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FLORIDA Tallahassee, FL 32301

FILED SEP 04, 2015
DOCUMENT NO. 05547-15
September 4, 2015 FPSC - COMMISSION CLERK

Ms. Carlotta Stauffer, Commission Clerk
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Re: Duke Energy Florida, LLC
Notice Filing Only No Action is Required

Dear Sir or Madam:

Enclosed is a copy of Internal Revenue Service (“IRS™) Form 3115, Application for
Change in Accounting, filed by Duke Energy Corporation on behalf of Duke Energy Florida,
LLC (“DEF™), with its federal income tax return for the tax year ended December 31,

2014. DEF is requesting permission from the IRS to change the manner in which assets are
accounted for when calculating tax depreciation and in determining gain or loss on

disposals. DEF is requesting this change to comply with final Treasury Regulations issued by
the IRS on August 18, 2014. In order to obtain the method change, DEF must agree to follow a
normalization method of accounting for its public utility property which is the subject of the
application. The IRS requires DEF to provide a copy of the completed application to any
regulatory body having jurisdiction over the public utility property to which the method of
accounting change is being requested. This is a notice filing only and no action is required on
the part of the Florida Public Service Commission.

Please feel free to contact me should there be any questions.
Sincerely,
Robert L. Pickels
Regulatory Affairs Director

Enclosure
cc: Penney Develle

www.duke-energy.com
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P Db 2004 Application for Change in Accounting Method OMB No. 15450152

Department of the Treasury
[ | Revenue Sarvice

Name of [#fer (nema of parent corporation I a consoldated group) (ses nstructions) ldentiffcation mumber {sae instrucilons)
20-2777218

Duke Energy Corporation Principal businass acilvity code number (see instructions)

221100
Number, sirest, and room or sute no. H a P.O. box, sas tha insiructions. Tax ysar of changa beging (MMWDD/YYYY) 01/01/2014
550 South Tryon Street, DEC41A Tax ysar of change ends (MWDONYYYY) 1213172014
City or town, state, and ZIP code Name of conlac! psrson (see instructions)
Charlotte, NC 28202 Keith G. Butler
Namp of applicani(s) (i difierant than filer) and identification numbar(s) (sea Instructions} Conlact person's lelephone number
See Attached 704-382-8681
If the appiicant s a member of a consolidated group, check thisbox . . . . . . . . . . . .. W W [x]

It Form 2848, Power of Attorney and Declaration of Representative, Is altached (see instructions for when Form 2848 is
required), checkthisbox . . . . . . . . . . . . . ... .. .. s B % B B e e R R hiE

Check the box to indicate the type of appiicant. Check the appropriate box to indicate the type
[Dindividual [[JCooperative (Sec. 1381) of accounting method change being requested.
[x]Jcomaration [ JPartnership (see instructions)
[CJcontrolied loreign comporation [C]s corporation

{Sec. 957) [CJinsurance co. (Sec. 816(a)) [CIpepreciation or Amortization
["110/50 corporation (Sec. 904{d)(2)(E)} [)insurance co. {Sec. 831) [IFinancial Products and/or Financial Activitles of
[ JQualitied persanal service [CJother (specify) Financial Institulions

corparation (Sec. 448(d)(2)) Elomar {specify)  Mulli Auto Chng Req
[:]Exemm organization. Enter Code section -

"Caution: To be eligitie for approval of the requesied change in mathod of accounting, mwmmum«mmmsmwwmm
or o the laxpayer's requested change in method of accounting. This includes afl informalion requested on this Form 3115 (including iis instructions), as
well as any other information thal is nol specifically requesied.

The taxpayer must attach all applicable supplemental statements requesied throughout this form.

Information For Automatic Change Reguest
1 Enter the applicable designated automatic accounting method change number for the requested aulomatic change. Enter
only ane designated automatic accounting methed change number, except as provided for in guidance published by the
IRS. If the requested changs has no designated automatic accounting method change number, check *Other,” and provide
both a description of the change and citation of the IRS guidance providing the automalic change. See Instructions.

{a) Change No. (b) Other [X] Description  Change No. 196, 197 and 206
2 Do any of the scope Emitations described in section 4.02 of Rev. Proc. 2008-52 cause aitomalic consent to be
unavailabie for the applicant's requested change? If "Yes," attachanexplanation . . . . . . . . . . . . .

Note: Compiste Part Il below and then Part IV, and also Schedules A through E of this form {if applicable).
BN _information For All H@ests

3 Did or will the applicant cease to engage in the trade or business lo which the requested changa relates, or
terminate its axistence, in the tax year of change (seeinstruclions)? . . . . . . . . . . . . .. .. L.
if “Yes," the applicant is not eligible to make the change under auiomalic change request procedures. ?

4a Does tha applicant {or any present or former consolidated group in which the applicant was a member during the . e
applicable tax year(s)) have any Federal income tax retum(s) under examination (see instructions)? . . . . . SeoAttached | %X | |
If *No," go to line 5. IS E

b Is the method of accounting the applicant is requesting to change an issue (with respect to either the applicant or
any present or former consolidated group in which the applicant was a member during the applicable tax year(s)}

Signature (see instructions)

Under panalties of parjury, | dectare that | have examined this appiication, including accompanying schedwes and siatements, and to the bast ol my knowledge and beliel,
the application contains all iha relevant lacts relating to the apptication, and It is true, comrect, and complele. Declaration of preparer (other than applicant) Is based on all

information ol whk.-h er has any Iedne,
Preparer (other than filer/applicant)
o8f25 2015~
¥ [4

“~ [ Signature and date Signature of individual preparing the application and data
Kellh G G Builer, Senlor Vice President
Hame and litie {print or type) Name of individual preparing the application {print or typa)

Name of firm preparing the application
For Privacy Act and Paperwork Reduction Act Notice, see the instructions. Cat. No. 19280E Form 3115 (Rev. 12-2009)
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Information For All Requests (continued)

4c |s the method of accounting the applicant is requesting to change an issue pending (with respect to either the
applicant or any prasent or former consolidated group in which the applicant was a membear during the applicable

lax year(s)) for any tax year under examination (see instructions)? . . . . . . . . . . . . ... oo

d Is the request to change the method of accounting being filed under the proceduras requiring that the oparating

division director consent to the filing of the request (seeinstructions)? . . . . . . . . . « .+ « v o 4 e . . _

If "Yes,” attach the consent statement from the direclor.
e |s the raquest to change the method of accounting being filed under the 80-day or 120-day window period?
If "Yes," check the box lor the applicable window period and attach the required statement (see instructions).
90 day [C] 120 day: Date examination ended
f If you answered "Yes" o line 4a, enter the name and telephone number of the examining agent and the tax
year(s) under examination.
Name See Attached Telephone number Tax year(s)
g Has a copy of this Form 3115 been provided to the examining agent idenlified online 4i?. . . . . . . . %
5a Does the applicant (or any present or former consolidated group in which the applicant was a member during lhe
applicable tax year(s)) have any Federal incoma tax retlum(s) before Appeals and/or a Federal court? .
If *Yes," enter the name of the (check the box)m Appeals officer and/or I:l counsel for the govemment,
telephone number, and the tax year(s) before Appeals and/or & Federal court.
Name See Attached Telephone number Tax year(s)

b Has a copy of this Form 3115 been provided to the Appeals officer and/or counsel for the government identified

ONENESBT . « oni 5 o v oa s o u o @ m R W Wt W @ R W e W AR e A NN D 6 @) B W G ¥ W 4 W R

¢ |s the method of accounting the applicant is requesting to change an issue under consideration by Appeals and/or
a Federal court (for either the applicant or any present or former consolidated group in which the applicant was a
member for the tax year(s) the applicant was a member) (see Instruetions)? . . . . . . . . . . . . .. . ..
If "Yes," attach an explanation.
6 If the applicant answered "Yes" to line 4a and/or Sa with respect to any preseni or former consolidated group,
attach a stalement that provides each parent corporation's (a) name, (b) identification number, (c) address,
and {d) tax year(s) during which the applicant was a member thal is under examination, before an Appsals office,

and/or before a Federal court. See Atlached

7 i for federal income tax purposes, the applicant is either an entily {including a limiled liability company) treated as
a partnarship or an S corporation, is it requasting a change from a method of accounting that is an issue under
consideration in an examination, before Appeals, or before a Federal court, with respect to a Federal income tax
return of a partner, member, or shareholder of that entity?
if "Yes," the applicant is not sligible to make the change.

8a Does the applicable revenue procedure (advance consent or aulomatic consent) state that the applicant does not

recelve audit protection for the requested change (seeinstructions)? . . . . . . . . . . . . . . . . ...

b If "Yes,"” attach an explanation.

9a Has the applicant, its predecessor, or a related party requested or made (under either an automatic change
procedurs or a procedure requiring advance consent) a change in method of accounting within the past 5 years
(including the year of the raquestedchange)? . . . . . . . . . . . ¢ o ¢« v v v v v b e e e e
b If "Yes," for each trade or business, atiach a description of each requested change in method of accounting

{including the tax year of change) and state whether the applicant received consent. See Attached | o

¢ |f any application was withdrawn, nol perfected, or denied, or if a Consent Agreement granting a change was not
signed and retumed to the IRS, or the change was not made or nol made in the requested year of change, attach

an explanation. See Attached

10a Does the applicant, its predecessor, or a related party currently have pending any request (including any

concursrently filed request) for a private letter ruling, changa in method of accounting, or technical advice?. . . . . .

b I “Yes,” for each request attach a statement providing the name(s) of the taxpayer, idenlification number(s), the
type of request (private letter ruling, change in method of accounting, or technical advice), and the specific issue(s)

in the request(s). Sea Attached |
11 Is the applicant requesting to change its overall method of accounting? . . . . . . . . « . + « . o . . ..

If *Yes,” check the appropriata boxes below to indicate the applicant's present and proposad methods of
accounting. Also, complele Scheduls A on 4 of the form.
Present method: [Clcash Accrual [CJHybrid (attach description)

Proposed method:  [_|Cash [JAccrual []+tybrid (attach description)

Form 3115 (Rev. 12-20091
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mll Information For All Requests (continued)

12
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13

14

15a

16
17

16

19

20
21
22

20-2777218

If the applicant is either (i) not changing its overall method of accounting, or (ii) Is changing its overall method of
accounting and also changing to a special method of accounting for one or more ilems, attach a detailed and
complete descrption tor each of the following:

The ttem(s} being changed.

The applicant's present method for the item(s) being changed.

The applicant's proposed method for the item(s) being changed.

The applicant's present overall method of accounting (cash, accrual, or hybrid).

See Attached

Ses Attached
See Attached
Sea Attached

Attach a detalled and complete description of the applicant's trade(s) or business(es). and the principal business
activity code for each. I the applicant has more than one trade or business as defined in Regulations section
1.446-1(d), describe: whether each trade or business is accounted for separately; the goods and services
provided by each trade or business and any other types of activities engaged in that generale gross income; the
overall method of accounting for each trade or business; and which trade or business is requesting to change ils
accounting method as part of this application or a separate applicalion. See Attached
Wil the proposed method of accounting be used for the applicant's books and records and financial statemants?
For insurance companies, see the instructions . . :

if "No,” attach an explanation.

Has the applicant engaged, or will it engage, In a transaction to which section 381(a) applies (e.g., a
recrganization, marger, or liquidation) during the proposed tax year of change determined without regard to any
potential closing of the year under section 381{b}{(1)? . .
i "Yes," for the ilems of income and expensa that are the subject of lhls appncation attach a stalament Idenlifying
the methods of accounting used by the parties to the section 381(a) transaction immediately before the date of
distribution or transfer and the method(s) that would be required by section 381{(c){4) or (c){5) absent consenl to
the change(s) requested in this application.

Does the applicani request a conferance with the IRS National Office if the IRS proposes an adverse response?

if the applicant is changing to either the overall cash method, an overall accrual method, or is changing its mathod
of accounting for any property subject to seclion 263A, any long-term contract subject to section 460, or
inventories subject to seclion 474, enter the applicant's gross raceipts for the 3 lax years praceding the tax year of
change.

st preceding
‘E@r ended: _mo.

2nd preceding
year ended:

3rd preceding
year ended:
[

. mo. yr. mo. yr.

information For Advance Consent Reguest
Is the applicant's requested change described in any revenue procedurs, revenue ruling, notice, regulation, or
other published guidance as an automatic change request? . B ;
If "Yas,” attach an explanation describing why the applicant is submitting its request under advance consent
request proceduras,

Attach a full explanation of the legal basls supporting the proposed method for the item being changed. Include a
detalled and complate description of the facts that explains how the law specifically applies lo the applicant's
situation and that demonstrates that the applicant is authorized to use the proposed method. Include all authority
(statutes, regulations, published rulings, court cases, etc.) supporling the proposed method. Also, include either a
discussion of the contrary authorities or a statement that no contrary authority exists.

T

Afttach a copy of afl documents related to the proposed change (see instructions).

Aftach a statement of the applicant's reasons for the proposed change.

It the applicant is a member of a consolidated group for the year of change, do all other members of the
consolidated group use the proposed method of accounting for the item being changed? .

if *No," attach an explanalion.

23a Enter the amount of user fee atlached to this application (see instruclions).

&

b _If the applicant qualilies for a reduced user fee, attach the requirad information or certification {see instructions).

Saection 481{a) Adjustment

_ Yes

24  Does the applicable revenus procedure, revenue ruling, notice, regulalion, ar ather published guidance require the applicant to
implement the requasted change in method of accounting on a cut-off basis rather than a section 481(a) adjustment? . . . X
If *Yes," do not complete lines 25, 26, and 27 balow.

25 Enter the section 481(a) adjustment. Indicate whether the adjustment is an increase (+) or a decrease {-) in

incoma, § 0 Attach a summary of the computation and an explanation of the
methodology used fo delermine the section 481(a) adjustment, if it Is based on more than one component, show

the computation for each compenent. If more than one applicant is applying for the mathod change on the same
application, attach a list of the name, ldentification number, principal business activity code (see instructions), and

the amount of the section 481(a) adjustment atiributable to each applicant. See Attached

Form 3115 (Rev. 12-2008)
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Section 481(a) Adjustment (continued) Yes

Ne

26 If the section 481(a) adjustment is an increase to income of less than $25,000, does the applicant elect lo fake the
entire amount of the adjustment into account inthe yearofchange? . . . . . . . . . . . . . . . . . ..

N/A

27 s any part of the section 481(a) adjusiment attributable to transactions between members of an affilialed group, a
consolidated group, a controfled group, or other relatedparties? . . . . . . . . . . . . . . o000 ...

N/A

If "Yes," attach an axplanation.

Schedule A—Change in Overall Method of Accounting (If Schedule A applies, Part | below must be completed.)

N/A

Change in Overall Method (see instructions)

N/A

Enter the following amounis as of the close of the tax year preceding the year of change. if none, state "None." Also, atlach a
statement providing a breakdown of the amounts entered on fines 1a through 1g.

Amount

Income accrued but not recelved (such as accountsreceivable) . . . . . . . . . . . L L L L L. $

oo

Income raceived or reported before it was eamed (such as advanced payments). Attach a description of
the income and the legal basis forthe proposedmethod . . . . . . . . . . . . . . . .. .. ..

Expenses accrued but not paid (such as accountspayable) . . . . . . . . . . . . ... ...

Prepald expenses previousiydeducted . . . . . . . . . . . L0 .0 0 e e e e e e e e 5 @

Supplies on hand praviously deducted and/or not prevtously feported : i v aw B w3 W b oW e

Inventory on hand previously deducted and/or nol previously reported. Complete Scheduie D, Partll . . .

Q =0 a0

Other amounts (specify). Attach a description of tha item and the legal basis for its inclusion in the
calculation of the section 481(g) adjustment. ........ T T

h Net section 481(a) adjustment (Combine lines 1a-1g.) indicaie whether the adjustment Is an lncreasa {+)
or decrease (-} in income. Also enter the net amount of this section 481(a) adjustment amount on Part IV,

2 s the applicant also requesting the recurring item exception under seclion461(h)}{3)?. . . . . . . . . DYes DNo

3  Aftach copies of the profit and loss statement (Schedule F (Form 1040} for farmers) and the balance sheet, if applicable, as of
the close of the tax year preceding the year of change. Also attach a statement specifying the accounting method usad when
preparing the balance sheet. If books of account are not kept, attach a copy of the business schedules submitted with the
Federal income tax ratum or other retumn (e.g., lax-exempt organization returns) for that period. If the amounts in Part |, lines
1a through 1g, do not agree with those shown on both the profit and loss statement and the balance sheet, attach a statement
sxplalnlng the differences.

Change to the Cash Method For Advance Consent Request (see instructions)

N/A

Appllcants requesting a change to the cash method must attach the following information:

1 A description of inventory items (itams whose production, purchase, or sale is an ingome-producing factor) and materials and
supplies used in carrying out the business.

2 Anexplanation as to whether the applicant is required to use the accrual method under any section of the Code or regulations.

Schedule B—Change to the Deferral Method for Advance Payments (see instructions)

N/A

1 If the applicant is requesting to change to the Deferral Method for advance payments described in section 5.02 of Rav. Proc.
2004-34, 2004-1 C.B. 991, attach the following information;
a A statement explaining how the advance payments mest the definition in section 4.01 of Rev. Proc. 2004-34

b !f the applicant is filing under the autematic change procedures of Rev. Proc. 2008-52, the information required by section
8.02(3)(a)-(c) of Aav. Proc. 2004-34.

¢ It the applicant is filing under the advance consent provisions of Rev. Proc. 97-27, the informatlon required by saction
8.03(2)(a)-(f) of Rev. Proc. 2004-34,

2 i the applicant is requesting to change to the deferral method for advance payments described in Regulations section
1.451-5(b)(1)(ii}, attach the following.

a A statement explaining how the advance paymenis meet the definition in Regulations section 1.451-5(a)(1).

b A statement explaining what portions of the advance paymaents, if any, are altribulable to services, whether such services are
Integral to the provisions of goods or items, and whether any portions of the advance payments that are attributable to
non-integral services are less than five percent of the total contract prices. See Regulations sections 1.451-5{a)(2)(l) and (3).

¢ A statement explaining that the advance payments will be included in incoms no later than when included in gross receipts for
purposes of the applicant's financial reports. See Regulations section 1.451-5{b){1){ii).

d A statement explaining whether the inventoriable goods exception of Regulations section 1.451-5(c) applies and if so, when
substantial advance payments wiil be received under the conltracts, and how the exception will limit the deferral of income.

Form 3115 (Rev. 12-2009)




Form 3115 (Rev. 12-2009) Duke Energy Corporation 20-2777218 Page 5

Schedule C—Changes Within the LIFO Inventory Method (see instructions)

N/A
(4} General LIFO Information N/A
Complele this secllon if the requested change involves changes within the LIFOQ inveniory method. Also, attach a copy of all
Forms 970, Appiication To Use LIFO Inventory Msthod, filed to adopt or expand the use of the LIFO method.
1  Aitach a description of the applicant’s present and proposed LiIFO methods and submethods for each of the following
iterns:
Valuing inventory (e.g., unit method or dollar-value method).
Pooling {e.g., by line or lype or class of goods, natural business unit, multipie pools, raw material content, simplified dollar-
value method, inventory price Index computation {IPIC) pools, vehicle-pool method etc.).
Pricing dollar-vatue pools {.9., double-extension, index, link-chain, link-chain index, IPIC method, elc.).
Determining the current-year cost of goods In the ending inventory {i.e., most recant acquisitions, earliest acquisitions during
the current year, average cost of current-year acquisitions, or other permitied method).
2  If any present method or submethod used by the applicant is not the same as Indicated on Form(s) 970 filad to adopt or
expand the use of the method, attach an explanation.
3  If the proposed change is not requested for all the LIFO inventory, attach a statement specifying the Inventory to which the
change is and is not applicable.
4  If the proposed changs is not requested for all of the LIFO pools, attach a statement specifying the LIFO pool(s) to which the
change is applicable.
§  Aftach a stalement addressing whether the applicant values any of its LIFO inventory on a method other than cost. For
example, if the applicant velues some of its LIFO inventory at retaif and the remalnder al cost, identify which inventory items
are valued under sach method.
6 It changing lo the IPIC method, attach a completed Form 970.
Change in Pooling Inventories N/A
1 I the applicant is proposing to change lts pooling method or the number of pools, attach a description of the contents of, and
slate the base year for, each dollar-value pool the applicant presently uses and proposas to use.
2  |f the applicant is proposing to use natural business unit (NBU) pools or requesting to change the number of NBU pools,

attach the following information (to the extent not already provided) in sufficlent delail to show that each proposed NBU was
determined under Regulations saction 1.472-8(b){1) and {2):

A description of the types of products produced by the applicant. If possible, attach a brochure.

A description of the types of processes and raw malerials usad to produce the products in sach proposed pool.

if all of the praducts to be included in the proposed NBU pool(s) are not produced at one facility, state the reasons for the
separate facilities, the location of each facility, and a description of the products each facility produces.

A description of the natural business divisions adopted by the taxpayer. State whether separate cost centers are maintained
and if separate profit and loss statements are prapared.

A statement addressing whether the applicant has inventories of items purchased and held for resale that are not further
processed by the applicant, including whether such items, if any, will be included in any proposed NBL pool,

A statement addressing whether all items Including raw materials, goods-in-process, and {inished goods entering into the
entire inventory investment for each proposed NBU pool are presenily valued under the LIFO method. Describe any items that
are not presently valued under the LIFO method that are to be Included in each proposed pool.

A statement addressing whether, within the proposed NBU pool(s), there are ilems both sold to unrelated parties and
transferred to a different unit of the applicant to be used as a component part of another product prior to final processing.

If the applicant is engaged in manutacturing and is proposing 1o use the multiple pooling method or raw malerial content
pools, attach information to show that each proposed pool will consist of a group of items that are substantially similar. See
Regulations section 1.472-8(b)(3).

if the applicant is engaged in the wholesaling or ratailing of goods and is requesting io change the number of pools used,
attach informalion to show that each of the proposed pools is based on customary business classifications of the applicant's
irade or business. See Regulations seclion 1.472-8(c).

Form 3115 (Rev. 12-2009)
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Schedule D—Change in the Treatment of Long-Term Contracts Under Section 460, Inventories, or Other

Section 263A Assets (see instructions) N/A
Change in Reporting Income From Long-Term Contracts (Also complets Part Il on pages 7 and 8.) N/A

1 To the extent not already provided, attach a description of the applicant's present and propased methods for reporting income
and expenses from long-term contracts. Also, attach a representative actual contract (without any delegation} for the requested
change. if the applicant is a construction contractor, aitach a detalled description of its consiruction activities.
2a Are the applicant's contracts long-term contracts as defined in section 460{f)(1) (see instructions)? . . . . . . D'les [:INo
b 1f *Yes," do all the contracis qualify for the exception under section 460(e) (see instructions)?. . . . . . . . DYes DNo
if line 2b Is *No," attach an explanation.
c lfline 2bis “Yes," is the applicant requesting to use the percentage-of-completion method using cost-to-

cost under Regulations section 1.460-4(b)? . . . . . . . . . . . . . . . ..o 0 DYes DNo
d If line 2c is "No," is the applicant requesting to use the exempt-contract pementage-of-completlon
method under Regulalions section 1.460-4(C)2)?. . « . - « .+« u e e e e e e [Clyes [Jne

If line 2d is "Yes," attach an explanation of what cost comparison the applicant will use to determine a
contract’s completion factor.
it line 2d is "No," attach an explanation of what method the applicant is using and the authority for its use.
3a Doss the applicant have long-term manufacturing contracts as defined in section 480(f}(2)? . . . . . . . . E]Yes I:lNo
b If "Yes," aach an explanation of the applicant's present and proposed methed(s) of accounting for fong-
term manufacturing contracts.
¢ Altach a description of the applicant's manufacturing activities, including any required installation of manufactured goods.
4 To dstermine a conlract's compiation factor using the percentage-of-campletion method:

a Will the applicant use the cost-to-cost method in Regulations section 1.460-4(b)?. . . . . . . . . . . . [:l‘les I:INn
b I line 4ais "No," is the applicant electing the simplified cosi-to-cost method (see section 460(b)(3) and
Regulations section 1.460-5(c))?. . . . . . . . . . . . . . . . . . . ... e e e e e e e e DYes DNo

§ Attach a statement indicating whether any of the applicant's contracts are either cost-plus long-term
contracts or Federal long-term contracts.
Change in Valuing Inventories Including Cost Allocation Changes {Also complete Part Ill on pages 7 and 8.)N/A
1 Attach a description of the inventory goods being changed.
2 Altach a description of the Inventory goods (if any) NOT heing changed.
3a Is the applicant subject to section 263A7 If "No,"gotolined4a . . . . . . . . . . . . . . . . .. DVes DNo
b s the applicant's present inventory valuation method in compliance with section 263A (see Instructions)?
lf"No," attach a detailed explanation. . . . . . . . . . . . . . . . o000 e e DYos DNn

Inventory Not
4a Check the appropnate boxes below. Baing Changed
{dentificatlon methods: Prasent method | Proposed method Prasent mathod
Specific Identification . . . . . . . . . ... L.
FIFOU o & 50 o = aime o s o 25 8 8 w0 % o8 v s o0 4 e ol &
I
Other (attachexplanation) . . . . . . . . . . . . . . . ...
Valuation methods:
COBL & o v 6 o wa b ome v m W w o e B onE o B W B W e
Cost or market, whlchever isfower . . . . . .. .. ., S
Ralallicost « &« » w0 2 6 wew oo w owur w ¥ s s e 8 G
Retall, lowerofcostormarket . . . . . . . . . . . . .. ..
Other (attach explanation) . . . . . . . . . . . . ... ..
b Enter the value at the end of the tax year preceding the year of change .
5 |f the applicant is changing from the LIFO inventory method to a non-LIFO methed, attach the following information (see
instructions).
a Coples of Form(s) 970 filed to adopt or expand the use of the method.
b Only for applicants requesting advance consent. A statement descnbing whether the applicant is changing to the method
required by Regulations section 1.472-6(a) or (b), or whether the applicant is proposing a different method.
¢ Only for applicants requesting an automatic change. The stalement required by section 22.01(5) of the Appendix of Rev.
Proc. 2008-52 (or ils successor).

Inventory Being Changed

Form 3115 (Rev. 12-2009)
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Method of Cost Allocation (Complets this part If the requested change involves either property subject
to section 263A or long-term contracts as described in section 460 (ses instructions)). N/A
Section A—Allocation and Capitalization Methods NIA

Attach a description (including sample computations) of the present and proposed method(s) the applicant uses to capitalize direct
and indiract costs properly allocable to real or tangible personal property produced and property acquired for resale, or to allocate
and, where appropriale, capitalize direct and indirect costs properly allocable to long-term contracts. include a description of the
method(s) used for allocating indirect costs to intermediate cost objectives such as departments or activities prior to the allocation of
such costs o long-lerm contracts, real or tangible personal property produced, and property acquired for resale. The description
must include the following:

1 The method of allocating direct and indirect costs (.., specific identification, burden rate, standard cost, or other reasonable
allocation mathod).

2 The method of aliccating mixed service costs {i.e., diract reallocation, step-allocation, simplified servica cost using the labor-
based allocation ratio, simplifled service cost using the production cost allocation ratio, or othar reasonable allocation
method}.

3 The method of capitalizing additlona! saction 263A costs (i.e., simplitied production with or without the historic absomtion
ratio election, simplified resale with or without the histaric absomtion ratio election including permissible variations, the U.S.
ratio, or other reasonable allocation method).

Section B—Direct and Indirect Costs Required To Be Allocated

Check the appropriate boxes showing the cosis that are or will be fully included, to the extent required, in the cost of real or tangible
personzl property produced or property acquired for resale under saction 263A or allocated to long-term contracts under section

460. Mark "N/A” in a box If those cosls are not incurred by the applicant. If a box Is not checked, it is assumed that those cosls are

not fully included to the extsnt required. Attach an explanation for boxes that are not checked, N/A

Present method | Proposed method

T Dimctmatanial + = v ¢ & ¢ % & R % 8 8 E 5 E ¥ e om ¥ os o ¥ 8 8 8B &Y 8
2 Directlabor . : : 5 o i s v ks s N B G E B G b e Bow o ow b om § G o4
3 Indirectlabor . . . . . . . L L e e e e e e e e e e e e e e e e
4 Officers’ compensation (not including selling activities) . . . . . . . . . . . . . ..
5  Pensionandotherrelatedcosts. . . . . . . . . . . .. ... o000 L.
6 Employeabenefils . . . . . . . . . L L L L e e e e e e e e e
7 Indirect matedalsandsupplies . . . . . . . . o L L L L L e e e e e e e
8 Purchasingeosts . . . . . . . L . L L e e e e e e e e e e e e e e
9 Handling, processing, assembly, and repackagingcosts . . . . . . . . . . . . . -
10 Ofisite storage and warghousingeosts. . . . . . . . . . . . . . . . . 0 o ...
11 Depreclation, amontization, and cost recovary allowance for equipment and facilities
placed inserviceand not temporarilyldle . . . . . . . . . .. ... ...
12 Deplation . . . . . . . . L L e e e e e e e e e e e e
s N T~
14  Taxes other than state, local, and forsign incometaxes. . . . . . . <, AT
18 INSUMNCE . . . . . . . L L e e e e e e e e e e e e e e e e e e
16 Utililes . . . . . . . L L e e e e e e e e e e e e e e e e e e

17 Maintenance and repairs that relate to a production, resale, or long-term contracl activity . .

18 Engineering and design costs (not including section 174 research and experimental
EXPENSES) . . . . . v . e e e e e e e e e e e e e cow o v w e A u e W u

19 Rework labor, scrap, andspollage . . . . . . . . . . . . . .. o w ow W e s s

20 Toolsandequipment. . . . . . . . . L L L L . e e e e e e e e e e

Qualitycontrolandinspection . . . . . . . . . . . . .. .. ‘

Bidding expenses incurred In the solicitation of cuntracls awarded to the applican! ’ :

Licensingandfranchisecosts. . . . . . . . . . . . . . .. 00w e

Capitalizable service costs (including mixed servicecosts) . . . . . . . . . . . . .

25 Administrative cosls {(not including any costs of selling or any return on capttal) ......

26 Research and experimental expenses attributable to longlemcontracts . = . . . . . .

27 Interest . « o s e v v s v s owm v o e n oW e ok s g s R b % D R

28  Other costs (Attach a Ilsl of lhese COSES:) = o oo w0 1osm oo o os o p %o ek s i

RURR

Form 3115 {Rev. 12 2009)
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Method of Cost Allocation (see instructions) (continued) N/A
Section C—Other Costs Not Required To Be Allocated (Complete Section C only if the applicant Is requesting to change its
N/A

method for these costs.)

QU ENWUN L WON -

-—h

11

Prasant Method Proposed Method

Marketing, selling, adverlising, and distributionexpenses . . . . . . . . . . . . . ..

Research and experimental expenses not included in Section B, line26 . . . . . . . . .

Bidding expenses not included in Section B, line22 . . . . . . . . . . . .. .. ..

General and administrative costs notincludedinSectionB . . . . . . . . . . . . ..

INCOMBABNES . & « s & s 6 & 5 5 % 3 &8 &5 § %6 5 % @ 8§ W & 5 @ & 5§ ¢ w0

CoBTOISIINBE: +w o o0 ¢ @ & 5 @08 » @ § 3 % 5 4 @ 8 B & % % 5 @ & 5 @ &

Warranty and product liabilitycosls . . . . . . . . . . . oL 000 0000w

SOcHO I7OCOSIS « v o o+ » & v Wb o § o B oa e e B G d e e a aw h e i o a

OnsHBSOEbs « o w ¢ o 5 o ¢ 90 & @ ¥ 5 B 8 F W ¥ B ¥ B B ¥ W 5 @

Depreclation, amortization, and cost recovery allowance not included in Section B,
MINBT1 = 2 5 5 ¢ 5 = 5 5 ® ¥ 3 % & G2 ¥ %' %% 5 W0 & G 7 % & ¥ 5 & § 3 & § @

Schedule E~Change in Depreciation or Amortization (see instructions)

Applicants requasting approval to change their method of accounting for depreciation or amoriizalion complete this section.
Applicanis must provide this information for each item or class of property for which a change is requesied.

Note. See the List of Automatic Accounting Method Changes in the instructions for information regarding automatic changes
under sections 56, 167, 168, 197, 14001, 1400L, or former secticn 168. Do not file Form 3115 with respect! lo certain lale elections
and election revocations (see instructions).

Is depraciation for the property determined under Reguiations section 1.167(a)-11 (CLADRY? . . . . . . . . . [CJves [x]ne

1

If "Yes," the only changes permitted are under Regulations section 1.167(a)-11{c)(1)(ii).

2 Is any of the depreclation or amortization required to be capitalized under any Code section (e.g., section
263A)2. . . . . e e g R WD P EE S WS EEY [x]ves [ no
If "Yes," enter the applicable section section 263A
3 Has a depreciation, amortization, or expense election been made for the property (e.g., the election under
section 168(1)(1), 179,07 179C)7. . . . . « © .« . e e e e e e e e e e e e [Clves [x]no
If *Yes,” state the election made
4a To the extent not already provided, attach a statement describing the property being changed. Include in the description the
type of property, the year the property was placed in service, and the property’s use in the applicant's trade or business or
income-producing activity. See Attached
b If the property is residential rental property, did the applicant five in the property before renting it? A . . . . . E]Yes DNo
¢ s the property public utilityproperty? . . . . . . . . . . L L 0oL 000 B oW v R E EY« |:|No
5 To the extent not already provided in the applicant's description of its present method, attach a statament explaining how the
property is treated under the applicant's present method {e.g., depreciable property, inventory property, supplies under
Regulations section 1.162-3, nondepreciable section 263{a) property, property deductible as a current expsnse, elc.).
6 If the property is not currently treated as depreciable or amortizable property, attach a statement of the facts supporting the
proposed change to depreciale or amortize the property. N/A
7 It the property is currently ireated and/or will be trealed as depreciable or amortizable property, provide the following
information for both the present (if applicable) and proposed methods:  See Attached
a The Code section under which the property Is or will be depreciated or amortized (e.g., section 168(g)).
b The applicable asset class from Rev. Proc. 87-56, 1987-2 C.B. 674, for each assel depreciated under section 168 (MACRS) or
under section 1400L; the applicable asset class from Rev. Proc. 83-35, 1983-1 C.B. 745, for each asset depreciated under
former section 168 (ACRS); an explanation why no asset ciass is identified for each asset for which an asset class has not
been identified by the applicant.
¢ The facts to support the asset class for the proposed method.
d The depreciation or amortization method of the propenty, including the applicable Code section (e.9., 200% declining balance
method under seclion 168(b){1)).
e The useful life, recovery period, or amariization period of the property.
f The applicable convention of the property.
g A statement of whether or not the additional first-year special depreciation allowance (for example, as provided by section

168(k), 168(l), 168(m), 168(n), 1400L(b), or 1400N(d)) was or will be claimed for the property. If nat, alsa provide an explanation
as o why no special depreciation allowance was or will be claimed.

Form 3115 (Rev. 12-2009)
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Duke Energy Corporation
EIN: 20-2777218
Attachment to Form 3115, Application for Change in Accounting Method
(Automatic Method Change Number(s) 196, 197 and 206)
Filed under Section 3.20 of the Appendix to Rev. Proc. 2011-14
Tax Year Ended December 31, 2014

Name of Applicants

Duke Energy Corporation, the common parent of an affiliated group of corporations that files a
consolidated tax return, is requesting to make this change in accounting method on behalf of the
following applicants (collectively referred to as the “Taxpayer"):

§481(a)
Applicant EIN PBA Adjustment
Duke Energy Corporation 20-27717218 221100 0
Duke Energy Ohio, Inc. 31-0240030 221100 0
Duke Energy Indiana, Inc. 35-0594457 221100 0
Duke Energy Kentucky, Inc. 31-0473080 221100 0
Duke Energy Florida, Inc. 590247770 221100 0
Duke Energy Progress, Inc. 56-0165465 221100 0
Duke Energy Corporate Services, Inc. 26-3038228 551112 0
Progress Fuels Corporation 59-1663823 423500 _______ O
TOTAL I

Part I, Question 13. Automatic Methed Change Number

The applicable designated automatic accounting method change numbers for the requested automatic
changes include the following:

Automatic Method Change Number 196, Late partial disposition election, Appendix Section 6.33;

Automatic Method Change Number 197, Revocation of a general asset account election,
Appendix Section 6.34;

Automatic Method Change Number 206, Change in recognizing gain or loss for assets included a
general asset account, Appendix Section 6.39(4)(i).

Part I1, Question 43, Ret under Examination

01/01/2012 - 12/31/2012
01/01/2013 - 12/31/2013

Part II, Questions 4f, 5a, and 6, Examining Agent/Tax Years, Appeals Officer/Tax Years, an
Parent Corporation’s Information

Name: Duke Energy Corporation

EIN: 20-2777218

Address: 550 South Tryon Street, DEC41A
Charlotte, NC 28202

Examining Agent's Name: Monica Lutz

Examining Agent’s Phone Number: 704-382-0958
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Duke Energy Corporation
EIN: 20-2777218
Attachment to Form 3115, Application for Change in Accounting Method
(Automatic Method Change Number(s) 196, 197 and 206)
Filed under Section 3.20 of the Appendix to Rev. Proc. 2011-14
Tax Year Ended December 31, 2014

Tax Years under Examination: 2012, 2013

Appeals Officer’s Name: Alan Hendricks

Appeals Officer’s Phone Number: 404-338-8682

Tax Years before Appeals: 2004, 20035, 2006, 2007, 2008, 2009, 2010, 2011

Part I, Question 9b — Changes in Method of Accounting within the Past 5§ Years

1.

Duke Energy Corporation filed a Form 3115 under the automatic consent provisions in Rev. Proc.
2011-14 for the tax year ended December 31, 2013 to (i) make a late general asset account election
under IRC §168(i}(4) and Treas. Reg. §1.168(i)-1T for certain items of property depreciated under
§168 and (ii) make a late election to recognize gain or loss upon certain dispositions of the assets for
which the lale GAA election is made in accordance with Treas. Reg. §1.168(i)-1T(e)(3)(ii). The
following applicants were included on this application:

Taxpaver EIN

Duke Energy Corporation 20-2777218
Duke Energy Ohio, Inc. 31-0240030
Duke Energy Indiana, Inc. 35-0594457
Duke Energy Kentucky, Inc. 31-0473080

Duke Energy Corporation filed a Form 3115 under the automatic consent provisions in Rev. Proc.
2011-14 for the tax year ended December 31, 2013 to change its method of accounting for amounts
paid to acquire or produce non-incidental materials and supplies. The following applicants were
included on this application:

Taxpayer EIN
Duke Energy Corporation 20-2777218

Duke Energy Corporation filed a Form 3115 under the automatic consent provisions in Rev. Proc.
2011-14 for the tax year ended December 31, 2013 to change its method of accounting for valuing
non-incidental materials and supplies inventory to use the same rolling-average method it uses to
value those inventories for financial accounting purposes in accordance with Rev. Proc. 2008-43. The
following applicants were included on this application:

Taxpaver EIN
Duke Energy Progress, Inc. 56-0165465

Duke Energy Corporation filed a Form 3115 under the automatic consent provisions in Rev. Proc.
2011-14 for the tax year ended December 31, 2013 to change its method of accounting for amounts
paid to restore damage to a unit of property for which it properly recorded a basis adjustment as a
result of a casualty ioss under IRC §165, or relating to a casualty event described in [RC §165. The
following applicants were included on this application:

Taxpavyer EIN
Duke Energy Corporation 20-2777218

Duke Energy Ohio, Inc. 31-0240030
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Duke Energy Corporation
EIN: 20-2777218
Attachment to Form 3115, Application for Change in Accounting Method
(Automatic Method Change Number(s) 196, 197 and 206)
Filed under Section 3.20 of the Appendix to Rev. Proc. 2011-14
Tax Yesr Ended December 31, 2014

Duke Energy Indiana, Inc. 35-0594457
Duke Energy Kentucky, Inc. 31-0473080
Duke Energy Florida, Inc. 59-0247770
Duke Energy Progress, Inc. 56-0165465

Progress Energy, Inc. (EIN: 56-2155481) filed a Form 3115 under the automatic consent provisions
in Rev. Proc. 2011-14 for the tax year ended July 2, 2012 to change its method of accounting for
determining whether expenditures incurred to maintain, replace, or improve electrical transmission
and distribution property are deductible repairs under IRC §162 or capitalizable ismprovements under
IRC §263(a). Specifically, this Form 3115 was filed to change to the transmission and distribution
property safe harbor method of accounting provided in Rev. Proc. 2011-43 with respect to electric
transmission and distribution property that is linear property as defined in Section 4.01 of Rev. Proc.
2011-43. The following applicants were included on this application:

Taxpaver EIN
Duke Energy Florida, Inc. 59-0247770

Progress Energy, Inc. (EIN: 56-2155481) filed a Form 3115 under the automatic consent provisions
in Rev. Proc. 20i1-14 for the tax year ended July 2, 2012 to change its method of accounting for
determining whether expenditures incurred to maintain, replace, or improve electrical transmission
and distribution property are deductible repairs under IRC §162 or capitalizable improvements under
IRC §263(a). Specifically, this Form 3115 was filed to change to the transmission and distribution
property safe harbor method of accounting provided in Rev. Proc. 2011-43 with respect to electric
transmission and distribution property that is linear property as defined in Section 4.01 of Rev. Proc.
201143. The following applicants were included on this application:

Taxpayer EIN
Duke Energy Progress, Inc. 56-0165465

Progress Energy, Inc. (EIN: 56-2155481) filed a Form 3115 under the automatic consent provisions
in Rev. Proc. 2011-14 for the tax year ended July 2, 2012 to make a late general asset account
election under IRC §168(i)(4) and Treas. Reg. §1.168(i)-1 and §1.168(i)-1T for all of its MACRS and
ADS property placed in service in all taxable years beginning before January 1, 2012. The following
applicants were included on this application:

Taxpayer EIN
Duke Energy Florida, Inc. 59-0247770

Progress Energy, Inc. (EIN: 56-2155481) filed a Form 3115 under the automatic consent provisions
in Rev. Proc. 2011-14 for the tax year ended July 2, 2012 to make a late general asset account
election under IRC §168(i}(4) and Treas. Reg. §1,168(i)-1 and §1.168(i)-1T for all of its MACRS and
ADS property placed in service in all taxable years beginning before January |, 2012. The following
applicants were included on this application:

Taxpaver EIN
Duke Energy Progress, Inc. 56-0165465
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Duke Energy Corporation
EIN: 20-2777218
Attachment to Form 3115, Application for Change in Accounting Method
(Automatic Method Change Number(s) 196, 197 and 206)
Filed under Section 3.20 of the Appendix to Rev. Proc. 2011-14
Tax Year Ended December 31, 2014

Progress Energy, Inc. (EIN: 56-2155481) filed a Form 3115 under the automatic consent provisions
in Rev. Proc. 2011-14 for the tax year ended July 2, 2012 to make a late general asset account
election under IRC §168(i)(4) and Treas. Reg. §1.168(i)-1 and §1.168(i)-1T for all of its MACRS and
ADS property placed in service in all taxable years beginning before January 1, 2012. The following
applicants were included on this application:

Taxpaver EIN
Progress Fuels Corporation 59-1663823
Progress Energy, Inc. (EIN: 56-2155481) filed a Form 3115 under the automatic consent provisions

in Rev. Proc. 2011-14 for the tax year ended July 2, 2012 to make a late general asset account
election under IRC §168(i)(4) and Treas. Reg. §1.168(1)-1 and §1.168(i)-1T for all of its MACRS and
ADS property placed in service in all taxable years beginning before fanuary 1, 2012. The following
applicants were included on this application:

Taxpaver EIN
Progress Ventures, Inc. 56-2191685

Part 1. Questions 9¢ — Application Withdrawn, Not Perfected, or Denied

L.

Duke Energy Corporation filed a Form 3115 with the IRS National Office under the automatic change
provisions in Rev. Proc. 2008-52 for the tax year ended December 31, 2010 requesting to change its
method of accounting from capitalizing incidenta) repair and maintenance costs associated with its
electric transmission and distribution assets to deducting such costs under IRC §162. This change was
not perfected, as it was not included in the filer's income tax return for the year of change. The
following applicants were included on this application:

Taxpaver EIN

Duke Energy Corporation 20-2777218
Duke Energy Ohio, Inc. 31-0240030
Duke Energy Indiana, Inc. 350594457
Duke Energy Kentucky, Inc. 31-0473080

Duke Energy Corporation filed a Form 3115 with the IRS National Office under the automatic change
provisions in Rev. Proc, 2008-52 for the tax year ended December 31, 2010 requesting to change its
determination of its units of property with respect to retirements associated with its electric
transmission and distribution assets. This change was not perfected, as it was not included in the
filer’s income tax return for the year of change. The following applicants were included on this
application:

Taxpayer EIN

Duke Energy Corporation 20-27717218
Duke Energy Ohio, Inc. 31-0240030
Duke Energy Indiana, Inc. 35-0594457

Duke Energy Kentacky, Inc. 31-0473080
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Duke Energy Corporation
EIN: 20-2777218
Attachment to Form 3115, Application for Change in Accounting Method
(Automatic Method Change Number(s) 196, 197 and 206)
Filed under Section 3.20 of the Appendix to Rev. Proc. 2011-14
Tax Year Ended December 31, 2014

Part I, Questions 10 — Pendin uests

Qoncurrcn; Egguests:

l:

Duke Energy Corporation has filed a concurrent Form 3115 (with the IRS in Ogden, UT) under Rev.
Proc. 2015-13 and Section 3.09 of Rev. Proc. 2015-14 for the tax year ending December 31, 2015 to
change its method of accounting for determining whether expenditures incurred to maintain, replace,
or improve electric transmission and distribution property are deductible repairs under IRC §162 or
capitalizable improvements under IRC §263(a). Specifically, this Form 3115 is being filed to change
to the transmission and distribution property safe harbor method of accounting provided in Rev. Proc,
2011-43 with respect to electric transmission and distribution property that is non-linear property as
defined in Section 4.02 of Rev. Proc. 2011-43. This application includes the following applicants:

Taxpayer EIN
Duke Energy Florida, Inc. 59-0247770
Duke Energy Progress, Inc. 56-0165465

Duke Energy Corporation has filed a concurrent Form 3115 (with the IRS in Ogden, UT) under Rev
Proc. 2015-13 and Section 3.09 of Rev. Proc. 2015-14 for the tax year ending December 31, 2015 to
change its method of accounting for determining whether expenditures incurred to maintain, replace,
or improve electric transmission and distribution property are deductible repairs under [RC §162 or
capitalizable improvements under IRC §263(a). Specifically, this Form 3115 is being filed to change
to the transmission and distribution property safe harbor method of accounting provided in Rev. Proc.
2011-43 respect to all electric transmission and distribution property (i.e., both linear property and
non-linear property) as defined in Section 4.03 of Rev. Proc. 2011-43. This application includes the
following applicants:

Taxpayer EIN

Duke Energy Corporation 20-2777218
Duke Energy Ohio, Inc. 31-0240030
Duke Energy Indiana, Inc. 35-0594457
Duke Energy Kentucky, Inc. 31-0473080

Duke Energy Corporation is filing a concurrent Form 3115 under the transition rules of Rev. Proc.
2015-13, Section 15.02 and is therefore filing the method change under Rev. Proc. 2011-14 for the
tax year ending December 31, 2014 to change its method of accounting to adopt all of the unit of
property and corresponding major component definitions provided by Rev. Proc. 2013-24 for
determining whether expenditures incurred to maintain, replace, or improve electric generating plant
property are deductible repairs under IRC §162 or capitalizable improvements under IRC §263(a).
This application includes the following applicants:

Taxpayer EIN
Duke Energy Corporation 20-2777218
Duke Energy Ohio, Inc. 31-0240030

Duke Energy Indiana, Inc. 35-0594457



Page 6 of 11
Duke Energy Corporation
EIN: 20-2777218
Attachment to Form 3115, Application for Change in Accounting Method
(Automatic Method Change Number(s) 196, 197 and 206)
Filed under Section 3.20 of the Appendix to Rev. Proc. 2011-14
Tax Year Ended December 31, 2014

Duke Energy Kentucky, Inc. 31-0473080
Duke Energy Florida, Inc. 59-0247770
Duke Energy Progress, Inc. 56-0165465

Pending Private Letter Ruling Requests:

1. Duke Energy Indiana, Inc. (EIN: 35-0594457) has a pending private letter ruling request pertaining to
the application of IRC §118 and Notice 2001-82 with respect to certain payments received in
reimbursement for construction costs incurred in connection with certain transmission system
upgrades.

Part II, Question 12a, Item Being Changed

The Taxpayer is making automatic method change number 197, requesting permission to revoke late
general asset account elections previously made under automatic method change number 180, for assets
placed in service in tax years beginning before January 1, 2012. The Taxpayer is also revoking annual
general asset account elections made in its returns under Treas. Reg. §1.168(i)-1T(1) for property placed
in service on or after January 1, 2012, and beginning before January 1, 2014. The Taxpayer is also
making automatic method changes related to the disposition rules. The Taxpayer is electing partial
disposition of certain assets under automatic method change number 196 and a change from recognizing
gain or loss for asset disposals under automatic method change number 206. The collective purpose of
these elections is to comply with the final rules issued in Treasury Decision 9689 (disposition rules and
general asset account rules) and align the Taxpayers methods of accounting with its tax retums as filed.

Part II ion 12h, Present Method of Accounti

Under its present method of accounting, applicants Duke Energy Florida, Inc., Duke Energy Progress,
Inc., and Progress Fuels Corporation made late general asset account elections for all modified
accelerated cost recovery system (“MACRS’) and alternative depreciation system (“ADS") property
placed in service in taxable years beginning before January 1, 2012. In addition, Duke Energy Florida,
Inc., Duke Energy Progress, Inc., and Progress Fuels Corporation made the general asset account election
under Treas. Reg. §1.168(i)-1T(1) for all property placed in service for tax years beginning on January |,
2012 and ending on December 31, 2012, Applicants Duke Energy Florida, Inc. and Duke Energy
Progress, Inc. made the general asset account election under Treas. Reg. §1.168(i)-1T(1) for all electric
transmission and distribution property placed in service for tax year ending beginning on January 1, 2013
and ending on December 31, 2013. Therefore, applicants Duke Energy Florida, Inc., Duke Energy
Progress, Inc., and Progress Fuels Corporation depreciate all MACRS and ADS assets placed in service
prior to January 1, 2013 in general asset accounts. Duke Energy Florida, Inc. and Duke Energy Progress,
Inc. depreciate all MACRS electric transmission and distribution property placed in service between
January 1, 2013 and December 31, 2013 in general asset accounts.

Applicant Duke Energy Corporate Services, Inc. acquired the assets of Progress Ventures, Inc. (EIN 56-
2191685) effective January 1, 2014 through a non-taxable merger qualifying as a reorganization within
the meaning of [RC §368(a)(1)(A). The assets of Progress Ventures, Inc. transferred to Duke Energy
Corporate Services, Inc. with an in service date beginning before January 1, 2012 were assets for which a
late general asset account election was made, and assets transferred with a placed in service between
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Duke Energy Corporation
EIN: 20-2777218
Attachment to Form 3115, Application for Change in Accounting Method
(Automatic Method Change Number(s) 196, 197 and 206)
Filed under Section 3.20 of the Appendix to Rev. Proc. 2011-14
Tax Year Ended December 31, 2014

January I, 2012 and December 31, 2012 were assets for which the general asset account election was
made under Treas. Reg. §1.168(i)-1T(1).

Applicants Duke Energy Corporation, Duke Energy Indiana, Inc., Duke Energy Kentucky, Inc., and Duke
Energy Ohio, Inc. made late general asset account elections for MACRS electric transmission and
distribution property placed in service in taxable years beginning before January 1, 2012. Applicants
Duke Energy Corporation, Duke Energy Indiana, Inc., Duke Energy Kentucky, Inc., and Duke Energy
Ohio, Inc. made the election under Treas. Reg. §1.168(i)-1T(i) for all electric transmission and
distribution property placed in service in tax year beginning Januvary 1, 2013 and ending December 31,
2013. Therefore, applicants Duke Energy Corporation, Duke Energy Indiana, Inc., Duke Energy
Kentucky, Inc., and Duke Energy Ohio, Inc. depreciate all electric transmission and distribution property
excluding electric transmission and distribution property placed in service on January 1, 2012 and ending
on December 31, 2012 in general asset accounts.

Applicants recognized gain or loss under Treas. Reg. §1.168(i)-8T upon the disposition of section 1245
property, depreciable land improvement, or improvement or addition thereto included in its general asset
accounts. The Applicants made the qualifying disposition election under Treas. Reg. §1.168(i)-T(e}3)(iii)
for assets disposed of during the years in which the general asset account election is in place.

Part I, Question 12¢, Propos of Accounti

Under the Taxpayer’s proposed method of accounting (automatic method change number 197), the
Taxpayer will include the asset(s) that were in the general asset account(s) at the end of December 31,
2013, the taxable year immediately preceding the year of change, in MACRS and ADS assets accounts as
applicable, in accordance with Treas. Reg. §1.168(i)-7.

Under the Taxpayer’s proposed method of accounting (automatic method change number 196), the
Taxpayer makes a late partial disposition election under Treas. Reg. §1.168(i)-8(d)(2)(i), for certain
dispositions of a portion of an asset as determined under Treas. Reg. §1.168(i)-8(c)(4). In addition, the
Taxpayer is making the late partial disposition election for taxable years 2012 and 2013 under Treas. Reg.
§1.168(i)-(8)(d)(2)X(iv)(B), for certain dispositions of a portion of an asset as determined under Treas. Reg.
§1.168(i)-8(c)(4). The Taxpayer's late partial disposition elections do not apply to and are not being made
for the partial disposition of an asset for which the Taxpayer has taken a tax repair under IRC §162 and
Treas. Reg. §1.1624. In the case of transmission and distribution linear property, the partial disposition
election is being made for the portion of the asset disposed of that is more than 10 percent of the linear
unit of property as defined in Rev. Proc. 2011-43. In the case of transmission and distribution non-linear
property, the partial disposition election is being made for the portion of the asset disposed of for which
the taxpayer has not taken a tax repair under IRC §162 and Treas. Reg. §1.162-4. In the case of
generation repairs, the partial disposition is the portion of the asset disposed of that is more than 75
percent of the major component or unit of property that has no major component as defined in Rev. Proc.
2013-24.

Under the Taxpayer’'s proposed method of accounting (automatic method change number 206), the
Taxpayer is making a change to recognize gain or loss upon the disposition of IRC §1245 property,
depreciable land improvement, or improvement or addition thereto included in a general asset account to
recognizing gain or loss upon the disposition of the same asset under Treas. Reg. §1.168(i)-8 for which
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the Taxpayer is revoking its general asset account elections. The Taxpayer made a qualifying disposition
election under Treas. Reg. §1.168(i)-1T(e)(3)(iii) in a taxable year prior to the year of change, the
Taxpayer's present method of accounting for such assets is in accordance with Treas. Reg. §1.168(i)-
8(c)(4)(i) or (ii), and the Taxpayer recognized gain or loss under Treas. Reg. §1.168(i)-8T on the
disposition of such asset in a taxable year prior to the year of change.

The Taxpayer agrees to consent to the following additional terms and conditions for any asset that is
public utility property within the meaning of IRC §168(i)(10):

A normalization method of accounting (within the meaning of IRC §168(i}9) will be used for the
public utility property subject to the application;

Within 30 days of filing the federal income tax return for the year of change, the Taxpayer will
provide a copy of the completed application to any regulatory body having jurisdiction over the
public utility property subject to the application; and

And as of the beginning of the year of change, the Taxpayer will adjust its deferred tax reserve
account in the Taxpayer's regulatory books of account by the amount of deferral of federal
income tax liability associate with the IRC §481(a) adjustment applicable to public utility
property subject to this application.

Part II, Question 12d, Present Overall Method

The Taxpayer's overall method of accounting is the accrual method.
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Part I, Question 13. iption of Trade or Busin
Consolidated Separate Method of Accounting for
Group and Distinct Overall the Item that is the
Member EIN Businesses PBA  Method Subject of this Form 3115 Applicant
Electric
Duke Ener Power 221100 | Accrual | See Part I1, Question 12 Yes
; EY | 59.0247770 | Generation
Florida, Inc. Electsic
Power T&D 221100 | Accrual | See Part II, Question 12 Yes
Electric
Duke Ene Power 221100 | Accrual | See Part I1, Question 12 Yes
T8Y | 56-0165465 | Generation
Progress, Inc. Electric
Power T&D 221100 | Accrual | See Part II, Question 12 Yes
Electric
Duke E Power 221100 | Accrual | Not applicable No
uke ENCTEY [ 90.2777218 | Generation
Corporation Electric .
Power T&D 221100 | Accrual | See Part II, Question 12 Yes
Electric
Power 221100 | Accrual | Not applicable No
Generation
Duke Energy .
: 31-0240030 | Electric .
Ohio, Inc. Power T&D 221100 | Accrual | See Part II, Question 12 Yes
Natural Gas .
Distribution 221210 | Accrual | Not applicable No
Electric
Duke E Power 221100 | Accrual | Not applicable No
uke CNETEY | 35.0594457 | Generation
Indiana, Inc. Electric
Power T&D 221100 | Accrual | See Part [I, Question 12 Yes
Electric
Power 221100 | Accrual | Not applicable No
Duike Energy Generation
Kentucky, Inc. 31-0473080 Eie\::rl?l‘ &D 221100 | Accrual | See Part If, Question 12 Yes
Natural Gas .
Distribution 221210 | Accrual | Not applicable No
Duke Energy Other
Corporate 26-3038228 | Holding 551112 | Accrual | See Part Il, Question 12 Yes
Services, Inc. Company
Progress Fuels | 59 1663823 | Met@! & | 423500 | Accrual | See PartII, Question 12 | Yes
Corporation Mineral
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Part I1, Question 14, Books and Records and Financial Statements

The proposed method of accounting will not be used for the Taxpayer's books and records and for
financial statement purposes because the proposed method of accounting does not conform to generally
accepted accounting principles,

Part I1, Question 16. Conference of Right

The Taxpayer requests a conference of right at the IRS National Office if the IRS proposes to rule
adversely on this accounting method change. For these purposes, adversely is defined lo include granting
the method change on terms and conditions other than those requested by the Taxpayer.

Part IV ion 25, Section 4 Adjustment
The Taxpayer’s IRC §481(a) adjustment is zero.
Schedule E, Questions 4 & 7

The Taxpayer will include the asset(s) that were in the general asset account(s) at the end of December
31, 2013, the taxable year immediately preceding the year of change, in MACRS and ADS assets
accounts as applicable, in accordance with Treas. Reg. §1.168(i)-7. The Taxpayer apply the applicable
IRC §168 depreciation methods, conventions, useful lives and recovery periods to the property for which
this method change is being filed. The additional-first year depreciation allowance was claimed for the
Taxpayer's property meeting the criteria of IRC §168(k)(2).

Applicants Duke Energy Florida, Inc. and Duke Energy Progress. Inc. will apply the proposed method to
all MACRS and ADS property placed in service in taxable years beginning before January 1, 2013 with a
class life of 00.11 Office Furniture, Fixtures and Equipment, 00.12 Information Systems, 00.21 Airplanes,
00.22 Automobiles, 00.241 Light General Purpose Trucks, 00.242 Heavy General Purpose Trucks, 00.3
Land Improvements, 49.11 Electric Utility Hydraulic Production Plant, 49.12 Electric Utility Nuclear
Production Plant, 49.121 Electric Utility Nuclear Fuel Assemblies, 49.13 Electric Utility Steam
Production Plant, 49.14 Electric Utility Transmission and Distribution Plant, 49.15 Electric Utility
Combustion Turbine Production Plant. and certain property for which no class life is assigned including
personal property, IRC §1245 real property and transmission property defined in IRC §1245(a)(3). For
MACRS property placed in service in 2013, Duke Energy Florida. Inc. and Duke Energy Progress, Inc.
will apply the proposed method to property assigned a class life of 49.14 Electric Utility Transmission
and Distribution Plant and transmission property with no class life defined in IRC §1245(a)(3).

Applicant Progress Fuels Corporation will apply the new method to all MACRS propenty placed in
service in taxable years beginning before January 1, 2012 with a class life of 00.11 Office Fumiture,
Fixtures and Equipment, 00.12 Information Systems, 00.21 Airplanes, 00.22 Automobiles, and real
property with no assigned class life.

Applicant Duke Energy Corporate Services, Inc. will apply the proposed method to all MACRS property
acquired from Progress Ventures, Inc., placed in service in taxable years beginning before January 1,
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2013 with a class life of 00.11 Office Furniture, Fixtures and Equipment, 00.12 Information Systems,
00.21 Airplanes, 00.22 Automobiles, and real property with no assigned class life.

Applicants Duke Energy Corporation, Duke Energy Indiana, Inc., Duke Energy Kentucky, Inc., and Duke
Energy Ohio, Inc. will apply the proposed method to MACRS property placed in service in a taxable year
beginning before January 1, 2012 and in 2013 with a assigned a class life of 49.14 Electric Utility
Transmission and Distribution Plant and transmission property defined in IRC §1245(a)(3) with no
assigned class life.

Procedural Matters

Procedural Statement under Section 9.04(3) of Rev. Proc. 2015-1

The Taxpayer requests that a copy of any document (e.g., a request for additional information or the letter
ruling) related to this request for change in method of accounting be provided to the Taxpayer via fax at
the number provided below.

Taxpayer's Fax Number: (704) 382-8261, Attn: Marcus Shore

Procedural Statement under Section 15.02(1) of Rev. Proc. 2015-13

The Taxpayer is filing this Form 3115 under the transition rule in Section 15.02(1) of Rev. Proc. 2015-13
and is filing this method change under Rev. Proc. 2011-14.





