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Duke Energy Florida, LLC.
Update to credit analysis

Summary
Duke Energy Florida's credit profile reflects a supportive regulatory environment for investor
owned utilities in Florida including a history of comprehensive rate settlements approved
by the Florida Public Service Commission (FPSC). Our view also recognizes historical
credit metrics that have been negatively impacted by the financial effects of Hurricanes
Irma, Michael and Dorian, and additional leverage due to the 2016 issuance of over $1
billion of securitization debt. Going forward, the implementation of an augmented capital
program to strengthen the system in light of frequent storm activity and to execute a clean
energy transition plan will maintain pressure on credit metrics. However, given the utility’s
supportive multiyear rate plan, its ability to petition for storm cost recovery outside of a rate
case, and Florida legislation that provides timely recovery for storm hardening investments,
we expect the ratio of cash flow from operations excluding changes in working capital (CFO
pre-WC) to debt will remain close to 20% in the absence of unusually severe storms.

Exhibit 1
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Note: Excluding the financial impact of securitization, the 2021 and LTM Mar-22 CFO pre-WC to debt ratios would be
approximately 200 basis points higher.
Source: Moody's Financial Metrics

Credit strengths

» Credit supportive Florida regulatory framework

» Regulatory settlements include multiyear rate increases

» Strong financial metrics that are supportive of current credit quality

Credit challenges

» Storm prone service territory

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1327576
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» Significant capital program

Rating outlook
The stable outlook reflects Duke Energy Florida's credit supportive regulatory framework, including multiyear rate settlements, the
prescriptive nature of base rate adjustments for new solar investments, the ability to petition for storm cost recovery outside of a base
rate case, and the ability to recover storm hardening investments via a rider mechanism. The outlook also considers financial metrics
that we expect will be maintained near current levels, including a ratio of CFO pre-WC to debt around 20%, or in the 20%-22% range
when securitization debt is excluded.

Factors that could lead to an upgrade

» Improved cash flow coverage metrics, for example CFO pre-WC to debt, excluding securitization debt, above 22% on a sustained
basis

Factors that could lead to a downgrade

» A decline in the supportiveness of the regulatory framework in Florida

» If CFO pre-WC to debt, excluding securitization debt, falls below 19% a sustained basis

Key indicators

Exhibit 2

Duke Energy Florida, LLC. [1]
Dec-18 Dec-19 Dec-20 Dec-21 LTM Mar-22

CFO Pre-W/C + Interest / Interest 4.1x 5.2x 6.0x 6.6x 6.7x

CFO Pre-W/C / Debt 12.7% 16.9% 19.9% 20.6% 20.8%

11.7% 16.9% 19.9% 20.6% 20.8%

Debt / Capitalization 49.8% 49.0% 46.7% 45.6% 45.7%

[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
Duke Energy Florida, LLC. is a vertically integrated public utility providing electricity to approximately 1.9 million customers in the north
central part of Florida with an earnings base of about $16.5 billion. Duke Energy Florida is a subsidiary of intermediate holding company
Progress Energy, Inc. (Progress, Baa1 stable) and ultimate parent company Duke Energy Corporation (Duke Energy, Baa2 stable).

Detailed credit considerations
Credit supportive Florida regulatory framework
The regulatory environment for investor-owned utilities in Florida remains credit supportive. In its last several proceedings, Duke
Energy Florida has been able to achieve multiyear rate settlements which ultimately resolved issues relating to retiring a nuclear plant,
provided for increased system investment, and addressed the impacts of federal tax reform and increased storm restoration costs. The
utility also benefits from ongoing credit supportive cost recovery mechanisms, such as fuel and capacity clauses that are adjusted at
least annually based on expected fuel and power prices, and for prior period differences between projected and actual costs; and an
environmental cost recovery clause that is adjusted annually for capital spending and operating expenses related to emission controls.

The Florida Public Service Commission (FPSC) has also authorized mechanisms for the recovery of Duke Energy Florida’s investment
in various generating assets. Currently, the company benefits from a solar base rate adjustment (SOBRA) mechanism for up to 750
MW of new solar generation acquired or constructed between 2018 and 2022. As part of its January 2021 rate settlement, Duke
Florida received approval for a new solar program, the Clean Energy Connection, to invest approximately $1 billion in 750 MW of

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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new cost-effective solar power from 2022 through 2024. The rate case settlement includes costs associated with placing the 750
MW of new solar into rate base with revenue requirements which are partially offset by the program subscription fees. The approval
remains in effect pending the outcome of an appeal to the Supreme Court filed in February 2021. We view the certainty provided by
these mechanisms as supportive of credit quality; however, recovery and return does not begin until the plant is in service, resulting in
moderate regulatory lag.

In January 2021, Duke Energy Florida filed its most recent, multiyear rate settlement agreement with the FPSC. The terms include
incremental base rate increases of $67 million in 2022, $49 million in 2023 and $79 million in 2024, subject to adjustment in the event
of tax reform during the 2021-2023 period. Parties to the settlement agreed to an ROE band of 8.85%-10.85% and a 53% equity layer.
The ROE can also be increased by 25 basis points if the average 30-year US Treasury rate increases 50 basis points or more over a six-
month period; in this case, the mid-point of the ROE range would rise to 10.10%. The settlement also allows Duke Energy Florida to
accelerate the retirement dates of its coal-fired Crystal River units 4 and 5 to 2034 from 2042 and resolved all matters relating to the
most recent severe storm recovery. The FPSC approved the settlement in May 2021 and issued a final order in June 2021. We view the
ability to reach multiyear settlements, with forward looking provisions relating to future interest and tax rates, as supportive of credit
quality.

Storm prone service territory but with good history of cost recovery
Duke Energy Florida's service territory is prone to hurricanes. While severe storm activity was limited over the last two years, significant
storm activity in the prior three years, particularly in 2018, depressed the company's credit metrics. The company has historically
been able to recover storm costs via credit supportive means. This is a key credit consideration as the state is prone to hurricanes, the
frequency and intensity of which appear to be increasing.

The company was authorized to utilize tax reform savings to offset costs associated with 2017 and 2018 storms and has historically
been able to recover storm costs over relatively short time periods, a credit positive. The company recovered by year-end 2021 over
$500 million of costs associated with 2017 and 2018 Hurricanes Irma and Michael and replenished its storm reserve. The company was
also able to recover about $145 million of costs associated with 2019 Hurricane Dorian by the end of 2020.

To help protect against recurring severe weather, in 2019, Florida lawmakers enacted legislation that requires investor-owned utilities
to harden their transmission and distribution infrastructure and also provides for cost recovery outside of a general rate case, a credit
positive. In April 2020, the Florida utilities, including Duke Energy Florida, submitted their infrastructure improvement plans. Duke
Energy Florida intends to invest approximately $6 billion over 10 years to harden its system and increase reliability including an
initiative to upgrade overhead distribution systems. In August 2020, the FPSC determined the utility plans were in the public interest
and approved a rider mechanism to recover the related costs. The requests for specific cost recovery are reviewed separately. The utility
filed an updated plan in April 2022 to invest $7 billion over the ten years beginning in 2023.

Elevated capital plans and the potential for storms constrain credit profile
Duke Energy Florida’s capital plans have been increasing steadily in recent years as the utility invests to harden its system and to
implement its clean energy plans. The company’s 2022-2026 capital forecast totaling $11.8 billion is approximately $3 billion higher
than it spent over 2017-2021. Although much of this spending will be recovered through the utility's multiyear rate plan and existing
rider mechanisms, there is still some lag as recovery generally does not begin until projects are placed in service and incremental debt
to fund negative free cash flow will pressure credit metrics in the meantime.
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Exhibit 3

Duke Energy Florida Capital Forecast [1]
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Hurricanes have negatively affected Duke Energy Florida's historical credit metrics. For example, in 2017, the utility’s ratio of CFO
pre-WC to debt was below 17%, in 2018 it was about 13%, and in 2019, about 17%. Absent the impact of severe storm activity, we
estimate the metrics in all years would have been closer to 20%. Severe storms appear to be occurring on a more regular basis, and
on average we estimate the impact on annual CFO pre-WC to debt metrics can be upward of 100 basis points. The risk of storms is
somewhat mitigated by the credit supportive regulatory treatment discussed above. Nevertheless, the company's credit profile could
be persistently weaker than expected if severe storms recur on a regular basis.

The 2016 issuance of about $1.3 billion of securitization financing related to the recovery of costs associated with the closed Crystal
River 3 nuclear facility continues to negatively impact cash flow credit metrics. Our GAAP based calculation of Duke Energy Florida's
financial metrics includes securitization debt. However, our assessment of the company's credit quality considers metrics that exclude
securitization debt. This is because the securitization bonds are legally a customer obligation, with the utility serving as a conduit for
its repayment via a charge on customer bills. Although the relatively low financing costs of securitized debt help mitigate social issues
involving customer affordability, we note that significant amounts of securitization could impact the utilities' ability to recover other
investments.

In 2021 and for the twelve months ending 31 March 2022 (LTM), Duke Energy Florida's ratios of CFO pre-WC to debt were 20.6% and
20.8% respectively. Excluding the impact of securitization, the CFO pre-WC to debt ratios would be about 200 basis points higher.
Going forward, assuming normal storm activity, we expect Duke Energy Florida's ratio of CFO pre-WC to debt, excluding securitization
debt, to be in the 20%-22% range.

ESG Considerations
Environmental considerations incorporated into our credit analysis for Duke Energy Florida are primarily related to carbon regulations
and physical climate risk.

As an integrated electric utility, Duke Energy Florida’s generation ownership places it at a higher risk profile than transmission and
distribution companies. In 2021, approximately 11% of Duke Energy Florida’s energy was supplied from its coal-fired generating assets,
77% was from gas-fired facilities, 2% from solar generation assets and 10% came from purchased power including both fossil fuel
and renewable sources. In addition to the company’s ongoing work to bring 750 MW of solar generation on-line from 2018-2022,
in January 2021, the FPSC approved Duke Energy Florida’s Clean Energy Connection program that will add another 750 MW of solar
generation through 2024. These projects will increase the share of generation provided by carbon free resources.

Social risks are primarily related to health and safety as well as demographic and societal trends, including the risk that public concern
about environmental, social or affordability issues could lead to adverse regulatory or political outcomes.
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Corporate governance is driven by that of parent Duke, which is broadly in line with other utilities and poses no particular risk.
Prudent financial policies and risk management that ensure a strong financial position at Duke Energy Florida are key to managing the
company's environmental and social risks

Liquidity analysis
Duke Energy Florida maintains a constrained but acceptable liquidity profile. During the last twelve months ending March 2022, the
utility generated approximately $1.3 billion of cash from operations (CFO), invested approximately $2 billion in capital expenditures
and made no distributions to parent Duke Energy, resulting in negative free cash flow of approximately $743 million. We expect Duke
Energy Florida to remain cash flow negative over the next few years as capital expenditures for new generation and transmission and
distribution remain elevated.

As of 31 March 2022, the utility has $900 million of borrowing capacity under Duke Energy's $9.0 billion multiyear (recently extended
to 2027) master bank credit facility. At 31 March 2022, the utility had $236 million of commercial paper outstanding and $7 million
of outstanding letter of credit. The credit facility does not contain a material adverse change clause for new borrowings and has a
single financial covenant requiring that Duke and its utility subsidiaries each maintain a consolidated debt to capitalization ratio
of no more than 65%, except for Piedmont. The debt to capital ratio for Piedmont is not to exceed 70%. As of 31 March 2022, we
estimate Duke Energy Florida’s ratio to be about 52%. Duke Energy Florida's next long-term debt maturity is $250 million of accounts
receivable securitization debt due in April of 2023. The securitization bonds issued by Duke Energy Florida Project Finance, LLC
amortize semiannually, with approximately $55 million coming due over the next twelve months.

Rating methodology and scorecard factors

Exhibit 4

Methodology Scorecard Factors
Duke Energy Florida, LLC.

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 Aa Aa Aa Aa

b) Sufficiency of Rates and Returns A A A A

Factor 3 : Diversification (10%)

a) Market Position Baa Baa Baa Baa

b) Generation and Fuel Diversity Baa Baa Baa Baa

Factor 4 : Financial Strength (40%)

a) CFO pre-WC + Interest / Interest  (3 Year Avg) 6.1x Aa 6.5x - 7.0x Aa

b) CFO pre-WC / Debt  (3 Year Avg) 19.6% Baa 20% - 22% Baa

c) CFO pre-WC – Dividends / Debt  (3 Year Avg) 19.6% A 18% - 20% A

d) Debt / Capitalization  (3 Year Avg) 46.8% Baa 42% - 45% 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 3/31/2022

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 3/31/2022
[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.
[4] Duke Energy Florida’s metrics for financial strength are analyzed using the Standard Grid.
Source: Moody's Financial Metrics
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Appendix

Exhibit 5

Cash Flow and Credit Metrics [1]
CF Metrics Dec-18 Dec-19 Dec-20 Dec-21 LTM Mar-22

As Adjusted

     FFO 1,494 1,754 1,798 1,991 2,048

+/- Other -489 -308 -97 -138 -132

     CFO Pre-WC 1,005 1,446 1,701 1,853 1,916

136 145 37 -390 -557

     CFO 1,141 1,591 1,738 1,463 1,359

-    Div 75 0 0 0 0

     FCF -599 -346 -264 -540 -762

(CFO  Pre-W/C) / Debt 12.7% 16.9% 19.9% 20.6% 20.8%

(CFO  Pre-W/C - Dividends) / Debt 11.7% 16.9% 19.9% 20.6% 20.8%

FFO / Debt 18.9% 20.5% 21.0% 22.2% 22.2%

RCF / Debt 17.9% 20.5% 21.0% 22.2% 22.2%

Revenue 5,021 5,231 5,188 5,259 5,513

Interest Expense 329 347 341 332 335

Net Income 474 650 745 703 757

Total Assets 19,075 20,454 20,957 22,733 23,057

Total Liabilities 13,073 13,739 13,399 14,438 14,592

Total Equity 6,002 6,715 7,558 8,295 8,465

[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

Peer Comparison Table [1]

FYE FYE LTM FYE FYE LTM FYE FYE FYE FYE FYE LTM

(In US millions) Dec-20 Dec-21  Mar-22 Dec-20 Dec-21  Mar-22 Dec-19 Dec-20 Dec-21 Dec-18 Dec-19 Sept-20

Revenue 5,188             5,259             5,513             13,060          14,102           14,844          2,404            2,272             2,695            1,465             1,487             1,418             

CFO Pre-W/C 1,701             1,853             1,916             6,253            5,986            6,360            726                804               840               477                553                651                

Total Debt 8,543            8,982            9,220            18,987           20,092          22,773           3,328            3,690            4,171              1,669             2,297             1,936             

CFO Pre-W/C / Debt 19.9% 20.6% 20.8% 32.9% 29.8% 27.9% 21.8% 21.8% 20.1% 28.6% 24.1% 33.6%

19.9% 20.6% 20.8% 21.3% 27.1% 16.8% 10.6% 10.7% 9.3% 19.4% 5.8% 30.0%

Debt / Capitalization 46.7% 45.6% 45.7% 34.7% 33.0% 36.4% 43.0% 42.5% 42.6% 39.8% 49.7% 36.0%

Duke Energy Florida, LLC. Florida Power & Light Company Tampa Electric Company Gulf Power Company

A3 (Stable) A1 (Stable) A3 (Positive) A1 (No Outlook)

[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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Ratings

Exhibit 7

Category Moody's Rating
DUKE ENERGY FLORIDA, LLC.

Outlook Stable
Issuer Rating A3
First Mortgage Bonds A1
Senior Secured Shelf (P)A1
Senior Unsecured A3

ULT 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

PARENT: PROGRESS ENERGY, INC.

Outlook Stable
Senior Unsecured Baa1

Source: Moody's Investors Service
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