt expense.

In North Carolina and South Carolina, rates are set based on historical test years, which exposes the LDC to a lag in its investment cost
recovery. However, similar to Tennessee, in North Carolina the NCUC has authorized the use of an IMR which allows the company
to recover integrity related capital expenditures outside of general rate cases, a credit positive. Rate adjustments are now made
semiannually each December and June.

Utility growth driven by customer additions and system integrity investments
Between 2015 and 2019, Piedmont's total capital expenditures increased steadily as the company invested in system integrity and to
support customer growth. Annual expenditures grew from $455 million in 2015 to over $1 billion in 2019, slightly declining to $901
million in 2020. Spending is expected to decline somewhat to an average of about $800 million per year for the 2021-2025 period.

For the 2021-2025 period, Piedmont expects to deploy a total of about $4 billion of capital of which approximately 80% has been
identified as growth capital. Of this, close to 60% is expected to be recovered via integrity management riders, which assures recovery
will begin with minimal lag, a credit positive. Although recovery is expected to begin quickly, given the long-lived nature of these assets
(which lowers the amount of depreciation included in the revenue requirement) and the loss of bonus depreciation that occurred
following the enactment of federal tax reform in December of 2017, we expect credit metrics will remain below the highs demonstrated
prior to 2018.

Weak credit metrics for an A3 rated LDC
Prior to 2018, Piedmont's cash flow and credit metrics were relatively strong, with the ratio of CFO pre-W/C to debt in the range of
20%. More recently, given the impact of federal tax reform, the utility’s robust capital expenditure program and the associated leverage
to fund these investments, credit metrics have declined significantly and are now weak for an A3 rated LDC. Going forward, in light of
the company’s relatively constructive regulatory environments, numerous rate adjustment mechanisms and planned rate case activity,

3          16 July 2021 Piedmont Natural Gas Company, Inc.: Update to credit analysis
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we believe the company will demonstrate an average ratio of CFO pre-WC to debt around 15% to 16%. We note that Piedmont has
not paid a dividend to parent Duke Energy since 2016 and has received capital contributions from Duke totaling $775 million since
2018, helping to limit the extent of the deterioration in credit metrics and support the utility through a period of elevated capital
expenditures.

ESG considerations
Environmental considerations incorporated into our credit analysis for Piedmont are primarily related to air pollution and regulations
around carbon, methane and other greenhouse gas emissions. These gases are emitted during the natural gas life cycle, including
through the production of the energy that the company delivers through its own gas infrastructure.

Social risks are primarily related to health and safety, demographic and societal trends, as well as customer relations as the company
works to provide reliable and affordable service to customers and safe working conditions to employees.

From a governance perspective, financial and risk management policies including a strong financial profile are important characteristics
for managing environmental and social risks.

Liquidity analysis
Given its large capital expenditure program, Piedmont will continue to rely on external financing sources to maintain an adequate
liquidity profile. For the last twelve months ended March 31, 2021, Piedmont generated $516 million of cash from operations (CFO),
invested $870 million in capital expenditures and made no distributions to the parent which resulted in negative free cash flow (FCF)
of $354 million. In 2020, Piedmont generated $481 million of CFO, invested approximately $901 million in capital expenditures and
made no distributions to parent Duke Energy which resulted in negative FCF of $420 million. The shortfalls were partially funded
with equity infusions from Duke Energy. We expect Piedmont to be cash flow negative for the next few years as capital expenditures
remain elevated as the company spends for customer growth and system integrity. We expect shortfalls will primarily be funded with a
combination of long-term and short-term debt financing.

Piedmont’s additional liquidity sources include access to funding from the parent company's commercial paper program through
the Duke Energy system money pool, and direct borrowings from the money pool. As of March 31, 2021, the utility had $700 million
of borrowing capacity under Duke Energy’s $8 billion multi-year (March 2026 termination) master credit facility. Duke Energy has
unilateral ability to increase Piedmont’s borrowing capacity, up to $850 million, which could provide significant additional liquidity as
needed. As of March 31, 2021, the utility had no commercial paper outstanding, leaving $700 million available under the parent credit
facility. The facility does not contain a material adverse change clause for new borrowings and has a single financial covenant requiring
that Duke Energy and its utility subsidiaries each maintain a consolidated debt to capitalization ratio of no more than 65%, except for
Piedmont. The debt to capital covenant for Piedmont is a maximum of 70%. As of March 31, 2021, we estimate Piedmont’s ratio to be
about 49%.

Piedmont’s nearest long-term debt maturity is $45 million of unsecured notes due October 2023.
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Rating methodology and scorecard factors

Methodology Scorecard Factors
Piedmont Natural Gas Company, Inc.

Regulated Electric and Gas Utilities Industry Scorecard [1][2]

Factor 1 : Regulatory Framework (25%) Measure Score Measure Score

a) Legislative and Judicial Underpinnings of the Regulatory Framework A A A A

b) Consistency and Predictability of Regulation Aa Aa Aa Aa

Factor 2 : Ability to Recover Costs and Earn Returns (25%)

a) Timeliness of Recovery of Operating and Capital Costs A A A A

b) Sufficiency of Rates and Returns A A A A

Factor 3 : Diversification (10%)

a) Market Position A A A A

b) Generation and Fuel Diversity N/A N/A N/A N/A

Factor 4 : Financial Strength (40%)

a) CFO pre-WC + Interest / Interest  (3 Year Avg) 4.7x A 4.9x - 5.4x A

b) CFO pre-WC / Debt  (3 Year Avg) 15.1% Baa 14% - 16% Baa

c) CFO pre-WC – Dividends / Debt  (3 Year Avg) 15.1% A 14% - 16% A

d) Debt / Capitalization  (3 Year Avg) 45.4% A 43% - 47% A

Rating:

Scorecard-Indicated Outcome Before Notching Adjustment A2 A2

HoldCo Structural Subordination Notching 0 0

a) Scorecard-Indicated Outcome A2 A2

b) Actual Rating Assigned A3 A3

Current 

LTM 3/31/2021

Moody's 12-18 Month Forward 

View

As of Date Published [3]

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
[2] As of 3/31/2021 (LTM)
[3] This represents Moody's forward view; not the view of the issuer; and unless noted in the text, does not incorporate significant acquisitions and divestitures.
Source: Moody's Financial Metrics

Appendix

Exhibit 4

Peer Comparison Table [1]

FYE FYE LTM FYE FYE LTM FYE FYE LTM FYE FYE LTM

(In US millions) Dec-19 Dec-20  Mar-21 Dec-19 Dec-20  Mar-21 Dec-19 Dec-20  Mar-21 Dec-19 Sep-20  Mar-21

Revenue 1,381             1,297             1,391             545 525 552 1,462             1,396             1,468             466 455 480 

EBITDA 498 587 623 203 227 231 469 483 530 169 177 186 

Total Debt 2,906            3,333            3,144             911 973 903 1,997             2,168             2,030            624 678 703 

CFO Pre-W/C / Debt 16.3% 13.4% 14.9% 12.6% 14.3% 19.7% 18.4% 18.9% 22.9% 28.3% 25.7% 26.5%

16.3% 13.4% 14.9% 11.2% 14.3% 17.5% 12.3% 12.6% 16.0% 25.2% 22.1% 23.2%

Debt / Capitalization 48.3% 48.6% 43.6% 43.1% 41.0% 38.5% 44.2% 43.9% 40.8% 43.0% 44.4% 44.0%

Debt / EBITDA 5.8x 5.7x 5.0x 4.5x 4.3x 3.9x 4.3x 4.5x 3.8x 3.7x 3.8x 3.8x

EBITDA / Interest Expense 4.4x 4.6x 4.8x 4.6x 5.4x 5.7x 5.8x 5.9x 6.4x 7.1x 7.3x 7.9x

Piedmont Natural Gas Company, Inc. Public Service Co. of North Carolina, Inc. DTE Gas Company Spire Alabama Inc.

A3 (Stable) Baa1 (Stable) A3 (Stable) A2 (Stable)

[1] All figures & ratios calculated using Moody’s estimates & standard adjustments. FYE = Financial Year-End. LTM = Last Twelve Months. RUR* = Ratings under Review, where UPG = for
upgrade and DNG = for downgrade
Source: Moody's Financial Metrics
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MOODY'S INVESTORS SERVICE INFRASTRUCTURE AND PROJECT FINANCE

Exhibit 5

Cash Flow and Credit Metrics [1]
CF Metrics Dec-17 Dec-18 Dec-19 Dec-20 LTM Mar-21

As Adjusted

 FFO 464 283 484 452 454

+/- Other 5 2 -9 -4 14

 CFO Pre-WC 469 285 475 448 468

-125 185 -88 31 46

 CFO 344 470 387 479 514

-    Div 0 0 0 0 0

-    Capex 579 713 1,031 899 868

 FCF -235 -243 -644 -420 -354

(CFO  Pre-W/C) / Debt 19.1% 11.9% 16.3% 13.4% 14.9%

(CFO  Pre-W/C - Dividends) / Debt 19.1% 11.9% 16.3% 13.4% 14.9%

FFO / Debt 18.9% 11.8% 16.7% 13.6% 14.4%

RCF / Debt 18.9% 11.8% 16.7% 13.6% 14.4%

Revenue 1,328 1,375 1,381 1,297 1,391

Interest Expense 92 100 114 127 129

Net Income 144 89 170 258 284

Total Assets 6,244 6,837 7,730 8,607 8,910

Total Liabilities 4,603 4,771 5,323 5,898 5,673

Total Equity 1,641 2,066 2,407 2,709 3,237

[1] All figures and ratios are calculated using Moody’s estimates and standard adjustments. Periods are Financial Year-End unless indicated. LTM = Last Twelve Months
Source: Moody's Financial Metrics

Exhibit 6

Moody's - Adjusted Debt Breakdown
Piedmont Natural Gas Company, Inc.

(USD Millions) FYE Dec-17 FYE Dec-18 FYE Dec-19 FYE Dec-20 LTM Mar-21

As Reported Debt 2,401.0 2,336.0 2,860.0 3,310.0 3,127.0

  Pensions 4.0 3.0 4.0 0.0 0.0

  Unusual 0.0 0.0 0.0 0.0 0.0

  Non-Standard Adjustments 13.0 12.0 15.0 0.0 0.0

Moody's Ajusted Debt 2,456.1 2,395.0 2,906.0 3,333.0 3,144.0

All figures are calculated using Moody’s estimates and standard adjustments
Source: Moody's Financial Metrics™
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MOODY'S INVESTORS SERVICE INFRASTRUCTURE AND PROJECT FINANCE

Ratings

Exhibit 7

Category Moody's Rating
PIEDMONT NATURAL GAS COMPANY, INC.

Outlook Stable
Senior Unsecured A3

PARENT: DUKE ENERGY CORPORATION

Outlook Stable
Issuer Rating Baa2
Sr Unsec Bank Credit Facility Baa2
Senior Unsecured Baa2
Jr Subordinate Baa3
Pref. Stock Ba1
Commercial Paper P-2

Source: Moody's Investors Service
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Piedmont Natural Gas Co. Inc. 

Business Risk: EXCELLENT 
Issuer Credit Rating a-+i................................................. . 

a -· ------·- ______ : 
Vulnerable Excellent o------.o·······················bbb+ 

.............................................. ·····• 
0 

···················································· 

Financial Risk: INTERMEDIATE BBB+/Stable/ A-2 

Highly leveraged Minimal 

Anchor Modifiers Group/Gov't 

Credit Highlights 

Overview · .. ' · · · · · 
• ~ .... +~·~~~ r 

Key strengths Key risks 

Lower-risk regulated gas utility that effectively manages its regulatory risk. Most of service territory is exposed to extreme weather events, 
including hurricanes. 

Customer base of more than 1 million provides stability to the company's cash Forecast negative discretionary cash flow indicates external 
flows. funding needs. 

Diverse source of cash flows from operations spread across North Carolina, 
South Carolina, and Tennessee. 

Operating assets are generally of higher quality compared to gas utility peers. 

Our ratings on Piedmont Natural Gas Co. Inc. are underpinned by our ratings on its immediate parent, Duke Energy 

Corp. We consider Piedmont to be a strategically important subsidiary of Duke. Although Piedmont is a successful 

utility operator, has Duke's long-term commitment, and is important to Duke's long-term strategy, we no longer view 

Piedmont as a core subsidiary of Duke. This view reflects the recently announced sale of an almost 20% equity stake in 

another Duke subsidiary, Duke Energy Indiana to GIC that we believe because of Duke's high capital spending 

program, could potentially be replicated at any of Duke's relatively smaller subsidiaries. Piedmont accounts for 

approximately 5% of Duke's regulated EBITDA. This assessment has no effect on Piedmont's stand-alone credit 

profile, issuer credit rating, nor issue ratings. 

We expect Piedmont to manage risks related to COVJD-19. As of Oct. 1, 2020, normal billing procedures resumed in 

all of Piedmont's service territories, and service disconnections for nonpayment resumed on Nov. 4, 2020. Overall, we 

expect the company to use a combination of factors to mitigate any potential cash flow shortfalls stemming from the 

pandemic. This includes effective expense management and working constructively with its regulators. 

Piedmont's rate case with the Tennessee Public Utility Commission (TPUC) is pending. Piedmont filed for a general 

rate case increase with the TPUC on Juiy 2, 2020. Piedmont requested a rate increase of about $30 million for retail 

customers based on 10.3% return on equity (ROE) and 50.5% equity component of capital structure. As of February 

2021, the company has reached a settlement on this rate case with several parties. Although the terms of the 

settlement indicate a lower overall rate increase of about $16 million premised on a 9.8% ROE, other factors, such as 

the 50.5% authorized equity layer are favorable for Piedmont's stand-alone credit quality. It is likely a decision on this 

rate case could be reached by mid-2021. 
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Piedmont Natural Gas Co. Inc. 

Our stand-a/one credit profile for Piedmont includes a negative comparable ratings analysis modifier. This 

incorporates our forecast for Piedmont's financial measures, which we expect will consistently reflect the lower end of 

its financial risk profile category, compared to peers. Specifically, we expect Piedmont's funds from operations (FFO) 

to debt ratio to average about 14% over our forecast period. 

Outlook 

The stable outlook on Piedmont reflects our stable outlook on parent Duke Energy and our expectations that 

Piedmont's stand-alone financial measures will be consistent with the lower end of the range for its financial risk profile 

category, reflecting FFO to debt of about 14% (assessed under our low-volatility financial benchmark table). 

Downside scenario 
We could lower our ratings on Piedmont over the next 12-24 months if we downgrade parent Duke. We could also 

lower Piedmo~t's ratings if its stand-alone business risks increase or if its stand-alone financial measures weaken such 

that FFO to debt consistently weakens to below 9%. 

Upside scenario 
We could raise our ratings on Piedmont over the next 12-24 months if parent Duke Energy is upgraded and Piedmont's 

stand-alone financial measures are maintained such that FFO to debt is consistently above 9%, without incurring 

higher business risks. 

Our Base-Case Scenario 

Assumptions 
Continued use of existing regulatory cost recovery mechanisms, and periodic rate case filings. 

Capital spending of about $875 million in 2020, $725 million in 2021, and averaging slightly above $815 million 

annually beginning in 2022. 

No cash dividends to parent until 2023. 

Negative discretionary cash flow throughout our forecast period. 

Key Metrics 

2019• 2020e 2021e 

FFO to debt (o/o) 14.4 14.15 14-15 

Debt to EBITDA (x) 5,8 5.3 5.0 

Cash FFO to interest 4.7 4.6 4.8 

a--Actual. e-Estimate. FFO--Funds from operations. 

Company Description 

Piedmont Natural Gas Co. Inc. is a regulated gas utility company. It provides gas service to about 1 million residential, 
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Piedmont Natural Gas Co. Inc. 

commercial, and industrial customers, including power generation and municipal customers, in North Carolina, South 

Carolina, and Tennessee. Piedmont is a subsidiary of Duke Energy, and it contributes about 5% of Duke Energy's 

regulated EBJTDA. 

Peer comparison 

Table 1 

Industry Sector: Gas 

Piedmont Natural Atmos Energy Southwest Gas 

Gas Co. Inc. Corp. Corp. ONE Gas Inc. Southern Co. Gas 

Ratings as of Jan. 13, BBB+/Stable/ A-2 A/Stable/ A-1 A-/Stable/- A/Stable/ A-1 A-/Negative/ A-2 

2021 

--Fiscal year ended Dec. -Fiscal year ended --Fiscal year ended --Fiscal year ended --Fiscal year ended 

31, 2019- Sept. 30, 2020-- Dec. 31, 2019- Dec. 31, 2019-- Dec. 31, 2019--

(Mil. S) 

Revenue 1,381.0 2,821.1 1,368.9 1,652.7 3,792.0 

EBITDA 489.0 1,304.4 506.0 493.5 1,561.0 

Funds from operations 409.0 1,089.4 412.0 396.3 1,341.6 

(FFO) 

Interest expense 115.0 99.8 99.6 68.5 241.4 

Cash interest paid 111.0 218.0 93.3 67.0 260.4 

Cash flow from 387.0 1,055.8 364.7 313.0 1,075.6 

operations 

Capital expenditure 1,027.0 1,927.2 774.2 412.7 1,402.0 

Free operating cash (640.0) (871.4) (409.5) (99.7) (326.4) 

flow (FOCF) 

Discretionary cash flow (640.0) (1,153.8) (505.4) (212.7) (797.4) 

(DCF) 

Cash and short-term 0.0 20.8 40.5 17.9 46.0 

investments 

Debt 2,833.4 5,053.9 2,607.2 1,807.1 5,752.l 

Equity 2,443.0 6,791.2 2,005.2 2,129.4 9,506.0 

Adjusted ratios 

EBITDA margin (o/o) 35.4 46.2 37.0 29.9 41.2 

Return on capital (o/o) 6.6 7.7 7.1 7.9 7.2 

EBITDA interest 4.3 13.1 5.1 7.2 6.5 

coverage (x) 

FFO cash interest 4.7 6.0 5.4 6.9 6.2 

coverage (x) 

Debt/EBITDA (x) 5.8 3.9 5.2 3.7 3.7 

FFO/debt (o/o) 14.4 21.6 15.8 21.9 23.3 

Cash flow from 13.7 20.9 14.0 17.3 18.7 

operations/ debt (0/o) 

FOCF/debt (%) (22.6) (17.2) (15. 7) (5.5) (5.7) 

DCF/debt (%) (22.6) (22.8) (19.4) (11.8) (13.9) 
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Piedmont Natural Gas Co. Inc. 

Business Risk 

Our assessment of Piedmont's business risk profile largely reflects its lower-risk gas distribution utility operations, size, 
and effective management of regulatory risk. Piedmont's regulated utility operations provide the company with scale 
and some diversity in regulated cash flow sources despite concentration in North Carolina. About 70% of Piedmont's 
rate base is in North Carolina. The company effectively manages regulatory risk and benefits from various riders that 
mitigate regulatory lag and under-earning. These include the integrity management riders in North Carolina and 
Tennessee, which allow Piedmont to recover and earn on certain capital investments outside of the rate case process. 
They also include rate stabilization adjustment filings.in South Carolina, which allow Piedmont to annually adjust its 
rates if its earnings materially deviate from its authorized returns. In addition, we view Piedmont's operating assets as 
generally of higher quality compared to peers, reflecting no cast iron pipes within the company's gas distribution 
system, and a record of delivering reliable gas service to its customers. Collectively, these factors support our overall 
assessment of Piedmont's business risk at the higher half of its business risk profile category, relative to peers. 

Financial Risk 

Financial summary 
We assess Piedmont's financial measures using our low-volatility table, reflecting the company's lower-risk gas 
distribution operations and effective management of regulatory risk Our base-case scenario includes capital spending 
of about $875 million in 2020, about $725 million in 2021, and averaging slightly above $815 million annually 
thereafter. In addition, our forecast incorporates equity contributions from the parent as needed to support Piedmont's 
capital structure, and no dividends to the parent through 2021. We expect Piedmont's financial measures will remain 
consistent with the lower end of the range for the intermediate financial risk profile category. Specifically, we expect 
FFO to debt to average about 14%-15%. 

Table 2 
. . ~ " ~ ~ ... .. " "" . 

Piedmont Natural Gas Coclricr-'Financial Summwy · · ~ • ' "" "'·k -. • k .• •• 
Industry Sector: Gas 

--Fiscal year ended Dec. 31--

2019 2018 2017 2016 2015 

(Mil. SJ 

Revenue 1,381.0 1,375.0 1,328.0 1,210.8 1,371.7 

EBITDA 489.0 396.5 465.4 418.1 450.7 

Funds from operations (FFO) 409.0 314.3 385.1 345.8 362.8 

Interest expense 115.0 101.2 94.2 85.4 83.0 

Cash interest paid 111.0 98.2 92.2 96.8 84.9 

Cash flow from operations 387.0 464.3 340.1 274.6 363.0 

Capital expenditure 1,027.0 704.0 573.0 548.0 443.7 

Free operating cash flow (FOCF) (640.0) (239.7) (232.9) (273.4) (80.6) 

Discretionary cash flow (DCF) (640.0) (239.7) (232.9) (387.4) (184,0) 

Cash and short-term investments 0.0 0.0 19.0 25.2 13.7 
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Piedmont Natural Gas Co. Inc. 

Table 2 

PiedmOJ)t Natural G<!ii Co.Jnc.--Financial Summary (cont.) 
, ~ ~ " " .. . . ' " .~ " ... 

Industry Sector: Gas 

-Fiscal year ended Dec. 31-

2019 2018 2017 2016 2015 

Gross available cash 0.0 0.0 19.0 25.2 13.7 

Debt 2.833.4 2.312.0 2.364.0 2.119.6 1.866.8 

Equity 2.443.0 2.091.0 1.662.0 1.672.1 1.426.3 

Adjusted ratios 

EBITDA margin {°lo) 35.4 28.8 35.0 34.5 32.9 

Return on capital (0/o) 6.6 5.7 7.7 7.1 9.6 

EBITDA interest coverage (x) 4.3 3.9 4.9 4.9 5.4 

FFO cash interest coverage (x) 4.7 4.2 5.2 4.6 5.3 

Debt/EBITDA (x) 5.8 5.8 5.1 5.1 4.1 

FFO/debt (o/o) 14.4 13.6 16.3 16.3 19.4 

Cash flow from operations/debt (o/o) 13.7 20.1 14.4 13.0 19.4 

FOCF I debt (%) (22.6) (10.4) (9.9) (12.9) (4.3) 

DCF/debt (%) (22.6) (10.4) (9.9) (18.3) (9.9) 

Reconciliation 
Table 3 

Piedmont Natura'.! Gas Co:fac.:-Reconciliation Of Reported Amounts With S&P Global Ratings' Adjusted 
Amounts · · · · • ' , 

" "' ........... " ... .... ~ . 
-Fiscal year ended Dec. 31, 2019-

Piedmont Natural Gas Co. Inc. reported amounts (mil. S) 

S&P Global 
Operating Interest Ratings' adjusted Cash flow from Capital 

Debt EBITDA income expense EB I TD A operations expenditure 

2,860.0 478.0 304.0 87.0 489.0 409.0 1,053.0 

S&P Global Ratings' adjustments 

Cash truces paid 31.0 

Cash interest paid (84.0) 

Reported lease liabilities 27.0 

Operating leases 5.0 1.0 1.0 (1.0) 4.0 

Capitalized interest 26.0 (26.0) (26.0) (26.0) 

Share.based 3.0 
compensation expense 

Asset·retirement 13.4 1.0 1.0 1.0 
obligations 

Nonoperating income 13.0 
(expense) 

Debt: Other (67.0) 

EBITDA: Other 2.0 2.0 
income/(expense) 

Depreciation and (2.0) 
amortization: Other 
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Piedmont Natural Gas Co. Inc. 

Table 3 

Piedmont Natural Gas Co. Iiic.--Reconciliation Of Reported Amounts With S&P Glob.il.RJltings' A\ljust~d · 
Amounts (cont.) · . . . ' ' " ' . , . " 

Total adjustments (26.6) 11.0 15.0 28.0 (80.0) (22.0) (26.0) 

S&P Global Ratings' adjusted amounts 

Interest Funds from Cash flow from Capital 
Debt EBITDA EDIT expense operations operations expenditure 

2,833.4 489.0 319.0 115.0 409.0 387.0 1.027.0 

Liquidity 

AB of Sept. 30, 2020, we assess Piedmont's liquidity as adequate. Piedmont can more than cover its needs for the next 

12 months, even ifEBITDA declines by 10%. We expect the company's liquidity sources over the next 12 months will 

exceed uses by more than l.lx. Our assessment of Piedmont's liquidity also reflects the company's ability to absorb 

high-impact, low-probability events with limited need for refinancing, well-established relationships with banks, a solid 

standing in the credit markets, and manageable debt maturities over the next few years. The short-term rating on 

Piedmont reflects our issuer credit rating on the company. 

Principal liquidity sources 
Credit facility of $600 million; and 

Cash FFO of $484 million. 

Principal liquidity uses 
Maintenance capitai spending of about $400 million over the next 12 months; and 

Long-term debt maturities of $160 million. 

Debt maturities 
2023: $45 million 

2024: $40 million 

2025: $205 million 

Covenant Analysis 

Compliance expectations 

We expect Piedmont to comply with the terms of its covenant agreements throughout our forecast period, even with a 

10% decline in EBITDA. 

Requirements 

Piedmont is part of Duke Energy's master credit facility, which includes a covenant that requires Piedmont's 

total-debt-to-total-capitalization ratio to not exceed 70%. 
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Piedmont Natural Gas Co. Inc. 

Environmental, Social, And Governance 

Piedmont's environmental exposure is in line with other regulated natural gas utility providers, including as it relates to 

methane emissions. This includes the potential for operational or financial risks to arise if regulation governing 

methane emissions become more restrictive. 

Social and governance factors are neutral. Piedmont's record of service reliability could support the company's ability 

to maintain s9cial cohesion. Our views of Piedmont's governance is tied to our views of its parent, Duke Energy. 

Group Influence 

Our rating on Piedmont incorporates our view of the company as a strategically important subsidiary of Duke Energy, 

meaning that we largely view Piedmont as unlikely to be sold and as important to the group's long-term strategy. 

Because we assess Piedmont as not sufficiently insulated from its parent, the issuer credit rating on the company is in 

line with Duke's group credit profile. 

Issue Ratings - Subordination Risk Analysis 

Capital structure 

Piedmont's capital structure consists of nearly $2.9 billion of both short-term and long-term debt. 

Analytical conclusions 

We rate Piedmont's senior unsecured debt the same as our issuer credit rating on the company because it is unsecured 

debt of a qualifying investment-grade regulated utility. The A-2 short-term rating reflects our issuer credit rating on the 

company. 

Ratings Score Snapshot 

Issuer Credit Rating 

BBB+/Stable/ A-2 

Business risk: Excellent 

• Country risk: Very low 

• Industry risk: Very low 

• Competitive position: Excellent 

Financial risk: Intermediate 

• Cash flow /leverage: Intermediate 

Anchor: a+ 

Modifiers 
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Piedmont Natural Gas Co. Inc. 

• Diversification/portfolio effect: Neutral (no impact) 

• Capital structure: Neutral (no impact) 

• Financial policy: Neutral (no impact) 

• Liquidity: Adequate (no impact) 

• Management and governance: Satisfactory (no impact) 

• Comparable rating analysis: Negative(-! notch) 

Stand-alone credit profile : a 

• Group credit profile: bbb+ 

• Entity status within group: Strategically important (-2 notches from SACP) 

Related Criteria 

General Criteria: Group Rating Methodology, July 1, 2019 

General Criteria: Hybrid Capital: Methodology And Assumptions, July 1, 2019 

Criteria I Corporates I General: Corporate Methodology: Ratios And Adjustments, April 1, 2019 

Criteria I Corporates I General: Reflecting Subordination Risk In Corporate Issue Ratings, March 28, 2018 

General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017 

Criteria I Corporates I General: Methodology And Assumptions: Liquidity Descriptors For Global Corporate 
Issuers, Dec. 16, 2014 

Criteria I Corporates I Utilities: Key Credit Factors For The Regulated Utilities Industry, Nov. 19, 2013 

General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013 

General Criteria: Methodology: Industry Risk, Nov. 19, 2013 

Criteria I Corporates I General: Corporate Methodology; Nov. 19, 2013 

Criteria I Corporates I Utilities: Collateral Coverage And Issue Notching Rules For' 1 +' And '1' Recovery Ratings 
On Senior Bonds Secured By Utility Real Property'. Feb. 14, 2013 

General Criteria: Methodology: Management And Governance Credit Factors For Corporate Entities, Nov. 13, 2012 

General Criteria: Principles Of Credit Ratings, Feb. 16, 2011 
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Piedmont Natural Gas Co. Inc. 

Business And Fin~~~i.al 'rusk Matrix 
"~ - - " .. 

Financial Risk Profile 

Business Risk Profile Minimal Modest Intermediate Significant Aggressive Highly leveraged·: 

\ Excellent aaa/aa+ aa a+/a •· bbb bbb-/bb+ 

. Strong aa/aa- a+/a a-/bbb+ bbb bb+ bb 

Satisfactory a/a- bbb+ bbb/bbb- bbb-/bb+ bb b+ 

Fair bbb/bbb- bbb- bb+ bb bb- b 

Weak bb+ bb+ bb bb- b+ b/b-

Vulnerable bb- bb- bb-/b+ b+ b b-

Ratings Detail (As.(iif"Febru~ry 9, 2021)* .. ~ " . - " ~- " -
'. Piedmont Natural Gas Co. Inc. 

' Issuer Credit Rating 

Senior Ull;secµred 

· Issuer Credit Ratings History 

26-Jan-2021 

15-Dec-2020 

20-Nov-2019 

20-May-2019 

05-Feb-2019 

20-Jun-2017 

12-Jan-2017 

, 14-0ct-2016 

Related Entities 

. Cinergy Corp. 

, Issuer Credi~ Rating 

: Duke Energy Carolinas LLC 

! Issuer Credit Rating 

Senior Secured 

Senior Unsecured 

Duke Energy Corp. 

Issuer Credit Rating_ 
Commercial Paper 

Local Currency 

Junior Subordinated 

: Preferred Stock 
· Senior Unsecured 

, Duke Energy Florida, LLC 

· Issuer Credit Rating 

Senior Secured 

' Senior Unsecured 

Duke Energy Indiana Inc. 

_Issue~ .credit R~ting 

WWW.STANDAADANDPOORS.COM/RATINGSOIRECT 

BBB+ /Stable/ A-2 

BBB+ 

BBB+ /Stable/ A-2 

' A-/Negative/ A-2 

A-/ Stable/ A-2 

A-/Negative/ A-2 

A-/Stable/ A-2 

A-/Stable/NR 

A-/ Stable/ A-2 

A-/Negative/ A-2 

A-/Negative/ A-2 

A-/Negative/ A-2 

A 

A-

A-/Negative/A-2 

A-2 

BBB 
BBB 
BBB+ 

A-/Negative/ A-2 

A 

A-

~-/Negative/ A-2 
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Piedmont Natural Gas Co. Inc. 

. . . ~ ..... ~ 

Ratings Detail (A_s.OfFebma,ry.9, 2021)*(con,t,) . • . . . .. · • 

Senior Secured 

Senior Unsecured 

Duk~ ·Energy Kentucky Inc. 

Issuer Credit Rating 

Senior Unsecured 

Duke Energy Ohio Inc. 

Issuer <;;redit Rating 

Senior Secured 

Senior. Unsecured 

Duke Eilergy Progress,.LLC 

' Issuer.Credit Rating 

Preferred Stock 

Senior Secured· 

Senior Unsecured 

Florida Progress Corp. 

Issuer Credit Rating 

Progress Energy Inc. 

Issuer Credit Rating 

Senior Unsecured 

A 

A-

A-/Negative/ A-2 

A-

A-/Negative/ A-2 

A 

A-

A-/Negative/ A-2 

BBB 
A 

A-

A-/Negative/NR 

A-/Negative/NR 

BBB+ 

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings' credit ratings on the global scale are comparable 

across countries. S&P Global Ratings' credit ratings on a national scale are relative to obligors or obligations within that specific country. Issue and 

debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees. 
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Investment Risk Measures

Group of Natural Gas Utility Companies

Value Line4 S&P5 S&P6 Moody's6

Safety Price Earnings Financial S&P2 Quality Bond Bond 
Company Name Rank Beta Stability Predict. Strength Beta Ranking Rating Rating

1 Atmos Energy 1 0.80 95 100 A+ 0.39 A A- A1
2 Chesapeake Utilities 2 0.80 85 95 A 0.39 A NA NA
3 MDU Resources 3 1.10 75 75 B++ 0.79 A- BBB+ NA
4 National Fuel Gas 3 0.85 95 5 B+ 0.74 B BBB- Baa3
5 New Jersey Resources 2 1.00 80 55 A+ 0.54 A NA A1
6 Northwest Natural 3 0.85 85 5 A 0.46 B+ A+ Baa1
7 ONE Gas Inc. 2 0.80 95 100 B++ 0.41 NR BBB+ A3
8 South Jersey Inds. 3 1.05 60 65 B++ 0.87 B+ BBB NA
9 Southwest Gas 3 0.95 80 100 A 0.16 A BBB+ Baa2

10 Spire Inc. 2 0.85 90 50 B++ 0.3 A- A- Baa2
11 UGI Corp. 2 1.00 85 85 B++ 0.99 A NA NA

Average 2.4 0.91 84 67 0.55

Sources:
1Value Line Investment Survey, May 28, 2021.
2. CFRA, S&P Global Market Intelligence, Stock Report, July 17, 2021.
3. S&P Global Market Intelligence, CFRA Stock Report, July 23, 2021.
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DCF MODEL

Value Line1 Historical Value Line Forecast Yahoo3

EPS DPS BPS EPS DPS BPS EPS DPS BPS EPS

Company Yield2 10-Yr 10-Yr 10-Yr 5-Yr 5-Yr 5-Yr 5-Yr4 5-Yr 5-Yr 5-Yr
1 Atmos Energy 2.6 8.0 5.0 7.5 9.0 7.5 10.0 7.0 7.5 10.5 7.2
2 Chesapeake Utilities 1.6 9.5 6.5 9.5 9.0 7.5 11.0 8.5 8.0 6.5 4.7
3 MDU Resources 2.6 0.5 3.0 --- 5.5 4.5 -0.5 10.5 2.5 7.5 7.2
4 National Fuel Gas 3.4 3.5 3.0 1.0 4.0 2.5 -3.0 19.0 4.0 8.5 8.5
5 New Jersery Resources 3.2 6.0 7.0 7.5 5.5 6.5 8.5 2.0 5.5 5.5 6.0
6 Northwest Natural Gas 3.6 -1.5 1.5 1.0 1.5 0.5 --- 5.5 0.5 8.5 3.8
7 One Gas 3.1 --- --- --- 10.0 14.5 3.0 6.5 7.0 10.5 5.0
8 South Jersey inds. 4.9 1.5 6.5 5.5 -1.5 4.0 2.5 11.5 4.5 6.5 4.8
9 Southwest Gas Corp 3.5 7.5 8.5 6.0 5.5 8.0 7.0 9.0 4.5 6.0 4.0

10 Spire 3.6 1.5 4.5 7.0 4.5 6.0 5.5 10.0 4.5 9.0 7.3

11 UGI Corp. 3.0 5.5 8.0 7.0 7.0 7.5 5.5 6.0 4.5 7.0 7.7

Average 3.2 4.8 5.4 5.8 6.2 6.3 6.6 7.7 4.8 7.8 6.0

Average DCF Result 8.0 8.6 9.0 9.4 9.5 9.8 10.9 8.0 11.0 9.2

Sources:
1Value Line Investment Survey, May 28, 2021
2Value Line Investment Survey, Summary and Index, Feb. 5, 2021 through June 23, 2021.
3 Yahoo Finance, Projected Five Year Earnings Estimates, downloaded on June 30, 2021.
4 The 5-Yr. average calculation excludes the 19% growth estimate National Fuel Gas due to unsustainability.

Note:
Average calculation does not include negative values. H
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REGRESSION ANALYSIS OF APPROVED RETURNS ON EQUITY
FOR LOCAL NATURAL GAS DISTRIBUTION UTILITIES

[A] [B] [C]=[A]-[B]

General Rate Case
Gas Utility Moody's Gas Utility
Approved A-Rated Risk

Year ROE1 Bond Yields2 Premium

1 2007 10.22% 6.05% 4.17%
2 2008 10.39% 6.51% 3.88%
3 2009 10.22% 6.04% 4.19%
4 2010 10.15% 5.47% 4.68%
5 2011 9.91% 5.04% 4.87%
6 2012 9.93% 4.13% 5.80%
7 2013 9.68% 4.48% 5.20%
8 2014 9.78% 4.28% 5.50%
9 2015 9.60% 4.12% 5.49%

10 2016 9.53% 3.93% 5.60%
11 2017 9.73% 4.00% 5.73%
12 2018 9.59% 4.25% 5.34%
13 2019 9.72% 3.77% 5.95%
14 2020 9.46% 3.02% 6.45%
15 2021 9.62% 3.15% 6.47%

Average 5.29%

Sources:
1 S&P Global Market Intelligence, Regulatory Research Associates, "Major Rate Case Decisions.

  January - June 2021, July 27, 2021.
2 Moody's Bond Yields with annual data from January, 2007 through June, 2021.
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REGRESSION ANALYSIS OF ALLOWED RETURNS ON EQUITY

FOR LOCAL NATURAL GAS DISTRIBUTION UTILITIES

Regression Statistics
Multiple R 0.925636275
R Square 0.856802513
Adjusted R Square0.845787322
Standard Error 0.001132705
Observations 15

ANOVA
df SS MS F Significance F

Regression 1 9.97981E-05 9.98E-05 77.783716 7.56897E-07
Residual 13 1.66793E-05 1.283E-06
Total 14 0.000116477

Coefficients Standard Error t Stat P-value
Intercept 0.086826205 0.001339326 64.828303 1.038E-17
X Variable 1 0.253513724 0.028744657 8.8195077 7.569E-07

A-Rated

Public Utility
Bond Yield

Feb-21 3.09%
Mar-21 3.44%
Apr-21 3.30%

May-21 3.33%
Jun-21 3.16%
Jul-21 2.95%

Average 3.21%

Predicted Cost of Equity 9.50%

Note:
Predicted Cost of Equity of 9.50% = 0.08688681 + 0.25351372 x 3.21%.
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COMPARABLE EARNINGS ANALYSIS

2015 2016 2017 2018 2019 2020

1 Atmos Energy 9.9% 10.1% 9.8% 9.3% 8.9% 8.6%
2 Chesapeake Utilities 11.1% 10.0% 9.0% 10.9% 10.9% 10.1%
3 MDU Resources 7.3% 9.7% 11.7% 10.5% 11.8% 12.7%
4 National Fuel Gas NMF NMF 16.6% 20.2% 14.5% NMF
5 New Jersey Resources 13.9% 11.8% 12.1% 16.9% 11.3% 10.6%
6 Northwest Natural 6.9% 6.9% NMF 8.8% 7.5% 7.9%
7 ONE Gas Inc. 6.5% 7.4% 8.2% 8.4% 8.5% 8.8%
8 South Jersey Inds. 9.5% 8.0% 8.2% 9.2% 7.2% 9.8%
9 Southwest Gas 8.7% 9.1% 9.6% 8.1% 8.5% 8.7%

10 Spire Inc. 8.7% 8.2% 8.1% 9.5% 7.9% 3.2%
11 UGI Corp. 13.1% 12.6% 12.9% 13.2% 10.8% 13.6%

Average 9.6% 9.4% 10.6% 11.4% 9.8% 9.4%

Average Median
Historical ROEs, 66 observations 10.0% 9.5%

Sources:
1. Value Line Investment Survey, May 28, 2021.
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Summary

Estimated
Cost of Equity

DCF Method
Historical Growth Rates 9.10%
Historical & Forecasted Growth Rates 9.35%
Predicted Growth Rates 9.73%

Risk Premium Method - LDCs 9.50%

Average 9.42%
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Experts Forecast Long-Term Stock 
and Bond Returns: 2019 Edition 
Christine Benz 
Jan 10, 2019 

Savvy investors might view market predictions as pure folly. After all, it's next to 
impossible to predict what the market will return, especially over shorter time 
periods, so why bother?  

It's certainly a mistake to try to predict the market in an effort to determine 
whether, when, and how much to hold in stocks and other asset classes. Even 
professional investors have struggled with tactical asset allocation, casting doubt 
on the ability of individual investors or even financial advisors to outperform 
strategic asset allocation with the approach.  

But the fact is, even long-term, strategically minded investors need some type of 
market-return forecast to craft a financial plan. Without any view on how much 
stocks, bonds, and cash are apt to return, it's impossible to know how much you'll 
need to save and for how long. You can't know whether saving for retirement 
should be your sole financial preoccupation or whether you can hit other goals, 
such as college funding, along the way. To help turn your financial goals into 
reality, it's crucial to make assumptions about what the major asset classes, and 
in turn your own portfolio, are apt to return. That way you can determine how 
much of the heavy lifting for your plan will come from market appreciation and 
how much will have to come from your own contributions.  

To help you arrive at an educated guess of how much the market will contribute 
to the success of your plan, I've been compiling annual looks at return 
expectations from market experts both inside and outside of Morningstar. Note 
that the parameters for these return estimates vary a bit; some of the return 
expectations are inflation-adjusted while others are not (nominal). Some of them 
are quite recent, while others date to earlier in 2018. In addition, some of the 
experts forecast returns for the next decade, while others employ slightly shorter 
time horizons.   

Yet there were some commonalities among many of the forecasts. First, starting 
yields on intermediate-term bonds, historically a good predictor of future returns 
from bonds, suggest that bonds will give U.S. equities a run for their money over 
the next decade. In addition, many of the market forecasts suggest higher returns 
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from non-U.S. stocks, especially emerging markets, than U.S. over the next 
decade.  

Before you take those return forecasts to the bank, however, it's important to 
bear in mind that these return estimates are more intermediate term than they 
are long. As such, they're the most relevant to investors whose time horizons are 
in that ballpark, or to new retirees who face sequence-of-return risk in the next 
decade. Investors with very long time horizons of 20 to 30 years or longer can 
reasonably assume that market returns will run in line with their very long-term 
historic norms: 8% to 10% for stocks and half that amount for bonds. 

BlackRock Investment Institute  
Highlights: 7% nominal (non-inflation-adjusted) return for U.S. large caps over 
the next decade; 9% for non-U.S. large caps; 3.3% for the U.S. Aggregate Bond 
index(December 2018). 

Bond index(December 2018). 

BlackRock Investment Institute's Capital Markets Assumption report is heavy on 
the disclaimers, noting that the assumptions are "not intended as a 
recommendation to invest in any particular asset class or strategy or as a 
promise--or even estimate--of future performance." For each asset class, the firm 
provides a median expected return, as well as "uncertainty bands" depicting 
returns in a range. The firm provides assumptions for conventional asset classes 
as well as nontraditional ones such as hedge funds and private equity.  

BlackRock Investment Institute's 7% median expected return for U.S. stocks put 
it at the high end of our sampling, but its expectation that foreign stocks would 
outperform (9% for foreign large caps) was a common theme across many of the 
firms. Notably, however, BlackRock Investment Institute is less sanguine about 
the prospects for emerging markets than it is for the broad universe of global 
non-U.S. equities, making it something of an outlier among many of the firms in 
our sample.  

John C. Bogle, founder of Vanguard Group  
Highlights: 4%-5% returns for stocks (nominal); 4% nominal returns for bonds 
over the next decade (October 2018). 

In an interview in October (prior to the recent market volatility), the Vanguard 
founder was a bit more optimistic about returns from U.S. stocks over the next 
decade than he had been in previous years. As always, Bogle backs into his  
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https://www.blackrock.com/institutions/en-us/insights/charts/capital-market-assumptions
https://www.morningstar.com/videos/885733/what-jack-bogle-expects-from-the-market.html
https://www.morningstar.com/articles/889553
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return forecast by looking at the equity market's current dividend yield, then 
factors in expected earnings growth and P/E multiple expansion or contraction. 
The S&P 500 currently yields about 2%, and Bogle expected in late October that 
earnings growth would run in the range of 5%. He then gave that 7% expected 
return (the 2% dividend yield plus 5% earnings growth) a haircut to account for 
his expected P/E contraction, bringing his self-described "reasonable 
expectation" for stocks down to between 4% and 5%. To arrive at his 4% return 
expectations for bonds over the next decade, Bogle uses a blend of the starting 
yields for Treasuries and high-quality corporates. 

GMO 

Highlights: negative 4.1% real (inflation-adjusted) returns for U.S. large caps over 

the next seven years; negative 0.2% real returns for U.S. bonds; 4.4% real 

returns for emerging-markets equities; 2.9% real returns for emerging-markets 

debt (November 2018). 

As always, the return expectations from the notoriously pessimistic Grantham 
Mayo Van Otterloo run toward the gloomy side of our collected prognostications. 
The firm expects U.S. large caps and hedged international bonds to post the 
worst performance of all of its major asset classes over the next 7 years: It's 
forecasting negative 4.1% real returns for the former and negative 2.1% real 
returns from dollar-hedged international bonds from developed markets. The firm 
expects U.S. small-cap stocks to perform much better than large, but still 
believes that U.S. small-cap investors will sink into the red on an inflation-
adjusted basis, losing 0.7%.  

Consistent with its recent expectations, the firm is most sanguine about the 
prospects for emerging-markets equities and bonds, forecasting 4.4% real 
returns for emerging-markets equities and 2.9% gains for emerging-markets 
bonds. The firm is more optimistic still for the subset of emerging-markets 
equities it considers emerging markets value stocks, predicting a nearly 8% real 
return for the asset class.  

It's worth noting that the firm's pessimism on U.S. equities and positive outlook 
for emerging markets has cost it on the return front over the past several 
years:  Wells Fargo Absolute Return (WARAX), which GMO manages, has 
recently struggled and earns a Neutral rating from Morningstar's analyst team.  
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https://www.gmo.com/docs/default-source/research-and-commentary/strategies/asset-class-forecasts/gmo-7-year-asset-class-forecast-(nov-2018).pdf?sfvrsn=4
https://www.morningstar.com/funds/xnas/warax/quote
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J.P. Morgan Asset Management 

Highlights: 5.25% return assumption (nominal) for U.S. equities over a 10- to 15-

year horizon; 4.5% nominal return assumption for U.S. investment-grade 

corporate bonds over 10- to 15-year holding period (October 2018). 

J.P. Morgan Asset Management updates its capital return assumptions for major 
asset classes annually, and notes that its assumptions are little changed from 
2018. One of the biggest upward revisions in the firm's return assumptions was in 
the realm of U.S. high-quality corporate bonds, from 3.5% to 4.5%. As with 
several of the other firms, J.P. Morgan Asset Management is more sanguine 
about the prospects for emerging markets equities than developed markets 
stocks; the firm's assumption is for an 8.5% return from the asset class over the 
next 10 to 15 years, a function of lower starting valuations.  

Note that J.P. Morgan Asset Management expresses its return assumptions in 
nominal, rather than inflation-adjusted, terms. However, the firm describes its 
inflation expectations as dovish, meaning that it expects inflation to continue to 
be mild. Additionally, it's important to note that the firm published its report before 
markets took a dive at the end of 2018.  

Morningstar Investment Management 
Highlights: 1.8% 10-year nominal returns for U.S. stocks; 3.3% 10-year nominal 
returns for U.S. bonds (Sept. 30, 2018). 

The headline here is that as of Sept. 30, 2018, Morningstar Investment 
Management expected higher gains from U.S. bonds than U.S. stocks over the 
next decade. As with GMO, however, the outlook is more optimistic for foreign 
equities: MIM expects U.S. holders of international developed equities to earn 
nearly 6% on a nominal (noninflation-adjusted) basis, and U.S. holders of 
emerging-markets equities to earn nearly 7% nominally. Morningstar Investment 
Management provides its latest return expectations in Morningstar Markets 
Observer; the latest issue will be out this month. 

Research Affiliates  
Highlights: 0.7% real returns for U.S. large caps during the next 10 years; 0.5% 
real returns for the Barclays U.S. Aggregate Bond Index (Dec. 31, 2018; 
valuation-dependent model). 

Research Affiliates deserves plaudits for its intuitive and user-friendly scatter plot 
depicting the firm's expectations for 10-year returns and volatility from the major  
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https://am.jpmorgan.com/us/institutional/ltcma-2019-executive-summary
https://www.morningstar.com/content/dam/marketing/shared/pdfs/Research/marketsobserver/MorningstarMarketsObserver_Q42018.pdf?cid=EMQ_
https://interactive.researchaffiliates.com/asset-allocation.html#!/?currency=USD&model=ER&scale=LINEAR&terms=REAL
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can also adjust to see return expectations based on a valuation-focused model 
and one focused on dividends and growth.  

The firm's recent 10-year risk/return expectations suggest that U.S. investors 
relying strictly on U.S. stocks and bonds could be disappointed over the next 
decade: The firm's valuation-dependent model calls for a 0.7% real return for 
U.S. large-cap stocks and 0.5% inflation-adjusted gains for the U.S. Aggregate 
Bond Index. Real return expectations are more encouraging for those two asset 
classes using the firm's "yield and growth" model--3.3% for U.S. large caps and 
0.6% for the U.S. Aggregate Bond Index.  

Like GMO and Morningstar, the firm has higher return expectations from foreign 
stocks and especially emerging markets. Its valuation-dependent model suggests 
a nearly 6% real return over the next decade from the MSCI EAFE index 
(developed markets foreign stocks) and a nearly 8% return from emerging 
markets equities. 

Vanguard  
Highlights: Nominal U.S. equity-market returns in the 3% to 5% range during the 
next decade; 6% to 8% returns for non-U.S. equities; 2.5% to 4.5% expected 
returns for global fixed-income markets (December 2018). 

In its 2019 Economic and Market Outlook, Vanguard's Investment Strategy 
Group wrote that its 10-year return assumptions for global stocks and bonds are 
modestly higher than this time last year. But the firm isn't forecasting blockbuster 
gains from any of the major asset classes. It's expecting U.S. equities to post 
gains in the 3% to 5% range, lower than its forecast for non-U.S. equities (6% to 
8%). Thus, like other firms, it's emphasizing the importance of geographic 
diversification. In contrast with several of the aforementioned firms, however, 
Vanguard calls valuations in emerging markets "stretched." Ditto for valuations in 
the U.S., which Vanguard's economists expect to contract as yields rise over the 
next decade.  

Note that Vanguard expresses its capital markets return assumptions in nominal 
rather than inflation-adjusted terms. However, the report's authors don't see any 
reason for investors to expect runaway inflation.  

Source: 
https://www.morningstar.com/articles/907378/experts-forecast-longterm-stock-and-bond-returns-2 
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https://personal.vanguard.com/pdf/ISGVEMO_2019.pdf
https://www.morningstar.com/articles/907378/experts-forecast-longterm-stock-and-bond-returns-


 

I/A



1 

     

Pag 

Why Market Returns May Be Lower and Global 
Diversification More Important in the Future 
May 3, 2021 

By Veeru Perianan 

Market returns on stocks and bonds over the next decade are expected to 

fall short of historical averages, according to our 2021 estimates.¹This 

article provides a broad overview of the methodology used for calculating 

our capital market return estimates and highlights the importance of 

diversification and staying focused on long-term financial objectives that 

are based on reasonable expectations. 

The main factors behind the lower expectations for market returns are 

historically low interest rates, tepid long-term economic growth 

prospects, and elevated equity valuations. 

The reduced outlook follows an extended period of double-digit returns 

for some asset classes, as shown in the chart below. As such, now may be 

a good time for investors to review, and consider resetting, long-term 

financial goals to ensure that they are based on projections grounded in 

disciplined methodology rather than on historical averages. 
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Curb your expectations 

Total return = price growth plus dividend and interest income. The example does not reflect the effects 
of taxes or fees. Numbers rounded to the nearest one-tenth of a percentage point. Benchmark indexes 
for the asset classes: S&P 500® index (U.S. Large-Cap Stocks), Russell 2000® (U.S. Small-Cap Stocks), 
MSCI EAFE Index® (International Large-Cap Stocks), Bloomberg Barclays U.S. Aggregate Bond Index 
(U.S. Investment-Grade Bonds), and Citigroup 3-Month U.S. Treasury Bill Index (Cash Investments). 
Historical inflation is based on Consumer Price Index for All Urban Consumers, published by U.S. 
Bureau of Labor Statistics. Past performance is no guarantee of future results. 

Source: Charles Schwab Investment Advisory, Inc. Historical data from Morningstar Direct. Data as of 
12/31/2020. 

 Our estimates show that, over the next 10 years, stocks and bonds will 

likely fall short of their historical annualized returns from 1970 to 

December 2020. The estimated annual expected return for U.S. large-

capitalization stocks from January 2021 to December 2030 is 6.6%, for 

example, compared with an annualized return of 10.8% during the 

historical period. Small-capitalization stocks, international large-

capitalization stocks, core bonds, and cash investments also are projected 

to post lower returns through December 2030. We find the same pattern 

with real returns for these investments (i.e., returns after removing the 

effect of inflation). Which suggests that the reasons for this are more 

complex, and rest on the fundamental drivers of economic growth. 
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Expectations of rising inflation have been on many an investor’s mind 

lately. The reasons are understandable, especially due to the Federal 

Reserve’s current accommodative monetary policy as a response to the 

aftereffects of the pandemic on the economy. As the economy opens up 

and demand ramps up ahead of supply chains coming online, there could 

be increased inflationary pressures in the near term, but we do not believe 

this extends to the long term. As the economy readjusts, and we look 

toward the long term, we expect future inflation to remain benign at 2.1%. 

This is based on consensus estimates of leading economists, and is quite 

a bit lower than historical inflation, which has averaged 3.9% since 1970. 

The impact of inflation can be felt across asset classes, but most adversely 

in case of cash and bonds. 

Cash expected returns are expected to remain low. Monetary policy, 

combined with investors’ flight to safety, has caused bond term 

premiums—that is, the difference between the yields earned by locking 

up money over an extended period vs. rolling over a short-term 

instrument (like Treasury bills) for the same period—to turn negative. 

This suggests that bond returns are also likely to remain subdued. 

Here are answers to frequently asked questions about these market 

estimates:
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Why are long-term estimates of returns important? 
A sound financial plan serves as a road map to help investors reach long-

term financial goals. To get there, investors need reasonable expectations 

for long-term market returns. 

Return expectations that are too optimistic, for example, could mislead 

investors to expect their investments to grow at an unrealistically high 

rate. This may cause them to save less, in the hope that their investments 

might grow large enough to fund their retirement or big expenses. But 

when actual returns do not match these expectations, it could lead to a 

delayed retirement or make it difficult to pay for a big expense, such as a 

college education. On the other hand, if return expectations are overly 

pessimistic, too much may be saved in the nest egg at the expense of 

everyday living. 

How do you calculate your long-term forecasts? 

The long-term estimates cover a 10-year time horizon. We take a forward-

looking approach to forecasting returns, rather than basing our estimates 

on historical averages. Historical averages are less useful, as these only 

describe past performance. Forward-looking return estimates, however, 

incorporate expectations for the future, making them more useful for 

making investment decisions. 

For U.S. and international large-cap stocks, we use analyst earnings 

estimates and macroeconomic forecast data to estimate two key cash-flow 

drivers of investment returns: recurring investment income (earnings) 

and capital gains generated by selling the investment at the end of the 
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forecast horizon of 10 years. To arrive at a return estimate, we answer the 

question: What returns would investors make if they bought these assets 

at the current price level to obtain these forecasted future cash flows? 

For U.S. small-capitalization stocks, we forecast the returns by analyzing 

and including the so-called “size risk premium.” This is the amount of 

money that investors in small-capitalization stocks expect to earn over 

and above the returns on U.S. large-capitalization stocks. 

For the U.S. investment-grade bonds asset class, which includes 

Treasuries, investment-grade corporate bonds and securitized bonds, our 

forecast takes into account yield-to-maturity of a risk-free bond, roll-

down return, and a credit risk premium.² We believe the future level of 

return an investor will receive is anchored to a large extent by the yield of 

a 10-year U.S. Treasury bond. Treasury bonds are generally considered to 

be default-risk-free. Aside from this, roll-down return is an additional 

source of return bond fund investors typically earn, as they almost always 

invest in a bond portfolio that is designed to maintain an average 

maturity. For example, a roll-down return occurs when a bond fund 

manager sells a bond whose maturity falls below the average maturity of 

the portfolio. This process typically results in a gain because yields on 

bonds with longer maturities are usually higher than on shorter 

maturities, and because bond prices rise when yields fall. Credit risk 

premium is the return an investor earns for taking on the risk of default, 

as when investing in a relatively riskier bond, such as a corporate bond. 
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Cash investments are very short-term in nature, typically not exceeding 

three months at a given time, and are reinvested at the end of each period 

for as long of a horizon as desired. We assume this horizon to be 10 years 

and estimate the returns from cash investments over this period using a 

term premium model. 

Why do you expect long-term returns to be lower 
than historical averages? 

Three primary factors are behind the forecast for reduced returns: low 

interest rates, low economic growth, and equity valuations. 

 Low interest rates. Lower inflation affects yields on everything
from cash to 30-year Treasury bonds. As noted earlier, inflation is low by 
historical standards and expected to remain so over the next 10 years. 
When the rate of inflation is low, nominal bond yields also have been low. 
That is because bond investors generally do not require as much yield 
premium to compensate for the erosion in buying power that inflation can 
inflict on a portfolio. Nominal bond yields are the yields that investors 
typically notice and does not remove the impact of inflation, as real yields 
do. Current and expected interest rates are much lower than what has 
transpired historically, especially compared to the high-interest-rate 
environment of the 1980s. The Fed has once again started following a 
zero-interest-rate policy in response to the economic fallout due to 
COVID-19. Low yields mean investors earn less from the fixed-income 
portion of their portfolios. 

 Low economic growth. Economic growth and inflation
typically go hand in hand. Strong economic growth typically causes rising 
inflation, as demand grows faster than supply. Inflation induced by 
growth is a good thing, as asset returns also tend to increase. At present, 
while near term economic growth is likely to be robust, as the economy 
opens up (post-pandemic), consensus forecasts of economic growth over 
the long term remain subdued. A measure of economic growth is 
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annual real gross domestic product (GDP) growth. A robust economy is 
fundamental to achieving healthy returns from the financial markets. 
Everything from monetary policy, to interest rates and company earnings 
are linked to this. According to consensus forecasts, economists expect 
2.3% GDP growth per year, on average, over the next 10 years, even after 
accounting for expectations of increased economic activity post-
pandemic. This compares to historical average GDP growth of 3.1% per 
year (since 1948). 

 Equity valuations. Valuations appear to be stretched compared
to last March’s levels. While earnings growth is expected to remain strong 
in the medium term—as the economy starts to get back to normal post-
pandemic—the stock rally since last March has run far ahead of these 
expectations. High stock prices today, without a proportionate increase 
in future earnings, mean lower expected returns going forward. But 
stocks still tend to have higher expected returns than bonds, as they 
generally have higher risks. 

What could lead to higher returns? 

Returns could exceed our expectations if the U.S. economy grows more 

than economists anticipate. Higher-than-expected economic growth 

would likely lead to higher earnings growth, driving stock and bond 

returns higher. An example of the economy growing faster than expected 

occurred from 1990 to 1999. During that period, economists expected 

annual GDP growth of 2.4%, while the U.S. economy grew at a much 

higher rate of 3.4% annually on average. Corresponding returns from U.S. 

large-capitalization stocks were 18.2% on average and core bonds 

averaged 7.7% despite severe market turbulence in 1998. 
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What can investors do now? 

Thanks to the power of compound returns, what investors do (or don't 

do) today can have big implications on their ability to meet their long-

term goals. 

Here are a few things to consider doing. First, if you don't have a long-

term financial plan, now is a good time to put one together. Second, try to 

minimize fees and taxes, particularly in a lower-return environment. And 

last but not least: Build a well-diversified portfolio. 
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Piedmont Natural Gas
Overall Cost of Capital and Capital Structure

            as of May 31, 2021           

Pre-Tax
Weighted Cost of

Amount ($) Ratio     Cost Rate Cost Rate1 Capital2

Long-Term Debt 2,707,488,369    48.81% 4.08% 1.991% 2.002%

Short-Term Debt 36,227,098         0.65% 0.20% 0.001% 0.001%

Common Equity 2,803,794,382    50.54% 9.42% 4.761% 6.216%

Total 5,547,509,849    100.00% 6.75% 8.22%

Pre-Tax Interest Coverage2 4.1

Note:
1. The calculation of the weighted cost rate is rounded to the thousandth place.
2. The pre-tax cost of debt and equity is grossed up by tax retention factors of 0.9944 for debt

   capital and 0.7659 for equity capital.
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Piedmont Natural Gas
Overall Cost of Capital and Capital Structure

      as of May 31, 2021      

Pre-Tax
Weighted Cost of

Amount ($) Ratio Cost Rate Cost Rate1 Capital2

Long-Term Debt 2,707,488,369  47.75% 4.08% 1.948% 1.959%

Short-Term Debt 36,227,098     0.65% 0.20% 0.001% 0.001%

Common Equity 2,803,794,382  51.60% 9.60% 4.954% 6.468%

Total 5,547,509,849  100.00% 6.90% 8.43%

Pre-Tax Interest Coverage2 4.3

Note:
1. The calculation of the weighted cost rate is rounded to the thousandth place.
2. The pre-tax cost of debt and equity is grossed up by tax retention factors of 0.9944 for debt

capital and 0.7659 for equity capital.
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(1) This factor is used to allocate Piedmont 2-state LNG storage plant 

utility account balances (balances in accounts 26XXX) to NC. This 

factor is also used to allocate Piedmont 2-state LNG-related O&M 

expenses to NC; such LNG O&M expenses are charged to 

accounts 0843200, 0843400, 0843500, 0843600, 0843700, 

0843800, 0843900, 0844100, 0845200 and 0846201 
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Appendix A   Curriculum vitae 

KWO-1 CUCA Recommended Overall Rate of 
Return  

KWO-2 DCF Summary of O’Donnell Proxy Group  

KWO-3 Plowback Rations for O’Donnell Proxy 
Group  

KWO-4 Returns on Book Value of O’Donnell Proxy 
Group  

KWO-5 DCF Results of O’Donnell Proxy Group 

KWO-6 DCF Results of Duke Parent Company  

KWO-7 CAPM Results of O’Donnell Proxy Group 
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DCF 7.50% 9.50%
CEA 9.00% 10.00%
CAPM 6.00% 8.00%
Recommendation

Component Capital Structure Ratio (%) Cost Rate (%) Weighted Cost Rate (%)
Long-Term Debt 49.43% 4.09% 2.02%
Short-Term Debt 0.57% 0.47% 0.00%
Common Equity 50.00% 9.00% 4.50%
Total Capitalization 100.00% 6.52%

CUCA Recommended Overall Rate of Return

O'Donnell Financial Analyses ROE Results

9.00%

CUCA Overall Recommendation

Exhibit KWO-1
Docket No. G-9, Sub 781

Direct Testimony of Kevin W. O'Donnell 
Page 1 of  1 
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Company 2019 2020 2021E* 2024E* - 2026E* AVERAGE
Exhibit KWO-2,

Exhibit KWO-5 pg. 2
Atmos Energy 4.6% 4.4% 4.0% 3.5% 4.1%
Chesapeake Utilities 6.5% 6.2% 6.5% 7.5% 6.7%
New Jersey Resources 4.6% 4.3% 4.0% 3.5% 4.1%
NiSource Inc 3.8% 3.7% 2.5% 5.5% 3.9%
Northwest Natural 1.4% 1.7% 2.0% 2.5% 1.9%
ONE Gas Inc 3.8% 3.7% 3.5% 3.0% 3.5%
South Jersey Inds NMF 2.9% 3.0% 5.0% 3.6%
Southwest Gas 3.9% 4.0% 4.0% 5.5% 4.4%
Spire Inc 2.7% NMF 4.0% 3.0% 3.2%
UGI Corp 5.6% 7.0% 8.0% 7.5% 7.0%
AVERAGE 4.1% 4.2% 4.2% 4.7% 4.2%

Duke Energy 2.4% 0.4% 2.0% 3.5% 2.1%

*E = expected
Plowback = Percent retained to common equity
The Value Line Investment Survey: 5/28/2021 (Nat Gas), 5/14/2021 (Electric Utilities East)

O'Donnell Proxy Group
Plowback Ratios
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Company 2019 2020 2021E* 2024E* - 2026E*
Atmos Energy 8.9% 8.6% 8.0% 7.5%
Chesapeake Utilities 10.9% 10.1% 11.0% 12.0%
New Jersey Resources 11.3% 10.6% 10.5% 10.5%
NiSource Inc 9.7% 10.5% 9.0% 11.5%
Northwest Natural 7.5% 7.9% 7.5% 7.0%
ONE Gas Inc 8.8% 8.8% 8.5% 6.5%
South Jersey Inds 7.2% 9.8% 10.0% 11.5%
Southwest Gas 8.5% 8.7% 9.0% 10.0%
Spire Inc 7.9% 3.2% 9.5% 7.5%
UGI Corp 10.8% 13.6% 14.0% 12.5%
AVERAGE 9.2% 9.2% 9.7% 9.7%

Duke Energy 8.3% 6.3% 8.5% 9.5%

*E = expected
The Value Line Investment Survey: 5/28/2021 (Nat Gas), 5/14/2021 (Electric Utilities East)

O'Donnell Proxy Group
Returns on Book Value
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Natural Gas Utility Proxy Comparable Group

30-Yr. Risk-
Free Rate [1]

Average Proxy 
Group Beta 

[2]

Equity Risk 
Premium

Beta Adjusted 
Equity Risk 

Premium

Equity 
Cost Rate

Rounded 
Equity 

Cost Rate

a b c d = b * c = a + d Rnd
Treasury - Maximum 2.99% 0.90 4.25% 3.80% 6.79% 6.8%
Treasury - Average 1.99% 0.90 4.25% 3.80% 5.79% 5.8%
Treasury - Minimum 0.99% 0.90 4.25% 3.80% 4.79% 4.8% LOW

30-Yr. Risk-
Free Rate [1]

Average Proxy 
Group Beta 

[2]

Equity Risk 
Premium

Beta Adjusted 
Equity Risk 

Premium

Equity 
Cost Rate

Rounded 
Equity 

Cost Rate

a b c d = b * c = a + d Rnd
Treasury - Maximum 2.99% 0.90 6.25% 5.59% 8.58% 8.6% HIGH
Treasury - Average 1.99% 0.90 6.25% 5.59% 7.58% 7.6%
Treasury - Minimum 0.99% 0.90 6.25% 5.59% 6.58% 6.6%

Source:
 [1]

 [2] The Value Line Investment Survey: 5/28/2021 (Nat Gas)

Duke

30-Yr. Risk-
Free Rate [1] Duke Beta [2] Equity Risk 

Premium

Beta Adjusted 
Equity Risk 

Premium

Equity 
Cost Rate

Rounded 
Equity 

Cost Rate

a b c d = b * c = a + d Rnd
Treasury - Maximum 2.99% 0.85 4.25% 3.61% 6.60% 6.6%
Treasury - Average 1.99% 0.85 4.25% 3.61% 5.60% 5.6%
Treasury - Minimum 0.99% 0.85 4.25% 3.61% 4.60% 4.6% LOW

30-Yr. Risk-
Free Rate [1] Duke Beta [2] Equity Risk 

Premium

Beta Adjusted 
Equity Risk 

Premium

Equity 
Cost Rate

Rounded 
Equity 

Cost Rate

a b c d = b * c = a + d Rnd
Treasury - Maximum 2.99% 0.85 6.25% 5.31% 8.30% 8.3% HIGH
Treasury - Average 1.99% 0.85 6.25% 5.31% 7.30% 7.3%
Treasury - Minimum 0.99% 0.85 6.25% 5.31% 6.30% 6.3%

Source:
 [1]

 [2] The Value Line Investment Survey: 5/14/2021 (Electric Utilities East)
https://www.treasury.gov/resource-center/data-chart-center/interest-rates/Pages/TextView.aspx?

https://www.treasury.gov/resource-center/data-chart-center/interest-rates/Pages/TextView.aspx?

O'Donnell Proxy Group
CAPM Results

US Treasury Yields, July 2, 2020 through July 2, 2021

US Treasury Yields, July 2, 2020 through July 2, 2021
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DOCKET NO. G-9, SUB 781

Patel Exhibit I

Page 1 of 3

PUBLIC STAFF

SUMMARY OF VOLUME AND BILL ADJUSTMENT

FOR END OF PERIOD

E WEATHER

A NORMALIZATION CUSTOMER GROWTH TOTAL

S BILLS/

RATE O DEMAND VOLUMES ADJUSTMENT TOTAL ADJUSTMENT

SCHEDULE DESCRIPTION N UNITS (DTS) (DTS) (DTS) (BILLS) (DTS) (BILLS) (DTS)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

(5) + (6) (4) + (8) (7) + (9)

101   Residential Service W 3,467,266 24,967,801         5,196,435      30,164,236 48,085 418,330 3,515,351 30,582,566

101   Residential Service S 4,849,056 8,736,958           (173,837)        8,563,121 67,249 118,757 4,916,305 8,681,878

143/101 Exp Motor Vehicle Fuel W -                       -                      -                 -                      -                  -                   -                  -                      

143/101 Exp Motor Vehicle Fuel S -                       -                      -                 -                      -                  -                   -                  -                      

102   Small General Service W 358,613 14,694,162         2,371,941 17,066,103 2,816 133,991 361,429 17,200,094

102   Small General Service S 499,882 7,668,230           30,837 7,699,067 3,925 60,448 503,807 7,759,515

143/102   Exp Motor Vehicle Fuel W 45                        6,927                  -                 6,927                  -                  -                   45                   6,927                  

143/102   Exp Motor Vehicle Fuel S 63                        4,947                  -                 4,947                  -                  -                   63                   4,947                  

152   Medium General Service First 500 dts W 2,504 1,103,883           115,210 1,219,093           85 41,340 2,589 1,260,433           

Over 500 dts W 1,420,122           148,215 1,568,337           53,183 1,621,520           

152   Medium General Service First 500 dts S 3,517 1,220,714           4,688 1,225,402           119 41,554 3,636 1,266,956           

Over 500 dts S 854,792              3,283 858,075              29,098 887,172              

143/152   Exp Motor Vehicle Fuel First 500 dts W -                       -                      -                 -                      -                  -                   -                  -                      

Over 500 dts W -                      -                 -                      -                   -                      

143/152   Exp Motor Vehicle Fuel First 500 dts S -                       -                      -                 -                      -                  -                   -                  -                      

Over 500 dts S -                      -                 -                      -                   -                      

142  Natural Gas Vehicle Fuel - W -                       33,028                -                 33,028                -                  -                   -                  33,028                

Company Premise S -                       45,052                -                 45,052                -                  -                   -                  45,052                

144   Med Gen Transportation Service First 500 dts W -                       -                      -                 -                      -                  -                   -                  -                      

Over 500 dts -                       -                      -                  -                   -                  -                      

First 500 dts S -                       -                      -                 -                      -                  -                   -                  -                      

Over 500 dts -                      -                  -                   -                  -                      

103   Large General Service Demand 175,455 -                  dts 175,455 dts

First 1,500 dts W 387 540,463              -                 540,463              -                  -                   387 540,463

Next 3,000 dts W 472,780              -                 472,780              -                   472,780

Next 9,000 dts W 166,002              -                 166,002              -                   166,002

Next 16,500 dts W 7,041                  -                 7,041                  -                   7,041

Next 30,000 dts W 0 -                 0 -                   0

Over 60,000 dts W 0 -                 0 -                   0

103   Large General Service First 1,500 dts S 553 657,365              -                 657,365              -                  -                   553 657,365

Next 3,000 dts S 420,922              -                 420,922              -                   420,922

Next 9,000 dts S 121,663              -                 121,663              -                   121,663

Next 16,500 dts S 3,058                  -                 3,058                  -                   3,058

Next 30,000 dts S 0 -                 0 -                   0

Over 60,000 dts S 0 -                 0 -                   0

143/103   Exp Motor Vehicle Fuel Demand 8,419                   dts -                  8,419 dts

First 1,500 dts W 15                        22,500                -                 22,500                -                  -                   15                   22,500                

Next 3,000 dts W 29,515                -                 29,515                -                   29,515                

Next 9,000 dts W 24,500                -                 24,500                -                   24,500                

Next 16,500 dts W -                      -                 -                      -                   -                      

Next 30,000 dts W -                      -                 -                      -                   -                      

Over 60,000 dts W -                      -                 -                      -                   -                      

143/103   Exp Motor Vehicle Fuel First 1,500 dts S 21                        31,500                -                 31,500                -                  -                   21                   31,500                

Next 3,000 dts S 45,994                -                 45,994                -                   45,994                

Next 9,000 dts S 40,008                -                 40,008                -                   40,008                

Next 16,500 dts S -                      -                 -                      -                   -                      

Next 30,000 dts S -                      -                 -                      -                   -                      

Over 60,000 dts S -                      -                 -                      -                   -                      

104   Interruptible Service First 1,500 dts W 87 126,290              -                 126,290              -                  -                   87                   126,290              

Next 3,000 dts W 167,195              -                 167,195              -                   167,195              

Next 9,000 dts W 86,368                -                 86,368                -                   86,368                

Next 16,500 dts W -                      -                 -                      -                   -                      

Next 30,000 dts W -                      -                 -                      -                   -                      

Over 60,000 dts W -                      -                 -                      -                   -                      

104   Interruptible Service First 1,500 dts S 121 146,785              -                 146,785              -                  -                   121                 146,785              

Next 3,000 dts S 117,722              -                 117,722              -                   117,722              

Next 9,000 dts S 34,380                -                 34,380                -                   34,380                

Next 16,500 dts S 3,243                  -                 3,243                  -                   3,243                  

Next 30,000 dts S -                      -                 -                      -                   -                      

Over 60,000 dts S -                      -                 -                      -                   -                      

SUBTOTAL 9,182,130 64,021,909 7,696,772 71,718,682 122,278 896,700 9,304,408 72,615,381
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DOCKET NO. G-9, SUB 781

Patel Exhibit I

Page 2 of 3

PUBLIC STAFF

SUMMARY OF VOLUME AND BILL ADJUSTMENT

FOR END OF PERIOD

E WEATHER

A NORMALIZATION CUSTOMER GROWTH TOTAL

S BILLS/

RATE O DEMAND VOLUMES ADJUSTMENT TOTAL ADJUSTMENT

SCHEDULE DESCRIPTION N UNITS (DT) (DT) (DT) (BILLS) (DT) (BILLS) (DT)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

(5) + (6) (4) + (8) (7) + (9)

143/104   Exp Motor Vehicle Fuel First 1,500 dts W -                       -                      -                 -                      -                  -                   -                  -                      

Next 3,000 dts W -                      -                 -                      -                   -                      

Next 9,000 dts W -                      -                 -                      -                   -                      

Next 16,500 dts W -                      -                 -                      -                   -                      

Next 30,000 dts W -                      -                 -                      -                   -                      

Over 60,000 dts W -                      -                 -                      -                   -                      

First 1,500 dts S -                       -                      -                 -                      -                  -                   -                  -                      

Next 3,000 dts S -                      -                 -                      -                   -                      

Next 9,000 dts S -                      -                 -                      -                   -                      

Next 16,500 dts S -                      -                 -                      -                   -                      

Next 30,000 dts S -                      -                 -                      -                   -                      

Over 60,000 dts S -                      -                 -                      -                   -                      

113   Large General Transportation

 Service Demand 1,664,818 dts -                 21,604 1,686,422       dts

First 1,500 dts W 1,463 1,999,261           -                 1,999,261           5 7,500 1,468 2,006,761           

Next 3,000 dts W 2,707,361           -                 2,707,361           15,000 2,722,361           

Next 9,000 dts W 2,984,365           -                 2,984,365           45,000 3,029,365           

Next 30,000 dts W 1,907,877           -                 1,907,877           82,500 1,990,377           

Next 46,500 dts W 1,654,315           -                 1,654,315           70,125 1,724,440           

Over 60,000 dts W 3,001,054           -                 3,001,054           0 3,001,054           

113   Large General Transportation First 1,500 dts S 2,041 2,634,064           -                 2,634,064           7 10,500 2,048 2,644,564           

 Service Next 3,000 dts S 3,185,097           -                 3,185,097           21,000 3,206,097           

Next 9,000 dts S 3,397,313           -                 3,397,313           63,000 3,460,313           

Next 16,500 dts S 2,302,383           -                 2,302,383           113,487 2,415,870           

Next 30,000 dts S 2,100,219           -                 2,100,219           41,590 2,141,810           

Over 60,000 dts S 3,512,795           -                 3,512,795           0 3,512,795           

143/113   Exp Motor Vehicle Fuel

Demand 44,823 dts 600 45,423            dts

First 1,500 dts W 40 59,894                -                 59,894                5                     7,500                45 67,394                

Next 3,000 dts W 90,581                -                 90,581                3,905                94,486                

Next 9,000 dts W 58,028                -                 58,028                -                   58,028                

Next 30,000 dts W 82,500                -                 82,500                -                   82,500                

Next 46,500 dts W 47,512                -                 47,512                -                   47,512                

Over 60,000 dts W -                      -                 -                      -                   -                      

143/113   Exp Motor Vehicle Fuel First 1,500 dts S 56 84,000                -                 84,000                7                     10,500              63 94,500                

Next 3,000 dts S 137,539              -                 137,539              5,467                143,006              

Next 9,000 dts S 87,207                -                 87,207                -                   87,207                

Next 16,500 dts S 115,500              -                 115,500              -                   115,500              

Next 30,000 dts S 79,645                -                 79,645                -                   79,645                

Over 60,000 dts S -                      -                 -                      -                   -                      

114   Interruptible Transportation Service First 1,500 dts W 1,208 1,576,331           -                 1,576,331           5                     7,500 1,213 1,583,831           

Next 3,000 dts W 2,387,296           -                 2,387,296           5,675 2,392,971           

Next 9,000 dts W 3,214,190           -                 3,214,190           (15,281) 3,198,909           

Next 16,500 dts W 2,297,944           -                 2,297,944           (49,500) 2,248,444           

Next 30,000 dts W 2,222,135           -                 2,222,135           (90,000) 2,132,135           

Over 60,000 dts W 1,372,297           -                 1,372,297           (10,161) 1,362,136           

114   Interruptible Transportation Service First 1,500 dts S 1,676 2,239,062           -                 2,239,062           2                     3,000 1,678 2,242,062           

Next 3,000 dts S 3,169,572           -                 3,169,572           (7,055) 3,162,517           

Next 9,000 dts S 3,838,369           -                 3,838,369           (51,955) 3,786,414           

Next 16,500 dts S 2,788,562           -                 2,788,562           (99,000) 2,689,562           

Next 30,000 dts S 2,651,927           -                 2,651,927           (177,209) 2,474,718           

Over 60,000 dts S 1,532,413           -                 1,532,413           (21,443) 1,510,970           

143/114   Exp Motor Vehicle Fuel First 1,500 dts W -                       -                      -                 -                      -                  -                   -                  -                      

Next 3,000 dts W -                      -                 -                      -                   -                      

Next 9,000 dts W -                      -                 -                      -                   -                      

Next 16,500 dts W -                      -                 -                      -                   -                      

Next 30,000 dts W -                      -                 -                      -                   -                      

Over 60,000 dts W -                      -                 -                      -                   -                      

143/114   Exp Motor Vehicle Fuel First 1,500 dts S -                       -                      -                 -                      -                  -                   -                  -                      

Next 3,000 dts S -                      -                 -                      -                   -                      

Next 9,000 dts S -                      -                 -                      -                   -                      

Next 16,500 dts S -                      -                 -                      -                   -                      

Next 30,000 dts S -                      -                 -                      -                   -                      

Over 60,000 dts S -                      -                 -                      -                   -                      

SUBTOTAL 6,484 61,518,608         -                 61,518,608 31                   (8,355) 6,515 61,510,254
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DOCKET NO. G-9, SUB 781

Patel Exhibit I

Page 3 of 3

PUBLIC STAFF

SUMMARY OF VOLUME AND BILL ADJUSTMENT

FOR END OF PERIOD

S

E WEATHER

A NORMALIZATION CUSTOMER GROWTH TOTAL

S BILLS/

RATE O DEMAND VOLUMES ADJUSTMENT TOTAL ADJUSTMENT

SCHEDULE DESCRIPTION N UNITS (DT) (DT) (DT) (BILLS) (DT) (BILLS) (DT)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

(5) + (6) (4) + (8) (7) + (9)

105   Outdoor Gaslight Service Fixtures 5,397 -                 0 -                  dts -                   5,397 0

W 282 3,593 -                 3,593 -                  -                   282 3,593

S 393 5,042 -                 5,042 -                  -                   393 5,042

84,000 dts -                  84,000 dts

T-10  Transportation for Rate 10 W 5 745,667 -                 745,667 -                  -                   5 745,667

T-10  Transportation for Rate 10 S 7 514,826 -                 514,826 -                  -                   7 514,826

 12     Military Installations In Onslow County W -                       -                      -                 -                      -                  -                   -                  -                      

 12     Military Installations In Onslow County S -                       -                      -                 -                      -                  -                   -                  -                      

T-12  Transportation for Rate 12 W -                       -                      -                 -                      -                  -                   -                  -                      

T-12  Transportation for Rate 12 S -                       -                      -                 -                      -                  -                   -                  -                      

Power Generation Contracts W 76 108,791,607 -                 108,791,607 6 8,678,554 82 117,470,161

Power Generation Contracts S 112 140,453,299 -                 140,453,299 -                  16,405,242 112 156,858,541

Special Contracts-Municipal W 16 4,204,171 -                 4,204,171 -                  -                   16 4,204,171

Special Contracts-Municipal S 21 2,847,562 -                 2,847,562 -                  -                   21 2,847,562

Special Contracts-Large Volume W 50 2,023,465 -                 2,023,465 (4) 88,077 46 2,111,542

Special Contracts-Large Volume S 58 2,123,266 -                 2,123,266 5 453,718 63 2,576,984

Special Contracts-Military W 15 608,438 -                 608,438 -                  1,319 15 609,756

Special Contracts-Military S 21 420,018 -                 420,018 -                  4,038 21 424,056

Subtotal 1,056 262,740,952 -                 262,740,952 7 25,630,947 1,063 288,371,899

Subtotal w/o Power Generation 9,189,482 139,036,563 7,696,772 146,733,336 122,310 1,435,497 9,311,793 148,168,832

Total 9,189,670 388,281,469 7,696,772 395,978,242 122,316 26,519,293 9,311,987 422,497,534
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Page 1 of 5

PIEDMONT NATURAL GAS COMPANY, INC.

PUBLIC STAFF END-OF-PERIOD REVENUE LEVEL

Docket G-9, Sub 781

END-OF FACILITIES DEMAND ENERGY MARGIN MINIMUM COMPRESSION INTEGRITY

MONTHLY MONTHLY PERIOD CHARGE CHARGE CHARGE DECOUPLING MARGIN CHARGE MANAGEMENT TOTAL

RATE NUMBER FACILITIES DEMAND VOLUMES RATES REVENUES REVENUES REVENUES ADJUSTMENT AGREEMENT REVENUES RIDER REVENUES REVENUES

SCHEDULE DESCRIPTION SEASON OF BILLS CHARGE CHARGE (DT) ($/DT) ($) ($) ($) ($) ($) ($) ($) ($)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16)

101 Residential Service Winter 3,515,351 $10.00 30,582,566             $12.1423 $35,153,515 $371,342,694 $10,568,439 $22,127,731 $417,064,647

Summer 4,916,305 10.00 8,681,878               $11.6325 $49,163,047 $100,991,950 (606,065) $149,548,931

8,431,656 39,264,445 $84,316,561 $472,334,644 $9,962,374 0 0 $22,127,731 $588,741,309

102 Small General Service Winter 361,429 $22.00 17,200,094 $9.3880 $7,951,429 $161,474,487 $5,506,676 9,014,369               $174,932,592

Summer 503,807 22.00 7,759,515 $8.9902 $11,083,748 $69,759,590 6,353,982 $87,197,320

865,235 24,959,609 $19,035,177 $231,234,077 11,860,658 $271,144,281

143/102 Experimental Motor Vehicle Fuel Winter 45 $22.00 6,927 9.3880 990 65,027 (23091) 42,925

  Small General Service Summer 63 22.00 4,947 8.9902 1,386 44,475 (18967) 26,894

108 11,874 2,376 109,502 (42059) 69,820

152 Medium General Service First 500 dts Winter 2,589 $75.00 1,260,433 $8.5185 $194,168 $10,736,999 $203,932 65,978          1,253,609               10,940,930                   

Over 500 dts Winter 1,621,520 $8.1875 $13,276,193 $262,354 13,538,546                   

2,881,953 $24,013,191 $466,285 24,673,645                   

First 500 dts Summer 3,636 $75.00 1,266,956 $8.4609 $272,720 $10,719,584 $1,036,938

Over 500 dts Summer 887,172 $8.1554 $7,235,244 $726,105 11,756,522                   

7,961,349                     

2,154,128 $17,954,829 $1,763,043 19,990,592                   

Total Rate Schedule 152 6,225 5,036,081 $466,888 $41,968,020 $2,229,329 45,983,823                   

143/152 Experimental Motor Vehicle Fuel First 500 dts Winter 0 $75.00 0 8.5185 0 0 0 0

  Medium General Service Over 500 dts Winter 0 0 8.1875 0 0 0 0

0 0 0 0 0 0

First 500 dts Summer 0 $75.00 0 8.4609 0 0 0 0

Over 500 dts Summer 0 0 8.1554 0 0 0 0

0 0 0 0 0 0

Total Rate Schedule 143/152 0 0 $0 $0 $0 $0

144 Medium General Transportation ServiceFirst 500 dts Winter 0 $75.00 0 5.2685 0 0 0 0

Over 500 dts Winter 0 0 4.9375 0 0 0 0

0 0 0 0 0 0

First 500 dts Summer 0 $75.00 0 5.2109 0 0 0 0

Over 500 dts Summer 0 0 4.9054 0 0 0 0

0 0 0 0 0 0

Total Rate Schedule 144 0 0 $0 $0 $0 $0

142 Natural Gas Vehilce Fuel Winter 0 $22.00 33,028 $9.4934 $0 $313,550 312,322              40,990                    $313,550

Customer Premises Summer 0 22.00 45,052 $9.4934 0 $427,699 427,699

0 78,080 $0 $741,248 $1,094,560

SUBTOTAL - PAGE 1 9,303,225 bills 69,350,088 dts $103,821,002 $0 $746,387,491 $24,010,302 32,436,697.94        $907,033,793
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PIEDMONT NATURAL GAS COMPANY, INC. Page 2 of 5

PUBLIC STAFF END-OF-PERIOD REVENUE LEVEL

Docket G-9, Sub 781

END-OF FACILITIES DEMAND ENERGY MARGIN MINIMUM COMPRESSION INTEGRITY

MONTHLY MONTHLY PERIOD CHARGE CHARGE CHARGE DECOUPLING MARGIN CHARGE MANAGEMENT TOTAL

RATE NUMBER FACILITIES DEMAND VOLUMES RATES REVENUES REVENUES REVENUES ADJUSTMENT AGREEMENT REVENUES RIDER REVENUES REVENUES

SCHEDULE DESCRIPTION SEASON OF BILLS CHARGE CHARGE (DT) ($/DT) ($) ($) ($) ($) ($) ($) ($) ($)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (13) (14) (13)

103 Large General Sales Service Demand Charge $14.95 175,455                  $2,623,045 35,732          102,475                  

First 1,500 dts Winter 387 $350.00 540,463 5.0392 $135,450 2,723,500 2,723,500

Next 3,000 dts Winter 472,780 4.4065 2,083,306 2,083,306

Next 9,000 dts Winter 166,002 4.0653 674,846 674,846

Next 16,500 dts Winter 7,041 3.9170 27,580 27,580

Next 30,000 dts Winter 0 3.8765 0 0

Over 60,000 dts Winter 0 3.4915 0 0

1,186,286 $5,509,231 $5,644,681.48

First 1,500 dts Summer 553 $350.00 657,365                  4.4186 $193,550 $2,904,634 $2,904,634

Next 3,000 dts Summer 420,922                  4.0924 $1,722,582 $1,722,582

Next 9,000 dts Summer 121,663                  3.8484 $468,207 $468,207

Next 16,500 dts Summer 3,058                      3.7344 $11,421 $11,421

Next 30,000 dts Summer -                          3.5663 $0 $0

Over 60,000 dts Summer -                          3.3932 $0 $0

1,203,009               5,106,844                 5,300,394

Total Rate Schedule 103 940 2,389,294 329,000 10,616,076 13,706,327

143/103 Experimental Motor Vehicle Fuel Demand Charge $14.95 8,419                      $125,857 143,569              

  Large General Sales Service First 1,500 dts Winter 15 $350.00 22,500 5.0392 $5,250 113,382 113,382

Next 3,000 dts Winter 29,515 4.4065 130,057 130,057

Next 9,000 dts Winter 24,500 4.0653 99,601 99,601

Next 16,500 dts Winter 0 3.9170 0 0

Next 30,000 dts Winter 0 3.8765 0 0

Over 60,000 dts Winter 0 3.4915 0 0

76,515 $343,040 $348,290

First 1,500 dts Summer 21 $350.00 31,500 4.4186 $7,350 139,186 139,186

Next 3,000 dts Summer 45,994 4.0924 188,225 188,225

Next 9,000 dts Summer 40,008 3.8484 153,966 153,966

Next 16,500 dts Summer 0 3.7344 0 0

Next 30,000 dts Summer 0 3.5663 0 0

Over 60,000 dts Summer 0 3.3932 0 0

117,502                  481,377                    488,727                        

Total Rate Schedule 143/103 36 194,017 12,600 824,417 1,106,442

104 Interruptible Sales Service First 1,500 dts Winter 87 $350.00 126,290 5.3158 $30,450 671,330 30,742                    671,330

Next 3,000 dts Winter 167,195 5.0994 852,592 852,592

Next 9,000 dts Winter 86,368 4.7544 410,629 410,629

Next 16,500 dts Winter 0 4.4772 0 0

Next 30,000 dts Winter 0 4.2196 0 0

Over 60,000 dts Winter 0 4.0008 0 0

379,853 $1,934,552 $1,965,002

First 1,500 dts Summer 121 $350.00 146,785 4.9913 $42,350 732,649 732,649

Next 3,000 dts Summer 117,722 4.5274 532,972 532,972

Next 9,000 dts Summer 34,380 4.4656 153,529 153,529

Next 16,500 dts Summer 3,243 4.3104 13,979 13,979

Next 30,000 dts Summer 0 4.1915 0 0

Over 60,000 dts Summer 0 4.0175 0 0

302,130 $1,433,129 $1,475,479

Total Rate Schedule 104 208 681,983 $72,800 $3,367,680 $3,471,223

143/104 Experimental Motor Vehicle Fuel First 1,500 dts Winter 0 $350.00 0 5.3158 $0 0 0 0

  Interruptible Sales Service Next 3,000 dts Winter 0 5.0994 0 0

Next 9,000 dts Winter 0 4.7544 0 0

Next 16,500 dts Winter 0 4.4772 0 0

Next 30,000 dts Winter 0 4.2196 0 0

Over 60,000 dts Winter 0 4.0008 0 0

0 0 0

SUBTOTAL - PAGE 2 1,184 bills 3,265,293 dts $414,400 $0 $14,808,173 $0 $18,283,992
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PIEDMONT NATURAL GAS COMPANY, INC.

PUBLIC STAFF END-OF-PERIOD REVENUE LEVEL

PUBLIC STAFF END-OF-PERIOD REVENUE LEVEL

END-OF FACILITIES DEMAND ENERGY MARGIN MINIMUM COMPRESSION INTEGRITY

MONTHLY MONTHLY PERIOD CHARGE CHARGE CHARGE DECOUPLING MARGIN CHARGE MANAGEMENT TOTAL

RATE NUMBER FACILITIES DEMAND VOLUMES RATES REVENUES REVENUES REVENUES ADJUSTMENT AGREEMENT REVENUES RIDER REVENUES REVENUES

SCHEDULE DESCRIPTION SEASON OF BILLS CHARGE CHARGE (DT) ($/DT) ($) ($) ($) ($) ($) ($) ($) ($)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16)

143/104 Experimental Motor Vehicle Fuel First 1,500 dts Summer 0 $350.00 0 4.9913 $0 0 0 0

  Interruptible Sales Service Next 3,000 dts Summer 0 4.5274 0 0

Next 9,000 dts Summer 0 4.4656 0 0

Next 16,500 dts Summer 0 4.3104 0 0

Next 30,000 dts Summer 0 4.1915 0 0

Over 60,000 dts Summer 0 4.0175 0 0

0 0 0

0 0 0 0

113 Large General Transportation $0

 Service Demand 2.9500 1,686,422 4,974,945 37,655 765,145                  

First 1,500 dts Winter 1,468 $350.00 2,006,761 1.7892 513,800                3,590,506 3,590,506

Next 3,000 dts Winter 2,722,361 1.1565 3,148,423 3,148,423

Next 9,000 dts Winter 3,029,365 0.8153 2,469,855 2,469,855

Next 16,500 dts Winter 1,990,377 0.6670 1,327,591 1,327,591

Next 30,000 dts Winter 1,724,440 0.6265 1,080,370 1,080,370

Over 60,000 dts Winter 3,001,054 0.2415 724,769 724,769

14,474,358 $12,341,514 $12,855,314

First 1,500 dts Summer 2,048 $350.00 2,644,564 1.1686 $716,800 $3,090,450 $3,090,450

Next 3,000 dts Summer 3,206,097 0.8424 $2,700,831 $2,700,831

Next 9,000 dts Summer 3,460,313 0.5984 $2,070,668 $2,070,668

Next 16,500 dts Summer 2,415,870 0.4844 $1,170,259 $1,170,259

Next 30,000 dts Summer 2,141,810 0.3163 $677,465 $677,465

Over 60,000 dts Summer 3,512,795 0.1432 $503,049 $503,049

17,381,449 $10,212,722 $10,929,522

Minimum Margin Agreement Payments

Total Rate Schedule 113 3,516 31,855,807 1,230,600             $4,974,945 $22,554,236 $29,562,581

143/113 Experimental Motor Vehicle Fuel $0

  Large General Transportation Service Demand 2.9500 45,423 133,999 10,988 1,096,104

First 1,500 dts Winter 45 $350.00 67,394 1.7892 $15,750 120,581 120,581

Next 3,000 dts Winter 94,486 1.1565 109,273 109,273

Next 9,000 dts Winter 58,028 0.8153 47,310 47,310

Next 16,500 dts Winter 82,500 0.6670 55,028 55,028

Next 30,000 dts Winter 47,512 0.6265 29,767 29,767

Over 60,000 dts Winter 0 0.2415 0 0

349,919 $361,959 $377,708.98

First 1,500 dts Summer 63 $350.00 94,500 1.1686 $22,050 110,433 110,433

Next 3,000 dts Summer 143,006 0.8424 120,469 120,469

Next 9,000 dts Summer 87,207 0.5984 52,185 52,185

Next 16,500 dts Summer 115,500 0.4844 55,949 55,949

Next 30,000 dts Summer 79,645 0.3163 25,192 25,192

Over 60,000 dts Summer 0 0.1432 0 0

519,859 $364,228 $386,278.33

Minimum Margin Agreement Payments

Total Rate Schedule 113 108 869,778 $37,800 $133,999 $726,187 $2,005,078

114 Interruptible Transportation First 1,500 dts Winter 1,213 $350.00 1,583,831 1.8932 $424,550 2,998,516 822,409        758,314                  2,998,516

 Service Next 3,000 dts Winter 2,392,971 1.3060 3,125,231 3,125,231

Next 9,000 dts Winter 3,198,909 1.0013 3,203,083 3,203,083

Next 16,500 dts Winter 2,248,444 0.6624 1,489,380 1,489,380

Next 30,000 dts Winter 2,132,135 0.4953 1,056,056 1,056,056

Over 60,000 dts Winter 1,362,136 0.2783 379,089 379,089

12,918,426 $12,251,356 $12,675,905.88

SUBTOTAL - PAGE 3 4,837 bills 45,644,010 dts $1,692,950 $5,108,944 $35,531,779 $44,243,565

Docket G-9, Sub 781
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END-OF FACILITIES DEMAND ENERGY MARGIN MINIMUM COMPRESSION INTEGRITY

MONTHLY MONTHLY PERIOD CHARGE CHARGE CHARGE DECOUPLING MARGIN CHARGE MANAGEMENT TOTAL

RATE NUMBER FACILITIES DEMAND VOLUMES RATES REVENUES REVENUES REVENUES ADJUSTMENT AGREEMENT REVENUES RIDER REVENUES REVENUES

SCHEDULE DESCRIPTION SEASON OF BILLS CHARGE CHARGE (DT) ($/DT) ($) ($) ($) ($) ($) ($) ($) ($)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16)

114 Interruptible Transportation First 1,500 dts Summer 1,678 $350.00 2,242,062 1.20310 $587,300 2,697,436 2,697,436

 Service Next 3,000 dts Summer 3,162,517 0.72720 2,299,797 2,299,797

Next 9,000 dts Summer 3,786,414 0.61380 2,324,119 2,324,119

Next 16,500 dts Summer 2,689,562 0.48210 1,296,651 1,296,651

Next 30,000 dts Summer 2,474,718 0.33740 834,982 834,982

Over 60,000 dts Summer 1,510,970 0.19260 291,020 291,020

15,866,243 $9,744,004 $10,331,304.27

Minimum Margin Agreement Payments

Total Rate Schedule 114 2,891 28,784,669 $1,011,850 $21,995,360 $24,587,933

143/114 Experimental Motor Vehicle Fuel

  Interruptible Transportation

 Service First 1,500 dts Winter 0 $350.00 0 1.8932 $0 0 0

Next 3,000 dts Winter 0 1.3060 0 0

Next 9,000 dts Winter 0 1.0013 0 0

Next 16,500 dts Winter 0 0.6624 0 0

Next 30,000 dts Winter 0 0.4953 0 0

Over 60,000 dts Winter 0 0.2783 0 0

0 0 0

First 1,500 dts Summer 0 $350.00 0 1.2031 $0 0 0

Next 3,000 dts Summer 0 0.7272 0 0

Next 9,000 dts Summer 0 0.6138 0 0

Next 16,500 dts Summer 0 0.4821 0 0

Next 30,000 dts Summer 0 0.3374 0 0

Over 60,000 dts Summer 0 0.1926 0 0

Minimum Margin Agreement Payments 0 0

Total Rate Schedule 143/114 0 0 $0 $0 $0 $0

105 Outdoor Gaslight Service  ( 5,397 fixtures ) Winter 282 $18.93 /fixture 3,593 $102,158

Summer 393 18.93 /fixture 5,042

675 8,635 $0 $102,158 $102,158

T-10 Transportation For $10.00 84,000 $840,000 64,901                    

Military Bases Winter 5 $0.00 745,667 1.44700 $0 $1,078,983 $1,078,983

Summer 7 0.00 514,826 0.53700 0 $276,464 276,464

12 1,260,492 $0 $840,000 $1,355,447 $2,260,348

T-12 Transportation For Military Winter 0 $0.00 0 2.9157 $0 $0 $0 $0

Bases In Onslow County Summer 0 0.00 0 2.3768 $0 $0 $0 $0

0 0 $0 $0 $0 $0

12 Sales For Military Winter 0 $0.00 0 6.1657 $0 $0 $0 $0

Bases In Onslow County Summer 0 0.00 0 5.6268 $0 $0 $0 0

0 0 $0 $0 $0 $0

SUBTOTAL - PAGE 3 2,365 bills 17,135,370 dts $587,300 $0 $11,201,610 $0 $12,693,811
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END-OF FACILITIES DEMAND ENERGY MARGIN MINIMUM COMPRESSION INTEGRITY

MONTHLY MONTHLY PERIOD CHARGE CHARGE CHARGE DECOUPLING MARGIN CHARGE MANAGEMENT TOTAL

RATE NUMBER FACILITIES DEMAND VOLUMES RATES REVENUES REVENUES REVENUES ADJUSTMENT AGREEMENT REVENUES RIDER REVENUES REVENUES

SCHEDULE DESCRIPTION SEASON OF BILLS CHARGE CHARGE (DT) ($/DT) ($) ($) ($) ($) ($) ($) ($) ($)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16)

Special Contracts-Power Generation Winter 82 $0.00 117,470,161 $0 $0 $44,300,413 $44,300,413

Summer 112 $0.00 156,858,541 $61,998,863 $61,998,863

194 274,328,702 $106,299,276 106,299,276

Special Contracts-Municipal Winter 16 $0.00 4,204,171 $0 $0 $4,213,561 $4,213,561

Summer 21 $0.00 2,847,562 $5,484,045 $5,484,045

37 7,051,733 $9,697,606 $9,697,606

Special Contracts-Large Volume Winter 46 $0.00 2,111,542 $0 $0 $1,410,572 $1,410,572

Summer 63 $0.00 2,576,984 $0 $1,720,776 $1,720,776

109 4,688,525 $3,131,348 $3,131,348

Special Contracts-Military Winter 15 $0.00 609,756 $0 $0 $3,708,501 $3,708,501

Summer 21 $0.00 424,056 $0 3,988,097 $3,988,097

36 1,033,812 $0 $7,696,598 $7,696,598

SUBTOTAL - PAGE 5 376 bills 287,102,772 dts $0 $0 $126,824,828 $126,824,828

TOTAL COMPANY 9,311,987 bills 422,497,534 dts $106,515,652 $8,697,845 $934,753,881 $24,010,302 34,158,275             $1,110,660,712

OTHER OPERATING REVENUES $3,030,299

TOTAL OPERATING REVENUES $1,113,691,011

Sales $930,829,224

Transportation $60,703,258

Total Sales & Transportation $991,532,482

Special contracts-Lrg Vol $3,131,348

Electric Gen $106,299,276

Municipal $9,697,606

Sub Total $1,110,660,711

Other Operating Revenue $3,030,299

Total $1,113,691,010

I/A
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PURCHASED GAS EXPENSE

Piedmont Natural Gas, Inc.
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 DAILY DAILY TOTAL NC

NUMBER DEMAND ANNUAL  UNIT MONTHLY ANNUAL NC/SC ANNUAL

Line OF UNITS QUANTITY  COST AMOUNT AMOUNT ALLOCATION AMOUNT

No. DESCRIPTION DAYS (Dts) (Dts)  ($/DT) ($) ($) (%) ($)

1 I.  Commodity Costs:

2 Sales 72,615,382 $3.2500 $235,999,990 100.00% $235,999,990

3 Unaccounted For Gas 1,958,090 3.2500 6,363,791 100.00% 6,363,791

4 Commodity Costs - Power Generation & Special Contracts 1,887,218 1,887,218

5       Total Commodity Gas Cost 74,573,471 244,251,000 $244,251,000

II.  Fixed Costs:

6 Transportation Demand Charges:

Transco:

7 FT Zone 1 to Zone 5: Year Round 365 51,173 18,678,145 0.48232 $750,737 $9,008,843 83.16% $7,491,754

8 FT Zone 2 to Zone 5: Year Round 365 75,254 27,467,710 0.46885 1,073,186 12,878,236 83.16% 10,709,541              

9 FT Zone 3 to Zone 5: Year Round 365 174,589 63,724,985 0.43362 2,302,702 27,632,428 83.16% 22,979,127              

10 FT (Incremental) Zone 1 to Zone 5: Year Round 365 1,095 399,675 0.48232 16,064 192,771 83.16% 160,309                   

11 FT (Incremental) Zone 2 to Zone 5: Year Round 365 1,610 587,650 0.46885 22,960 275,520 83.16% 229,122                   

12 FT (Incremental) Zone 3 to Zone 5: Year Round 365 3,735 1,363,275 0.43362 49,262 591,143 83.16% 491,595                   

13 FT (Peaking Service) Zone 1 to Zone 5: Dec - Feb 90 1,073 96,570 0.87487 7,041 84,486 83.16% 70,259                     

14 FT (Peaking Service) Zone 2 to Zone 5: Dec - Feb 90 1,579 142,110 0.85082 10,075 120,910 83.16% 100,549                   

15 FT (Peaking Service) Zone 3 to Zone 5: Dec - Feb 90 3,662 329,580 0.78792 21,640 259,683 83.16% 215,952                   

16 FT Southeast Expansion Zone 4 to Zone 5: Year Round 365 129,485 47,262,025 0.38126 1,501,593 18,019,120 83.16% 14,984,700              

17 FT Southern Expansion Zone 4 to Zone 5: Nov & Mar 61 65,251 3,980,311 0.38126 126,461 1,517,533 83.16% 1,261,981                

18 FT Southern Expansion Zone 4 to Zone 5: Dec - Feb 90 72,502 6,525,180 0.38126 207,316 2,487,790 83.16% 2,068,846                

19 FT Sunbelt Expansion - Zone 3 to Zone 5: Year Round 365 32,199 11,752,635 0.23815 233,241 2,798,890 83.16% 2,327,557                

20 FT Sunbelt Expansion - Zone 4 to Zone 5: Year Round 365 9,201 3,358,365 0.18245 51,061 612,734 83.16% 509,549                   

21 FT Zone 6 to Zone 6: Year Round 365 13,232 4,829,680 0.12790 51,476 617,716 83.16% 513,693                   

22 FT Zone 6 to Zone 4: Year Round (Leidy Southeast Expansion) 365 100,000 36,500,000 0.55449 1,686,574 20,238,885 83.16% 16,830,657              

23 FT Zone 6 to Zone 5: Year Round (Virgina Southside Expansion) 365 20,000 7,300,000 0.46949 285,606 3,427,277 83.16% 2,850,124                

24 Texas Eastern:

25 FT-1: Nov - Mar 151 5,067 3,825,285 0.20834 159,395 796,976 83.16% 662,765                   

26 Dominion:

27 FT-GSS: Nov - Mar 151 2,666 2,012,830 0.16285 65,557 327,791 83.16% 272,591                   

28 Columbia:

29 Columbia Gulf: FTS: Year Round 365 32,801 11,972,365 0.41849 417,526 5,010,287 83.16% 4,166,555                

30 Columbia Gulf: NTS: Year Round 365 10,000 3,650,000 0.42444 129,100 1,549,200 83.16% 1,288,315                

31 Columbia Gulf: SST: Oct - Mar: 6 Months 182 86,368 15,718,976 0.41960 549,646 6,595,751 83.16% 5,485,027                

32 Columbia Gulf: SST: Apr - Sep: 6 Months 183 43,184 7,902,672 0.41960 276,333 3,297,876 83.16% 2,742,513                

33 Hardy/Columbia:

34 Hardy/Columbia TPS: Year Round 365 68,835 25,124,775 0.41849 876,202 10,514,409 83.16% 8,743,782                

35 Cardinal:

36 FT Zone 1A to Zone 1A: Year Round 365 62,100 22,666,500 0.02549 48,147 577,769 100.00% 577,769                   

37 FT Zone 1A to Zone2: Year Round 365 41,400 15,111,000 0.08102 102,024 1,224,293 100.00% 1,224,293                

38 FT Zone 1A to Zone2: Year Round - Cardinal Expansion 365 149,000 54,385,000 0.08102 367,189 4,406,273 100.00% 4,406,273                

39 East Tennessee:

40 FT-A: Year Round 365 45,000 16,425,000 0.35846 490,635 5,887,620 83.16% 4,896,145                

41 Midwestern:

42 Midwestern FT-A: Year Round 365 20,000 7,300,000 0.06000 36,500 438,000 83.16% 364,241                   

43 Midwestern FT-B: Year Round 365 20,000 7,300,000 0.08650 52,621 631,450 83.16% 525,114                   
44

45 Subtotal - Demand Cost 11,967,870 142,021,660 119,150,698

46

47 Storage Charges:

48 Pine Needle:

49 Pine Needle LNG-1 Capacity 365 263,400 96,141,000 0.07707 617,466 7,409,587 83.16% 6,161,812

50 Transco:

51 General Storage Service (GSS) Demand 365 77,475 28,278,375 0.10548 248,567 2,982,803 83.16% 2,480,499

52 General Storage Service (GSS) Capacity 365 4,293,463 1,567,113,995 0.00063 82,273 987,282 83.16% 821,024

53 Washington Storage Service (WSS) Demand 365 96,069 35,065,185 0.03102 90,644 1,087,722 83.16% 904,550

54 Washington Storage Service (WSS) Capacity 365 9,126,563 3,331,195,495 0.00033 91,608 1,099,295 83.16% 914,173

55 Liquified Natural Gas (LNG) Demand 365 8,643 3,154,695 0.10316 27,120 325,438 83.16% 270,635

56 Liquified Natural Gas (LNG) Capacity 365 44,754 16,335,210 0.01988 27,062 324,744 83.16% 270,057

57 Eminence Storage Service (ESS) Demand 365 150,430 54,906,950 0.02500 114,389 1,372,674 83.16% 1,141,515

58 Eminence Storage Service (ESS) Capacity 365 1,261,622 460,492,030 0.00346 132,775 1,593,302 83.16% 1,324,990

59 Columbia:

60 Columbia Gas FSS Demand 365 86,368 31,524,320 0.12263 322,153 3,865,832 83.16% 3,214,826

61 Columbia Gas FSS Capacity 365 5,137,358 1,875,135,670 0.00221 345,231 4,142,765 83.16% 3,445,124

62 Hardy/Columbia:

63 Hardy HSS Demand 365 70,600 25,769,000 0.16632 357,166 4,285,985 83.16% 3,564,225

64 Hardy HSS Capacity 365 4,950,965 1,807,102,225 0.00237 356,617 4,279,416 83.16% 3,558,762

65 Dominion:

66 Dominion GSS NE Storage Demand 365 13,330 4,865,450 0.06034 24,463 293,559 83.16% 244,123

67 Dominion GSS NE Storage Capacity 365 799,800 291,927,000 0.00097 23,514 282,169 83.16% 234,652

Subtotal - Storage Costs 2,861,048 34,332,573 28,550,967

68

69 Piedmont LNG Capitalization 796,773 83.16% 662,596

71

72 Subtotal - Storage Cost 5,722,096 35,129,346 29,213,563

73

74 Secondary Market Credits          (25,794,317) 100.00% (25,794,317)

75
77

78                             Total Fixed Gas Costs (Demand Charges) 17,689,966 185,689,262 $122,569,944

79

80 III.  Total Gas Cost $29,657,836 $429,940,262 $366,820,944
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Schedule 1

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

SUMMARY OF PUBLIC STAFF ADJUSTMENTS

For The Test Year Ended December 31, 2020

Line 

No. Item

Public Staff Filed 

Amount

1  Application Increase in Revenue Requirement filed by the Company $109,025,725

Public Staff Adjustments:

2 Change in Equity ratio from 52% to 50.54% (6,702,256)

3 Change in cost of long-term debt from 4.09% to 4.08% (236,724)

4 Change in cost of short-term debt from 0.47% to 0.20% (85,115)

5 Change in return on equity from 10.25% to 9.42% (26,412,817)

6 Plant in Service Updates and Related Items at May 31, 2021 (56,741,982)

7 ADIT - updated to May 31, 2021 738,514

8 Design Day Allocation Change (4,006,615)

9 Adjust working capital - Lead Lag 52,150

10 Other working capital - May 31, 2021 updates 541,350

11 Adjustment to end of period revenue - weather and growth and COG (64,774,757)

12 Adjustment to other operating revenues (1,894,144)

13 Adjustment to the Cost of Gas 66,925,077

13 Robeson LNG Adjustment (5,498,027)

14 Special Contract - remove PIS associated with facilities (174,335)

15 Payroll and Related Expenses (2,399,614)

16 Other Benefits (2,782,972)

26 Pension OPEB LTD Expense (826,603)

17 Customer Payment Fees (843,386)

18 Board Expenses (362,778)

19 Executive Compensation (270,911)

20 Incentive Plans (367,921)

21 Rate Case Expenses - 4 year amortization (238,369)

22 Sponsorships & Donations (63,762)

23 Uncollectibles (820,682)

24 Inflation Adjustment -  removed certain expenses and updated rate (719,351)

25 Nonutility Adjustment - O&M and plant (598,751)

27 Deferral: PIM Transmission Costs - update actual expenses @ May 31, 2021, 4 years (883,412)

28 Deferral: Environmental Costs - update actual expenses @ May 31, 2021, 4 years 70,700

29 Deferral: PIM Distribution Costs - update actual expenses @ May 31, 2021, 4 years 1,354,405

30 Deferral EasternNC, 4 year amortization (138,923)

31 Deferred Undercollection of Regulatory Fee, 4 years (55,933)

32 COVID Expense Adjustment - non recurring (958,480)

33 Regulatory Fee Expense 1,067

34 Advertising  - remove promotional, image, competitive, & non-recurring (384,851)

35 Aviation Expense (192,175)

36 Interest on customer deposits (490)

37 Lobbying Expenses (76,553)

38 Amortization of protected EDIT, net of tax 460,637

39 Change in retention factor - Uncollectibles and Regulatory Fee changes (114,747)

40 Adjust cash working capital for revenue impact of Public Staff adjustments (4,995)

41 Rounding (3)

42 Public Staff Adjustments (109,488,533)

43 Public Staff Revenue Requirement Increase ($462,808)

Rider impacts on Public Staff Revenue Requirement:

44 Federal Unprotected EDIT Rider, 3 year remaining flow back ($22,340,624)

45 State EDIT, 1 year remaining flow back (20,483,570)

46 Public Staff Recommended Change in Revenue Requirement due to Riders  (Sum of Lines 48-50) ($42,824,194)

47 Public Staff Recommended Change in Revenue Requirement  for Year 1 ($43,287,001)

54 Public Staff Recommended Change in Revenue Requirement  for Years 2- 3 ($22,803,432)

55 Public Staff Recommended Change in Revenue Requirement for Year 4 ($462,808)
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Piedmont Natural Gas Company, Inc. Perry Exhibit I 

Docket No. G-9, Sub 781 Schedule 1-1

SUPPORT FOR RECONCILIATION SCHEDULE

For The Test Year Ended December 31, 2020

Line  

No. Item Amount

 Plant in Service Updates and Related Items at May 31, 2021

1 Rate base ($43,068,056) [1]

2 Income statement (13,673,926) [2]

3 Total  (L1 + L2) ($56,741,982)

Special Contract Adjustment

4 Rate base ($174,335) [1]

5 Income statement 0 [2]

6 Total  (L4 + L5) ($174,335)

Deferred Environmental

7 Rate base $15,611 [1]

8 Income statement 55,089 [2]

9 Total $70,700

 

 Amortizaton of PIM - T Costs 

10 Rate base ($1,932,390) [1]

11 Income statement 1,048,978 [2]

12 Total  (L4 + L5) ($883,412)

Amortizaton of PIM - D Costs 

25 Rate base $230,143 [1]

26 Income statement 1,124,262 [2]

27 Total $1,354,405

 

 Robeson LNG Adjustment 

13 Rate base ($2,978,750) [1]

14 Income statement (2,519,277) [2]

15 Total  (L4 + L5) ($5,498,027)

 Undercollection of Regulatory Fee

16 Rate base ($2,470)

17 Income statement (53,463) [2]

18 Total ($55,933)

 

 Change in the Design Day Allocation %

19 Rate base ($265,037) [1]

20 Income statement (3,741,578)

21 Total ($4,006,615)

 Amortization FIT- Protected EDIT

22 Rate base $325,301 [1]

23 Income statement 135,336 [2]

24 Total $460,637

Nonutility Adjustment

28 Rate base ($227,324) [1]

29 Income statement (371,427) [2]

30 Total  (L4 + L5) ($598,751)

 

[1] Perry Exhibit I, Schedule 2(a). 

[2] Perry Exhibit I, Schedule 3.
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Perry Exhibit I 

Schedule 1-2

Line 

No. Item Per Company

Public Staff 

Adjustments

After Public Staff 

Adjustments Rate Increase After Rate Increase

(a) (b) (c) (d) (e)

NET OPERATING INCOME FOR RETURN

Operating Revenues:

1 Sales and transportation of gas $1,045,885,591 $64,775,120 $1,110,660,711 ($462,808) $1,110,197,903

2 Other operating revenues 1,136,144 1,894,155 3,030,299 3,030,299

3 Operating revenues, excl special contracts 1,047,021,735 66,669,275 1,113,691,010 (462,808) 1,113,228,201

4 Electric Generation & Special Contract Revenues 0 0 0 0

5 Total operating revenues 1,047,021,735 66,669,275 1,113,691,010 (462,808) 1,113,228,201

6 Cost of gas 303,827,431 62,993,513 366,820,944 366,820,944

7 Margin 743,194,304 3,675,762 746,870,066 (462,808) 746,407,258

Operating Expenses:

8 Operating and maintenance 215,365,324 (10,396,916) 204,968,408 (2,600) $204,965,809

9 Depreciation 171,688,708 (8,326,132) 163,362,576 163,362,576

10 General taxes 41,152,004 (6,757,907) 34,394,096 34,394,096

11 State income tax  (2.5%) 5,531,640 952,601 6,484,241 (11,475) 6,472,766

12 Federal income tax  (21%) 41,241,001 7,801,802 49,042,803 (93,978) 48,948,825

13 Amortization of investment tax credits (28,065) 0 (28,065) (28,065)

14 Amortization of EDIT 0 103,657 103,657 103,657

15 Total operating expenses 474,950,612 (16,622,895) 458,327,716 (108,053) 458,219,663

16 Interest on customer deposits    (895,159) 375 (894,784) (894,784)

17 Net operating income for return $267,348,533 $20,299,032 $287,647,566 ($354,755) $287,292,810

18 RATE BASE

19 Plant in service $7,170,414,094 ($583,468,527) $6,586,945,567 $0 $6,586,945,567

20 Accumulated depreciation (1,676,988,803) 16,139,663 (1,660,849,140) 0 (1,660,849,140)

21 Net plant in service 5,493,425,290 (567,328,864) 4,926,096,427 0 4,926,096,427

22 Working Capital  - Other 95,430,840 5,614,423 101,045,263 0 101,045,263

23 Working Capital  - Lead Lag 66,950,717 634,438 67,585,155 (60,763) 67,524,392

24 Defered Regulatory Assets 50,627,726 50,627,726 50,627,726

25 Deferred Income Taxes (904,324,847) 12,942,014 (891,382,833) 0 (891,382,833)

26 Original cost rate base $4,751,482,000 ($497,510,263) $4,253,971,738 ($60,763) $4,253,910,975

27 Overall Rate of Return on Rate Base 5.63% 6.75% 6.74%

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

STATEMENT OF NET OPERATING INCOME FOR RETURN, RATE BASE AND OVERALL RETURN

For The Test Year Ended December 31, 2020
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Perry Exhibit I 

Schedule 1-3

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

CALCULATION OF GROSS REVENUE EFFECT FACTORS

For The Test Year Ended December 31, 2020

Line 

No. Item

Capital 

Structure Cost Rates

Retention 

Factors

Gross Revenue 

Effect

Composite  

Tax Rate

Net of Tax 

Overall Rate of 

Return 

(a) (b) (c) (d) (e) (f)

Rate Base Factor:

1 Long-term debt 48.81% 4.08% 0.9943824 0.02002698 0.77025 1.53%

2 Short-term debt 0.65% 0.20% 0.9943824 0.00001307 0.77025 0.00%

3 Common equity 50.54% 9.42% 0.7659230 0.06215857 1.00000 4.76%

4 Total  (Sum of L1 thru L3) 100.00% 0.08219862 6.29%

Net Income Factor:

5 Total revenue 1.0000000

6 Uncollectibles 0.0043232

7 Balance  (L5 - L6) 0.9956768

8 Regulatory fee  (L7 x current regulatory fee rate) 0.0012944

9 Balance  (L7 - L8) 0.9943824

10 Less:  State income tax  (L9 x 2.5%) 0.0248596

11 Balance  (L9 - L10) 0.9695228

12 Less:  Federal income tax  (L11 x 21%) 0.2035998

13 Gross up factor  (L11 - L12) 0.7659230
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Perry Exhibit I 

Schedule 2

Company After After

Line   Adjusted Public Staff Public Staff Public Staff Public Staff

No. Item Per Company [1] Adjustments [2] Adjustments [3] Adjustments [5] Adjustments [6]

(a) (b) (c) (d) (e)

  

1 Plant in service $7,170,414,094 (583,468,527)       $6,586,945,567 $6,586,945,567

2 Accumulated depreciation (1,676,988,803) 16,139,663 (1,660,849,140) (1,660,849,140)

3 Net plant in service  (Sum of L1 thru L3) 5,493,425,290 (567,328,864) 4,926,096,427 0 4,926,096,427

4 Working Capital - Other 95,430,840 5,614,423 101,045,263 101,045,263

5 Working Capital  - Lead Lag 66,950,717 634,438 67,585,155 [4] ($60,763) $67,524,392

6 Deferred Regulatory Assets 71,176,810 (20,549,085) 50,627,726 50,627,726

7 Deferred Income Taxes (904,324,847) 12,942,014 (891,382,833) (891,382,833)

8 Original cost rate base  (Sum of L4 thru L7) $4,822,658,812 ($568,687,073) $4,253,971,738 ($60,763) $4,253,910,975

 

 

[1] Bowman Exhibit_(QPB-7), Page 1 of 4, Column (3)

[2] Perry Exhibit I, Schedule 2(a).

[3] Column (a) plus Column (b).

[4] Perry Exhibit I, Schedule 2-2, Column (d).

[5] Perry Exhibit I, Schedule 2-4, Column (k), Line 50.

[6] Column (c) plus Column (d).

Under Present Rates Recommended Increase

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ORIGINAL COST RATE BASE

For The Test Year Ended December 31, 2020

After Public Staff
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Perry Exhibit I 

Piedmont Natural Gas Company, Inc. Schedule 2(a)

Docket No. G-9, Sub 781

ADJUSTMENTS TO RATE BASE

For The Test Year Ended December 31, 2020

Line 

No. Item

Update PIS & 

Acc Dep, May 31, 

2021 [1]

Adjust Other 

Working Capital [2]

Nonutility on 

May 31, 2021 [3]

Special 

Contracts [4]

Robeson LNG 

Plant [5] ADIT Update [6]

ADIT - 

Protected 

EDIT [7]

Design Day 

Allocation 

Change [8] Deferred PIM-T [9]

Deferred 

Environmental 

Costs [10] Deferred PIM-D [11]

Undercollection of 

Regulatory Fee [12]

Adjust WC for 

Lead Lag [13]

Total Rate Base 

Adjustments [14]

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m) (n)

1 Plant in service ($534,857,739) ($4,168,721) ($4,014,753) ($36,608,740) ($3,818,573) ($583,468,527)

2 Accumulated depreciation 10,906,655        1,403,178     1,893,850     370,303           $1,565,676 $16,139,663

3 Net plant in service  (Sum of L1 thru L2) (523,951,084)     -                          (2,765,543)    (2,120,902)    (36,238,438)     -                      -                    (2,252,897)   -                           -                     -                         -                           -                       (567,328,864)    

4 Working Capital - Other 6,585,881 ($971,458) $5,614,423

5 Working Capital  - Lead Lag 634,438 $634,438

6 Deferred Regulatory Asset 0 (23,508,794) 189,922 2,799,836 (30,048) ($20,549,085)

7 Deferred Income Taxes 8,984,509 3,957,505 $12,942,014

8 Original cost rate base  (Sum of L3 thru L6) (523,951,084)     6,585,881           (2,765,543)    (2,120,902)    (36,238,438)     8,984,509        3,957,505      (3,224,355)   (23,508,794)         189,922         2,799,836          (30,048)                634,438            (568,687,073)    

9 Revenue requirement impact ($43,068,056) $541,350 ($227,324) ($174,335) ($2,978,750) $738,514 $325,301 ($265,037) ($1,932,390) $15,611 $230,143 ($2,470) $52,150 ($46,745,293)

[1] Perry Exhibit I, Schedule 2-1. [8] Perry Exhibit I, Schedule 3-6.

[2] Perry Exhibit I, Schedule 2-2. [9] Perry Exhibit I, Schedule 3-9.

[3] Perry Exhibit I, Schedule 2-1 (c). [10] Perry Exhibit I, Schedule 3-11.

[4] Per Sub 743 Rate Case. Information not provided in DR 87-1e CONFIDENTIAL Attachment. [11] Perry Exhibit I, Schedule 3-10.

[5] Per witness Metz. Perry Exhibit I, Schedule 3-5. [12] Perry Exhibit I, Schedule 3-12.

[6] Per May 31, 2021 update. [13] Perry Exhibit I, Schedule 2-4, Column (g), Line 35.

[7] Perry Exhibit II, Schedule 1. [14] Sum of Columns (a) through (p).
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Perry Exhibit I 

Schedule 2-1

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

SUPPORT FOR UPDATED PLANT IN SERVICE

For The Test Year Ended December 31, 2020

Line  

No. Item Amount

 Plant in Service:

1 North Carolina plant in service at May 31, 2021 $6,635,556,354 [1]

2 Less adjusted plant in service per Company 7,170,414,094 [2]

3 Public Staff's adjustment to plant in service  (L1 - L2) ($534,857,739)

 

 Accumulated Depreciation:

4 North Carolina accumulated depreciation at May 31, 2021 ($1,648,318,205) [1]

5 End of period depreciation adjustment on May 31, 2021

plant at Company proposed rates (17,763,943)                [3]

6 Total accumulated depreciation at May 31, 2021 (L4 + L5) (1,666,082,148)

7 Less accumulated depreciation per Company (1,676,988,803) [2]

8 Public Staff's adjustment to accumulated depreciation  (L6 - L7) $10,906,655

Depreciation Expense:

9 Annual depreciation on plant at May 31, 2021 $164,767,210 [1]

10 Reserve Surplus amotization @ May 31, 2021 (456,210) [4]

11 Depreciation Expense per Public Staff 164,311,000

12 Depreciation Expense Per Company 171,688,708 [2]

13 Adjustment per Public Staff ($7,377,708)

Property Taxes

14 Net Plant in Service at May 31, 2021 (L1 + L6) $4,969,474,206

15 North Carolina tax rate $0.00495

16 Adjustment to property taxes for additions (L18 x L19 x L20) 24,594,761

17 Property Tax for additions per Company Application 30,814,164 [5]

18 Public Staff's adjustment to property taxes  (L21 - L22) ($6,219,404)

[1] Per Company Response 110-1 Corrected Attachment.

[2] Per Company G-1 filing, 5_Detail_Plant in Service and Depr Exp.

[3] Per Piedmont per books May 31, 2021 12 ME depreciation expense  minus Line 9.

[4] Per Company.

[5] Revised Per Company, 6 UPDATE_GenTax Adj.

I/A



Piedmont Natural Gas Company, Inc. Perry Exhibit I 

Docket No. G-9, Sub 781 Schedule 2-1 (a)

 CALCULATION OF PLANT IN SERVICE AND

 DEPRECIATION EXPENSE

For The Test Year Ended December 31, 2020

Actual amounts @ May 31, 2021

Joint Corporate NC NC

Joint 3-state "000" Joint 2-state "088" Property Total NC Proposed Proposed Provison for

Line Property 3-State Property 2-State Allocated NC Direct Plant Depreciation Depreciation Depreciation at

No. Item Per Books [1] Allocated [2] Per Books [1] Allocated to NC [5] Per Books [1] 5/31/2021 [6] Rates [7] Rates [8] Proposed Rates [9]

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j)

Allocation Factors 76.53% 91.31% 85.24%

        INTANGIBLE PLANT

1 20100   Organization -$                         -$                         15,171$                       15,171$                       -$                             

2 20200   Franchises and Consents -                           -                           586,786                       586,786                       -                               

3 20300   5 Year Software 59,905,923              45,846,003              45,846,003              -                              45,846,003                  20.00% 9,169,201                    

4 20310  10 Year Software 140,536,818            107,552,827            107,552,827            -                              107,552,827                10.00% 10,755,283                  

5 20300   Miscellaneous Intangible Pl -                           -                           2,444,025                    2,444,025                    -                               

6 20301   Customer Contracts -                           -                           42,900                         42,900                         -                               

7         Total Intangible Plant (Sum of L1 thru L6) 200,442,741            153,398,830            -                           -                           153,398,830            3,088,881                    156,487,711                19,924,483                  

        OTHER STORAGE PLANT

8 26000   Land and Land Rights -                           6,967,666                5,939,238                [3] 5,939,238                24,186                         5,963,425                    0.00% -                               

9 26100   Structures & Improvements -                           58,233,357              49,638,113              [3] 49,638,113              239,551                       49,877,664                  2.02% 1,002,690                    

10 26200   Gas Holders -                           12,998,370              11,079,810              [3] 11,079,810              -                              11,079,810                  1.48% 163,981                       

11 26300   Purification Equipment -                           26,468,997              22,562,173              [3] 22,562,173              -                              22,562,173                  2.46% 555,029                       

12 26310   Liquefaction Equipment -                           23,672,863              20,178,748              [3] 20,178,748              -                              20,178,748                  2.06% 415,682                       

13 26320   Vaporizing Equipment -                           34,775,344              29,642,503              [3] 29,642,503              -                              29,642,503                  3.43% 1,016,738                    

14 26330   Compressor Equipment -                           10,627,474              9,058,859                [3] 9,058,859                -                              9,058,859                    2.51% 227,377                       

15 26340   Measuring & Reg Equipment -                           719,800                   613,557                   [3] 613,557                   -                              613,557                       3.10% 19,020                         

16 26350   Other Equipment -                           9,298,087                7,925,689                [3] 7,925,689                -                              7,925,689                    2.98% 236,186                       

17         Total Other Storage Plant (Sum of L8 thru L16) -                           -                           183,761,958            156,638,693            156,638,693            263,737                       156,902,430                3,636,704                    

        TRANSMISSION PLANT

18 26510   Land and Land Rights -                           -                           -                           -                           37,079,689                  37,079,689                  0.00% -                               

19 26520   Rights-of-Way -                           -                           -                           -                           133,124,872                133,124,872                1.25% 1,664,061                    

20 26610   S&I - Comp Station Struct -                           -                           -                           -                           19,787,461                  19,787,461                  2.10% 415,537                       

21 26620   S&I - M&R Station Str -                           -                           -                           -                           13,629,772                  13,629,772                  2.10% 286,225                       

22 26700   Mains -                           -                           -                           -                           2,639,560,488             2,639,560,488             1.84% 48,567,913                  

23 26701   Mains, Cathodic Protection -                           -                           -                           -                           7,822,902                    7,822,902                    -                               

24 26800   Compressor Station Equip -                           -                           -                           -                           176,430,594                176,430,594                2.85% 5,028,272                    

25 26900   System Meas & Reg Station -                           -                           -                           -                           278,675,745                278,675,745                2.33% 6,493,145                    

26         Total Transmission Plant (Sum of L18 thru L25) -                           -                           -                           -                           -                           3,306,111,523             3,306,111,523             62,455,153                  

        DISTRIBUTION PLANT

27 27400   Non-depr Land & Land Rights -                           -                           63,862                     58,312                     [4] 58,312                     2,401,656                    2,459,968                    0.00% -                               

28 27401   Rights of Way -                           -                           -                           -                           -                           11,822,738                  11,822,738                  1.32% 156,060                       

29 27500   Structures & Improvements - -                           -                           824,052                   752,441                   [4] 752,441                   631,066                       1,383,507                    4.60% 1.70% 45,340                         

30 27600   Mains -                           -                           -                           -                           -                           1,383,406,262             1,383,406,262             1.71% 23,656,247                  

31 27800   System Meas & Reg Station -                           -                           -                           -                           -                           83,765,013                  83,765,013                  1.93% 1,616,665                    

32 27900   Meas & Reg Sta Equip - City -                           -                           -                           -                           -                           97,233,964                  97,233,964                  1.90% 1,847,445                    

33 28000   Services -                           -                           -                           -                           -                           815,679,522                815,679,522                2.78% 22,675,891                  

34 28100   Meters 7,796,702                5,966,816                100,076                   91,380                     [4] 6,058,196                92,504,322                  98,562,518                  4.50% 2.90% 2,955,244                    

35 28104   Meters - Meter Accessories -                           -                           1,980,582                1,808,470                1,808,470                -                              1,808,470                    14.46% 261,505                       

36 28105   Meters - Meter Acc, ERTs 17,157,650              13,130,749              -                           -                           13,130,749              31,234,584                  44,365,333                  14.46% 3.46% 2,979,423                    

37 28200   Meter Installations -                           -                           -                           -                           -                           57,884,651                  57,884,651                  3.28% 1,898,617                    

38 28300   House Regulators -                           -                           -                           -                           -                           12,526,839                  12,526,839                  2.96% 370,794                       

39 28400   House regulator installations -                           -                           -                           -                           -                           477,867                       477,867                       3.40% 16,247                         

40 28500   Ind Meas & Reg St Equip -                           -                           -                           -                           -                           43,502,633                  43,502,633                  1.63% 709,093                       

41 28600   Other Prop on Cust Premises -                           -                           -                           -                           -                           743,304                       743,304                       1.50% 11,150                         

42 28700   Other Equipment - Other -                           -                           -                           -                           -                           43,672                         43,672                         2.29% 1,000                           

43         Total Distribution Plant (Sum of L27 thru L42) 24,954,352              19,097,566              2,968,572                2,710,603                21,808,169              2,633,858,092             2,655,666,261             59,200,721                  

        GENERAL PLANT

44 28900   Non-depr Land & Land Rights -                           -                           -                           -                           -                           3,828,965                    3,828,965                    0.00% 0.00% -                               

45 29000   Structures and Improvements 6,083,092                4,655,390                215,747                   196,998                   [4] 4,852,388                123,427,274                128,279,663                2.10% 2.00% 2,570,446                    

46 29410   CNG Station Equipment 2,908                       2,225                       -                           2,225                       20,909,414                  20,911,639                  4.08% 3.90% 815,558                       

47 29600   Power Operated Equipment -                           -                           861,228                   786,387                   [4] 786,387                   12,478,819                  13,265,206                  3.71% 3.28% 438,480                       

48 29210   Pass. Cars & Sta Wagons -                           -                           -                           2,402,657                    2,402,657                    0.00% 11.76% 282,525                       

29240    Transportation- 3 Year Meter 353,841                   908,190                       908,190                       18.07% 18.07% 164,110                       

49 29201   Transportation - 5 Year Rural Use 316,861                   242,494                   -                           242,494                   14,406,273                  14,648,767                  15.40% 12.82% 1,884,636                    

50 29202   Transportation - 7 Year Urban Use 1,042,825                798,074                   380,714                   347,630                   [4] 1,145,704                39,004,407                  40,150,111                  8.83% 7.54% 3,042,098                    

51 29203   Transportation - 10 Year Heavy Duty 776,988                   594,629                   225,057                   205,500                   [4] 800,129                   10,637,201                  11,437,329                  7.29% 6.14% 711,429                       

52 29204   Transportation - 15 Year Trailers & Other 21,889                     16,751                     5,636                       5,146                       [4] 21,898                     1,959,622                    1,981,520                    4.94% 4.58% 90,767                         

53 29200   Transportation Equipment -                           -                           -                           -                           -                           -                              0.00% 18.07% -                               

###    Total General Plant Depreciated (Sum of L44 thru L54) 8,598,403                6,309,563                1,688,381                1,541,661                7,851,224                229,962,822                237,814,046                10,000,049                  

### 29001   S&I - Leasehold Impr 8,553,881                6,546,285                -                           -                           6,546,285                29,791                         6,576,076                    4.76% 311,603                       

### 29100   Office Furniture and Equipm 10,614,606              8,123,358                116,574                   106,443                   [4] 8,229,801                15,406,711                  23,636,512                  5.00% 5.00% 1,181,826                    

### 29101   Electronic Data Processing 2,020,090                1,545,975                -                           -                           1,545,975                -                              1,545,975                    -                               

### 29102   PC Equipment 29,353,389              22,464,149              -                           -                           22,464,149              107,158                       22,571,307                  20.00% 4,492,830                    

### 29103   Customer Information System 17,721,735              13,562,444              -                           -                           13,562,444              -                              13,562,444                  5.00% 678,122                       

### 29105   SaaS - 3 yr Contract 208,452                   159,528                   -                           -                           159,528                   -                              159,528                       -                               

### 29300   Stores Equipment -                           -                           -                           -                           -                           3,385                           3,385                           5.00% 169                              

### 29400   Tools, Shop & Garage Equip 3,291,086                2,518,668                445,171                   406,486                   [4] 2,925,154                17,404,274                  20,329,428                  5.00% 5.00% 1,016,471                    

### 29500   Laboratory Equipment -                           -                           346,475                   316,367                   [4] 316,367                   807,436                       1,123,802                    5.00% 5.00% 56,190                         

### 29700   Communication Equipment 24,526,592              18,770,201              1,224,563                1,118,149                [4] 19,888,350              8,610,201                    28,498,550                  5.56% 5.56% 1,584,519                    

### 29800   Miscellaneous Equipment 326,800                   250,100                   59,703                     54,515                     [4] 304,615                   4,262,762                    4,567,376                    5.00% 5.00% 228,369                       

###         Total General Plant Amortized (Sum of L56 thru L72) 96,616,631              73,940,708              2,192,487                2,001,960                75,942,667              46,631,716                  122,574,383                9,550,100                    

### Total updated Plant In Service per Public Staff 

###          (L7 + L17 + L26 + L43 + L55 + L73) 330,612,127$          252,746,667$          190,611,398$          162,892,916$          415,639,583$          6,219,916,771$           6,635,556,354$           164,767,210$              

   

[1] Updated Plant In Service through May 31, 2019, per DR 20-2 UPIS update_annualized depr exp 5-31-19.xls. [6] Column (e) + Column (f).

[2] Column (a) x 3-state allocator of 75.99%. [7] Recommended rates from Appendix B - Corporate Comparison of Depreciation Rates  Final.

[3] Column (c) x 2-state LNG allocator of 85.24%. [8] Recommended rates from Appendix B - NC Comparison of Depreciation Rates  Final.

[4] Column (c) x 2-state Non-LNG allocator of 90.25%. [9] Column (e) x Column (h) + Column (f) x Column (i).

[5] Column (b) + Column (d).

I/A



Piedmont Natural Gas Company, Inc. Perry Exhibit I 

Docket No. G-9, Sub 781 Schedule 2-1 (b)

CALCULATION OF ACCUMULATED DEPRECIATION

For The Test Year Ended December 31, 2020

Actual amounts @ May 31, 2021

Joint

3-State 2-State Property Total NC

Line Before Before Allocated NC Direct Accum. Depr.

No. Item Allocated [1] Allocated [1] to NC Per Books [1] 6/30/2019 [4]

(a) (b) (c) (d) (e)

76.53% 91.31%

85.24%  

        INTANGIBLE PLANT  

1 20100   Organization $18,626,931 $0 $14,255,190 $2,444,025 16,699,215$                  

2 20200   Franchises and Consents 69,356,769                -                           53,078,735                -                                 53,078,735

3 20200 - NC NCNG Fr. & Consent-47106 -                             -                           -                             15,171                           15,171

4 20300   Miscellaneous Intangible Plant -                             -                           -                             586,786                         586,786

5 20301   Customer Contracts -                             -                           -                             42,900                           42,900

6         Total Intangible Plant (Sum of L1 thru L5) 87,983,700 0 67,333,926 3,088,881 70,422,807

        OTHER STORAGE PLANT

7 26000   Non-depr Land & Land Rights -                             -                           -                             -                                 0

8 26100   S&I -                             8,238,504                7,022,501                  [2] -                                 7,022,501

9 26200   Gas Holders -                             10,666,079              9,091,765                  [2] -                                 9,091,765

10 26300   Purification Equipment -                             3,378,985                2,880,247                  [2] -                                 2,880,247

11 26310   Liquefaction Equipment -                             3,954,257                3,370,609                  [2] -                                 3,370,609

12 26320   Vaporizing Equipment -                             7,056,711                6,015,140                  [2] -                                 6,015,140

13 26330   Compressor Equipment -                             1,906,229                1,624,869                  [2] -                                 1,624,869

14 26340   M&R Equipment -                             78,942                     67,290                       [2] -                                 67,290

15 26350   Other Equipment -                             2,074,337                1,768,165                  [2] -                                 1,768,165

16         Total Other Storage Plant (Sum of L7 thru L15) 0 37,354,044 31,840,587 0 31,840,587

        TRANSMISSION PLANT

17 26510   Non-depr Land -                             -                           -                             -                                 0

18 26520   Land Rights -                             -                           -                             22,736,334                    22,736,334

19 26610   S&I - Comp Station Struct -                             -                           -                             (26,078,120)                   (26,078,120)

20 26620   S&I - M&R Station Str -                             -                           -                             (19,238,757)                   (19,238,757)

21 26700   Mains -                             -                           -                             317,948,811                  317,948,811

22 26701   Mains, Cathodic Protection -                             -                           -                             474,715                         474,715

23 26800   Compressor Station Equip -                             -                           -                             77,422,717                    77,422,717

24 26900   System Meas & Reg Station -                             -                           -                             51,213,146                    51,213,146

25         Total Transmission Plant (Sum of L17 thru L24) 0 0 0 424,478,847 424,478,847

        DISTRIBUTION PLANT

26 27400   Non-depr Land -                             -                           -                             0

27 27401   Land Rights -                             -                           -                             2,552,099                      2,552,099

28 27500   S&I -                             402,570                   367,587                     [3] 386,229                         753,815

29 27600   Mains -                             -                           -                             445,199,795                  445,199,795

30 27600   NC Cathodic Protect.-47106 -                             -                           -                             -                                 0

31 27800   M&R Station Equipment -                             -                           -                             7,508,485                      7,508,485

32 27900   M&R City Gate Equipment -                             -                           -                             11,036,097                    11,036,097

33 28000   Services -                             -                           -                             400,281,091                  400,281,091

34 28100   Meters (10,826,128)               589,746                   (7,746,739)                 [3] 43,356,289                    35,609,550

35 28104   Meters - Meter Accessories -                             1,316,227                1,201,847                  [3] -                                 1,201,847

36 28105   Meters - Meter Acc, ERTs 11,271,134                -                           8,625,799                  [3] 27,391,211                    36,017,010

37 28200   Meter Installations -                             -                           -                             11,868,181                    11,868,181

38 28300   House Regulators -                             -                           -                             5,453,663                      5,453,663

39 28400   House Regulator Installatio -                             -                           -                             80,997                           80,997

40 28500   Industrial M&R Station Equip -                             -                           -                             16,413,037                    16,413,037

41 28600   Other Property on Customer Premises -                             -                           -                             688,021                         688,021

42 28700   Other Equipment -                             -                           -                             18,624                           18,624

43         Total Distribution Plant (Sum of L26 thru L42) 445,005 2,308,543 2,448,493 972,233,819 974,682,312

        GENERAL PLANT

44 28900   Non-depr Land -                             -                           -                             68                                  68

45 29000   S&I (1,723,630)                 11,280                     (1,308,795)                 [3] 22,023,837                    20,715,043

46 29600   Power Operated Equipment 621,015                   567,049                     [3] 5,185,329                      5,752,377

47 29410   CNG Station Equipment 960                            -                           735                            4,917,828                      4,918,563

48 29200   Transportation Equipment - 3 Year -                           -                             [3] 447,809                         447,809

49 29201   Transportation - 5 Year Rural Use 134,467                     -                           102,908                     10,270,866                    10,373,774

50 29202   Transportation - 7 Year Urban Use 112,186                     279,679                   341,231                     20,460,127                    20,801,357

51 29203   Transportation - 10 Year Heavy Duty 496,615                     205,189                   567,417                     5,961,405                      6,528,822

52 29204   Transportation - 15 Year Trailers & Other 258,939                     4,784                       202,534                     675,337                         877,871

53 29210   Pass. Cars & Sta Wagons 16,421                       -                           12,567                       2,178,255                      2,190,822

54 292.11 Gas NC Light Trucks1/2 3/4 T 12,242                       -                           9,369                         553,843                         563,212

55 292.12 Gas NC Med Truck1&1 1/2 Ton -                             -                           -                             0

56 292.13 Gas NC Trucks 2 tons & over -                             -                           -                             3,232                             3,232

57 292.18 Gas NC Trailer -                             -                           -                             5,916                             5,916

58 29200   Transportation Equipment - 3 Year Meter Reading -                             -                           -                             0

59 29204   Trans Equip - Leased Buyout -                           -                             [3] (2)                                   (2)

60    Total General Plant Depreciated (Sum of L44 thru L59) (691,801) 1,121,947 495,014 72,683,850 73,178,864

61 29001   Leasehold Improvements 4,870,675                  -                           3,727,528                  [3] 29,404                           3,756,931

62 29001   NC CNG Structures-47106 4,773,044                  -                           3,652,810                  3,863,356                      7,516,167

63 29100   Office Furniture and Equipm 11,098                       3,062                       11,289                       [3] 11,289

64 29101   C3 Mainframe Equip Gov -                           -                             [3] -                                 0

65 29101   C3 Mainframe Equip. Gov Special -                           -                             -                                 0

66 29102   PC Equipment (Computer Processing Hardware) 18,230,591                -                           13,951,871                [3] 8,520                             13,960,391

67 29103   Customer Information System 26,866,037                -                           20,560,578                [3] -                                 20,560,578

68 29104   Client Service Applications 135,790                     -                           103,920                     [3] -                                 103,920

69 29105   SaaS - 3 yr Contract 208,334                     -                           159,438                     [3] -                                 159,438  

70 29300   Stores Equipment (12,879)                    (11,760)                      [3] 3,329                             (8,431)

71 29400   Tools, Shop & Garage Equip 1,793,469                  117,230                   1,479,585                  [3] 8,200,960                      9,680,545

72 29500   Laboratory Equipment 107,600                   98,250                       [3] 593,469                         691,719

73 29700   Communication Equipment Gov 13,418,332                340,693                   10,580,137                4,440,181                      15,020,318

74 29700   C3 Communicat. Equip -                             -                             [3] 0

75 29800   Miscellaneous Equipment Gov 24,980                       17,640                     35,224                       2,226,698                      2,261,922  

76 29800   C3 Misc Equipment -                             [3] 0

77         Total General Plant Amortized (Sum of L61 thru L76) 70,332,349 573,347 54,348,870 19,365,918 73,714,788

78 Total updated Accumulated Depreciation per Public Staff 

79          (L6 + L16 + L25 + L43 + L60 + L77) 158,069,254$            41,357,880$            156,466,890$            1,491,851,315$             1,648,318,205$             

[1] Updated Accumulated Depreciation through May 31, 2021 per DR 22-2 Updated.

[2] Column (b) x 2-state LNG allocator + Column (a) x 3-state allocator.

[3] Column (b) x 2-state Non-LNG allocator + Column (a) x 3-state allocator.

[4] Column (c) + Column (d).
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Piedmont Natural Gas Company, Inc. Perry Exhibit I 

Docket No. G-9, Sub 781 Schedule 2-1 (c)

ADJUSTMENT OF PLANT RELATED ITEMS TO

NON UTILITY OPERATIONS

For The Test Year Ended December 31, 2020

Balances at June  30 2019

Corporate NC Direct Total Corporate NC Direct Total

Utility Utility Utility Total Utility Utility Utility  Corporate NC Total

Line Acct. Plant In Plant In Plant In Accumulated Non Utility Plant In Plant In Plant In Accumulated Depreciation Expense Depreciation Expense Depreciation Expense

No. No. Item Service [1] Service [2] Service [3] Depreciation [4] % [5] Service [6] Service [7] Service [8] Depreciation [9] % [10] % [11] Amount [12]

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l)
1 28900 28900   Non-depr Land & Land Rights 0 3,828,965 3,828,965 68 1.1638% 0 44,562 44,562 1 0.00% 0.00% 0
2 29000 29000   Structures and Improvements 4,852,388 123,427,274 128,279,663 20,715,043 1.1638% 56,472 1,436,455 1,492,928 241,083 2.10% 2.00% 29,915
3 29410 29410   CNG Station Equipment 2,225 20,909,414 20,911,639 4,918,563 1.1638% 26 243,345 243,371 57,243 4.08% 3.90% 9,492
4 29600 29600   Power Operated Equipment 786,387 12,478,819 13,265,206 5,752,377 1.1638% 9,152 145,229 154,381 66,947 3.71% 3.28% 5,103
5 29210 29210   Pass. Cars & Sta Wagons 0 2,402,657 2,402,657 2,190,822 1.1638% 0 27,962 27,962 25,497 0.00% 11.76% 3,288
6 29201 29201   Transportation - 5 Year Rural Use 242,494 14,406,273 14,648,767 10,373,774 1.1638% 2,822 167,661 170,483 120,731 15.40% 12.82% 21,934
7 29202 29202   Transportation - 7 Year Urban Use 1,145,704 39,004,407 40,150,111 20,801,357 1.1638% 13,334 453,936 467,270 242,088 8.83% 7.54% 35,404
8 29203 29203   Transportation - 10 Year Heavy Duty 800,129 10,637,201 11,437,329 6,528,822 1.1638% 9,312 123,796 133,108 75,983 7.29% 6.14% 8,280
9 29204 29204   Transportation - 15 Year Trailers & Other 21,898 1,959,622 1,981,520 877,871 1.1638% 255 22,806 23,061 10,217 4.94% 4.58% 1,056
10 29200 29200   Transportation Equipment 0 0 0 447,809 1.1638% 0 0 0 5,212 0.00% 18.07% 0
11 29001 29001   S&I - Leasehold Impr 6,546,285 29,791 6,576,076 3,756,931 1.1638% 76,186 347 76,533 43,723 4.76% 3,626
12 29100 29100   Office Furniture and Equipm 8,229,801 15,406,711 23,636,512 11,289 1.1638% 95,779 179,304 275,083 131 5.00% 5.00% 13,754
13 29101 29101   Electronic Data Processing 1,545,975 0 1,545,975 0 1.1638% 17,992 0 17,992 0 0
14 29102 29102   PC Equipment 22,464,149 107,158 22,571,307 13,960,391 1.1638% 261,439 1,247 262,686 162,472 20.00% 52,288
15 29103 29103   Customer Information System 13,562,444 0 13,562,444 20,560,578 1.1638% 157,841 0 157,841 239,285 5.00% 7,892
16 29300 29300   Stores Equipment 0 3,385 3,385 (8,431) 1.1638% 0 39 39 (98) 5.00% 2
17 29400 29400   Tools, Shop & Garage Equip 2,925,154 17,404,274 20,329,428 9,680,545 1.1638% 34,043 202,552 236,595 112,663 5.00% 5.00% 11,830
18 29700 29700   Communication Equipment 19,888,350 8,610,201 28,498,550 0 1.1638% 231,462 100,206 331,668 0 5.56% 5.56% 18,441

19 29800 29800   Miscellaneous Equipment 304,615 4,262,762 4,567,376 0 1.1638% 3,545 49,610 53,155 0 5.00% 5.00% 2,658

20 Total plant-related nonutility adjustment  (Sum of L1 thru L20) $83,317,997 $274,878,913 $358,196,910 $120,567,810 $969,661 $3,199,060 $4,168,721 $1,403,178 $224,962

[1] Perry Exhibit I, Schedule 1-1, Column (e) [7] Column (b) * Column (e)

[2] Perry Exhibit I, Schedule 1-1, Column (f) [8] Column (f) + Column (g)

[3] Column (a) + Column (b)  [9] Column (d) * Column (e)  

[4] Perry Exhibit I, Schedule 1-2, Column (e)  [10] Perry Exhibit I, Schedule 1-1, Column (h)

[5] Perry Exhibit I, Schedule 3-19. [11] Perry Exhibit I, Schedule 1-1, Column (i)

[6] Column (a) * Column (e) [12] Column (f) * Column (j)+Column (g) * Column (k)

Allocable To Non Utility
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Perry Exhibit I 

Schedule 2-2

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO WORKING CAPITAL COMPONENTS

For The Test Year Ended December 31, 2020

Test Year Company After Public Staff Amount

Line Per Ratemaking Company Working Captial Per

No. Item Company  [1] Adjustments [2] Adjustments [3] Adjustments [4] Public Staff [5]

(a) (b) (c) (d) (e)

Lead Lag Study

1 Lead Lag Study $42,845,319 24,105,398 $66,950,717 $634,438 $67,585,155 [6]

 Average materials and supplies:

2 Operating and construction supplies 6,786,081 ($2,014) 6,784,067 $2,416,611 $9,200,678

3 Natural gas stored 35,707,698 62,836 35,770,534 1,428,022 $37,198,556

4             Totals (L2 + L3) 42,493,779 60,822 42,554,601 3,844,633 46,399,234

    

 Cash working capital:    

5 Fleet & Other Overheads 494,728 85,613 580,341 223,406 803,747

6 Accrued Vacation Liability (2,365,301) 10,462 (2,354,839) (213,313) (2,568,152)

7 Accured Interest on Customer Deposits (4,073,725) 0 (4,073,725) (98,832) (4,172,557)

8 Customer Deposits (11,403,922) (425) (11,404,347) 76,252 (11,328,095)

9 Deferred Pipeline Integrity Management - Transmission 65,836,973 409,634 66,246,607 (23,508,794) 42,737,813 [7]

10 Deferred Pipeline Integrity Management - Distribution 5,318,527 (1,191,131) 4,127,396 2,799,836 6,927,232 [8]

11 Camp LaJeune Prepayment (2,384,603) 0 (2,384,603) 598,837 (1,785,766)

12 Prepaid Insurance 811,834 (3,591) 808,243 141,842 950,085

13 Deferred Revenue (27,056,931) 0 (27,056,931) (500,175) (27,557,106)

14 Undercollection of NCUC Regulatory Fees 203,405 0 203,405 (30,048) 173,357 [9]

15 Pension/OPEB Asset (Liability) 99,610,517 (440,713) 99,169,804 2,513,230 101,683,034

16 Special Supplier Refunds (407,704) 0 (407,704) 0 (407,704)

17 Environmental Expenses Incurred 821,686 (222,283) 599,403 189,922 789,325 [10]

18 Total Cash Working Capital 125,405,483 (1,352,434) 124,053,049 (17,807,836) 106,245,213

19 Total working capital  (L1 + L4 + L16) $210,744,581 $22,813,786 $233,558,367 ($13,328,765) $220,229,602

 

  

 [1] G-1, Item 4, 7_WorkingCapital Adj, Summary tab, Column E [6] Perry Exhibit I, Schedule 2-3, Column g, Line 34

 [2] Column (c) - Column (a) [7] Perry Exhibit I, Schedule 3-9, Line 16

 [3] G-1, Item 4, 7_WorkingCapital Adj, Summary tab, Column I [8] Perry Exhibit I, Schedule 3-11, Line 15

 [4] Column (f) - Column (c).  Per Public Staff witness Feasel. [9] Perry Exhibit I, Schedule 3-12, Line 10

 [5] Per Company's supplemental response to data request 35-2 unless noted otherwise [10] Perry Exhibit I, Schedule 3-10, Line 15
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Perry Exhibit I 

Schedule 2-3

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO WORKING CAPITAL COMPONENTS

For The Test Year Ended December 31, 2020

Working

Company After After Capital

Line Per Books Ratemaking Company Public Staff Public Staff (Lead) / Lag From Lead/

No. Item Amounts [1] Adjustments [2] Adjustments [3] Adjustments [4] Adjustments [5] Days [1] Lag Study [6]

INVESTOR SUPPLIED CASH WORKING CAPITAL (ITEM 26 SCHEDULE A) (a) (b) (c) (d) (e) (f) (g)

Operating Revenues

1. Gas Sales and Transportation $922,385,957 $123,499,634 $1,045,885,591 $64,775,120 $1,110,660,711 54.68 $166,386,103

2. Other Operating Revenues 3,194,374 (2,058,230) 1,136,144 1,894,155 3,030,299 72.54 $602,204

3. Total Operating Revenues $925,580,331 $121,441,404 $1,047,021,735 $66,669,275 $1,113,691,010 $166,988,307

Operation & Maintenance Expense

4.      Purchased Gas 240,811,923 63,015,508 $303,827,431 62,993,513 $366,820,944 (36.80) ($36,979,097)

5.      Labor 77,705,107 1,768,632 79,473,739 (5,037,493) 74,436,246 (9.92) (2,022,299)

6.      Incentive Pay STIP 6,031,526 2,023,481 8,055,006 (213,834) 7,841,173 (252.46) (5,423,432)

7.      Incentive Pay LTIP 2,561,445 157,821 2,719,266 (126,022) 2,593,244 (621.50) (4,415,620)

8.      Employee Pensions & Benefits - Acct 926 11,282,698 5,927,203 17,209,901 (821,959) 16,387,942 (9.52) (427,619)

9.      Prepaid Expenses 0

10.         Insurance - Other Acct 925 3,004,348 242,446 3,246,794 0 3,246,794 0 0

11.         Insurance - Property 0 0 0 0 0 0

12.         Insurance - Liability 0 0 0 0 0 0

13.      Fleet Expense 6,245,359 169,985 6,415,344 0 6,415,344 (38.48) (676,270)

14.      Credit Card Expense 6,646,560 180,906 6,827,466 0 6,827,466 (31.43) (587,825)

15.      Virtual Card Expense - Vendors 3,588,034 97,658 3,685,692 0 3,685,692 (31.59) (319,004)

16.      Regulatory Commission Amortization - Acct 928.000 14,223,757 1,178,175 15,401,932 2,162,649 17,564,581 0.00 0

17.      Regulatory Commission Exp - Acct 928.014 1,194,196 159,629 1,353,825 85,269 1,439,094 (79.58) (313,751)

18.      Uncollectible Accounts - Acct 904 7,046,092 (1,428,465) 5,617,627 (536,039) 5,081,588 0 0

19.      Other O&M Expenses 70,837,042 (5,478,312) 65,358,730 (5,805,829) 59,552,901 (59.41) (9,693,298)

Total O&M expenses 451,178,086 68,014,668 519,192,754 52,700,254 571,893,008 (60,858,215)

20. Depreciation Expense 132,956,307 38,732,401 171,688,708 (8,326,132) 163,362,576 0 0

Other Taxes

21.      Other Taxes Excluding Property Taxes 4,108,192 (93,691) 4,014,501 0 4,014,501 (280.79) (3,088,358)

22.      Property Taxes 21,676,679 9,137,485 30,814,164 (6,346,540) 24,467,624 (185.74) (12,451,052)

23.      Payroll Taxes 6,107,786 215,552 6,323,338 (411,367) 5,911,971 (24.46) (396,256)

Income Taxes

24.      Federal Income Taxes (20,052,963) 8,533,888 (11,519,075) 7,804,390 (3,714,685) (37.75) 384,190

25.      State Income Taxes (3,435,351) 17,121,018 13,685,667 952,917 14,638,584 (37.75) (1,513,991)

26. Provision for Deferred Income Taxes 44,606,048 44,606,048 0 44,606,048 0 0

27. Amort Investment Tax Credit (28,065) 0 (28,065) 0 (28,065) 0 0

28. Interest On Customers' Deposits 895,159 0 895,159 375 895,534 0 0

Return

29.    Interest on Long-Term Debt (Acct 0427460) 140,168,084 (46,574,503) 93,593,581 (8,890,580) 84,703,001 (92.54) (21,475,739)

30.    Interest on Short-Term Debt (Acct 0430216) 1,913,850 (1,789,184) 124,666 (69,373) 55,293 (24.63) (3,731)

31.    Income for Return 145,486,519 28,143,769 173,630,286 29,255,331 202,885,617 0 0

32. Total Requirements 925,580,330 121,441,404 1,047,021,732 66,669,275 1,113,691,007 (99,403,152)

33. Working capital from lead / lag study per Public Staff $67,585,155

34. Amount per Company application $66,950,717

35. Adjustment to working capital from lead / lag study $634,438

[1] G-1, Item 26, Lead Lag Summary.

[2] G-1, Item 4a, Page 48.

[3] Column (a) plus Column (b).

[4] Perry Exhibit I, Schedule 2-3(a), Column ee.

[5] Column (c) plus Column (d).

[6] Column (e) divided by 365 times column (f).
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Page 1 of 5

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO WORKING CAPITAL COMPONENTS

For The Test Year Ended December 31, 2020

Update End of period

Line Plant to COG Revenue Robeson Design Day COVID- Payroll and

 No. Item  May 31, 2021 [1] Adjustment [1]  Adjustment [1]

LNG 

Adjustment [1]

Allocation 

Change [1]

Related 

Expenses [1]  Related Costs [1]

(a) (b) (c) (d) (e) (f) (g)

Operating Revenues

1. Gas Sales and Transportation $0 $64,775,120

2. Other Operating Revenues 0

3. Total Operating Revenues 0 0 64,775,120 0 0 0 0

Operation & Maintenance Expense

4.      Purchased Gas 66,549,119 (3,555,606)

5.      Labor (2,216,566)

6.      Incentive Pay STIP

7.      Incentive Pay LTIP

8.      Employee Pensions & Benefits - Acct 926

9.      Prepaid Expenses

10.         Insurance - Other Acct 925

11.         Insurance - Property

12.         Insurance - Liability

13.      Fleet Expense

14.      Credit Card Expense

15.      Total Operating Expenses     Virtual Card Expense - Vendors

16.      Regulatory Commission Amortization - Acct 928.000

17.      Regulatory Commission Exp - Acct 928.014 84,208

18.      Uncollectible Accounts - Acct 904 280,033

19.      Other O&M Expenses (1,783,517) (49,649) (953,096)

20. Total O&M expenses 0 66,549,119 364,240 (1,783,517) (3,605,255) (953,096) (2,216,566)

21. Depreciation Expense (7,377,708) (634,805) (88,656)

     Total Operating Income for ReturnOther Taxes

22.      Other Taxes Excluding Property Taxes

23.      Property Taxes (6,219,404) (86,802) (26,648)

24.      Payroll Taxes (169,567)

Income Taxes

25.      Federal Income Taxes 2,784,009 (13,625,932) 13,188,128 512,924 761,784 195,147 488,561

26.      State Income Taxes 339,928 (1,663,728) 1,610,272 62,628 93,014 23,827 59,653

27. Provision for Deferred Income Taxes

28. Amort Investment Tax Credit

29. Interest On Customers' Deposits

Return

30.    Interest on Long-Term Debt (Acct 0427460)

31.    Interest on Short-Term Debt (Acct 0430216)

32.    Income for Return 10,473,175 (51,259,459) 49,612,480 1,929,572 2,865,761 734,122 1,837,919

33. Total Requirement 0 0 64,775,120 0 0 0 0

[1] Based on adjustments made by Public Staff in Perry Exhibit 1, Schedule 3.

[2] Sum of Columns (a) through (ee).

I/A



Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO WORKING CAPITAL COMPONENTS

For The Test Year Ended December 31, 2020

Line 

 No. Item

Operating Revenues

1. Gas Sales and Transportation

2. Other Operating Revenues

3. Total Operating Revenues

Operation & Maintenance Expense

4.      Purchased Gas

5.      Labor

6.      Incentive Pay STIP

7.      Incentive Pay LTIP

8.      Employee Pensions & Benefits - Acct 926

9.      Prepaid Expenses

10.         Insurance - Other Acct 925

11.         Insurance - Property

12.         Insurance - Liability

13.      Fleet Expense

14.      Credit Card Expense

15.      Total Operating Expenses     Virtual Card Expense - Vendors

16.      Regulatory Commission Amortization - Acct 928.000

17.      Regulatory Commission Exp - Acct 928.014

18.      Uncollectible Accounts - Acct 904

19.      Other O&M Expenses

20. Total O&M expenses

21. Depreciation Expense

     Total Operating Income for ReturnOther Taxes

22.      Other Taxes Excluding Property Taxes

23.      Property Taxes

24.      Payroll Taxes

Income Taxes

25.      Federal Income Taxes

26.      State Income Taxes

27. Provision for Deferred Income Taxes

28. Amort Investment Tax Credit

29. Interest On Customers' Deposits

Return

30.    Interest on Long-Term Debt (Acct 0427460)

31.    Interest on Short-Term Debt (Acct 0430216)

32.    Income for Return

33. Total Requirement

[1] Based on adjustments made by Public Staff in Perry Exhibit 1, Schedule 3.

[2] Sum of Columns (a) through (ee).

Perry Exhibit I 

Schedule 2-3(a)

Page 2 of 5

Other Customer Board Executive Rate Case

Employee 

benefits [1] Payment Fees [1]  Expenses [1]  Compensation [1] Incentives [1]

Pension 

OPEB LTD [1]  Expenses [1]

(h) (i) (j) (k) (l) (m) (n)

0 0 0 0 0 0 0

(2,570,681) (250,246)

(213,834)

(126,022)

(821,959)

(838,648) (360,740) (237,030)

(2,570,681) (838,648) (360,740) (250,246) (339,856) (821,959) (237,030)

(196,657) (19,144) (25,999)

566,613 171,713 73,861 55,158 74,909 168,296 48,532

69,183 20,966 9,019 6,735 9,146 20,549 5,926

2,131,542 645,969 277,860 207,497 281,800 633,114 182,572

0 0 0 0 0 0 0

I/A



Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO WORKING CAPITAL COMPONENTS

For The Test Year Ended December 31, 2020

Line 

 No. Item

Operating Revenues

1. Gas Sales and Transportation

2. Other Operating Revenues

3. Total Operating Revenues

Operation & Maintenance Expense

4.      Purchased Gas

5.      Labor

6.      Incentive Pay STIP

7.      Incentive Pay LTIP

8.      Employee Pensions & Benefits - Acct 926

9.      Prepaid Expenses

10.         Insurance - Other Acct 925

11.         Insurance - Property

12.         Insurance - Liability

13.      Fleet Expense

14.      Credit Card Expense

15.      Total Operating Expenses     Virtual Card Expense - Vendors

16.      Regulatory Commission Amortization - Acct 928.000

17.      Regulatory Commission Exp - Acct 928.014

18.      Uncollectible Accounts - Acct 904

19.      Other O&M Expenses

20. Total O&M expenses

21. Depreciation Expense

     Total Operating Income for ReturnOther Taxes

22.      Other Taxes Excluding Property Taxes

23.      Property Taxes

24.      Payroll Taxes

Income Taxes

25.      Federal Income Taxes

26.      State Income Taxes

27. Provision for Deferred Income Taxes

28. Amort Investment Tax Credit

29. Interest On Customers' Deposits

Return

30.    Interest on Long-Term Debt (Acct 0427460)

31.    Interest on Short-Term Debt (Acct 0430216)

32.    Income for Return

33. Total Requirement

[1] Based on adjustments made by Public Staff in Perry Exhibit 1, Schedule 3.

[2] Sum of Columns (a) through (ee).

Perry Exhibit I 

Schedule 2-3(a)

Page 3 of 5

Sponsorships Nonutility Environmental

& Donations [1] Uncollectibles [1] Inflation [1]  Expenses [1]

PIM 

Transmission [1] Costs [1]

PIM 

Distribution 

Costs
[1]

(o) (p) (q) (r) (s) (t) (u)

0 0 0 0 0 0 0

1,043,086 54,779 1,117,946

(816,072)

(63,404) (715,311) (130,692)

(63,404) (816,072) (715,311) (130,692) 1,043,086 54,779 1,117,946

(224,962)

(13,687)

12,982 167,091 146,460 75,623 (213,572) (11,216) (228,899)

1,585 20,402 17,883 9,234 (26,077) (1,369) (27,949)

48,837 628,579 550,968 284,484 (803,437) (42,194) (861,098)

0 0 0 0 0 0 0

I/A



Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO WORKING CAPITAL COMPONENTS

For The Test Year Ended December 31, 2020

Line 

 No. Item

Operating Revenues

1. Gas Sales and Transportation

2. Other Operating Revenues

3. Total Operating Revenues

Operation & Maintenance Expense

4.      Purchased Gas

5.      Labor

6.      Incentive Pay STIP

7.      Incentive Pay LTIP

8.      Employee Pensions & Benefits - Acct 926

9.      Prepaid Expenses

10.         Insurance - Other Acct 925

11.         Insurance - Property

12.         Insurance - Liability

13.      Fleet Expense

14.      Credit Card Expense

15.      Total Operating Expenses     Virtual Card Expense - Vendors

16.      Regulatory Commission Amortization - Acct 928.000

17.      Regulatory Commission Exp - Acct 928.014

18.      Uncollectible Accounts - Acct 904

19.      Other O&M Expenses

20. Total O&M expenses

21. Depreciation Expense

     Total Operating Income for ReturnOther Taxes

22.      Other Taxes Excluding Property Taxes

23.      Property Taxes

24.      Payroll Taxes

Income Taxes

25.      Federal Income Taxes

26.      State Income Taxes

27. Provision for Deferred Income Taxes

28. Amort Investment Tax Credit

29. Interest On Customers' Deposits

Return

30.    Interest on Long-Term Debt (Acct 0427460)

31.    Interest on Short-Term Debt (Acct 0430216)

32.    Income for Return

33. Total Requirement

[1] Based on adjustments made by Public Staff in Perry Exhibit 1, Schedule 3.

[2] Sum of Columns (a) through (ee).

Perry Exhibit I 

Schedule 2-3(a)

Page 4 of 5

Regulatory Eastern Interest on

 Fee [1] Advertising [1] Other Operating [1] Aviation [1]

Amortization 

EDIT - FIT 

Protected [1]  NCNG [1]

 Customer 

Deposits [1]

(v) (w) (x) (y) (z) (aa) (bb)

1,894,155

0 0 1,894,155 0 0 0 0

1,061

(382,688) 10,651 (191,096) 103,657 (138,143) 0

1,061 (382,688) 10,651 (191,096) 103,657 (138,143) 0

(217) 78,355 385,647 39,127 0 28,285 0

(27) 9,567 47,088 4,777 0 3,454 0

375

(817) 294,766 1,450,769 147,192 (103,657) 106,404 (375)

0 0 1,894,155 0 0 0 0

I/A



Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO WORKING CAPITAL COMPONENTS

For The Test Year Ended December 31, 2020

Line 

 No. Item

Operating Revenues

1. Gas Sales and Transportation

2. Other Operating Revenues

3. Total Operating Revenues

Operation & Maintenance Expense

4.      Purchased Gas

5.      Labor

6.      Incentive Pay STIP

7.      Incentive Pay LTIP

8.      Employee Pensions & Benefits - Acct 926

9.      Prepaid Expenses

10.         Insurance - Other Acct 925

11.         Insurance - Property

12.         Insurance - Liability

13.      Fleet Expense

14.      Credit Card Expense

15.      Total Operating Expenses     Virtual Card Expense - Vendors

16.      Regulatory Commission Amortization - Acct 928.000

17.      Regulatory Commission Exp - Acct 928.014

18.      Uncollectible Accounts - Acct 904

19.      Other O&M Expenses

20. Total O&M expenses

21. Depreciation Expense

     Total Operating Income for ReturnOther Taxes

22.      Other Taxes Excluding Property Taxes

23.      Property Taxes

24.      Payroll Taxes

Income Taxes

25.      Federal Income Taxes

26.      State Income Taxes

27. Provision for Deferred Income Taxes

28. Amort Investment Tax Credit

29. Interest On Customers' Deposits

Return

30.    Interest on Long-Term Debt (Acct 0427460)

31.    Interest on Short-Term Debt (Acct 0430216)

32.    Income for Return

33. Total Requirement

[1] Based on adjustments made by Public Staff in Perry Exhibit 1, Schedule 3.

[2] Sum of Columns (a) through (ee).

Perry Exhibit I 

Schedule 2-3(a)

Page 5 of 5

Total

Undercollection of Lobbying Interest  Public Staff

 Regulatory Fee [1]  Expense [1]  Synchronisation [1]  Adjustments [2]

(cc) (dd) (ee) (ff)

64,775,120

1,894,155

0 0 0 66,669,275

62,993,513

(5,037,493)

(213,834)

(126,022)

(821,959)

0

0

0

0

0

0

0

(53,162) 2,162,649

85,269

(536,039)

(76,123) (5,805,829)

(53,162) (76,123) 0 52,700,254

(8,326,132)

0

(6,346,540)

(411,367)

10,885 15,586 1,834,550 7,804,390

1,329 1,903 223,999 952,917

0

0

375

(8,890,580) (8,890,580)

(69,373) (69,373)

40,948 58,634 6,901,404 29,255,331

0 0 0 66,669,275

I/A



Perry Exhibit I 

Piedmont Natural Gas Company, Inc. Schedule 2-4

Docket No. G-9, Sub 781

ADJUSTMENT TO WORKING CAPITAL COMPONENTS

For The Test Year Ended December 31, 2020

After Rate Increase

Under

Present Rates (Lead)

Line After Lag With CWC With CWC With CWC Cumulative After

No. Item Adjustments [1] Days [2] Increase Increase [3] Change [4] Increase [5] Increase [10] Change [13] Increase [14] Increase [15] Change [16] Increase [17] Increase [18]

INVESTOR SUPPLIED CASH WORKING CAPITAL (ITEM 26 SCHEDULE A) (a) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m)

Operating Revenues

1. Gas Sales and Transportation (L3 - L2) $1,110,660,711 54.68 ($469,548) $1,110,191,163 ($70,342) $7,961 $1,110,199,124 1,193 ($132) $1,110,198,992 ($20) ($461,719) $1,110,198,992

2. Other Operating Revenues 3,030,299 72.54 3,030,299 0 3,030,299 3,030,299 $3,030,299

3.  Total Operating Revenues $1,113,691,010 ($469,548) $1,113,221,462 [13] ($70,342) $7,961 $1,113,229,422 [11] $1,193 ($132) $1,113,229,291 ($20) ($461,719) $1,113,229,291

Operation & Maintenance Expense

4.      Purchased Gas $366,820,944 (36.80) 366,820,944 0 366,820,944 366,820,944 0 366,820,944

5.      Labor 74,436,246 (9.92) 74,436,246 0 74,436,246 74,436,246 0 74,436,246

6.      Incentive Pay STIP 7,841,173 (252.46) 7,841,173 0 7,841,173 7,841,173 0 7,841,173

7.      Incentive Pay LTIP 2,593,244 (621.50) 2,593,244 0 2,593,244 2,593,244 0 2,593,244

8.      Employee Pensions & Benefits - Acct 926 16,387,942 (9.52) 16,387,942 0 16,387,942 16,387,942 0 16,387,942

9.      Prepaid Expenses 0 0

10.         Insurance - Other Acct 925 3,246,794 0.00 3,246,794 0 3,246,794 3,246,794 0 3,246,794

11.         Insurance - Property 0 0.00 0 0 0 0 0 0

12.         Insurance - Liability 0 0.00 0 0 0 0 0 0

13.      Fleet Expense 6,415,344 (38.48) 6,415,344 0 6,415,344 6,415,344 0 6,415,344

14.      Credit Card Expense 6,827,466 (31.43) 6,827,466 0 6,827,466 6,827,466 0 6,827,466

15.      Total Operating Expenses     Virtual Card Expense - Vendors 3,685,692 (31.59) 3,685,692 0 3,685,692 3,685,692 0 3,685,692

16.      Regulatory Commission Amortization - Acct 928.000 17,564,581 0.00 17,564,581 0 17,564,581 17,564,581 0 17,564,581

17.      Regulatory Commission Exp - Acct 928.014 1,439,094 (79.58) (610) 1,438,484 133 10 [7] 1,438,494 (2) (0) 1,438,494 0 (600) 1,438,494

18.      Uncollectible Accounts - Acct 904 5,081,588 0.00 (2,030) 5,079,558 0 34 [7] 5,079,592 0 (1) 5,079,592 0 (1,996) 5,079,592

19.      Other O&M Expenses 59,552,901 (59.41) 59,552,901 0 59,552,901 59,552,901 0 59,552,901

20. Total O&M Expense $571,893,008 ($2,640) $571,890,368 $133 $45 $571,890,412 ($2) ($1) $571,890,412 $0 ($2,596) $571,890,412

21. Depreciation Expense 163,362,576 0.00 163,362,576 163,362,576 163,362,576 $0 $163,362,576

     Total Operating Income for ReturnOther Taxes

22.      Other Taxes Excluding Property Taxes 4,014,501 (280.79) 4,014,501 0 4,014,501 0 4,014,501 0 4,014,501

23.      Property Taxes 24,467,624 (185.74) 24,467,624 0 24,467,624 0 24,467,624 0 24,467,624

24.      Payroll Taxes 5,911,971 (24.46) 5,911,971 0 5,911,971 0 5,911,971 0 5,911,971

0 0 0 0

Income Taxes 0 0 0 0

25.      Federal Income Taxes (3,714,685) (37.75) (95,600) (3,810,285) 9,887 (657) [8] (3,810,941) 68 (18) (3,810,960) 2 (96,275) (3,810,960)

26.      State Income Taxes 14,638,584 (37.75) (11,673) 14,626,911 1,207 (72) [9] 14,626,839 7 (2) 14,626,837 0 (11,747) 14,626,837

0 0 0 0

27. Provision for Deferred Income Taxes 44,606,048 0.00 44,606,048 0 44,606,048 0 44,606,048 0 44,606,048

0 0 0 0 0 0

28. Amort Investment Tax Credit (28,065) 0.00 (28,065) 0 (28,065) 0 (28,065) 0 (28,065)

0 0 0 0

29. Interest On Customers' Deposits 895,534 0.00 895,534 0 895,534 0 895,534 0 895,534

0 0 0 0

Return 0 0 0 0 0 0

30.    Interest on Long-Term Debt (Acct 0427460) 84,703,001 (92.54) 0 84,703,001 0 11,457 84,714,458 [12] (2,905) (33) 84,714,425 8 11,425 84,714,425

31.    Interest on Short-Term Debt (Acct 0430216) 55,293 (24.63) 0 55,293 0 7 55,301 [12] (1) (0) 55,301 0 7 55,301

32.    Income for Return 202,885,617 0.00 (359,638) 202,525,979 0 (2,814) 202,523,165 [12] 0 (78) 202,523,087 0 (362,530) 202,523,087

33. Total requirement $1,113,691,007 ($469,551) $1,113,221,456 $11,228 $7,966 $1,113,229,422 ($2,832) ($132) $1,113,229,291 $11 ($461,716) $1,113,229,291

34. Cumulative change in working capital ($59,114) ($60,754) ($60,762.97) ($60,763)

35. Rate base under present rates 4,253,971,738 [6] 4,253,971,738 4,253,971,738 4,253,971,738

36. Rate base after rate increase $4,253,971,738 $4,253,912,623 $4,253,910,983 $4,253,910,975 $4,253,910,975

37. Overall rate of return (L32 / L36) 6.76% 6.75% 6.75% 6.75% 6.75%

38. Target rate of return 6.75% 6.75% 6.75% 6.75% 6.75%

287,643,911

[1] Perry Exhibit I, Schedule 2-3, Column (c ). [10] Column (d) plus Column (f).

[2] Perry Exhibit I, Schedule 2-3, Column (f). [11] Column (g), sum of Lines 20 to 32.

[3] Column (a) plus Column (c). [12] Column (e), Line 36 times appropriate percentage and cost factor.

[4] Column (c) divided by 365 times Column (b). [13] Column (f) divided by 365 times Column (b).

[5] Column (g) minus Column (d). [14] Column (j) minus Column (g).

[6] Perry Exhibit I, Schedule 2, Column (c), Line 8. [15] Column (g) plus Column (i).

[7] Uncollectible factor X (Sum of taxes and Return on Column (f))/(1-Uncollectible factor). [16] Column (i)/365 X Column (b)

[8] Column (f), Line 32 - Line 26, divided by (1 - Federal Income tax percentage) - Line 32, Column (f). [17] Column (c ) + Column (f) + Column (i)

[9] Column (f), Line 32, divided by (1 - State Income tax percentage) - Line 32, Column (f). [18] Column (a) plus Column (l).

Iteration 1 Iteration 2 Iteration 3 After Increase

I/A



Perry Exhibit I 

Schedule 3

Page 1 of 4

Line 

No. Item Per Company [1]

Plant Updates 

@ May 31, 

2021 [2]

Update Cost of 

Gas [3]

Revenues @ 

May 31, 2021 [3]

Robeson LNG 

Adjustment [4]

Design Day 

Allocation 

Change [5]

COVID-

Related 

Expenses [6]

Payroll and 

Related Costs [7] Other Benefits [8]

(a) (b) (c) (d) (e) (f) (g) (h) (i)

  

Operating Revenues:

1 Sales and transportation of gas $1,045,885,591 $64,775,120

2 Other operating revenues 1,136,144

3 Total operating revenues  (L1 -  L3) 1,047,021,735 0 0 64,775,120 0 0 0 0 0

4 Cost of gas 303,827,431 66,549,119 0 (3,555,606)

5 Margin (L4 - L5) 743,194,304 0 (66,549,119) 64,775,120 0 3,555,606 0 0 0

Operating Expenses:

6 Operating and maintenance 215,365,324 364,240 (1,783,517) (49,649) (953,096) (2,216,566) (2,570,681)

7 Depreciation 171,688,708 (7,377,708) (634,805) (88,656)

8 General taxes 41,152,004 (6,219,404) (86,802) (26,648) (169,567) (196,657)

9 State income tax  (2.5%) 5,531,640 339,928 (1,663,728) 1,610,272 62,628 93,014 23,827 59,653 69,183

10 Federal income tax  (21%) 41,241,001 2,784,009 (13,625,932) 13,188,128 512,924 761,784 195,147 488,561 566,613

11 Amortization of investment tax credits (28,065)

12 Amortization of EDIT 0

13 Total operating expenses  (Sum of L4 thru L10) 474,950,612        (10,473,175)    (15,289,660)         15,162,640       (1,929,572)        689,845            (734,122)        (1,837,919)        (2,131,542)        

14 Interest on customer deposits (895,159)             

15 Net operating income for return  (L3 - L12+L11+L12) $267,348,533 $10,473,175 ($51,259,459) $49,612,480 $1,929,572 $2,865,761 $734,122 $1,837,919 $2,131,542

 

16 Revenue Requirement Effect $13,673,926 ($66,925,077) $64,774,757 $2,519,277 $3,741,578 $958,480 $2,399,614 $2,782,972

 

[1] Perry Exhibit I, Schedule 3A.

[2] Perry Exhibit I, Schedule 2-1.
[3] Perry Exhibit I, Schedule 3B.

[4] Per Public Staff witness Metz. Perry Exhibit I, Schedule 3-5.

[5] Per Public Staff witness Metz. Perry Exhibit I, Schedule 3-6.

[6] Per Public Staff witness Perry. Removed non-recurring expenses.

[7] Perry Exhibit I, Schedule 3-1.

[8] Coleman Exhibit I, Schedule 1

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

NET OPERATING INCOME FOR RETURN

For The Test Year Ended December 31, 2020

I/A



Line 

No. Item

  

Operating Revenues:

1 Sales and transportation of gas

2 Other operating revenues

3 Total operating revenues  (L1 -  L3)

4 Cost of gas

5 Margin (L4 - L5)

Operating Expenses:

6 Operating and maintenance

7 Depreciation

8 General taxes

9 State income tax  (2.5%)

10 Federal income tax  (21%)

11 Amortization of investment tax credits

12 Amortization of EDIT

13 Total operating expenses  (Sum of L4 thru L10)

14 Interest on customer deposits

15 Net operating income for return  (L3 - L12+L11+L12)

 

16 Revenue Requirement Effect

 

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

NET OPERATING INCOME FOR RETURN

For The Test Year Ended December 31, 2020

Perry Exhibit I 

Schedule 3

Page 2 of 4

Customer 

Payment Fees [9]

Board 

Expenses [10]

Executive 

Compensation [11] Incentives [12]

Pension OPEB 

LTD Expense [13]

Rate Case 

Expenses [14]

Sponsorships & 

Dues [15] Uncollectibles [16] Inflation [17]

(j) (k) (l) (m) (n) (o) (p) (q) (r)

 

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

(838,648) (360,740) (250,246) (339,856) (821,959) (237,030) (63,404) (816,072) (715,311)

(19,144) (25,999)

20,966 9,019 6,735 9,146 20,549 5,926 1,585 20,402 17,883

171,713 73,861 55,158 74,909 168,296 48,532 12,982 167,091 146,460

(645,969)        (277,860)     (207,497)             (281,800)         (633,114)         (182,572)         (48,837)              (628,579)           (550,968)     

$645,969 $277,860 $207,497 $281,800 $633,114 $182,572 $48,837 $628,579 $550,968

$843,386 $362,778 $270,911 $367,921 $826,603 $238,369 $63,762 $820,682 $719,351

[9] Perry Exhibit I, Schedule 3-7.

[10] Coleman Exhibit I, Schedule 2
[11] Coleman Exhibit I, Schedule 3

[12] Perry Exhibit I, Schedule 3-2.

[13] Perry Exhibit I, Schedule 3-3.

[14] Perry Exhibit I,Schedule 3-8.

[15] Perry Exhibit I,Schedule 3-18.

[16] Perry Exhibit I, Schedule 3-4.

[17] Perry Exhibit I, Schedule 3-15.

[18] Perry Exhibit I, Schedule 19.

I/A



Line 

No. Item

  

Operating Revenues:

1 Sales and transportation of gas

2 Other operating revenues

3 Total operating revenues  (L1 -  L3)

4 Cost of gas

5 Margin (L4 - L5)

Operating Expenses:

6 Operating and maintenance

7 Depreciation

8 General taxes

9 State income tax  (2.5%)

10 Federal income tax  (21%)

11 Amortization of investment tax credits

12 Amortization of EDIT

13 Total operating expenses  (Sum of L4 thru L10)

14 Interest on customer deposits

15 Net operating income for return  (L3 - L12+L11+L12)

 

16 Revenue Requirement Effect

 

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

NET OPERATING INCOME FOR RETURN

For The Test Year Ended December 31, 2020

Perry Exhibit I 

Schedule 3

Page 3 of 4

Nonutility 

Expenses [18]

PIM Transmission 

Costs [19]

Environmental 

Costs [20]

PIM 

Distribution 

Costs [21]

Regulatory 

Fee [22] Advertising [23]

Other Operating 

Revenues [24] Aviation [24]

Amortization 

EDIT - FIT 

Protected [25]

(s) (t) (u) (v) (w) (x) (y) (z) (aa)

  

 1,894,155

0 0 0 0 0 0 1,894,155 0 0

0 0 0 0 0 0 1,894,155 0 0

(130,692) 1,043,086 54,779 1,117,946 1,061 (382,688) 10,651 (191,096)

(224,962)

(13,687)

9,234 (26,077) (1,369) (27,949) (27) 9,567 47,088 4,777 0

75,623 (213,572) (11,216) (228,899) (217) 78,355 385,647 39,127 0

$103,657

(284,484)      803,437                42,194                861,098        817               (294,766)       443,386             (147,192)       103,657         

$284,484 ($803,437) ($42,194) ($861,098) ($817) $294,766 $1,450,769 $147,192 ($103,657)

$371,427 ($1,048,978) ($55,089) ($1,124,262) ($1,067) $384,851 $1,894,144 $192,175 ($135,336)

[19] Perry Exhibit I, Schedule 3-9.
[20] Perry Exhibit I, Schedule 3-11.

[21] Perry Exhibit I, Schedule 3-10.

[22] Perry Exhibit I, Schedule 3-11.

[23] Excluded advertisements per Public Staff witness Perry.

[24] Perry Exhibit I, Schedule 3-16.

[25] Perry Exhibit II, Schedule 1.

[26] Perry Exhibit I, Schedule 3-13.  
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Line 

No. Item

  

Operating Revenues:

1 Sales and transportation of gas

2 Other operating revenues

3 Total operating revenues  (L1 -  L3)

4 Cost of gas

5 Margin (L4 - L5)

Operating Expenses:

6 Operating and maintenance

7 Depreciation

8 General taxes

9 State income tax  (2.5%)

10 Federal income tax  (21%)

11 Amortization of investment tax credits

12 Amortization of EDIT

13 Total operating expenses  (Sum of L4 thru L10)

14 Interest on customer deposits

15 Net operating income for return  (L3 - L12+L11+L12)

 

16 Revenue Requirement Effect

 

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

NET OPERATING INCOME FOR RETURN

For The Test Year Ended December 31, 2020

Perry Exhibit I 

Schedule 3

Page 4 of 4

Eastern 

NCNG [26]

Interest on 

Customer 

Deposits [27]

Undercollection of 

Regulatory Fee [28]

Lobbying 

Expense [29]

Interest 

Synchronization [30]

After Public Staff 

Adjustments [31]

(bb) (cc) (dd) (ee) (ff) (gg)

 

$1,110,660,711

 3,030,299            

0 0 0 0 0 1,113,691,010     

366,820,944        

0 0 0 0 0 746,870,066

(138,143) (53,162) (76,123) 204,968,408        

163,362,576        

34,394,096          

3,454 0 1,329 1,903 223,683 6,484,241            

28,285 0 10,885 15,586 1,831,962 49,042,803          

(28,065)                

103,657               

(106,404)       -                (40,948)                  (58,634)         2,055,644            458,327,716        

375 (894,784)              

$106,404 $375 $40,948 $58,634 ($2,055,644) $287,647,566

$138,923 $490 $53,463 $76,553 ($2,683,879)

[27] Per May 31, 2021 updated balance.
[28] Perry Exhibit I, Schedule 3-12.

[29] Perry Exhibit I, Schedule 3-17.

[30] Perry Exhibit I, Schedule 3-20.

[31] Sum of columns (a) through (ff).

I/A



Perry Exhibit I 

Schedule 3A

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO COMPANY FILED COST OF SERVICE

For The Test Year Ended December 31, 2020

Company

Company Interest Company Without

Line Before Synch on CWC Without Rate Increase

No. Description Increase [1] Increase Rate Increase [3]

Operating Revenues:

1. Sale and transportation of gas $1,045,885,591 $1,045,885,591 $1,045,885,591

2. Other operating revenues 1,136,144 1,136,144 1,136,144

3.      Total operating revenues (Sum of L1 thru L4) 1,047,021,735 0 1,047,021,735 1,047,021,735

4. Cost of gas 303,827,431 0 [2] 303,827,431 303,827,431

5. Margin (L5 - L6) 743,194,304 0 743,194,304 743,194,304

6. Operation and maintenance 215,365,324 0 [2] 215,365,324 215,365,324

7. Depreciation 171,688,708 171,688,708 171,688,708

8. General taxes 41,152,004 41,152,004 41,152,004

9. State income taxes 5,531,640 [2] 5,531,640 5,531,640

10. Federal income taxes 41,241,001 [2] 41,241,001 41,241,001

11. Amortization of investment tax credits (28,065) (28,065) (28,065)

12. Amortization of EDIT 0 0

13.      Total operating expenses (Sum of L8 thru L14) 474,950,612 0 474,950,612 474,950,612

15. Net operating income (L7 less L15) 268,243,692 0 268,243,692 268,243,692

16. Interest on customer deposits (895,159)                  (895,159) (895,159)

17. Net operating income for return (Sum of L15 thru L16) $267,348,533 $0 $267,348,533 $267,348,533

[1] Bowman Exhibit 7, Page 1 of 4, "After Accounting and Pro Forma Adjustments" column.

[2] Interest synchronization effect of increase in CWC due to rate increase

[3] Column (a) plus Column (b).
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Perry Exhibit I 

Schedule 3B

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

SUMMARY OF REVENUE AND

COST OF GAS ADJUSTMENTS

For The Test Year Ended December 31, 2020

Sales and Other  

Line Transportation Operating  Regulatory

No. Item Revenues Revenues Cost of Gas Fee [5] Uncollectibles [6]

(a) (d) (e) (f) (g)

1 Company amount per application $1,045,885,591 [1] $1,136,144 [1] $303,827,431 [1]

2 Operating Revenues EOP - Public Staff Volumes 64,775,120 [2] 84,208 280,033

3 Commodity gas costs @ $3.25 56,908,194 [2]

4 Fixed gas costs at current rates 9,640,925 [2]

5 Fixed gas costs - PS allocation adjustment (3,555,606) [4]

6 Adjustment to other operating revenues 1,894,155 [3] 2,462 8,189

7 Public Staff Amount (Sum of L1 thru L4) $1,110,660,711 $3,030,299 $366,820,944 $86,670 $288,221

8 Total Revenues $1,113,691,010

[1] Bowman Exhibit 7, Page 1 of 4, "After Accounting and Pro Forma Adjustments" column.

[2] Per Public Staff Witness Patel.

[3] Perry Exhibit I, Schedule 3C, Column (f), Line 6.

[4] Per Public Staff Witness Metz.

[5] Updated Regulatory Fee multiplied with Columns (a), (c ) and (e)

[6] Public Staff Uncollectible factor multiplied with Columns (a), (c ) and (e)

I/A



Perry Exhibit I 

Schedule 3C

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

OTHER OPERATING REVENUES

For The Test Year Ended December 31, 2020

Line

No. Item 2020 [1] 2019 [1] 2018 [1] 2017 [1] 2016 [1]
5 - Year Average

(a) (b) (c) (d) (e) (f)

1 Late payment revenues $495,867 $1,917,998 $2,423,246 $2,110,044 $1,413,008 $1,672,033

2 Miscellaneous service revenues 521,446 1,572,557 1,794,164 1,248,318 1,036,802 1,234,657

3 Rent from gas properties 121,728 151,792 87,125 131,695 125,704 123,609

4 Total other operating revenues $1,139,042 $3,642,347 $4,304,535 $3,490,057 $2,575,514 3,030,299

5 Test year operating revenues per Company 1,136,144 [2]

 

6 Public Staff adjustment to other operating revenues $1,894,155

 [1] Per Company data request response 31-1 a & b.

 [2] Bowman Exhibit _(QPB-7), page 1 of 4. 
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Perry Exhibit I 

Schedule 3-1

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO PAYROLL 

For The Test Year Ended December 31, 2020

Line 

No. Item Amount Total

(a) (b)

1 Total Piedmont Payroll Expenses at May 31, 2021 (Excluding DEBS, Overtime & Temps) 128,042,599$     [1]

2 Piedmont NC O&M Expense % 43.99% [1]

3 Piedmont NC O&M Expense Payroll Expenses at May 31, 2021 (Excluding DEBS, Overtime & Temps) 56,325,939

4 Company Pro Forma NC O&M Payroll Expense 57,673,619         [2]

5 Adjustment to Piedmont NC Straight Time Payroll Expenses per Public Staff (L3-L4) (1,347,680)

6 Total DEBS Payroll Expenses at May 31, 2021 (Excluding Overtime and Temps) 774,419,693       [1]

7 % of DEBS O&M Payroll Expense charged to Piedmont NC 2.02% [1]

8 Annual DEBS O&M Expense Payroll charged to Piedmont NC  per Public Staff (L6 x L7) 15,643,278         

9 Company Pro Forma DEBS O&M Expense Payroll 15,536,968         [2]

10 Adjustment to DEBS O&M Expense Payroll Charged to Piedmont per Public Staff (L8 - L9) 106,310           

11 Total Other Payroll Expenses at May 31, 2021 975,196              [1]

12 % of Other Duke Companies Straight Time Expenses charged to Piedmont NC 1.27% [1]

13 Other Payroll O&M Expense per Public Staff  (L11 x L12) 12,385                

14 Company Pro Forma Other Payroll O&M Expense 987,581              [2] (975,196)          

15 Adjustment to Payroll O&M Expenses per Public Staff (L13 - L14) (2,216,566)       

16 Payroll tax percentage 7.65% [2]

17 Public Staff Adjustment to Payroll Taxes (L16 x L17) ($169,567)

[1] Company May 31, 2021 update DR 124.1 4A_Payroll Adj without Temps. 

[2] Company Adjustment 4A_Payroll Adj.
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Perry Exhibit I 

Schedule 3-2

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO INCENTIVES

For The Test Year Ended December 31, 2020

Line

No. Amount

Short Term Incentive Plan (STIP)

1 NC O&M portion of STIP pro forma adjustment for EPS outcomes for LTIP Executives (325,648) [1]

2 Executive STIP already removed in Executive Compensation Adjustment 111,814 [2]

3 Public Staff Adjustment for STIP related to EPS ($213,834)

Long Term Incentive Plan (LTIP)

4 NC O&M portion of LTIP pro forma adjustment for EPS outcomes (507,697) [1]

5 NC O&M portion of LTIP pro forma adjustment for TSR outcomes (253,849) [1]

6 Adjustment to remove LTIP for EPS & TSR (761,546)

7 LTIP already removed in Executive Compensation Adjustment 635,524 [2]

8 Public Staff Adjustment for LTIP related to EPS & TSR ($126,022)

9 Total adjustment to Incentive pay (L3 + L18) ($339,856)

[1] From Company Response to Public Staff Data Request No. 125, Items 1&2.

[2] Based on Public Staff Executive Compensation Adjustment.

Item

I/A



Perry Exhibit I 

Schedule 3-3

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO PENSION OPEB & LTD EXPENSE

For The Test Year Ended December 31, 2020

Line

No. Item Amount

North Carolina O&M Expense Amounts @ May 31, 2021: 

1 Qualified Pensions ($2,644,396) [1]

2 Non-Qualified Pension to expense 280,825 [1]

3 Postretirement Benefits (OPEB) (1,157,080) [1]

4 LTD 1,290,701 [1]

5 Public Staff NC Pension & OPEB expense (2,229,951)

5 Piedmont North Carolina Pension OPEB pro forma expense (1,407,992) [2]

6 Adjustment to North Carolins Pension pro forma expense ($821,959)

[1] From Company Update to G-1, Item 9

[2] G-1,  Item 4E_Pension OPEB LTD Adj.

I/A



Perry Exhibit I 

Schedule 3-4

PIEDMONT NATURAL GAS COMPANY

Docket No. G-9, Sub 743

ADJUSTMENT TO UNCOLLECTIBLES

For The Test Year Ended December 31, 2018

Line 

No. Item

NC Net Charge-

Offs Gas Cost Deferrals Total, net gas costs

Sales & 

Transportation 

Revenues

(a) (b)

1 Year Ended December 31, 2016 3,736,196 [1] (925,805)               $2,810,391 791,832,820

2 Year Ended December 31, 2017 5,451,299 [1] (1,495,506)            $3,955,793 861,817,440

3 Year Ended December 31, 2018 $7,862,260 [1] ($2,139,364) $5,722,896 $884,070,971 [3]

4 Year Ended December 31, 2019 5,770,761 [1] (1,800,456) 3,970,306 920,601,978 [3]

5 Year Ended December 31, 2020 2,898,786 [1] (420,169) 2,478,617 922,277,748 [3]

6 Total for the 5  year period  (Sum of L1 - L5) $18,938,003 $4,380,600,957

7 Number of years presented 5 [2] 5 [2]

8 Three-year average  (L4 / L5) $3,787,601 876,120,191

 

9 Uncollectibles percentage per Public Staff  (L6, Column (c ) / L6, Column (d)) 0.4323152%

10 Pro Forma Revenues from sales and transportation of gas, net of gas costs 1,110,660,711 [3]

11 Uncollectibles per Public Staff  (L7 x L8) 4,801,555

12 Uncollectibles per Company 5,617,627 [4]

13 Adjustment to uncollectibles  (L9 - L10) ($816,072)

[1] Per G-1, Item 4. Excludes Klausner wrtie-off per Company.

[2] Per Public Staff.

[3] Per monthly financial reports. 

[4] Per Company filing, G-1 Item 10

I/A



Perry Exhibit I 

Schedule 3-5

Line Company Public Staff Public Staff

No. Item Amount Amount [2] Adjustment [3]

Robeson LNG Plant In Service and Depr Exp

1 Storage Plant May 2021 Additions (2 state) 0 0 0

2 Non-depr land May 2021 Additions (2 state) $2,708,289 [1] 0 ($2,708,289)

3 Other 0 0 0

4 Other Storage Plant 2,708,289 0 (2,708,289)

5 Line 456 & Line 457 33,900,451 [2] 0 (33,900,451)

6 Accumulated Depreciation (370,303)          [2] 0 370,303

7 Robeson LNG Plant in Service per Public Staff $36,238,438 $0 ($36,238,438)

8 Depreciation Expense $634,805 [2] $0 ($634,805)

9 Robeson LNG - Property Taxes Adj $3,142 $0 ($3,142)

O&M LNG Expenses

10 Salaries and Wages $986,735 $0 ($986,735)

11 Incentives 106,859 0 (106,859)

12 Fringe Benefits 301,464 0 (301,464)

13 O&M Expenses excluding personnel cost 626,653 0 (626,653)

14 Incremental property insurance 66,961 0 (66,961)

15 Total Robeson LNG O&M Expenses $2,088,673 $0 ($2,088,673)

16 Demand Day Allocator (LNG) 85.39% 83.16% 83.16%

17 Public Staff LNG Expense Adjustments $1,783,517 $0 ($1,783,517)

18 O&M LNG Salaries & Incentives - Payroll Tax Adj ($83,660)

[1] Company Data Response 120-33 times Public Staff Design Day allocation factor.

[2] Company Data Response 113-15a Atttachment and deprecation rates per Perry Exhibit I, Schedule 2-1 (a). 

[3] Per Company pro forma adjustments, LNG Summary 

[4] Amount per Public Staff witness Metz

[5] Column (a) minus Column ( b).

May 2021 Update 

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT FOR ROBESON LNG 

For The Test Year Ended December 31, 2020
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Perry Exhibit I 

Schedule 3-6

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO DEMAND ALLOCATOR ADJUSTMENT

For The Test Year Ended December 31, 2020

85.24%

Line Test Period NC/SC 100%

No. Allocated Amounts [1] NC/SC Amounts

Income Statement Effect:  

1 0843200- LNG Maint of Structures & Impr $5,129 $6,017

2 0843400- LNG Maint Purification Equip 0 0

3 0843500- LNG Maint Liquefaction Equip 180 211

4 0843600- LNG Maint Vaporization Equip 61,770 72,466

5 0843700- LNG Maint Compressor Equip 29,245 34,310

6 0843800- LNG Maint Measure/Reg Equip 0 0

7 0843900- LNG Maint Other Storage Equip 150,886 177,013

8 0844100-LNG Ops Supv Eng Labor & Exp 332,755 390,375

9 0845200-LNG Power 105,116 123,318

10 0846201- LNG Operation Labor & Exp 1,351,535 1,585,564

11 Total LNG Terminating, Processing & Operating Expense $2,036,617 $2,389,274

12 Public Staff NC Design Day Pro Forma Allocation % 83.16% [2]

13 NC Allocated LNG O&M Expenses per Public Staff 1,986,968

14 NC Allocated LNG O&M Expenses per Company 2,036,617

15 Public Staff LNG O&M Expense Adjustment ($49,649)

16 Gas in Storage @ May 31, 2021 - adjustment  to use the Public Staff allocation factor (971,458) [4]

17 Fixed Gas Costs - @ May 31, 2021 - adjustment  to use the Public Staff allocation factor (3,555,606) [5]

Balance Sheet Effect: Plant [3] Acc Depreciation [3] Depreciation Rate [3]

Depreciation 

Expense [3]

18 26000   Land and Land Rights $6,967,666 $0 0.00% 0

19 26100   Structures & Improvements 58,233,357             8,238,504 2.02% $978,246

20 26200   Gas Holders 12,998,370             10,666,079 1.48% 159,984

21 26300   Purification Equipment 26,468,997             3,378,985 2.46% 541,499

22 26310   Liquefaction Equipment 23,672,863             3,954,257 2.06% 405,549

23 26320   Vaporizing Equipment 34,775,344             7,056,711 3.43% 991,952

24 26330   Compressor Equipment 10,627,474             1,906,229 2.51% 221,834

25 26340   Measuring & Reg Equipment 719,800                  78,942 3.10% 18,557

26 26350   Other Equipment 9,298,087               2,074,337 2.98% 230,428

183,761,958 37,354,044

27 Public Staff NC Design Day Pro Forma Allocation % 83.16% 83.16%

28 NC Storage Plant per Public Staff 152,820,119 (33,406,264) 3,548,047

29 NC Storage Plant per Company 156,638,693 (31,840,587) 3,636,704

30 Public Staff LNG 2 State Adjustments ($3,818,573) ($1,565,676) ($88,656)

31 Property Tax Adjustment per Public Staff ($26,648)

[1] Per G-1 filing, Item 1, Attachment 9 of 9.

[2] Per Public Staff witness Metz.

[3] May Update 

[4] 32-2 Supplemntal - CWC UPDATE-May using the Public Staff Design Day allocation factor

[5] Cost of Gas per Public Staff witness Patel X Public Staff Design Day allocation factor. 
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Perry Exhibit I 

Schedule 3-7

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO CUSTOMER PAYMENT FEES

For The Test Year Ended December 31, 2020

Line

No. Item Amount

1 Estimated annual Speedpay transactions  586,303           [1]

2 Speedpay rate per transaction $1.50 [2]

3 Annual Speedpay transaction expenses (L1 x L2) $879,455

4 NC allocation 71.52% [1]

5 Public Staff annual Speedpay transaction expenses (L3 x L4) 628,986           

6 Company pro forma customer payment fees 1,467,634        [1]

7 Public Staff adjustment to pro forma expenses (L5 - L6) ($838,648)

[1] Per G-1 Item 4J_Customer Payment Fees Adj.

[2] Contracted third-party fee approved in Docket No. E-7, Subs 1213 and 1214.
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Schedule 3-8

PIEDMONT NATURAL GAS COMPANY

Docket No. G-9, Sub 743

ADJUSTMENT TO RATE CASE EXPENSE

For The Test Year Ended December 31, 2018

Line Company

Actual 

Payments as of 50% of Public Staff

No. Item Amount [1] May 31, 2021 [2] Difference Difference Amount [3]

(a) (b) (c) (d) (e)

1 Legal $500,000 $200,431 $299,569 149,785 $350,215

2 ROE Witness 100,000 33,282 66,718 33,359 66,641

3 Lead Lag Witness  ( Management Application Consulting) 4,500 4,500 2,250 2,250

4 CCOS Witness (Witness Menhorn from  MCR) Plus Cost Model (b) 227,000 197,980 29,020 14,510 212,490

5 Other Consultants 45,790 45,790

Regulatory Notices: 0 0

6             Newspapers 215,000 215,000 107,500 107,500 [4]

7             Customer Mailings 250,000 278,330 (28,330) (14,165) 264,165 [4]

8 PNG Travel and Misc Expense (Guident) 10,000 6,918 3,082 1,541 8,459

9 Total Amount $1,306,500 $762,731 $589,559 294,780 $1,057,510

10 Amortization Period 4 [5]

11 Public Staff Proposed annual amortization expense 264,378

12 Company Proposed Annual Amortization Expense 501,408

13 Rate Case Expense Public Staff Adjustment  ($237,030)

[1] G-1, Item 4Q_Rate Case Adj

[2] Per updated Company data request responses to DR 25, Item 2

[3] Actual payments as of May 31, 2021 X 50% of difference

[4] Same as Column (b)

[5] Per Public Staff.
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Schedule 3-9

Line North Carolina

No. Item Amount

Income Statement Effect:  

1 Unamortized Deferred Balance, as approved for rate recovery per the Company's 2019 rate case. $54,449,944 [1]

2 Add: Incremental deferred PIM-T expenses 7/1/2019 - 11/30/2019 7,035,358 [2]

3 Add: Updated deferred PIM-T expenses 12/1/2019 - 11/30/2020 17,953,498 [2]

Add: Updated deferred PIM-T expenses 12/1/2020 - 2/28/2021 1,942,117 [2]

4 Add: Updated deferred PIM-T expenses 3/1/2021 - 5/31/2021 3,962,179 [2]

85,343,096

5 Less: Amortization expense 6/30/2019 to 10/312019 ($2,268,748)

6 Less: Amortization expense 11/1/2019 to 12/31/2020 (26,090,598)

7 Total amortization expense through December 31, 2020 (28,359,346)

8 Total Deferred PIM Costs per Public Staff 56,983,751

9 Amortization period in years 4 [3]

10 Amortization of Deferred PIM Costs per Public Staff 14,245,938

11 Amortization of Deferred PIM Costs per Company 13,202,852 [4]

12 Public Staff Adjustment to Amortization of PIM Costs $1,043,086

Rate Base Effect:

13 Unamortized Pipeline Integrity Costs at December 31, 2020 $56,983,751 [5]

14 Less:  Ongoing amortization reflected in O&M expenses 14,245,938 [6]

15 Unamortized PIM balance per Public Staff 42,737,813

16 Deferred Pipeline Integrity Costs per Company 66,246,607 [7]

17 Unamortized Pipeline Integrity Costs per Public Staff ($23,508,794)

[1] G-1, Item 4, 4P_PIM-T Adj, Summary tab, Line 1

[2] Per Public Staff witness Feasel review of Company data request responses.

[3] Per Public Staff.

[4] G-1, Item 4, 4P_PIM-T Adj, Summary tab, Line 6

[5] Line 8.

[6] Line 10.

[7] Calculated based on G-1, Item 4, 7_WorkingCapital Adj, G PIM-D and PIM-T tab

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

AMORTIZATION OF PIPELINE INTEGRITY MANAGEMENT - TRANSMISSION COSTS

For The Test Year Ended December 31, 2020
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Schedule 3-10

Line North Carolina

No. Item Amount

Income Statement Effect:

1 Unamortized PIM-D Costs @ June 30, 2019 $0 [1]

2 Add: Incremental Deferred PIM-D expenses 1/1/2020 - 11/30/2020 3,835,882 [2]

3 Add: Updated Deferred PIM-D expenses 12/1/2020 - 2/28/2021 2,689,444 [2]

4 Add: Updated Deferred PIM-D expenses 3/1/2021 - 5/31/2021 2,710,983 [2]

9,236,309

5 Less: Amortization expenses from 11/1/2019 to 12/31/2020 0

6 Total Deferred PIM-D Costs per Public Staff 9,236,309

7 Amortization period in years 4 [3]

8 Amortization of Deferred PIM Costs per Public Staff 2,309,077

9 Amortization of Deferred PIM Costs per Company 1,191,131 [1]

10 Public Staff Adjustment to Amortization of PIM-D Costs $1,117,946

Rate Base Effect:

11 Unamortized Distribution Pipeline Integrity Costs at December 31, 2020 $9,236,309 [4]

12 Less:  Ongoing amortization reflected in O&M expenses 2,309,077 [5]

13 Unamortized PIM-D balance per Public Staff 6,927,232

14 Deferred Distribution Pipeline Integrity Costs per Company 4,127,396 [6]

15 Unamortized Distribution Pipeline Integrity Costs per Public Staff $2,799,836

[1] G-1, Item 4O_PIM-D Adj. Tab: Summary

[2] Per Public Staff witness Feasel review of Company data request responses.

[3] Per Public Staff.

[4] Line 6.

[5] Line 8.

[6] Calculated based on G-1, Item 4, 7_WorkingCapital Adj, G PIM-D and PIM-T tab

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

AMORTIZATION OF PIPELINE INTEGRITY MANAGEMENT - DISTRIBUTION COSTS

For The Test Year Ended December 31, 2020

I/A



Perry Exhibit I 

Schedule 3-11

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO AMORTIZATION OF ENVIRONMENTAL COSTS

For The Test Year Ended December 31, 2020

Line  

No. Item Amount

Income Statement Effect:  

1 Unamortized Environmental Costs @ May 31, 2021 ($55,817) [1]

2 Add: Incremental deferred Environmental expenses 7/1/2019 - 10/31/2020 777,964 [2]

3 Add: Updated deferred Environmental expenses 11/1/2020 - 3/31/2021 211,854 [2]

4 Add: Updated deferred Environmental expenses 4/1/2021 - 5/31/2021 89,360 [2]

1,023,362

5 Less: Amortization expense 11/1/2019 to 12/31/2019 ($2,326)

6 Less: Amortization expense 1/1/2020 to 11/30/2021 (26,746)

7 Total amortization expense through November 30, 2021 (29,071)

8 Total Deferred Environmental Costs per Public Staff 1,052,433

9 Amortization period in years 4 [3]

10 Amortization of Deferred Environmental Costs per Public Staff 263,108

11 Amortization of Deferred Environmental Costs per Company 208,329 [4]

12 Public Staff Adjustment to Amortization of Environmental Costs $54,779

Rate Base Effect:

13 Unamortized Deferred Environmental Costs @ October 31, 2021 $1,052,433 [5]

14 Less:  Ongoing amortization reflected in O&M expenses $263,108 [6]

15 Unamortized Environmental balance per Public Staff $789,325

16 Deferred Environmental Costs per Company 599,403 [7]

17 Unamortized Environmental Costs per Public Staff $189,922

[1] G-1, Item 4, 4N_Environmental Adj, Summary tab, Line 1

[2] Per Public Staff witness Feasel review of Company data request responses.

[3] Per Public Staff.

[4] G-1, Item 4, 4N_Environmental Adj, Summary tab, Line 6

[5] Line 8.

[6] Line 10.

[7] G-1, Item 4, 7_WorkingCapital Adj, N Environmental Exp tab, cell E26

I/A
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Schedule 3-12

Line Public Staff

No. Item Amount

(a)

1 Undercollection of Regulatory Fees at October 31, 2019 $443,793 [1]

2 Amortization through November 30, 2021 (212,650) [4]

3 Projected Balance for Recovery (Line 1 + Line 2) 231,143

4 Proposed amortization period, in years 4                               [5]

5 Proposed annual amortization expense   (Line 3 / Line 4)                        57,786 

6 Less:  Amortized expense amount included in the Test Period 110,948 

7 Undercollection for Recovery (Line 5 - Line 6) ($53,162)

Rate Base Effect:

8 Unamortized Regulatory Fee Costs @ November 30, 2021 $231,143

9 Less:  Ongoing amortization reflected in O&M expenses (57,786)                     

10 Unamortized Regulatory Fee balance per Public Staff 173,357

11 Deferred Regulatory Fee Costs per Company 203,405 [6]

12 Unamortized Regulatory Fee Costs per Public Staff ($30,048)

[1] Balance at 10/31/2021 per G-9, Sub 743.

[2] G-1, Item 4a, Page 93, Line 2

[3] Monthly amortization expense times 23 months. 

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

AMORTIZATION DUE TO REGULATORY FEE UNDERCOLLECTION

For The Test Year Ended December 31, 2020

I/A



Perry Exhibit I 

Schedule 3-13

Page 1 of 2

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

For The Test Year Ended December 31, 2020

Line North Carolina

No. Item Amount

1 Amortization of Deferred Eastern O&M per Public Staff $159,616

2 Amortization of Deferred Eastern O&M per Company 297,759 [3]

3 Adjustment to Deferred Eastern O&M Amortization  (L1-L2) ($138,143)

[1] Per Schedule 3-9, Page 2 of 2.

[2] Per Public Staff witness

[3] Public Staff Settlement Exhibit in Docket No. G-9, Sub 743.

ADJUSTMENT TO AMORTIZE EASTERN NC DEFERRED O&M EXPENSES

I/A



Perry Exhibit I 

Schedule 3-13

Page 2 of 2

Assumptions:

Annual Interest Rate 6.29%

Term in number of months 48                        

Principal Subject to Amortization 563,150               

Period Beginning Balance

Monthly

Charge

Amortization of 

Principal

Interest

Income Ending Balance

Dec-21 $563,150 [1] $13,301 $10,348 $2,953 $552,802

Jan-22 552,802 13,301 10,402 2,899 542,399

Feb-22 542,399 13,301 10,457 2,844 531,942

Mar-22 531,942 13,301 10,512 2,790 521,431

Apr-22 521,431 13,301 10,567 2,734 510,864

May-22 510,864 13,301 10,622 2,679 500,241

Jun-22 500,241 13,301 10,678 2,623 489,563

Jul-22 489,563 13,301 10,734 2,567 478,829

Aug-22 478,829 13,301 10,790 2,511 468,039

Sep-22 468,039 13,301 10,847 2,454 457,192

Oct-22 457,192 13,301 10,904 2,398 446,288

Nov-22 446,288 13,301 10,961 2,340 435,327                  

Dec-22 435,327 13,301 11,018 2,283 424,309                  

Jan-23 424,309 13,301 11,076 2,225 413,232                  

Feb-23 413,232 13,301 11,134 2,167 402,098                  

Mar-23 402,098 13,301 11,193 2,109 390,905                  

Apr-23 390,905 13,301 11,251 2,050 379,654                  

May-23 379,654 13,301 11,310 1,991 368,343                  

Jun-23 368,343 13,301 11,370 1,932 356,974                  

Jul-23 356,974 13,301 11,429 1,872 345,544                  

Aug-23 345,544 13,301 11,489 1,812 334,055                  

Sep-23 334,055 13,301 11,550 1,752 322,506                  

Oct-23 322,506 13,301 11,610 1,691 310,895                  

Nov-23 310,895 13,301 11,671 1,630 299,224                  

Dec-23 299,224 13,301 11,732 1,569 287,492                  

Jan-24 287,492 13,301 11,794 1,508 275,699                  

Feb-24 275,699 13,301 11,856 1,446 263,843                  

Mar-24 263,843 13,301 11,918 1,384 251,925                  

Apr-24 251,925 13,301 11,980 1,321 239,945                  

May-24 239,945 13,301 12,043 1,258 227,902                  

Jun-24 227,902 13,301 12,106 1,195 215,796                  

Jul-24 215,796 13,301 12,170 1,132 203,626                  

Aug-24 203,626 13,301 12,234 1,068 191,393                  

Sep-24 191,393 13,301 12,298 1,004 179,095                  

Oct-24 179,095 13,301 12,362 939 166,733                  

Nov-24 166,733 13,301 12,427 874 154,306                  

Dec-24 154,306 13,301 12,492 809 141,814                  

Jan-25 141,814 13,301 12,558 744 129,256                  

Feb-25 129,256 13,301 12,624 678 116,632                  

Mar-25 116,632 13,301 12,690 612 103,943                  

Apr-25 103,943 13,301 12,756 545 91,187                    

May-25 91,187 13,301 12,823 478 78,363                    

Jun-25 78,363 13,301 12,890 411 65,473                    

Jul-25 65,473 13,301 12,958 343 52,515                    

Aug-25 13,301 13,301 0 (13,301)                   

Sep-25 (13,301) 13,301 13,371 (70) (26,672)                   

Oct-25 (26,672) 13,301 13,441 (140) (40,114)                   

Nov-25 (40,114) 13,301 13,512 (210) (53,625)                   

Sum of Monthly Charge from Dec-21 to Nov -22 $159,616

[1] Based on Ending Balance in Docket No. G-9, Sub 743.

PIEDMONT NATURAL GAS COMPANY

Docket No. G-9, Sub 781

Eastern Deferred O&M Amortization

For The Test Year Ended December 31, 2020

I/A



Perry Exhibit I 

Schedule 3-14

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO CHANGES FOR REGULATORY FEE EXPENSE

For The Test Year Ended December 31, 2020

Line

No. Item  Amount

 

1 Adjusted Test Year Sales and Transportation Revnues $1,047,021,735 [1]

2 Less:

3    Uncollectibles 4,801,555 [2]

4 Amount Subject to Fee 1,042,220,180

5 Current Regulatory fee rate 0.130% [3]

6 Adjusted Fee per Public Staff (L4 x L5) 1,354,886

7 Adjusted Fee per Company 1,353,825 [1]

8 Public Staff Adjustment to Regulatory Fee (L6 - L7) $1,061

 

 

[1] G-1, Item 4R_Reg Commission Fee Adj.

[2] Perry Exhibit I, Schedule 3-4, Line 9.

[3] Per Commission Order on June 18, 2019, in Docket No. M-100, Sub 142.

I/A



Perry Exhibit I 

Schedule 3-15

Piedmont Natural Gas Company

Docket No. G-9, Sub 781

ADJUSTMENT TO INFLATION EXPENSE

For The Test Year Ended December 31, 2020

Line  

No. Item Amount

1 Non-adjusted O&M expenses per the Company $210,366,163 [1]

2 Less adjusted expenses per Company filing 140,622,940 [1]

3 Total expenses subject to inflation per Company 69,743,223

Less: Additional Expenses adjusted by Company

4 Test Year Customer Growth Expenses - growth not applied because growth too high, expenses too high (28,024,252) [1]

Less: Additional Expenses adjusted by Public Staff elsewhere

5 Board of Director Expenses ($721,478) [2]

6 LNG O&M expenses (2,088,673) [2]

7 Remove lobbying expenses (75,805) [2]

8 Remove sponsorships and dues (782,303) [2]

9 Remove Board of Directors expenses (803,450) [2]

10 Test year advertising expenses (1,056,662) [2]

11 Adjusted expenses not subject to inflation adjustment (Sum of L5 through L10) (5,528,371)

12 Non-adjusted O&M expenses per the Public Staff (L3 + L4 + L11) $36,190,600

13 Inflation index 1.93% [3]

 

14 Inflation adjustment per Public Staff (L12 x L13) 698,479

15 Inflation adjustment per Company 1,413,789 [1]

16 Adjustment to non-adjusted O&M expenses increased for inflation (L14 - L15) ($715,311)

[1] G-1 Item 4a, Page 102. Native file 2019-04-04 File 16.xls

[2] Perry Exhibit I, Schedule 3 and test year expenses in the MFR G-1, Item 2.

[3] Company's methodolgoy updated per Public Staff Witness Hinton. 

I/A
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Schedule 3-16

PIEDMONT NATURAL GAS COMPANY

Docket No. G-9, Sub 743

ADJUSTMENT TO AVIATION EXPENSES

For The Test Year Ended December 31, 2018

Line

No. Amount

1 NC Direct $301,167 [1]

2 2-State 28,912                    [1]

3 3-State $37,823 [1]

4 Utility Patrol expense allocated to NC 367,902                  

5 Total Other Aviation Expense Allocated to NC Operations in 2020 557,818 [1]

6 Percentage of Aviation expenses to be excluded:

7 Miles disallowed 170,342 [2]

8 Total Miles 202,060           [2]

9 Percentage of Aviation expenses to be disallowed (line 7/line 9) 84.30%

10 Amount of Aviation expense allowed (1- 84.30% =15.70%) 15.70% 87,577 [3]

11 Total Aviation Expense Allowed per Public Staff 455,479

12 Total Aviation Expense per Company 646,575

13 Public Staff Adjustment to Aviation O&M expenses (L11 - L12) ($191,096)

[1] Company adjustment 4L_ Aviation Adj PS

[2] Calculated by Public Staff based on Company response to Public Staff Data Request No. 69, Item 4c.

[3] Line 5 X Public Staff allowable percenatge of 15.70%.

Item

I/A
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Schedule 3-17

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT TO LOBBYING EXPENSE

For The Test Year Ended December 31, 2020

Line

No. Item Amount

1 Remove Test Year Stakeholder Strategy charges related to lobbying $60,633 [1]

2 Remove Federal Government Affairs charges related to lobbying 45,240 [1]

3 Total Public Staff adjustment to remove lobbying expenses (L1 + L2) $105,873

4 NC Allocation Percentage 71.9000% [2]

5 Public Staff adjustment to lobbying expense (L3 X L4) $76,123

[1] Based on Company response to Public Staff Data Request 84-1 i-vii, and 84-3

[2] NC allocation factor.

I/A



Perry Exhibit I 

Schedule 3-18

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

ADJUSTMENT FOR SPONSORSHIPS & DUES

For The Test Year Ended December 31, 2020

Line

No. Item 3 State NC Direct Total

(a) (b) (c)

1 Sponsorships $1,458 [1] $54,631 [1] $56,089 [1]

2 Chamber of Commerce Dues 10,744 [2] 10,744 [2]

3 Total amount removed  (L1 +  L2) $12,201 $54,631 $66,833

4 NC Test Year Allocator % 71.90% 100%

5 Public Staff adjustment to sponsorship & dues (L3 X L 4) ($8,773) ($54,631) ($63,404)

[1] Per Public Staff Data Request Response 54-2 CONFIDENTIAL attachment.

[2] Item 11 Attachment 2_CONFIDENTIAL 

I/A
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Schedule 3-19

Line 

No.

Account 

No.

Merchandising, 

Jobbing, and CNG

Nonutility Equity 

Investments [1] NC Total [5]

Expenses subject to allocation:

1. 90370 Postage $2,558,076 [1]

2. 90500 Misc. Customer Acctg. Exp 11,438 [1]

3. 92000 Admin & General Salaries - officers $1,484,326 [1] $1,484,326 [2]

4. Corporate Office Rent $7,105,112 [1]

5. Incentive Pay - LTIP, STIP 774,886 [3] $774,886 [3]

Employee Benefits Education 78,706 [1]

Directors' Fees, Expenses & Shareholder Expense 95,923 [1]

6. 92198 Supplies and Expenses 10,338,009 [3]

7. 9232000 Outside services 11,783,515 [3]

8. 92140, 92154 Computer Services 3,862,852 [3] 3,862,852 [3]

9. 92510 Insurance Premiums 3,004,348 [1] 3,004,348 [3]

10. 92520 Safety Programs, Materials 1,135,690 [1]

11. 93230 Maintenance Other General Plant 777,513 [1] 777,513

12. Total (Sum of L1 thru L12) $43,010,394 $9,903,924

13. Allocation factors 1.1638% 0.3895%

14. Public Staff Amount (L13 x L14) 500,209 38,643 $538,852

15. Company Amount 408,160 0 408,160

16. Public Staff adjustment (L15 - L16) $92,049 $38,643 $130,692

Plant-related nonutility adjustment:

Decrease in Plant in Service ($4,168,721) [4]

Decrease in Accumulated Deprecation 1,403,178 [4]

Decrease Net Nonutility PIS ($2,765,543)

Decrease Depreciation Expense ($224,962) [4]

Decrease Property Tax ($13,687) [4]

Allocation Ratios:

Revenues Payroll Property Average

Utility 98.26% 97.70% 99.38% 98.45%

Merchandise and Jobbing 1.19% 2.30% 0.00% 1.16%

Other Non-Utility 0.55% 0.00% 0.62% 0.39%

Total 100.00% 100.00% 100.00% 100.00%

1.55%

[1] Per Company's adjustment,4K_Non-Utility Adj

[2] Per Data Request Response 125-1&2 CONFIDENTIAL Attachment.

[3] Per Company's adjustment,4K_Non-Utility Ad, NC Alloc IS Dec 2020 tab.

[4] Per Perry Exhibit I, Schedule 2- 1 (c).

[5]    Column (a) + Column (b) + Column(c).

Description

PIEDMONT NATURAL GAS COMPANY

Docket No. G-9, Sub 743

ADJUSTMENT TO NONUTILITY

For The Test Year Ended December 31, 2018

I/A
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Schedule 3-20

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

INTEREST SYNCHRONIZATION ADJUSTMENT

For The Test Year Ended December 31, 2020

Line  

No. Item  Amount  

1 Interest expense assigned to rate base per Company $93,718,247 [1]

2 Interest expense assigned to rate base per Public Staff 84,770,937 [2]

3 Difference in interest expense tax deduction  (L2 - L1) (8,947,310)

4 Adjustment to state income taxes  (L3 x 2.5%) 223,683

5 Adjustment to federal income taxes  (L3 + L4 x 21%) 1,831,962

6 Total adjustment to income taxes $2,055,644

[1] Bowman Exhibit_(QPB-8), Page 2.

[2] Perry Exhibit I, Schedule 4, Column (e), Line 1 + Line 2.

I/A



Perry Exhibit I 

Schedule 4

Before Recommended Increase

Line 

No. Item

Capitalization 

Ratios [1]

Original Cost 

Rate Base

Embedded 

Cost/Return 

%

Weighted 

Cost/Return %

Net Operating 

Income  Rate Base

Embedded 

Cost/Return 

% [1]

Weighted 

Cost/Return %

Net Operating 

Income

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Long term debt 48.81% $2,076,363,605 [2] 4.08% [1] 1.9910% [5] $84,715,635 [7] $2,076,333,947 4.08% 1.99% [10] $84,714,425 [12]

 

2 Short term debt 0.65% 27,650,816 [2] 0.20% [1] 0.0010% [5] 55,302 [7] 27,650,421 0.20% 0.00% [10] 55,301 [12]

3 Common equity 50.54% 2,149,957,316 [2] 9.44% [4] 4.7690% [5] 202,876,629 [8] 2,149,926,607 9.42% 4.76% [10] 202,523,086 [12]

 

4 Totals 100.00% $4,253,971,738 [3] 6.76% [6] $287,647,566 [9] $4,253,910,975 6.75% [11] $287,292,812 [13]

[1] Per Public Staff Witness Hinton. [8] Column (e), Line 4 - Line 1 - Line 2.

[2] Column (a) x Column (b), Line 4. [9] Perry Exhibit I, Schedule 3.

[3] Perry Exhibit I, Schedule 2. [10] Column (a) x Column (f).

[4] Column (e) / Column (b). [11] Column (h), Line 4 / Column (b), Line 4.

[5] Column (a) x Column (c). [12] Column (b) x Column (f).

[6] Column (e), Line 4 / Column (b), Line 4. [13] Sum of Line 1 thru L3.

[7] Column (b) x Column (c).

After Recommended Increase

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

RETURN ON EQUITY AND ORIGINAL COST RATE BASE

For The Test Year Ended December 31, 2020

I/A
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Schedule 5

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

CALCULATION OF INCREASE (DECREASE) IN

REVENUE REQUIREMENT

For The Test Year Ended December 31, 2020

Line 

No. Item Long Term Short Term Equity Total

(a) (b) (c) (d)

1 Required net operating income $84,714,425 [1] $55,301 [1] $202,523,086 [1] $287,292,812

2 Net operating income before proposed increase 84,715,635 [2] 55,302 [2] 202,876,629 [2] 287,647,566

 

3 Additional net operating income requirement (L1 - L2) (1,210) (1) (353,543) (354,754)

 

4 Retention factor 0.994382 [3] 0.994382 [3] 0.7659230 [4]

 

5 Additional gross revenue requirement (L3 / L4) ($1,217) ($1) ($461,590) ($462,808)

 

[1] Perry Exhibit I, Schedule 4, Column (h).

[2] Perry Exhibit I, Schedule 4, Column (e).

[3] Perry Exhibit I, Schedule 5 (a), Column (d), Line 10.

[4] Perry Exhibit I, Schedule 5 (a), Column (d), Line 13.

                                  

Debt

I/A



 

I/A



Perry Exhibit II 
Schedule 1

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781

ADJUSTMENT TO FLOWBACK PROTECTED EDIT DUE TO TAX CUTS 
AND JOBS ACT

For The Test Year Ended December 31, 2020

Line
No. Amount

Income Statement
1 Regulatory liability for federal tax change related to protected EDIT - NC ($201,146,975) 1/
2 Annual amortization percentage 1.967% 2/
3 Annual amortization of protected EDIT - NC (L2 x L3) (3,957,505)
4 Amount included in rate from prior rate case (4,061,162) 3/
5 Annual amortization of protected EDIT - NC, net of tax (L3 + L4) $103,657

Rate Base
6 Adjustment to regulatory assets and liabilities (L3) $3,957,505
7 Adjustment  to accumulated deferred income taxes per Company 0
8 Adjustment to rate base (L6 + L8) $3,957,505

1/ Data Request Response 84-1 Attachment 1 of 2 at 12-31/20 + 11 months of amortization thru 11-30-21
2/ Remaining rider years appropved in the Sub 743 rate case. 
3/ Amount reflected in the Sub 743 rate case.

Item

I/A



Perry Exhibit II 
Schedule 2

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781

CALCULATION OF LEVELIZED FEDERAL UNPROTECTED EDIT 
RIDER CREDIT

For The Test Year Ended December 31, 2020

Year 1 Year 2 Year 3 Total
Line Revenue Revenue Revenue Revenue
No. Item Requirement Requirement Requirement Requirement

(a) (b) (c) (f)
Annuity Factor

1 Number of years 3 1/
2 Payment per period 1
3 After tax rate of return 6.296% 2/

4 Present value of 1 dollar over number of years with
5    with 1 payment per year 2.6584
6 1 plus (interest rate divided by two) 1.0315              
7 Annuity factor (L4 x L5) 2.7421              

8 Total NC retail regulatory liability to be amortized ($46,920,618) 3/ ($46,920,618) 3/ ($46,920,618) 3/
9 Line 7 2.7421 2.7421 2.7421

10 Levelized rider federal EDIT regulatory liability (L8 / L9) (17,111,199) (17,111,199) (17,111,199) (51,333,597)     5/
11 Retention factor 0.7659230 4/ 0.7659230 4/ 0.7659230 4/ 0.7659230 4/
12 Levelized rider federal EDIT credit (L5 / L6) ($22,340,624) ($22,340,624) ($22,340,624) ($67,021,873)

1/ Remaining rider period approved in the prior rate case in Docket No G-9, Sub 743.
2/ Perry Exhibit II, Schedule 3(a), Line 3.
3/ Data Request Response 84-1 Attachment 1 of 2 at 12-31/20 + 11 months of amortization thru 11-30-21
4/ Perry Exhibit I, Schedule 5, Line 4.
5/ Column (a) plus Column (b).

I/A



Perry Exhibit II 
Schedule 2(a)

Line
No. Amount

Annuity Factor
1 Number of years 3 1/
2 Payment per period 1
3 After tax rate of return (L9) 6.296%

4 Present value of 1 dollar over number of years with
   with 1 payment per year 2.6584

5 1 plus (interest rate divided by two) 1.0315           
6 Annuity factor (L4 x L5) 2.7421           

Overall
Capital Cost Rate of Net of Tax

Structure Rates Return [3] Rate 4/
(a) (b) (c) (d)

After Tax Rate of Return
7 Long-term debt 48.81% 2/ 4.08% 2/ 1.991% 1.534%
8 Short-term debt 0.65% 2/ 0.20% 2/ 0.001% 0.001%
9 Common equity 50.54% 2/ 9.42% 2/ 4.761% 4.761%
10 Total 100.00% 6.754% 6.296%

1/ Remaining rider period approved in the prior rate case in Docket No G-9, Sub 743.
2/ Perry Exhibit I, Schedule 4.
3/ Column (a) times Column (b).
4/ Column (c) times (1 minus combined income tax rate of 22.975%)

Item

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781

CALCULATION OF ANNUITY FACTOR FOR EDIT LIABILITY 
RIDER

For The Test Year Ended December 31, 2020

I/A



Perry Exhibit II 
Schedule 3

Year 1 Total
Line Revenue Revenue
No. Item Requirement Requirement 4/

(a) (c)

1 Total NC retail regulatory liability to be amortized ($15,224,449) 1/
2 Annuity factor 0.9704 2/
3 Levelized rider EDIT regulatory liability (L1 / L2) (15,688,838) ($15,688,838)
4 Retention factor 0.7659230 3/ 0.7659230 3/
5 Levelized rider EDIT credit (L5 / L6) ($20,483,570) ($20,483,570)

1/ Data Request Response 84-1 Attachment 1 of 2 at 12-31/20 + 11 months of amortization thru 11-30-21
2/ Perry Exhibit II, Schedule 3(a), Line 3.
3/ Perry Exhibit I, Schedule 5, Line 4.
4/ Column (a) plus Column (b).

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781

CALCULATION OF LEVELIZED STATE EDIT RIDER CREDIT

For The Test Year Ended December 31, 2020

I/A



Perry Exhibit II 
Schedule 3(a)

Line
No. Amount

Annuity Factor
1 Number of years 1 1/
2 Payment per period 1
3 After tax rate of return (L9) 6.296%

4 Present value of 1 dollar over number of years with
   with 1 payment per year 0.9408

5 1 plus (interest rate divided by two) 1.0315                     
6 Annuity factor (L4 x L5) 0.9704                     

Overall
Capital Cost Rate of Net of Tax

Structure Rates Return Rate [4]
(a) (b) (c) (d)

After Tax Rate of Return
7 Long-term debt 48.81% 2/ 4.08% 2/ 1.991% 1.534%
8 Short-term debt 0.65% 2/ 0.20% 2/ 0.001% 0.001%
9 Common equity 50.54% 2/ 9.42% 2/ 4.761% 4.761%

10 Total 100.00% 6.754% 6.296%

1/ Remaining rider period approved in the prior rate case in Docket No G-9, Sub 743.
2/ Perry Exhibit I, Schedule 4.
3/ Column (a) times Column (b).
4/ Column (c) times (1 minus combined income tax rate of 22.975%)

Item

Piedmont Natural Gas Company, Inc.
Docket No. G-9, Sub 781

CALCULATION OF ANNUITY FACTOR FOR EDIT LIABILITY RIDER
For The Test Year Ended December 31, 2020
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NORTH CAROLINA 

PUBLIC STAFF 

UTILITIES COMMISSION 

Executive Director Communications Economic Research Legal Transportation 

(919) 733-2435 (919) 733-5610 (919) 733-2267 (919) 733-6110 (919) 733-7766 

Accounting Consumer Services Electric Natural Gas Water 

(919) 733-4279 (919) 733-9277 (919) 733-2267 (919) 733-4326 (919) 733-5610 

4326 Mail Service Center • Raleigh, North Carolina 27699-4300 

An Equal Opportunity / Affirmative Action Employer

June 1, 2020 

Ms. Kimberley A. Campbell, Chief Clerk 
North Carolina Utilities Commission 
4325 Mail Service Center 
Raleigh, North Carolina 27699-4300 

Re: Docket No. G-9, Sub 722 

Dear Ms. Campbell: 

In accordance with the Commission’s Order Granting Extension of Interim 
Authority to Operate Under Second Revised Agreement and Requiring Public 
Staff Action issued in this docket on April 20, 2020, I transmit herewith for filing 
public and confidential versions of the Public Staff’s Recommendations and 
Proposed Order.   

By copy of this letter, I am forwarding a copy of the redacted version to all 
parties of record by electronic delivery. The confidential version will be provided 
to those parties that have entered into a confidentiality agreement. 

Sincerely, 

Electronically submitted 
/s/ Elizabeth D. Culpepper 
Staff Attorney 
elizabeth.culpepper@psncuc.nc.gov 

Attachments 

PERRY EXHIBIT III
I/A

mailto:elizabeth.culpepper@psncuc.nc.gov


STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
 

DOCKET NO. G-9, SUB 722 
 
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 

In the Matter of 
Consolidated Natural Gas Construction and 
Redelivery Services Agreement Between 
Piedmont Natural Gas Company, Inc., and 
Duke Energy Carolinas, LLC 

)
) 
) 
) 

PUBLIC STAFF 
RECOMMENDATIONS AND 

PROPOSED ORDER 

 
NOW COMES THE PUBLIC STAFF – North Carolina Utilities Commission 

(Public Staff), by and through its Executive Director, Christopher J. Ayers, and 

respectfully submits its recommendations and proposed order in response to the 

Commission’s Order Granting Extension of Interim Authority to Operate Under 

Second Revised Agreement and Requiring Public Staff Action issued in this docket 

on April 20, 2020 (Second Interim Order). 

BACKGROUND 

1. On July 26, 2004, in Docket No. G-9, Sub 491, Piedmont Natural Gas 

Company, Inc. (Piedmont), filed an application for approval of a multi-year Gas 

Redelivery Agreement (Original Agreement) between Piedmont and Duke Power 

Company, the predecessor of Duke Energy Carolinas, LLC (DEC). In summary, 

the Original Agreement set the rates and terms by which Piedmont proposed to 

provide natural gas redelivery service to DEC’s Lincoln County Combustion 

Turbine Facility (Lincoln Plant). On August 30, 2004, the Public Staff presented the 

Original Agreement to the Commission as an agenda item during a Regular Staff 
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Conference and recommended that the Commission approve the Original 

Agreement, which was approved by the Commission on September 3, 2004. 

2. On September 29, 2016, in Docket Nos. E-2, Sub 1095, E-7, Sub 

1100, and G-9, Sub 682, the Commission issued an Order Approving Merger 

Subject to Regulatory Conditions and Code of Conduct (Merger Order), approving 

the merger of Piedmont and Duke Energy Corporation, the parent company of 

DEC. Among other things, the Merger Order resulted in DEC and Piedmont 

becoming affiliates of one another, with contracts between DEC and Piedmont thus 

being subject to the requirements of N.C. Gen. Stat. § 62-153.  

3. On April 23, 2018, pursuant to N.C.G.S. § 62-153(b), Piedmont filed 

with the Commission in the instant docket a form of Consolidated Natural Gas 

Construction and Redelivery Services Agreement related to the construction of 

new incremental natural gas facilities (New Facilities) and the provision of 

additional redelivery service by Piedmont to DEC at the Lincoln Plant and 

Customer’s agreement to pay special contract rates and to guarantee certain 

margin recoveries by Piedmont to cover the costs of such service (Revised 

Agreement). Piedmont stated that the Revised Agreement consolidated, 

superseded, and expanded upon DEC’s and Piedmont’s rights and responsibilities 

under the Original Agreement for services at the Lincoln Plant.  

4. The Public Staff reviewed the proposed Revised Agreement and 

raised several concerns with Piedmont, particularly with respect to the degree of 

system contribution provided for by the agreed rates set forth in the Revised 

Agreement. On November 16, 2018, Piedmont filed a revised Consolidated Natural 
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Gas Construction and Redelivery Services Agreement (Second Revised 

Agreement) between Piedmont and DEC. Piedmont stated that the Second 

Revised Agreement added a usage-based system support surcharge that was 

renegotiated with DEC in order to address the Public Staff's concerns related to 

system contributions by the New Facilities. Piedmont requested that the Second 

Revised Agreement be substituted in its entirety for the previously filed Revised 

Agreement and that the Commission approve the Second Revised Agreement at 

its earliest convenience. 

5. On January 10, 2020, Piedmont filed a Request for Authorization to 

Commence Service. Piedmont summarized the Public Staff’s investigation and 

stated that it engaged with the Public Staff in discussions about the utilization of 

usage-based system support charges for special contract arrangements as 

reflected in the Stipulation in Piedmont’s last general rate case in Docket No. G-9, 

Sub 743 (2019 Rate Case), and that those discussions were continuing. Piedmont 

further stated that it had been advised that DEC will require service to the New 

Facilities beginning February 1, 2020, and that Piedmont is physically able and 

willing to provide such service as requested by DEC since Piedmont proceeded 

with construction of those facilities notwithstanding the ongoing nature of 

discussions with the Public Staff about the appropriate rates for service through 

such facilities to provide such service as requested by DEC. Piedmont requested 

that the Commission authorize the commencement of incremental service to the 

Lincoln Plant effective February 1, 2020, on an interim basis, at the rates reflected 

in the Second Revised Agreement, which according to Piedmont include a 

I/A
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volumetric usage-based system support surcharge applicable to the New Facilities 

that will be subject to retroactive adjustment pursuant to a final order by the 

Commission in this proceeding. Finally, Piedmont stated that the Public Staff did 

not object to the requested interim authority.  

6. On January 28, 2020, the Commission issued the Order Granting 

Interim Authority to Operate Under Second Revised Agreement and Requiring 

Public Staff Action (Interim Order), which authorized Piedmont to commence 

service to DEC at the Lincoln Plant under the rates and other terms set forth in the 

Second Revised Agreement. Such interim authority was effective on February 1, 

2020, and shall end at midnight on April 30, 2020, unless it is extended by order 

of the Commission prior to its expiration. The Interim Order also required that the 

rates paid by DEC and received by Piedmont should be subject to retroactive 

adjustment if the Commission determines such an adjustment to be appropriate 

when the Commission takes final action on the Second Revised Agreement. The 

Interim Order also required that on or before March 16, 2020, the Public Staff file 

its final recommendations and a proposed order with the Commission in this 

docket, or place this matter on a Regular Staff Conference agenda, otherwise the 

Public Staff shall provide the Commission with a written report on the status of its 

review of the Second Revised Agreement no later than March 18, 2020. 

7. On March 18, 2020, the Public Staff filed a status report indicating 

that it was finalizing its recommendations and proposed order, and anticipated that 

it should be able to make the filing in the near future. 
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8. On April 14, 2020, Piedmont filed a Motion for Extension of 

Authorization to Provide Service. On April 20, 2020, the Commission issued the 

Second Interim Order, which authorized Piedmont to operate under the Second 

Revised Agreement and required the Public Staff to file its final recommendation(s) 

and proposed order on or before June 1, 2020. 

PUBLIC STAFF’S REVIEW 

9. The Public Staff has reviewed the Second Revised Agreement and 

other information provided by Piedmont in response to Public Staff data requests 

pursuant to the parameters set forth in N.C.G.S. § 62-140, N.C.G.S. § 62-142, and 

N.C.G.S. § 62-153(b). 

10. The Public Staff believes that the purpose of the volumetric rate 

component included in special and electric generation contracts is to provide 

recovery of costs related to existing local distribution company (LDC) infrastructure 

and operations and to prevent subsidization of the contract customer by the LDC’s 

other customers. The special and electric generation contracts are typically 

negotiated, and may be structured with (a) a demand charge that recovers the 

plant investment required to serve the customer, (b) margin and fixed gas cost 

components, (c) other negotiated volumetric components that provide system 

contributions, or (d) other contributions resulting from the contract terms that result 

in a benefit to the system. The volumetric rate component should be comparable 
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together to determine the appropriate usage-based system support surcharges for 

the special contract and electric generation arrangements filed by Piedmont. 

12. The Second Revised Agreement filed by Piedmont added a  

usage-based system support surcharge that was negotiated with DEC in order to 

address Public Staff concerns related to system contributions by the New 

Facilities. The Public Staff was not consulted regarding the specific methodology 

used by Piedmont to determine the usage-based system support surcharge prior 

to the filing of the Second Revised Agreement. Once the Second Revised 

Agreement was filed, and throughout 2019, the Public Staff sent data requests and 

reviewed the responses related to the new volumetric system support charge while 

discussions continued, including during the 2019 Rate Case. Based upon its 

investigation, the Public Staff found that the system support charge in the Second 

Revised Agreement [BEGIN CONFIDENTIAL]  
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e. The Commission in past cases has also had to make decisions 

based on bypass situations when a large transportation customer 

was in close proximity to the interstate pipeline. In a case involving 

Owens-Brockway Glass Container, Inc., and Piedmont (Docket No. 

G-9, Sub 395), the customer did not want to pay a tariff 

transportation rate to Piedmont to redeliver gas when it was so close 

in proximity to the interstate pipeline. In that case, the Commission 

found that the proposed bypass was probable and, therefore, 

ordered the parties to continue to negotiate until they came to an 

agreed upon rate. The final negotiated contract included a [BEGIN 

CONFIDENTIAL]  

 

. [END CONFIDENTIAL] 

f. Using the filed per books Allocated Cost of Service Study and 

revenue data reflected in the 2019 Rate Case, as well as the 

contract terms of the Second Revised Agreement, the Public Staff 

determined the operating and maintenance expenses assigned to 

Rate Schedule 113 – Large General Transportation (Firm) Service 

customers and the assigned volumes by customer class updated for 

the contract O&M and volumes and calculated an O&M per dt rate 

for firm transportation service between $0.09 per dt to $0.05 per dt, 

utilizing reasonably representative load factors for the New 

Facilities. 
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. [END 

CONFIDENTIAL] 

e. Even in a “bypass situation” where an industrial customer was 

located very close to an interstate pipeline, this Commission has 

concluded that a customer must pay a volumetric charge for 

transporting all volumes on Piedmont’s system. 

17. To summarize, in this docket, Piedmont is proposing to [BEGIN 

CONFIDENTIAL]  

 

 

 

 

 [END CONFIDENTIAL] and (b) is comparable to the 

volumetric pricing of other electric generators outside of Piedmont’s service 

territory, and (c) is generally a more reasonable and appropriate methodology 

[BEGIN CONFIDENTIAL] . [END CONFIDENTIAL] The 

Public Staff believes its recommendation is reasonable given the [BEGIN 

CONFIDENTIAL]  

 

 

. [END CONFIDENTIAL] Unless Piedmont renegotiates with DEC as 

set out above, the Public Staff recommends that the Commission impute [BEGIN 

CONFIDENTIAL]  [END 
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CONFIDENTIAL] for the New Facilities in Piedmont’s future general rate case 

proceedings when determining end of period and proposed revenues. In addition, 

the Public Staff recommends that Piedmont should be required to include the 

imputed revenues for the relevant period as a footnote in its GS-1 Reports. 

18. The Public Staff recommends that the Commission issue the 

proposed order approving the Public Staff’s recommendations, which is attached 

as Attachment A. 

Respectfully submitted, this the 1st day of June, 2020. 

 
      PUBLIC STAFF 
       

Christopher J. Ayers 
      Executive Director 
 
      Dianna W. Downey 
      Acting Chief Counsel 
 
      Electronically submitted 
      /s/ Elizabeth D. Culpepper 

Staff Attorney 
elizabeth.culpepper@psncuc.nc.gov 

 
430 North Salisbury Street 
4326 Mail Service Center 
Raleigh, North Carolina 27699-4300 
Telephone: (919) 733-6110 
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CERTIFICATE OF SERVICE 

 I do hereby certify that I have this day served a copy of the foregoing upon 

each of the parties of record in this proceeding or their attorneys of record by 

emailing them an electronic copy or by causing a paper copy of the same to be 

hand-delivered or deposited in the United States Mail, postage prepaid, properly 

addressed to each. 

 This the 1st day of June, 2020. 

       Electronically submitted 
       /s/ Elizabeth D. Culpepper 

I/A



 

 

ATTACHMENT A 
 
 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
 

DOCKET NO. G-9, SUB 722 
 
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 

In the Matter of 
Consolidated Natural Gas Construction and 
Redelivery Services Agreement Between 
Piedmont Natural Gas Company, Inc., and 
Duke Energy Carolinas, LLC 

)
) 
) 
) 

ORDER ALLOWING 
AGREEMENT TO  
BECOME EFFECTIVE 

 
BY THE COMMISSION: On July 26, 2004, in Docket No. G-9, Sub 491, Piedmont 

Natural Gas Company, Inc. (Piedmont), filed an application for approval of a multi-year 

Gas Redelivery Agreement (Original Agreement) between Piedmont and Duke Power 

Company, the predecessor of Duke Energy Carolinas, LLC (DEC). In summary, the 

Original Agreement set the rates and terms by which Piedmont proposed to provide 

natural gas redelivery service to DEC’s Lincoln County Combustion Turbine Facility 

(Lincoln Plant). On August 30, 2004, the Public Staff presented the Original Agreement 

to the Commission as an agenda item during a Regular Staff Conference and 

recommended that the Commission approve the Original Agreement, which was 

approved by the Commission on September 3, 2004. 

On September 29, 2016, in Docket Nos. E-2, Sub 1095, E-7, Sub 1100, and G-9, 

Sub 682, the Commission issued an Order Approving Merger Subject to Regulatory 

Conditions and Code of Conduct (Merger Order), approving the merger of Piedmont and 

Duke Energy Corporation, the parent company of DEC. Among other things, the Merger 
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Order resulted in DEC and Piedmont becoming affiliates of one another, with contracts 

between DEC and Piedmont thus being subject to the requirements of N.C. Gen. Stat. § 

62-153.  

On April 23, 2018, pursuant to N.C.G.S. § 62-153(b), Piedmont filed with the 

Commission in the instant docket a form of Consolidated Natural Gas Construction and 

Redelivery Services Agreement related to the construction of new incremental natural 

gas facilities (New Facilities) and the provision of additional redelivery service by 

Piedmont to DEC at the Lincoln Plant and Customer’s agreement to pay special contract 

rates and to guarantee certain margin recoveries by Piedmont to cover the costs of such 

service (Revised Agreement). Piedmont stated that the Revised Agreement consolidated, 

superseded, and expanded upon DEC’s and Piedmont’s rights and responsibilities under 

the Original Agreement for services at the Lincoln Plant.  

The Public Staff reviewed the proposed Revised Agreement and raised several 

concerns with Piedmont, particularly with respect to the degree of system contribution 

provided for by the agreed rates set forth in the Revised Agreement. On November 16, 

2018, Piedmont filed a revised Consolidated Natural Gas Construction and Redelivery 

Services Agreement (Second Revised Agreement) between Piedmont and DEC. 

Piedmont stated that the Second Revised Agreement added a usage-based system 

support surcharge that was renegotiated with DEC in order to address the Public Staff's 

concerns related to system contributions by the New Facilities. Piedmont requested that 

the Second Revised Agreement be substituted in its entirety for the previously filed 
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Revised Agreement and that the Commission approve the Second Revised Agreement 

at its earliest convenience. 

On January 10, 2020, Piedmont filed a Request for Authorization to Commence 

Service. Piedmont summarized the Public Staff’s investigation and stated that it engaged 

with the Public Staff in discussions about the utilization of usage-based system support 

charges for special contract arrangements as reflected in the Stipulation in Piedmont’s 

last general rate case in Docket No. G-9, Sub 743 (2019 Rate Case), and that those 

discussions were continuing. Piedmont further stated that it had been advised that DEC 

will require service to the New Facilities beginning February 1, 2020, and that Piedmont 

is physically able and willing to provide such service as requested by DEC since Piedmont 

proceeded with construction of those facilities notwithstanding the ongoing nature of 

discussions with the Public Staff about the appropriate rates for service through such 

facilities to provide such service as requested by DEC. Piedmont requested that the 

Commission authorize the commencement of incremental service to the Lincoln Plant 

effective February 1, 2020, on an interim basis, at the rates reflected in the Second 

Revised Agreement, which according to Piedmont include a volumetric usage-based 

system support surcharge applicable to the New Facilities that will be subject to 

retroactive adjustment pursuant to a final order by the Commission in this proceeding. 

Finally, Piedmont stated that the Public Staff did not object to the requested interim 

authority.  

On January 28, 2020, the Commission issued the Order Granting Interim Authority 

to Operate Under Second Revised Agreement and Requiring Public Staff Action (Interim 
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Order), which authorized Piedmont to commence service to DEC at the Lincoln Plant 

under the rates and other terms set forth in the Second Revised Agreement. Such interim 

authority was effective on February 1, 2020, and shall end at midnight on April 30, 2020, 

unless it is extended by order of the Commission prior to its expiration. The Interim Order 

also required that the rates paid by DEC and received by Piedmont should be subject to 

retroactive adjustment if the Commission determines such an adjustment to be 

appropriate when the Commission takes final action on the Second Revised Agreement. 

The Interim Order also required that on or before March 16, 2020, the Public Staff file its 

final recommendations and a proposed order with the Commission in this docket, or place 

this matter on a Regular Staff Conference agenda, otherwise the Public Staff shall provide 

the Commission with a written report on the status of its review of the Second Revised 

Agreement no later than March 18, 2020. 

On March 18, 2020, the Public Staff filed a status report indicating that it was 

finalizing its recommendations and proposed order, and anticipated that it should be able 

to make the filing in the near future. 

On April 14, 2020, Piedmont filed a Motion for Extension of Authorization to 

Provide Service. On April 20, 2020, the Commission issued the Order Granting Extension 

of Interim Authority to Operate Under Second Revised Agreement and Requiring Public 

Staff Action issued in this docket on April 20, 2020 (Second Interim Order), which 

authorized Piedmont to operate under the Second Revised Agreement and required the 

Public Staff to file its final recommendation(s) and proposed order on or before June 1, 

2020. 
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On June 1, 2020, the Public Staff filed its Recommendations and Proposed Order 

in accordance with the Second Interim Order (Public Staff Recommendations). The Public 

Staff stated that it had reviewed the Agreement and other information provided by 

Piedmont in response to Public Staff data requests. Based on its investigation, the Public 

Staff determined that the terms of the Second Revised Agreement are not in accordance 

with the requirements of N.C.G.S. § 62-140 and N.C.G.S. § 62-153. The Public Staff 

recommended that the Commission issue an order requiring Piedmont to renegotiate with 

DEC as set forth in the Public Staff Recommendations. The Public Staff also 

recommended that if Piedmont does not renegotiate with DEC, that the Commission 

make an appropriate imputation in Piedmont’s future general rate case proceedings when 

determining end of period and proposed revenues. In addition, the Public Staff 

recommended that Piedmont should be required to include the imputed revenues for the 

relevant period as a footnote in its GS-1 Reports. 

The Commission, having carefully reviewed the Second Revised Agreement 

between Piedmont and the Customer, and the Public Staff Recommendations concludes 

that the terms of the Second Revised Agreement are not in accordance with the 

requirements of N.C.G.S. § 62-140 and N.C.G.S. § 62-153. Accordingly, the Commission 

finds good cause to order Piedmont to either renegotiate with DEC or make an 

appropriate imputation in Piedmont’s future general rate case proceedings when 

determining end of period and proposed revenues. The Commission also finds that 

Piedmont should be required to include the imputed revenues for the relevant period as 

a footnote in its GS-1 Reports. 
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IT IS, THEREFORE, ORDERED as follows: 

1. That, Piedmont shall renegotiate with DEC or agree to make the appropriate 

imputation in its future general rate case proceedings when determining end of period 

and proposed revenues as set forth in the Public Staff Recommendations. 

2. The Piedmont shall be required to include the imputed revenues for the 

relevant period as a footnote in its GS-1 Reports as set forth in the Public Staff 

Recommendations. 

3. That Piedmont is hereby authorized to continue to provide natural gas 

service to the Customer on an interim basis pursuant to the Second Interim Order. 

4. That, on or before thirty days from the date of this Order, Piedmont shall 

make a filing with the Commission advising whether it will renegotiate with DEC or will 

agree to make the appropriate imputation in its future general rate case proceedings when 

determining end of period and proposed revenues. 

ISSUED BY ORDER OF THE COMMISSION 

This the ____ day of ___________, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 

 

Kimberley A. Campbell, Chief Clerk 
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NORTH CAROLINA 

PUBLIC STAFF 

UTILITIES COMMISSION 

Executive Director Communications Economic Research Legal Transportation 

(919) 733-2435 (919) 733-5610 (919) 733-2267 (919) 733-6110 (919) 733-7766 

Accounting Consumer Services Electric Natural Gas Water 

(919) 733-4279 (919) 733-9277 (919) 733-2267 (919) 733-4326 (919) 733-5610 

4326 Mail Service Center • Raleigh, North Carolina 27699-4300 

An Equal Opportunity / Affirmative Action Employer

June 24, 2020 

Ms. Kimberley A. Campbell, Chief Clerk 
North Carolina Utilities Commission 
4325 Mail Service Center 
Raleigh, North Carolina 27699-4300 

Re: Docket No. G-9, Sub 722 

Dear Ms. Campbell: 

Subsequent to the Public Staff’s filing of its recommendations in this 
docket on June 1, 2020, the Public Staff learned that corrections needed to be 
made to the filing. The Public Staff is transmitting herewith for filing public and 
confidential versions of corrected pages 6, 7, 11, and 15, as well as a revised 
proposed order reflecting this filing.   

By copy of this letter, I am forwarding a copy of the redacted version to all 
parties of record by electronic delivery. The confidential version will be provided 
to those parties that have entered into a confidentiality agreement. 

Sincerely, 

Electronically submitted 
/s/ Elizabeth D. Culpepper 
Staff Attorney 
elizabeth.culpepper@psncuc.nc.gov 

Attachments 

PERRY EXHIBIT V
I/A
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with the type of volumetric contribution paid by both interruptible1 and firm2 tariffed 

transportation customers on the LDC’s system.  

11. In the current instance, the infrastructure costs to serve the existing 

facilities at the Lincoln Plant (Existing Facilities) have been fully recovered through 

a demand charge imposed under the Original Agreement that was approved in 

Docket No. G-9, Sub 491. Piedmont stated that the Original Agreement would 

simultaneously help preserve the reliability and affordability of electric service 

provided by DEC to North Carolina consumers and ensure that Piedmont's natural 

gas customers receive the load-leveling and margin benefits of this significant 

natural gas customer. The Original Agreement also provided for a [BEGIN 

CONFIDENTIAL]  

 

 [END 

CONFIDENTIAL] on the Piedmont system. Contrastingly, the Revised Agreement 

addressed [BEGIN CONFIDENTIAL]  

 

 

 

 

                                            
1 “Service on an interruptible basis means that the capacity used to provide the service is 

subject to a prior claim by another customer or another class of service and receives a lower priority 
than such other classes of service.” 18 C.F.R. § 284.9(a)(3) (2020). 

2 “Service on a firm basis means that the service is not subject to a prior claim by another 

customer or another class of service and receives the same priority as any other class of firm 
service.” 18 C.F.R. § 284.7(a)(3) (2020). 
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. [END CONFIDENTIAL] The 

new pipeline facilities are designed to take delivery of [BEGIN CONFIDENTIAL] 

 

 

. [END 

CONFIDENTIAL] The Revised Agreement also provided that [BEGIN 

CONFIDENTIAL]  

 

. [END 

CONFIDENTIAL] The Public Staff had concerns and began discussions with the 

Company due to the fact that the Revised Agreement [BEGIN CONFIDENTIAL] 

 

 

 

 

 

. [END 

CONFIDENTIAL] The Public Staff and Piedmont agreed to continue to work 
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CONFIDENTIAL] reflected in the Original Agreement, as well as the 

[BEGIN CONFIDENTIAL]  [END 

CONFIDENTIAL] reflected in the Second Revised Agreement 

related to what will now be for [BEGIN CONFIDENTIAL]  

 [END CONFIDENTIAL] to the Existing Facilities. 

d. Also based on our research, we have determined that the volumetric 

system support charge for a CC electric generator agreement may 

be higher due to the fact that CC electric generators are typically 

requiring firm transportation service, as well as creating more risk 

on the system with the higher volumes being delivered. The Public 

Staff has found that other CC electric generation agreements 

usually include a [BEGIN CONFIDENTIAL]  

 

. [END CONFIDENTIAL] In past 

dockets, CC electric generator agreements may also have 

produced enough system benefits to customers in a general rate 

case from other contract terms, such as tax rates and approved 

overall return components that were no longer in effect following the 

conclusion of a particular proceeding. 

                                            
4 Docket No. G-5, Sub 559, Natural Gas Pipeline Construction and Transportation Service 

Agreement between Public Service Company of North Carolina, Inc. and Duke Energy Progress, 
Inc., Order Allowing Agreement to become Effective issued October 6, 2015. 
 

Docket No. G-5, Sub 569, Natural Gas Pipeline Construction and Transportation Service 
Agreement between Public Service Company of North Carolina, Inc. and Duke Energy Carolinas, 
LLC, Order Allowing Agreement to Become Effective issued December 20, 2016. 
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per year, [END CONFIDENTIAL] does not represent a reasonable 

level of system contributions due to the expected [BEGIN 

CONFIDENTIAL]  

[END CONFIDENTIAL] transportation basis to the New Facilities, 

which creates more risk on the system. 

c. The Original Agreement for the Lincoln Plant, which has now been 

rolled into the Second Revised Agreement for the New Facilities, will 

continue to include a [BEGIN CONFIDENTIAL]  

 [END CONFIDENTIAL] 

delivered to the Existing Facilities, but will now be delivered 

[BEGIN CONFIDENTIAL]  

. [END CONFIDENTIAL] 

d. Other [BEGIN CONFIDENTIAL]  [END CONFIDENTIAL] electric 

generation agreements in North Carolina include a [BEGIN 

CONFIDENTIAL]  

 [END CONFIDENTIAL] while other [BEGIN 

CONFIDENTIAL]  [END CONFIDENTIAL] electric generation 

agreements that involve [BEGIN CONFIDENTIAL]  

 

 

                                            
will flow to other ratepayers as determined in a fair and reasonable manner in a general rate case 
proceeding. 
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ATTACHMENT A 
 
 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
 

DOCKET NO. G-9, SUB 722 
 
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 

In the Matter of 
Consolidated Natural Gas Construction and 
Redelivery Services Agreement Between 
Piedmont Natural Gas Company, Inc., and 
Duke Energy Carolinas, LLC 

)
) 
) 
) 

ORDER ALLOWING 
AGREEMENT TO  
BECOME EFFECTIVE 

 
BY THE COMMISSION: On July 26, 2004, in Docket No. G-9, Sub 491, Piedmont 

Natural Gas Company, Inc. (Piedmont), filed an application for approval of a multi-year 

Gas Redelivery Agreement (Original Agreement) between Piedmont and Duke Power 

Company, the predecessor of Duke Energy Carolinas, LLC (DEC). In summary, the 

Original Agreement set the rates and terms by which Piedmont proposed to provide 

natural gas redelivery service to DEC’s Lincoln County Combustion Turbine Facility 

(Lincoln Plant). On August 30, 2004, the Public Staff presented the Original Agreement 

to the Commission as an agenda item during a Regular Staff Conference and 

recommended that the Commission approve the Original Agreement, which was 

approved by the Commission on September 3, 2004. 

On September 29, 2016, in Docket Nos. E-2, Sub 1095, E-7, Sub 1100, and G-9, 

Sub 682, the Commission issued an Order Approving Merger Subject to Regulatory 

Conditions and Code of Conduct (Merger Order), approving the merger of Piedmont and 

Duke Energy Corporation, the parent company of DEC. Among other things, the Merger 
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Order resulted in DEC and Piedmont becoming affiliates of one another, with contracts 

between DEC and Piedmont thus being subject to the requirements of N.C. Gen.  

Stat. § 62-153.  

On April 23, 2018, pursuant to N.C.G.S. § 62-153(b), Piedmont filed with the 

Commission in the instant docket a form of Consolidated Natural Gas Construction and 

Redelivery Services Agreement related to the construction of new incremental natural 

gas facilities (New Facilities) and the provision of additional redelivery service by 

Piedmont to DEC at the Lincoln Plant and Customer’s agreement to pay special contract 

rates and to guarantee certain margin recoveries by Piedmont to cover the costs of such 

service (Revised Agreement). Piedmont stated that the Revised Agreement consolidated, 

superseded, and expanded upon DEC’s and Piedmont’s rights and responsibilities under 

the Original Agreement for services at the Lincoln Plant.  

The Public Staff reviewed the proposed Revised Agreement and raised several 

concerns with Piedmont, particularly with respect to the degree of system contribution 

provided for by the agreed rates set forth in the Revised Agreement. On November 16, 

2018, Piedmont filed a revised Consolidated Natural Gas Construction and Redelivery 

Services Agreement (Second Revised Agreement) between Piedmont and DEC. 

Piedmont stated that the Second Revised Agreement added a usage-based system 

support surcharge that was renegotiated with DEC in order to address the Public Staff's 

concerns related to system contributions by the New Facilities. Piedmont requested that 

the Second Revised Agreement be substituted in its entirety for the previously filed 
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Revised Agreement and that the Commission approve the Second Revised Agreement 

at its earliest convenience. 

On January 10, 2020, Piedmont filed a Request for Authorization to Commence 

Service. Piedmont summarized the Public Staff’s investigation and stated that it engaged 

with the Public Staff in discussions about the utilization of usage-based system support 

charges for special contract arrangements as reflected in the Stipulation in Piedmont’s 

last general rate case in Docket No. G-9, Sub 743 (2019 Rate Case), and that those 

discussions were continuing. Piedmont further stated that it had been advised that DEC 

will require service to the New Facilities beginning February 1, 2020, and that Piedmont 

is physically able and willing to provide such service as requested by DEC since Piedmont 

proceeded with construction of those facilities notwithstanding the ongoing nature of 

discussions with the Public Staff about the appropriate rates for service through such 

facilities to provide such service as requested by DEC. Piedmont requested that the 

Commission authorize the commencement of incremental service to the Lincoln Plant 

effective February 1, 2020, on an interim basis, at the rates reflected in the Second 

Revised Agreement, which according to Piedmont include a volumetric usage-based 

system support surcharge applicable to the New Facilities that will be subject to 

retroactive adjustment pursuant to a final order by the Commission in this proceeding. 

Finally, Piedmont stated that the Public Staff did not object to the requested interim 

authority.  

On January 28, 2020, the Commission issued the Order Granting Interim Authority 

to Operate Under Second Revised Agreement and Requiring Public Staff Action (Interim 
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Order), which authorized Piedmont to commence service to DEC at the Lincoln Plant 

under the rates and other terms set forth in the Second Revised Agreement. Such interim 

authority was effective on February 1, 2020, and shall end at midnight on April 30, 2020, 

unless it is extended by order of the Commission prior to its expiration. The Interim Order 

also required that the rates paid by DEC and received by Piedmont should be subject to 

retroactive adjustment if the Commission determines such an adjustment to be 

appropriate when the Commission takes final action on the Second Revised Agreement. 

The Interim Order also required that on or before March 16, 2020, the Public Staff file its 

final recommendations and a proposed order with the Commission in this docket, or place 

this matter on a Regular Staff Conference agenda, otherwise the Public Staff shall provide 

the Commission with a written report on the status of its review of the Second Revised 

Agreement no later than March 18, 2020. 

On March 18, 2020, the Public Staff filed a status report indicating that it was 

finalizing its recommendations and proposed order, and anticipated that it should be able 

to make the filing in the near future. 

On April 14, 2020, Piedmont filed a Motion for Extension of Authorization to Provide 

Service. On April 20, 2020, the Commission issued the Order Granting Extension of Interim 

Authority to Operate Under Second Revised Agreement and Requiring Public Staff Action 

issued in this docket on April 20, 2020 (Second Interim Order), which authorized Piedmont 

to operate under the Second Revised Agreement and required the Public Staff to file its 

final recommendation(s) and proposed order on or before June 1, 2020. 

I/A
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On June 1, 2020, the Public Staff filed its Recommendations and Proposed Order 

in accordance with the Second Interim Order (Public Staff Recommendations). The Public 

Staff stated that it had reviewed the Agreement and other information provided by 

Piedmont in response to Public Staff data requests. Based on its investigation, the Public 

Staff determined that the terms of the Second Revised Agreement are not in accordance 

with the requirements of N.C.G.S. § 62-140 and N.C.G.S. § 62-153. The Public Staff 

recommended that the Commission issue an order requiring Piedmont to renegotiate with 

DEC as set forth in the Public Staff Recommendations. The Public Staff also 

recommended that if Piedmont does not renegotiate with DEC, that the Commission 

make an appropriate imputation in Piedmont’s future general rate case proceedings when 

determining end of period and proposed revenues. In addition, the Public Staff 

recommended that Piedmont should be required to include the imputed revenues for the 

relevant period as a footnote in its GS-1 Reports. 

On June 24, 2020, the Public Staff filed corrections to pages 6, 7, 11, and 15 of 

the Public Staff Recommendations, as well as a revised proposed order. 

The Commission, having carefully reviewed the Second Revised Agreement 

between Piedmont and the Customer, and the Public Staff Recommendations as 

corrected concludes that the terms of the Second Revised Agreement are not in 

accordance with the requirements of N.C.G.S. § 62-140 and N.C.G.S. § 62-153. 

Accordingly, the Commission finds good cause to order Piedmont to either renegotiate 

with DEC or make an appropriate imputation in Piedmont’s future general rate case 

proceedings when determining end of period and proposed revenues. The Commission 
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also finds that Piedmont should be required to include the imputed revenues for the 

relevant period as a footnote in its GS-1 Reports. 

IT IS, THEREFORE, ORDERED as follows: 

1. That, Piedmont shall renegotiate with DEC or agree to make the appropriate 

imputation in its future general rate case proceedings when determining end of period 

and proposed revenues as set forth in the Public Staff Recommendations as corrected. 

2. The Piedmont shall be required to include the imputed revenues for the 

relevant period as a footnote in its GS-1 Reports as set forth in the Public Staff 

Recommendations as corrected. 

3. That Piedmont is hereby authorized to continue to provide natural gas 

service to the Customer on an interim basis pursuant to the Second Interim Order. 

4. That, on or before thirty days from the date of this Order, Piedmont shall 

make a filing with the Commission advising whether it will renegotiate with DEC or will 

agree to make the appropriate imputation in its future general rate case proceedings when 

determining end of period and proposed revenues. 

ISSUED BY ORDER OF THE COMMISSION. 

This the ____ day of ___________, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 

 

Kimberley A. Campbell, Chief Clerk 
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CONFIDENTIAL]  [END CONFIDENTIAL], the 
Public Staff will strive to answer the question. 
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Perry Settlement Exhibit I 

Piedmont Natural Gas Company, Inc.

Docket No. G-9, Sub 781

SUMMARY OF SETTLEMENT ADJUSTMENTS

For The Test Year Ended December 31, 2020

Line 

No. Item Settlement

1 Application Increase in Revenue Requirement filed by the Company $109,025,725

2 Company Filed June Update (12,153,620)

3 Increase in Margin Revenue Requested due to Company Update $96,872,105

Public Staff Adjustments:

4 Change in Equity ratio from 52% to 51.60% (1,935,965)

5 Change in cost of long-term debt from 4.08% to 4.08% 0

6 Change in cost of short-term debt from 0.35% to 0.20% (46,446)

7 Change in return on equity from 10.25% to 9.60% (20,743,428)

8 Plant in Service Updates and Related Items at June 30, 2021 (27,888,796) [1]

9 ADIT - updated balance to June 30, 2021 0

10 Design Day Allocation Change - removed adjustment 0

11 Cash working capital - Lead Lag based on pro forma revenues and expenses (1,046,450)

12 Other working capital - June 30, 2021 updates 0

13 EOP Revenues & Commodity COG  -  moved to line 47 0

14 Adjustment to other operating revenues (1,905,124)

15 Adjustment to the Cost of Gas - moved to line 48 0

16 Robeson LNG Plant Adjustment - Lines 456 and 457, land, and operating expenses (5,189,068) [1]

17 Special Contract (Original Lincoln CT) - remove plant previously recovered through lump sum payment (111,287)

18 Payroll and Related Expenses (15,965)

19 Other Benefits (1,313,594)

20 Pension OPEB LTD Expense (436,672)

21 Customer Payment Fees 0

22 Board Expenses (362,829)

23 Executive Compensation (270,949)

24 Incentive Plans (367,973)

25 Rate Case Expenses - 4 year amortization, no unamortized balance from Sub 743 (175,794)

26 Sponsorships & Donations (63,771)

27 Uncollectibles (1,015,778)

28 Inflation Adjustment (160,589)

29 Nonutility Adjustment - O&M and plant (547,483)

30 Deferral: PIM Transmission Costs - update actual expenses @ June 30, 2021, 4 years -adjusted reg asset EOP bal (272,957)

31 Deferral: Environmental Costs - update actual expenses @ June 30, 2021, 4 years -adjusted reg asset EOP bal 26,407

32 Deferral: PIM Distribution Costs - update actual expenses @ June 30, 2021, 4 years-adjusted reg asset EOP bal 389,477

33 Deferral Eastern NCNG, 4 year amortization (138,435)

34 Deferred Undercollection of Regulatory Fee, 4 years (54,416)

35 COVID Expense Adjustment (438,384)

36 Regulatory Fee Expense 3,797

37 Advertising  - remove promotional, image, competitive, & non-recurring (384,905)

38 Aviation Expense (192,202)

39 Interest on customer deposits (490)

40 Lobbying Expenses (76,564)

41 Amortization of Federal protected EDIT, net of tax 1,652,340

42 Change in retention factor - Uncollectibles and Regulatory Fee changes (88,311)

43 Adjust cash working capital for recommended revenue increase 433,855

44 Rounding 305

45 Total Settlement Adjustments to Margin Revenue (62,738,445)

46 Settlement Increase in Margin Revenue $34,133,660

47 Decrease in Commodity Cost of Gas - update CU & LAUF factor (2,035,207)

48 Increase in Demand costs  - update fixed gas costs 8,966,494

49 Settlement Increase in COG of Gas Revenues  (Sum of Lines 47-48) 6,931,287

50 Total Settlement Revenue Requirement Increase $41,064,947

EDIT Rider impacts on Revenue Requirement:

51 Annual Federal Unprotected EDIT Rider, 3 year remaining flow back ($25,562,970)

52 Annual State EDIT Rider, 1 year remaining flow back (22,201,275)

53 Annual EDIT Rider Impact  (Sum of Lines 51-52) ($47,764,245)

54 Change in Revenue Requirement  for Year 1, including EDIT Rider Impact [2] ($6,699,298)

55 Change in Revenue Requirement  for Years 2 & 3, including EDIT Rider Impact [2] $15,501,977

56 Change in Revenue Requirement  for Year 4, including EDIT Rider Impact [2] $41,064,947

[1] Excludes Robeson LNG Plant and the Pender Onslow Expansion Project

[2] Year 1 = Nov 1, 2021 thru Oct 31, 2022

Year 2 = Nov 1, 2022 thru Oct 31, 2023

Year 3 = Nov 1, 2023 thru Oct 31, 2024

Year 4 = Nov 1, 2024 thru Oct 31, 2025
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BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 

Docket No. G-9, Sub 781 
   

 
In the Matter of 
 
       ) 
Application of Piedmont Natural Gas Company, )  
Inc. for an Adjustment of Rates, Charges, and ) PETITION 
Tariffs Applicable to Service in North Carolina ) 
       ) 
 

Piedmont Natural Gas Company, Inc. (“Piedmont” or “the Company”), 

through counsel and pursuant to N.C. Gen. Stat. § 62-133 and Rule R1-17 of the 

Rules and Regulations of the North Carolina Utilities Commission (“Commission”), 

hereby respectfully requests that the Commission approve each of the following 

proposals described further herein and supported by the testimony of Company 

witnesses filed concurrent herewith: (i) a general increase in and revisions to the rates 

and charges for customers served by the Company; (ii) continuation of Piedmont’s 

Integrity Management Rider (“IMR”) mechanism contained in Appendix E to its 

approved service regulations; (iii) continued regulatory asset treatment for certain 

incremental Transmission Integrity Management Program (“TIMP”) and Distribution 

Integrity Management Program (“DIMP”) Operations and Maintenance (“O&M”) 

expenses, and certain incremental environmental cleanup and remediation O&M 

expenses; (iv) continued utilization of the depreciation rates for the Company’s North 

Carolina and joint property assets approved in the Company’s most recent general 

rate case in 2019; (v) revised and updated amortizations and recovery of certain 

regulatory assets accrued since Piedmont’s last general rate case proceeding; (vi) 

utilization of the lead-lag study filed by Piedmont in its most recent general rate case 
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filing in 2019; (vii) adoption of a Rider mechanism to allow Piedmont to recover the 

costs of its approved energy efficiency programs from customers on a commensurate 

basis with the electric utilities with whom Piedmont competes or, in the alternative, 

authorization to defer costs associated with Piedmont’s approved energy efficiency 

programs pending amortization at the Commission’s discretion at some later date; and 

(viii) other updates and revisions to Piedmont’s rate schedules and service 

regulations. 

The relief requested herein, among other things, is designed to update the 

Company’s rates, charges, and tariffs in conformance with the Company’s additional 

investment of capital to expand its gas distribution system to better serve its current 

and future customers and to comply with federal pipeline safety and integrity 

requirements and for changes to the Company’s capital structure and operating 

expenses.  The revised rates Piedmont proposes to implement in this proceeding are 

set forth on Appendix I to this Petition.  In support of this Petition and all of the relief 

sought by Piedmont in this docket, the Company respectfully shows the following: 

I. 

Notices and Other Communications 

The names and addresses of the persons to whom any notices or other 

communications with respect to this Petition are to be sent are as follows: 

James H. Jeffries IV 
McGuire Woods LLP 

201 North Tryon Street, Suite 3000 
Charlotte, NC  28202 

Telephone:  704-343-2348 
Email: jjeffries@mcguirewoods.com  
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and 

 
Brian S. Heslin 

Deputy General Counsel 
Duke Energy Corporation 

550 S. Tryon Street 
Charlotte, NC 28202 

Telephone: 980-373-0550 
Email: brian.heslin@duke-energy.com 

II. 

Description of Applicant 

Piedmont is a subsidiary of Duke Energy Corporation and is engaged in the 

business of transporting, distributing and selling natural gas in the states of North 

Carolina, South Carolina and Tennessee.  Piedmont is a public utility under the laws 

of this State, and its public utility operations in North Carolina are subject to the 

jurisdiction of this Commission.  The Commission has previously granted Piedmont 

Certificates of Public Convenience and Necessity authorizing it to acquire certain gas 

franchises and properties in the State of North Carolina.  Piedmont currently provides 

natural gas service to approximately 775,000 customers in North Carolina. 

III. 

Additions to Natural Gas Facilities for Expansion and in Compliance with 
Federal Pipeline Safety and Integrity Requirements  

 
In order to make natural gas service available to as many citizens within its 

certificated service area as feasible, since its last rate case, Piedmont has been adding 

customers and making capital investments in various system growth projects, 

including reinforcement of existing transmission facilities.  In addition to capital 

investments prompted by system growth, Piedmont has also made substantial capital 
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investments (and is continuing to make such investments) in projects designed to 

enable the Company to comply with federal pipeline safety and integrity management 

requirements.  The capital investments in integrity management related projects have 

been included in the operation of Piedmont’s IMR mechanism.  While Piedmont has 

been allowed to begin recovering the costs and earning a return on much of its capital 

investment for integrity related projects under the IMR mechanism, neither its 

integrity-related capital investments nor its capital expended for system growth 

infrastructure investments are currently reflected Piedmont’s base rates.  This rate 

case filing seeks to include all such capital invested since Piedmont’s last general rate 

case filing into its base rates.  

IV. 

Reasons Supporting a General Rate Increase 

As shown in Exhibit ___(QPB-7), filed concurrent with this Petition, the 

Company’s pro forma overall rate of return as of December 31, 2020 is 5.54% and its 

pro forma return on common equity as of that time is only 6.92%.  This pro forma 

level of return will not permit the Company to compete for debt and equity capital on 

reasonable terms, and, therefore, will not enable the Company to continue to invest in 

new plant, add new customers and provide adequate, safe, and reliable service to 

existing customers.  If the Company is to maintain its facilities and services in 

accordance with the reasonable requirements of its customers and the requirements of 

the Pipeline and Hazardous Material Safety Administration (“PHMSA”), compete for 

capital on terms that are reasonable and fair to customers and to investors, and 

produce a fair return for stockholders, it must be granted general rate relief.  These 
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and other reasons supporting Piedmont’s request for general rate relief are explained 

in the concurrently filed testimonies and exhibits of Piedmont witnesses Weintraub, 

Weisker, Newlin, Powers, Couzens, Bowman, D’Ascendis, and Menhorn. 

V. 

Effective Date of General Rate Increase 

The Company proposes to make the rates set forth in Appendix I hereto 

effective on and after April 21, 2021; however, the Company anticipates that the 

Commission may suspend these rates and set this application for hearing.  The 

Company respectfully requests that the Commission establish a procedural schedule 

that will permit the final rates in this case to become effective as soon as reasonably 

possible following the completion of any evidentiary hearing process determined 

necessary by the Commission. 

VI. 

Exhibits and Schedules 

Pursuant to the provisions of Rule R1-17 of the Commission’s Rules and 

Regulations, the Company is filing with this Petition: (1) a one page summary of all 

proposed increases and changes affecting customers, which schedule has been 

identified as Appendix I (Rule R1-17(b)(9)(f); (2) N.C.U.C. Form G-1 (Rule R1-

17(b)(12)); and (3) the direct testimony and exhibits that will be relied upon by 

Petitioner at the hearing of this Docket (Rule R1-17(b)(13)).  Information relative to 

Piedmont’s filing and responsive to the requirements of Commission Rule R1-

17(b)(1) to (10) is provided and/or discussed as follows: 
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Rule R1-17(b)(1)  Piedmont’s present rates and charges now on 
file with and approved by the Commission are 
set forth in Appendix I.  

 
Rule R1-17(b)(2)  Piedmont’s proposed rates and charges 

 proposed to be placed into effect on April 21, 
 2021 are set forth in Appendix I. 

 
Rule R1-17(b)(3)  The original cost of all Piedmont property used 

 or useful in providing service to the public to 
 which the proposed rates relate as of December 
 31, 2020 as adjusted for projected changes 
 through June 30, 2021 is set forth in Exhibit__ 

  (QPB-1). 
 

Rule R1-17(b)(5)  A statement of Accrued Depreciation on all 
 property to which the proposed rates relate as of 
 December 31,  2020 and of the rates and 
 methods used in computing the amount charged 
 to depreciation are set forth on Exhibit__(QPB-
 3) and Exhibit__(QPB-6). 

 
Rule R1-17(b)(6)  A statement of materials and supplies costs as 

 of December 31, 2020 is contained on line 3 of 
 Exhibit__(QPB-4). 

 
Rule R1-17(b)(7)  A statement of Cash Working Capital required 

 by Piedmont for the efficient, economic 
 operation of its business as of December 31, 
 2020 is contained in Exhibit__(QPB-4). 

 
Rule R1-17(b)(8) &(9) A statement of gross revenues received, 

 operating expenses and net operating income for 
 return on investment for the twelve months 
 ended December 31, 2020, as the same appear 
 on Petitioner’s books, together with (1) 
 accounting and pro forma adjustments, (2) rates 
 of return on original cost rate base and (3) return 
 on common equity is set forth in 
 Exhibit__(QPB-7). 

 
Rule R1-17(b)(10)  A Balance Sheet as of December 31, 2020, and 

 Income Statement for the twelve months ended 
 December 31, 2020 is set forth in 
 Exhibit__(QPB-8). 
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VII. 

Utilization of Existing Depreciation Rates  
 

 For purposes of this proceeding, Piedmont seeks to utilize the depreciation 

rates approved in Docket No. G-9, Sub 743, Piedmont’s 2019 general rate case, to 

amortize the costs of assets, net of salvage value, over the estimated useful life of the 

assets.  These depreciation rates were approved only two years ago and are 

sufficiently fresh that they do not require updating in this case.  Utilization of these 

rates will allow Piedmont to continue to properly align the Company’s recovery of its 

invested capital with the useful life of its underlying physical plant. 

VIII. 

Adoption of Lead/Lag Study from Docket No. G-9, Sub 743 

 For purposes of this proceeding, Piedmont proposes to utilize the Lead/Lag 

Study results from its prior 2019 rate case for purposes of calculating Cash Working 

Capital requirements in this proceeding.  This Lead/Lag Study was adopted as part of 

the settlement with the Public Staff in the last case, was approved by the Commission 

in that context, and underlies Piedmont’s current rates.  The study is also relatively 

recent and Piedmont is not aware of any changes to its practices that would materially 

alter the results of that study.  As such, Piedmont respectfully submits that the cost 

saving benefit to customers from not conducting a new study in this case outweigh 

the risk of any difference in lead/lag day computations that might result from 

conducting a new study. 
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IX. 

Changes in Rate Schedules, Service Regulations, and Classifications  
 

 Piedmont proposes to implement new rates as reflected on Appendix I 

attached hereto.  Piedmont’s proposed rate changes are discussed in the testimonies of 

Piedmont witnesses Pia Powers, Kally Couzens, and Cindy Menhorn.  Piedmont also 

proposes to make minor changes to its Rate Schedules and Service Regulations 

designed to clean up administrative inconsistencies in these tariffs.  These proposed 

changes to Piedmont’s Rate Schedules and Service Regulations are discussed in the 

testimony of Piedmont witness Pia Powers. 

X. 

Amortization and Collection of Unamortized Regulatory Asset Balances 

 Piedmont seeks amortization and collection of certain expenses that have been 

deferred pursuant to prior Commission order.  These costs, proposed amortizations 

and recovery are discussed in the testimony of Piedmont witness Quynh Bowman. 

XI. 

Establishment of New Energy Efficiency Program Cost Recovery Rider  

 Piedmont proposes to establish, as Appendix H to its North Carolina Service 

Regulations, a new rider mechanism to collect and recover the costs of its various 

approved energy efficiency programs.  The rider proposed by the Company will be 

similar to those authorized and approved by the Commission for various electric 

utilities in the State who compete with Piedmont and whose energy efficiency and 

conservation programs, in some cases, provide incentives to adopt electricity in 

applications where natural gas is a competitive alternative fuel.  Allowing natural gas 
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utilities to effectuate recovery of dollars spent on energy efficiency using the same 

rider mechanism as competing electric utilities will ensure a level playing field when 

managing and operating these types of programs for the benefit of the public and will 

guard against unfair or destructive competition.  This rider is discussed in the 

testimony of Piedmont witness Powers.  In the alternative, Piedmont requests 

authorization from the Commission to defer the costs incurred under its approved 

Energy Efficiency programs (which have been removed from its base rates in this 

filing), in order to amortize such costs in a future proceeding subject to the 

Commission’s discretion. 

XII. 

Intent to Update as Permitted by N. C. Gen. Stat.  § 62-133(c) 

This Petition, the N.C.U.C. Form G-1 and the testimony and exhibits of 

witnesses contain information that is now known to the Company and upon which the 

Company will rely to support this request.  However, the Company plans to offer at 

or prior to hearing such additional relevant, material, and competent evidence as may 

be permitted by G.S. § 62-133(c) or other provision of North Carolina law as to the 

Company’s costs, revenues, volumes, rate base, return or any other matter relevant to 

the Commission’s determination of the matters raised herein.   

XIII. 

Consolidation with Docket No. G-9, Sub 722 

 Piedmont is aware of the Commission’s March 16, 2021 Order Consolidating 

Dockets and Requiring Filing of Testimony issued in Docket No. G-9, Sub 722, 

which consolidated issues pending in that docket with this rate case proceeding and 
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directed the filing of prefiled testimony by Piedmont in support of its positions in Sub 

722 by April 19, 2021.  Piedmont will comply with this Order and will prefile 

testimony on the issues raised in Docket No. G-9, Sub 722 on or before April 19, 

2021. 

WHEREFORE, the Company respectfully requests the Commission to grant 

a general increase in rates and charges for natural gas services, to approve the 

proposed  rates set forth in Appendix I hereto, to adopt the depreciation rates and 

Lead/Lag study for Piedmont approved in its last general rate case proceeding, to 

approve the changes in rate design, costs, revenues, rate base, cost allocation, rate 

schedules, service regulations, classifications and practices requested herein, to 

amortize and permit recovery by Piedmont (or a return to customers) of certain 

deferred environmental and pipeline integrity management costs, to approve a new 

rider mechanism for recovery of energy efficiency program costs, and to grant all 

other relief requested herein and addressed in the testimony of Piedmont’s witnesses 

filed concurrently herewith, all to be effective April 21, 2021.  The Company further 

requests that the Commission grant a waiver of any of the Commission’s Rules and 

Regulations as may be necessary or appropriate to provide the Company with the 

relief requested in this Petition. 

--/A



 

 11

 

 This the 22nd day of March, 2021. 

 

    PIEDMONT NATURAL GAS COMPANY, INC. 

 

    /s/ James H. Jeffries IV    
    James H. Jeffries IV 

McGuire Woods LLP 
201 North Tryon Street, Suite 3000 
Charlotte, NC  28202 
Telephone:  704-343-2348 
Email: jjeffries@mcguirewoods.com 
 
 
 
/s/ Brian S. Heslin     

    Brian S. Heslin 
    Deputy General Counsel 
    Duke Energy Corporation 
    550 S. Tryon Street 
    Charlotte, NC 28202 
    Telephone: 980-373-0550 

Email: brian.heslin@duke-energy.com 
 

--/A
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Appendix I

Present Proposed
Revenue Revenue

Rate Schedule Rates1
Rates

101 - Residential Service
Monthly Charge 10.00 10.00
Monthly Charge 10.00 10.00
Winter per DT 11.8924 13.9247
Summer per DT 11.3826 13.4149

102- Small General Service
Monthly Charge 22.00 22.00
Winter per DT 8.9239 10.6894
Summer per DT 8.5261 10.2916

152- Medium General Service
Monthly Charge 75.00 75.00

Winter - First 500 per DT 8.0544 9.3837
Winter - Over 500 per DT 7.7234 9.0527

Summer - First 500 per DT 7.9968 9.3261
Summer - Over 500 per DT 7.6913 9.0206

142 - Natural Gas Vehicle Fuel
Winter per DT 9.0293 10.8500
Summer per DT 9.0293 10.8500
Compression Charge per DT (maximum rate) 4.0000 4.0000

143- Experimental Motor Vehicle Fuel
Monthly Charge Monthly charge is reflected on corresponding rate schedule
Winter per DT Volumetric charge is reflected on corresponding rate schedule
Summer per DT Volumetric charge is reflected on corresponding rate schedule
Compression Charge per DT (maximum rate) 4.0000 4.0000

144- Experimental Medium Gen Motor Fuel - Transportation
Monthly Charge 75.00 75.00

Winter - First 500 per DT 5.5544 6.8837
Winter - Over 500 per DT 5.2234 6.5527

Summer - First 500 per DT 5.4968 6.8261
Summer - Over 500 per DT 5.1913 6.5206

Compression Charge per DT (maximum rate) 4.0000 4.0000

103 - Large General Sales Service
Monthly Charge 350.00 350.00
Demand Charge per DT 14.9500 15.1700

Winter - First 1,500 per DT 4.3133 4.7948
Winter - Next 3,000 per DT 3.6806 4.0093
Winter - Next 9,000 per DT 3.3394 3.5943
Winter - Next 16,500 per DT 3.1911 3.4073
Winter - Next 30,000 per DT 3.1506 3.3493
Winter - Over 60,000 per DT 2.7656 2.9223

Summer - First 1,500 per DT 3.6927 3.8749
Summer - Next 3,000 per DT 3.3665 3.4908
Summer - Next 9,000 per DT 3.1225 3.2210
Summer - Next 16,500 per DT 3.0085 3.0813
Summer - Next 30,000 per DT 2.8404 2.9075
Summer - Over 60,000 per DT 2.6673 2.7267

104 - Interruptible Sales Service
Monthly Charge 350.00 350.00

Winter - First 1,500 per DT 4.5897 4.8596
Winter - Next 3,000 per DT 4.3733 4.4764
Winter - Next 9,000 per DT 4.0283 4.0693
Winter - Next 16,500 per DT 3.7511 3.7543
Winter - Next 30,000 per DT 3.4935 3.5163
Winter - Over 60,000 per DT 3.2747 3.3342

Summer - First 1,500 per DT 4.2652 4.1940
Summer - Next 3,000 per DT 3.8013 3.8924
Summer - Next 9,000 per DT 3.7395 3.7824
Summer - Next 16,500 per DT 3.5843 3.5937
Summer - Next 30,000 per DT 3.4654 3.5084
Summer - Over 60,000 per DT 3.2914 3.3665

Piedmont Natural Gas Company, Inc.
Comparison of Present and Proposed Rates

Docket No. G-9 Sub 781
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Appendix I

Present Proposed
Revenue Revenue

Rate Schedule Rates1
Rates

Piedmont Natural Gas Company, Inc.
Comparison of Present and Proposed Rates

Docket No. G-9 Sub 781

113 - Large General Transportation Service
Monthly Charge 350.00 350.00
Demand Charge per DT 2.9500 3.1700

Winter - First 1,500 per DT 1.8133 2.2948
Winter - Next 3,000 per DT 1.1806 1.5093
Winter - Next 9,000 per DT 0.8394 1.0943
Winter - Next 16,500 per DT 0.6911 0.9073
Winter - Next 30,000 per DT 0.6506 0.8493
Winter - Over 60,000 per DT 0.2656 0.4223

Summer - First 1,500 per DT 1.1927 1.3749
Summer - Next 3,000 per DT 0.8665 0.9908
Summer - Next 9,000 per DT 0.6225 0.7210
Summer - Next 16,500 per DT 0.5085 0.5813
Summer - Next 30,000 per DT 0.3404 0.4075
Summer - Over 60,000 per DT 0.1673 0.2267

114 - Interruptible Transportation Service
Monthly Charge 350.00 350.00

Winter - First 1,500 per DT 1.9171 2.1870
Winter - Next 3,000 per DT 1.3299 1.4330
Winter - Next 9,000 per DT 1.0252 1.0662
Winter - Next 16,500 per DT 0.6863 0.6895
Winter - Next 30,000 per DT 0.5192 0.5420
Winter - Over 60,000 per DT 0.3022 0.3617

Summer - First 1,500 per DT 1.2270 1.1558
Summer - Next 3,000 per DT 0.7511 0.8422
Summer - Next 9,000 per DT 0.6377 0.6806
Summer - Next 16,500 per DT 0.5060 0.5154
Summer - Next 30,000 per DT 0.3613 0.4043
Summer - Over 60,000 per DT 0.2165 0.2916

105 - Outdoor Gas Light Service
Per Fixture Charge 18.93 21.18

T-10 - Military Operations Transportation
Demand Charge per DT 10.0000 10.0000
Winter per DT 1.4711 1.9886
Summer per DT 0.5611 0.6498

12 - Military Installations in Onslow County -  Sales
Winter per DT 5.4398 eliminated
Summer per DT 4.9009 eliminated

T-12 - Military Installation in Onslow County - Transportation
Winter per DT 2.9398 eliminated
Summer per DT 2.4009 eliminated

106 - Schedule For Limiting and Curtailing
Emergency Gas per DT 10.0000 10.0000
Unauthorized Gas per DT 25.0000 25.0000

Reconnect Fees
Residential
February Through August 55.00 55.00
September Through January 85.00 85.00

All Others
February Through August 55.00 55.00
September Through January 110.00 110.00

Returned Check Charge
Returned Check Charge 25.00 25.00

1/ Present Revenue Rates include IMR base billing rates for the recovery of the current IMR revenue requirement and are exclusive of 
temporary increments or decrements.

--/A



STATE OF NORTH CAROLINA 

COUNTY OF MECKLENBURG 
VERIFICATION 

Bruce Barkley, being duly sworn, deposes and says that he is Vice President -

Rates and Natural Gas Supply of Piedmont Natural Gas Company, Inc., that as such, 

he has read the foregoing and knows the contents thereof; and he believes that the 

facts set forth therein are true and correct. 

Mecklenburg County, North Carolina 
Signed and sworn to before me this day by Bruce Barkley 

Date: 
Notary Public 

(Official Seal) My commission expires: 0 9 .... J-S- ,- 'J... 0 1)..... ;z_ 

• CHETAN PATEL 
Notary Public 

'B Mecklenburg County N.C. 
:.ly Commission Expires 9-25-2022 

--/A
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Updated Appendix I

Updated Updated
Present Proposed
Revenue Revenue

Rate Schedule Rates1
Rates

101 - Residential Service
Monthly Charge 10.00 10.00
Monthly Charge 10.00 10.00
Winter per DT 12.7201 14.4492
Summer per DT 12.2103 13.9394

102- Small General Service
Monthly Charge 22.00 22.00
Winter per DT 9.7244 11.3058
Summer per DT 9.3266 10.9080

152- Medium General Service
Monthly Charge 75.00 75.00

Winter - First 500 per DT 8.8549 10.0929
Winter - Over 500 per DT 8.5239 9.7619

Summer - First 500 per DT 8.7973 10.0353
Summer - Over 500 per DT 8.4918 9.7298

142 - Natural Gas Vehicle Fuel
Winter per DT 9.8298 11.4121
Summer per DT 9.8298 11.4121
Compression Charge per DT (maximum rate) 4.0000 4.0000

143- Experimental Motor Vehicle Fuel
Monthly Charge Monthly charge is reflected on corresponding rate schedule
Winter per DT Volumetric charge is reflected on corresponding rate schedule
Summer per DT Volumetric charge is reflected on corresponding rate schedule
Compression Charge per DT (maximum rate) 4.0000 4.0000

144- Experimental Medium Gen Motor Fuel - Transportation
Monthly Charge 75.00 75.00

Winter - First 500 per DT 5.6049 6.8429
Winter - Over 500 per DT 5.2739 6.5119

Summer - First 500 per DT 5.5473 6.7853
Summer - Over 500 per DT 5.2418 6.4798

Compression Charge per DT (maximum rate) 4.0000 4.0000

103 - Large General Sales Service
Monthly Charge 350.00 350.00
Demand Charge per DT 14.9500 15.1700

Winter - First 1,500 per DT 5.0806 5.5170
Winter - Next 3,000 per DT 4.4479 4.7558
Winter - Next 9,000 per DT 4.1067 4.3430
Winter - Next 16,500 per DT 3.9584 4.1586
Winter - Next 30,000 per DT 3.9179 4.1022
Winter - Over 60,000 per DT 3.5329 3.6779

Summer - First 1,500 per DT 4.4600 4.6239
Summer - Next 3,000 per DT 4.1338 4.2439
Summer - Next 9,000 per DT 3.8898 3.9755
Summer - Next 16,500 per DT 3.7758 3.8372
Summer - Next 30,000 per DT 3.6077 3.6648
Summer - Over 60,000 per DT 3.4346 3.4854

104 - Interruptible Sales Service
Monthly Charge 350.00 350.00

Winter - First 1,500 per DT 5.3570 5.5900
Winter - Next 3,000 per DT 5.1406 5.2265
Winter - Next 9,000 per DT 4.7956 4.8211
Winter - Next 16,500 per DT 4.5184 4.5082
Winter - Next 30,000 per DT 4.2608 4.2714
Winter - Over 60,000 per DT 4.0420 4.0915

Summer - First 1,500 per DT 5.0325 4.9395
Summer - Next 3,000 per DT 4.5686 4.6430
Summer - Next 9,000 per DT 4.5068 4.5347
Summer - Next 16,500 per DT 4.3516 4.3477
Summer - Next 30,000 per DT 4.2327 4.2641
Summer - Over 60,000 per DT 4.0587 4.1240

Piedmont Natural Gas Company, Inc.
Comparison of Present and Proposed Rates

Docket No. G-9 Sub 781
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Updated Updated
Present Proposed
Revenue Revenue

Rate Schedule Rates1
Rates

Piedmont Natural Gas Company, Inc.
Comparison of Present and Proposed Rates

Docket No. G-9 Sub 781

113 - Large General Transportation Service
Monthly Charge 350.00 350.00
Demand Charge per DT 2.9500 3.1700

Winter - First 1,500 per DT 1.8306 2.2670
Winter - Next 3,000 per DT 1.1979 1.5058
Winter - Next 9,000 per DT 0.8567 1.0930
Winter - Next 16,500 per DT 0.7084 0.9086
Winter - Next 30,000 per DT 0.6679 0.8522
Winter - Over 60,000 per DT 0.2829 0.4279

Summer - First 1,500 per DT 1.2100 1.3739
Summer - Next 3,000 per DT 0.8838 0.9939
Summer - Next 9,000 per DT 0.6398 0.7255
Summer - Next 16,500 per DT 0.5258 0.5872
Summer - Next 30,000 per DT 0.3577 0.4148
Summer - Over 60,000 per DT 0.1846 0.2354

114 - Interruptible Transportation Service
Monthly Charge 350.00 350.00

Winter - First 1,500 per DT 1.9344 2.1674
Winter - Next 3,000 per DT 1.3472 1.4331
Winter - Next 9,000 per DT 1.0425 1.0680
Winter - Next 16,500 per DT 0.7036 0.6934
Winter - Next 30,000 per DT 0.5365 0.5471
Winter - Over 60,000 per DT 0.3195 0.3690

Summer - First 1,500 per DT 1.2443 1.1513
Summer - Next 3,000 per DT 0.7684 0.8428
Summer - Next 9,000 per DT 0.6550 0.6829
Summer - Next 16,500 per DT 0.5233 0.5194
Summer - Next 30,000 per DT 0.3786 0.4100
Summer - Over 60,000 per DT 0.2338 0.2991

105 - Outdoor Gas Light Service
Per Fixture Charge 18.93 20.79

T-10 - Military Operations Transportation
Demand Charge per DT 10.0000 10.0000
Winter per DT 1.4884 1.9543
Summer per DT 0.5784 0.6540

12 - Military Installations in Onslow County -  Sales
Winter per DT 6.2071 eliminated
Summer per DT 5.6682 eliminated

T-12 - Military Installation in Onslow County - Transportation
Winter per DT 2.9571 eliminated
Summer per DT 2.4182 eliminated

106 - Schedule For Limiting and Curtailing
Emergency Gas per DT 10.0000 10.0000
Unauthorized Gas per DT 25.0000 25.0000

Reconnect Fees
Residential
February Through August 55.00 55.00
September Through January 85.00 85.00

All Others
February Through August 55.00 55.00
September Through January 110.00 110.00

Returned Check Charge
Returned Check Charge 25.00 25.00

1/ Present Revenue Rates, effective July 1, 2021 in Docket No. G-9, Sub 790, include IMR base billing rates for the recovery of 
the current IMR revenue requirement and are exclusive of temporary increments or decrements.

--/A
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