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Ratings Score Snapshot

Credit Highlights

Overview
Key strengths Key risks 

Lower-risk regulated utility business model with mostly effective regulatory 
risk management.

The company's service territory is exposed to hurricanes and severe storms 
risk.

Regulatory diversity across many regions, and a large customer base 
supports cash flow stability.

Implementation of Duke Energy's clean energy transformation strategy will 
result in elevated capital spending for the next several years.

As Duke Energy executes its clean energy transformation strategy, we think 
such a move could reduce the company's exposure to environmental risk 
over the long term.

Negative discretionary cash flow over the next several years indicates 
external funding needs.

Senior management remains focused on cost mitigation, which supports 
credit quality.

The recent passage of North Carolina House Bill 951 (HB 951) includes several aspects that are potentially favorable for Duke Energy 
Corp’s (Duke Energy) credit quality. In October 2021, HB 951 was enacted to establish a framework overseen by the North Carolina 
Utilities Commission (NCUC) to advance the state's carbon dioxide emission reductions. It also authorizes the use of performance-
based regulation in North Carolina. Key aspects of the legislation include regulatory reform and a carbon-reduction plan. Regulatory 
reform includes multiyear rate plans with a maximum three-year term, with subsequent increases for projected capital spending 
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capped at 4% of year-one baseline revenues. Reform also includes decoupling for revenues generated from residential customers 
and performance-based regulation. The legislation also gives discretion to the NCUC to develop an initial carbon plan by December 
2022 to reduce carbon emissions 70% by 2030 and reach net-zero carbon emissions by 2050. Additionally, regarding early retirement 
of coal-fired electric generation plants, the law provides for securitization of 50% of the remaining allocated net book value 
associated with subcritical North Carolina coal-fired plants. As of February 2022, the NCUC has adopted rules to implement 
performance-based regulation. Overall, we view the new framework as potentially favorable for Duke Energy’s credit quality and 
continue to monitor its implementation. North Carolina accounts for about 46% of Duke Energy’s retail rate base.

The company recently filed its proposed Carolinas Carbon Plan related to HB 951’s 70% carbon emissions reduction goal.  The plan 
includes portfolio options reflecting various generation and storage combinations including solar, battery, onshore and offshore 
wind, and small modular nuclear. The NCUC  is expected to make its final ruling by Dec. 31, 2022.

We expect the company to remain focused on its Integrated Resources Planning (IRP) activities across several states. This largely 
reflects the company's clean energy transformation strategy, including its goal for "net-zero" carbon emissions by 2050. As such, we 
view the company's ability to successfully navigate this IRP process in several states as a key component to achieving its clean 
energy objectives. This includes states such as North Carolina, South Carolina, and Indiana, where the company has coal-fired 
generation.

We expect the company will continue to grow its renewable energy generation investments. We think it will likely achieve this largely 
through a combination of investments in its regulated and unregulated business (commercial renewable portfolio). Our base case 
assumes Duke Energy's commercial renewable portfolio business remains below 5% of consolidated EBITDA. On the regulated side, 
the company's renewable activities primarily reflect its investments in Florida, and to a lesser extent, North Carolina.

The previously announced minority equity interest sale of Duke Energy Indiana (DEI) partially addresses the funding for the 
company's consolidated capital spending plans, which remains elevated. In February 2021, Duke Energy announced a definitive 
agreement to sell a 19.9% (in two tranches) equity interest in subsidiary DEI to an affiliate of GIC Private Ltd., Singapore's sovereign 
wealth fund, for about $2 billion. We expect the remaining tranche of about 8.85% interest in DEI to close by January of 2023.  Overall, 
we expect higher total capital spending of approximately $63 billion over the next five years will still lead to negative discretionary 
cash flow, resulting in no material deviation in our base case expectations of the company's financial performance, including 
consolidated funds from operations (FFO) to debt of about 13.5%.

Outlook

The stable outlook on Duke Energy and its subsidiaries reflects our expectation that the company will effectively manage its 
regulatory risk despite its ongoing energy transition and high capital spending, which could heighten regulatory risk and weaken its 
financial measures. The stable outlook also reflects our expectation that Duke Energy will maintain a consistent consolidated FFO-
to-debt ratio of about 14%.

Downside scenario

We could lower our ratings on Duke Energy and its subsidiaries over the next 12-24 months if Duke Energy's consolidated financial 
measures weaken, including FFO to debt of consistently below 12%. This could occur if the company experiences regulatory setbacks 
in its key regulatory jurisdictions or if the company increases its leverage because of its high capital spending plans. Alternatively, we 
could also lower our ratings if its business risk increases because its regulatory risk management weakens or it shifts its strategic 
focus away from its predominantly lower-risk regulated utility operations.

Upside scenario

We could raise our ratings on Duke Energy and its subsidiaries over the next 12-24 months if it maintains FFO to debt consistently 
higher than 16%. This could occur if Duke Energy permanently reduces its leverage profile while demonstrating it can effectively 
manage its regulatory risk on a consistent basis and execute its current and longer-range growth plans in a manner that preserves its 
credit quality.
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Our Base-Case Scenario

Assumptions

• Five-year capital spending plan of about $63 billion;
• Constructive carbon plan ruling by the NCUC by the end of 2022;
• Manageable IRP processes across several states; 
• Electric sales volumes back to pre-covid levels by the end of 2022;
• Multiyear rate plan in Florida through 2024;
• Second tranche of previously announced 20% equity sale in DEI closes by January 2023;
• Periodic rate case filings for its regulated gas distribution companies;
• Effective operating and management (O&M) expense management; and
• Favorable tax positions

Key metrics

Duke Energy Corp.--Key Metrics*

Mil. $ 2020a 2021a 2022e 2023f 2024f

FFO to debt (%)  15.2 14.1 13.0 – 14.0 13.0 – 14.0 13.0 – 14.0

Debt to EBITDA (x) 5.6 5.7 5.8 – 6.0 5.8 – 6.0 5.8 – 6.0

FFO interest coverage (x) 5.4 5.2 4.8 – 5.0 4.8 – 5.0 4.8 – 5.0

*All figures adjusted by S&P Global Ratings. a--Actual. e--Estimate. f--Forecast. 
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Company Description

Duke Energy Corp. operates primarily through three segments: Electric Utilities and Infrastructure; Gas Utilities and Infrastructure; 
and Commercial Renewables. The Electric Utilities segment serves close to 8.2 million retail electric customers in six states in the 
Southeast and Midwest regions of the U.S., and owns approximately 50,300 megawatts (MW) of generation capacity. The Gas Utilities 
and Infrastructure segment primarily distributes natural gas to residential, commercial, industrial, and power generation natural gas 
customers. It has approximately 1.6 million customers across North Carolina, South Carolina, Tennessee, Ohio, and Kentucky. The 
Commercial Renewables segment acquires, owns, develops, builds, and operates wind and solar renewable generation projects, 
including nonregulated renewable energy and energy storage services to utilities, electric cooperatives, municipalities, and 
commercial and industrial customers.

2021a 2022e 2023f 2024f 2025f 2026f
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Peer Comparison

 

Duke Energy Corp.--Peer Comparisons    
 Duke Energy Corp. Southern Co. Entergy Corp.

Dominion Energy 
Inc.

American Electric 
Power Co. Inc.

Foreign currency issuer credit rating BBB+/Stable/A-2 BBB+/Stable/A-2 BBB+/Stable/A-2 BBB+/Positive/A-2 A-/Stable/A-2

Local currency issuer credit rating BBB+/Stable/A-2 BBB+/Stable/A-2 BBB+/Stable/A-2 BBB+/Positive/A-2 A-/Stable/A-2

Period Annual Annual Annual Annual Annual

Period ending 2021-12-31 2021-12-31 2021-12-31 2021-12-31 2021-12-31

Mil. $ $ $ $ $

Revenue 25,012 23,113 11,649 13,964 16,660 

EBITDA 12,139 10,093 4,690 6,764 6,643 

Funds from operations (FFO) 9,824 8,369 3,706 5,144 5,471 

Interest 2,921 2,157 1,195 1,675 1,352 

Cash interest paid 2,318 1,631 886 1,460 1,159 
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Duke Energy Corp.--Peer Comparisons    
Operating cash flow (OCF) 8,385 6,564 2,240 3,997 3,961 

Capital expenditure 9,643 7,681 6,393 5,856 5,710 

Free operating cash flow (FOCF) (1,258) (1,117) (4,153) (1,859) (1,749)

Discretionary cash flow (DCF) (4,394) (4,497) (4,938) (3,914) (3,308)

Cash and short-term investments 343 1,798 443 283 624 

Gross available cash 343 1,798 443 283 624 

Debt 69,742 52,920 28,502 41,678 34,244 

Equity 50,655 37,743 11,815 29,261 24,710 

EBITDA margin (%) 48.5 43.7 40.3 48.4 39.9 

Return on capital (%) 5.7 6.7 7.8 6.7 6.7 

EBITDA interest coverage (x) 4.2 4.7 3.9 4.0 4.9 

FFO cash interest coverage (x) 5.2 6.1 5.2 4.5 5.7 

Debt/EBITDA (x) 5.7 5.2 6.1 6.2 5.2 

FFO/debt (%) 14.1 15.8 13.0 12.3 16.0 

OCF/debt (%) 12.0 12.4 7.9 9.6 11.6 

FOCF/debt (%) (1.8) (2.1) (14.6) (4.5) (5.1)

DCF/debt (%) (6.3) (8.5) (17.3) (9.4) (9.7)

Business Risk

We assess Duke Energy's business risk profile as excellent. This mostly reflects the company's lower-risk regulated utility (electric 
and gas) businesses and management of regulatory risk across several states. Our assessment also includes the company's scale 
and geographic diversity, serving more than nine million electric and gas customers across seven states, which is indicative of cash 
flow stability. Partially offsetting these positive factors are the location of the company' service territory, which is prone to severe 
weather such as hurricanes and storms, and the company's legacy exposure to coal-fired generation.

Financial Risk

We assess Duke Energy's financial risk profile as significant using our medial volatility financial benchmark table. The use of this 
table primarily reflects the company's lower-risk regulated utility business model and management of regulatory risk. Our base-case 
forecast assumes favorable tax positions in 2022, proceeds from the second tranche of equity interest sale to DEI of approximately 
$1 billion by 2023, effective expense management, and capital spending of about $63 billion over the next five years. Furthermore, 
our base case assumes gradual resumption of electric sales volumes to pre-COVID-19 levels  by the end of 2022, and dividends 
averaging close to $3.2 billion annually. Under this scenario, we expect the company's FFO to debt to average about 13%-14% 
throughout the forecast period. Furthermore, we expect the company to generate negative discretionary cash flow averaging about 
$5.8 billion through 2024, indicative of the company’ s external funding needs. In all, we view Duke Energy’s financial risk profile as 
reflecting the lower end of the range for the company's financial risk profile category, supporting the use of our negative comparable 
ratings modifier to capture this risk.

Debt maturities
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Duke Energy Corp.--Financial Summary
Period ending Dec-31-2016 Dec-31-2017 Dec-31-2018 Dec-31-2019 Dec-31-2020 Dec-31-2021

Reporting period 2016a 2017a 2018a 2019a 2020a 2021a

Display currency (mil.) $ $ $ $ $ $

Revenues 22,727 23,472 24,437 24,982 23,785 25,012 

EBITDA 9,824 10,647 10,481 11,668 11,843 12,139 

Funds from operations (FFO) 7,598 8,476 8,428 9,958 10,126 9,824 

Interest expense 2,526 2,632 2,762 2,906 2,880 2,921 

Cash interest paid 1,997 2,167 2,319 2,362 2,302 2,318 

Operating cash flow (OCF) 6,899 6,664 7,216 8,238 8,949 8,385 

Capital expenditure 8,164 8,394 9,717 10,963 9,795 9,643 

Free operating cash flow (FOCF) (1,264) (1,730) (2,502) (2,725) (846) (1,258)

Discretionary cash flow (DCF) (3,615) (4,192) (4,999) (5,420) (3,685) (4,394)

Cash and short-term investments 392 358 442 311 259 343 

Gross available cash 392 358 442 311 259 343 

Debt 51,073 54,964 57,367 63,187 66,757 69,742 

Common equity 41,291 41,987 44,334 47,470 48,703 50,655 

Adjusted ratios       
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Duke Energy Corp.--Financial Summary
EBITDA margin (%) 43.2 45.4 42.9 46.7 49.8 48.5 

Return on capital (%) 6.7 7.2 5.9 6.3 3.9 5.7 

EBITDA interest coverage (x) 3.9 4.0 3.8 4.0 4.1 4.2 

FFO cash interest coverage (x) 4.8 4.9 4.6 5.2 5.4 5.2 

Debt/EBITDA (x) 5.2 5.2 5.5 5.4 5.6 5.7 

FFO/debt (%) 14.9 15.4 14.7 15.8 15.2 14.1 

OCF/debt (%) 13.5 12.1 12.6 13.0 13.4 12.0 

FOCF/debt (%) (2.5) (3.1) (4.4) (4.3) (1.3) (1.8)

DCF/debt (%) (7.1) (7.6) (8.7) (8.6) (5.5) (6.3)

Reconciliation Of Duke Energy Corp. Reported Amounts With S&P Global Adjusted Amounts (Mil. $)
 

Debt
Shareholder 

Equity Revenue EBITDA
Operating 

income
Interest 
expense

S&PGR 
adjusted

EBITDA
Operating 
cash flow Dividends

Capital 
expenditure

Financial year Dec-31-2021  
Company 
reported 
amounts

 66,224  49,296  25,097  10,719  5,373  2,280  12,139  8,290  3,114  9,715 

Cash taxes paid  -  -  -  -  -  -  3  -  -  -

Cash interest
paid

 -  -  -  -  -  -  (2,248)  -  -  -

Lease liabilities  2,176  -  -  -  -  -  -  -  -  -

Operating 
leases

 -  -  -  250  50  50  (50)  200  -  -

Intermediate 
hybrids (debt)

 (500)  500  -  -  -  (22)  22  22  22  -

Intermediate 
hybrids (equity)

 981  (981)  -  -  -  53  -  -  -  -

Accessible cash 
and liquid 
investments

 (343)  -  -  -  -  -  -  -  -  -

Capitalized 
interest

 -  -  -  -  -  72  (72)  (72)  -  (72)

Share-based 
compensation 
expense

 -  -  -  83  -  -  -  -  -  -

Securitized 
stranded costs

 (2,020)  -  (85)  (85)  (30)  (30)  30  (55)  -  -

Asset-retirement 
obligations

 4,527  -  -  512  512  512  -  -  -  -

Nonoperating 
income 
(expense)

 -  -  -  -  442  -  -  -  -  -
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Reconciliation Of Duke Energy Corp. Reported Amounts With S&P Global Adjusted Amounts (Mil. $)
 

Debt
Shareholder 

Equity Revenue EBITDA
Operating 

income
Interest 
expense

S&PGR 
adjusted

EBITDA
Operating 
cash flow Dividends

Capital 
expenditure

Noncontrolling/
minority interest

 -  1,840  -  -  -  -  -  -  -  -

Debt: other  (1,302)  -  -  -  -  -  -  -  -  -

EBITDA - 
Gain/(loss) 
on disposals 
of PP&E

 -  -  -  (13)  (13)  -  -  -  -  -

EBITDA: other 
income/
(expense)

 -  -  -  673  673  -  -  -  -  -

D&A: 
Impairment 
charges/
(reversals)

 -  -  -  -  356  -  -  -  -  -

D&A: other  -  -  -  -  (673)  -  -  -  -  -

Interest expense: 
other

 -  -  -  -  -  6  -  -  -  -

Total adjustments  3,518  1,359  (85)  1,420  1,317  641  (2,315)  95  22  (72)

S&P Global 
Ratings adjusted Debt Equity Revenue EBITDA EBIT

Interest 
expense

Funds from 
Operations

Operating 
cash flow Dividends

Capital 
expenditure

  69,742  50,655  25,012  12,139  6,690  2,921  9,824  8,385  3,136  9,643 

Liquidity
As of March 31, 2022, we assess Duke Energy's liquidity as adequate to cover its needs for the next 12 months. We expect the 
company's liquidity sources to be 1.1x its uses or more and anticipate it will meet our other requirements for such a designation. 
Duke Energy's liquidity benefits from its stable cash flow generation, ample availability under its credit facilities, and manageable 
debt maturities over the next few years. We use our estimate of the company's maintenance capital spending in our liquidity analysis 
because we recognize that Duke Energy can reduce its capital spending in times of stress. In addition to the company's well-
established and strong banking relationships, we estimate the company can absorb high-impact, low-probability events without 
needing to refinance its obligations, and that it will maintain its satisfactory standing in the credit markets, all of which support our 
adequate liquidity assessment for the company. Duke Energy's revolving credit facility backstops its $6 billion commercial paper 
program, which we rate 'A-2' based on the issuer credit rating.

Principal liquidity sources

• Credit facilities of $10.4 billion, including $1.4 billion under 
the company’s term loan facility;

• Cash FFO of about $9.5 billion; and
• Cash of about $853 million.

Principal liquidity uses

• Consolidated debt maturities of close to $7.1 billion due 
over the next 12 months, which includes commercial paper 
outstanding;

• Assumed maintenance capital spending of about $7 billion; 
and

• Dividends of about $3.2 billion.

www.spglobal.com/ratingsdirect June 30, 2022       12

Duke Energy Corp.



Covenant Analysis
Requirements

We expect Duke Energy to remain in compliance with the terms of its covenant with sufficient headroom.

Compliance expectations

Duke Energy's master credit facility contains a covenant requiring the debt-to-total capitalization ratio to not exceed 65% for each 
borrower, excluding Piedmont Natural Gas Co. Inc.

Environmental, Social, And Governance

Environmental factors are a negative consideration in our credit rating analysis of Duke Energy Corp. Approximately 21% of the 
company's total electric generation fleet capacity of roughly 51,000 MW is coal-based, which exposes it to potentially more stringent 
environmental regulations in the U.S. This exposure is partially mitigated by a strategy to reach net-zero emissions by 2050. The 2021 
passage of House Bill (HB) 951 potentially provides a regulator-supported path to reduce the company’s carbon emissions in North 
Carolina. Most of the company’s service territory is prone to severe storms and hurricanes. The company also faces higher coal ash 
risks compared to peers, and its ability to fully recover its significant coal ash costs has proved to be challenging. The company's 
nuclear power generation also exposes the company to potential waste, health, and safety risks.

Group Influence

Duke Energy is the parent holding company of utilities that include Duke Energy Carolinas LLC (DEC), Duke Energy Progress LLC 
(DEP), Duke Energy Florida LLC (DEF), Progress Energy Inc (PEI), Duke Energy Indiana (DEI), Duke Energy Ohio (DEO), Duke Energy 
Kentucky (DEK), and Piedmont Natural Gas Co Inc. (PNG). We view DEC, DEP, DEF, and PEI as core subsidiaries, and we view DEI, DEO, 
DEK, and PNG as strategically important subsidiaries. This reflects our view that these entities are successful utility operators, have 
Duke Energy's long-term commitment, and are important to Duke Energy's long-term strategy. The key difference between our 
assessments of the core and strategically important subsidiaries reflects the degree to which we think each entity is "highly unlikely" 
to be sold. Duke Energy's high capital-spending program, and the previously announced minority equity interest sale of DEI taken 
together, suggest that such move could potentially be replicated at any of Duke Energy's relatively smaller subsidiaries.

Issue Ratings--Subordination Risk Analysis
Capital structure

Duke Energy's consolidated capital structure consists of about $66 billion of total debt, reflecting a mix of debt, hybrids, and debt at 
its subsidiaries.

N/A—Not applicable. ESG credit indicators provide additional disclosure and transparency at the entity level and reflect S&P Global Ratings ’ 
opinion of the influence that environmental, social, and governance factors have on our credit rating analysis. They are not a sustainability rating 
or an S&P Global Ratings ESG Evaluation. The extent of the influence of these factors is reflected on an alphanumerical 1 - 5 scale where 1 = 
positive, 2 = neutral, 3 = moderately negative, 4 = negative, and 5 = very negative. For more information, see our commentary “ ESG Credit 
Indicator Definitions And Applications, ” published Oct. 13, 2021.

- Waste and pollution 
- Climate transition risks 
- Physical risks

ESG Credit Indicators

S-3 S-4 S-5 G-3 G-4 G-5E-5

- Health and safety - N/A

S-1 G-1E-3 S-2 G-2E-1 E-4E-2
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Analytical conclusions

We rate the unsecured debt issued at Duke Energy one notch below our long-term issuer credit rating because the priority debt at its 
subsidiaries accounts for more than 50% of its consolidated capital structure.

We rate the company's junior subordinated notes and preferred stock two notches below our long-term issuer credit rating. Our 
ratings on these hybrid securities reflect their deferability and subordination features.

Rating Component Scores
 

Foreign currency issuer credit rating BBB+/Stable/A-2

Local currency issuer credit rating BBB+/Stable/A-2

Business risk Excellent

Country risk Very Low

Industry risk Very Low

Competitive position Strong

Financial risk Significant

Cash flow/leverage Significant

Anchor a-

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 (-1 notch)

Stand-alone credit profile bbb+

Group credit profile bbb+

Related Criteria

- General Criteria: Group Rating Methodology, July 1, 2019
- General Criteria: Hybrid Capital: Methodology And Assumptions, July 1, 2019
- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019
- Criteria | Corporates | 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 | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global Corporate Issuers, Dec. 16, 

2014
- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013
- Criteria | Corporates | Utilities: Key Credit Factors For The Regulated Utilities Industry, Nov. 19, 2013
- General Criteria: Methodology: Industry Risk, Nov. 19, 2013
- Criteria | Corporates | 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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Ratings Detail (as of June 30, 2022)*

Duke Energy Corp.

Issuer Credit Rating BBB+/Stable/A-2

Commercial Paper

Local Currency A-2

Junior Subordinated BBB-

Preferred Stock BBB-

Senior Unsecured BBB

Issuer Credit Ratings History

26-Jan-2021 BBB+/Stable/A-2

15-Dec-2020 A-/Negative/A-2

20-Nov-2019 A-/Stable/A-2

20-May-2019 A-/Negative/A-2

Related Entities

Cinergy Corp.

Issuer Credit Rating BBB+/Stable/A-2

Duke Energy Carolinas LLC

Issuer Credit Rating BBB+/Stable/A-2

Senior Secured A

Senior Unsecured BBB+

Duke Energy Florida LLC

Issuer Credit Rating BBB+/Stable/A-2

Senior Secured A

Senior Unsecured BBB+

Duke Energy Indiana Inc.

Issuer Credit Rating BBB+/Stable/A-2

Senior Secured A

Senior Unsecured BBB+

Duke Energy Kentucky Inc.

Issuer Credit Rating BBB+/Stable/A-2

Senior Unsecured BBB+

Duke Energy Ohio Inc.

Issuer Credit Rating BBB+/Stable/A-2

Senior Secured A

Duke Energy Progress LLC

Issuer Credit Rating BBB+/Stable/A-2

Senior Secured A
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Ratings Detail (as of June 30, 2022)*

Florida Progress Corp.

Issuer Credit Rating BBB+/Stable/NR

Piedmont Natural Gas Co. Inc.

Issuer Credit Rating BBB+/Stable/A-2

Senior Unsecured BBB+

Progress Energy Inc.

Issuer Credit Rating BBB+/Stable/NR

Senior Unsecured 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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