
COMMONWEALTH OF KENTUCKY 

20V BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

THE JOINT APPLICATION OF DUKE ENERGY 

DUKE ENERGY OHIO, INC., DUKE ENERGY ) CASE NO. 2011-00124 

) 
CORPORATION, CINERGY CORP., ) 

KENTUCKY, INC., DIAMOND ACQUISITION 1 
CORPORATION, AND PROGRESS ENERGY, INC., ) 
FOR APPROVAL OF THE INDIRECT TRANSFER ) 
OF CONTROL OF DUKE ENERGY KENTUCKY, INC. 1 

JOINT APPLICANTS’ RESPONSE TO THE 
ATTORNEY GENERAL’S INITIAL DATA REOUESTS 

Comes now Duke Energy Corporation (“Duke Energy”), Cinergy Corp. (“Cinergy”), 

Duke Energy Ohio, Inc. (“Duke Energy Ohio”), Duke Energy Kentucky, Inc. (“Duke Energy 

Kentucky”), Diamond Acquisition Corporation (“Diamond”), and Progress Energy, Inc. 

(“Progress Energy”) (collectively, “Joint Applicants”), and tender their response to the Attorney 

General’s Initial Data Requests, respectfully stating as follows: 

1.  The Joint Applicants’ response consists of one original and ten copies of two 

voluines of non-confidential information and one copy of six volumes of confidential 

information 

2. In accordance with the Commission’s April 28,201 1 requests for information and 

the requirements of 807 KAR 5:001, the verifications for the Joint Applicants’ responses are 

attached hereto. The persons responsible for providing the Joint Applicants’ Responses are: 

1 



Richard Bates 

Elliott Ratson 

Keith Butler 

Carl Council 

Andrew Cox 

Swati Daji 

Stephen DeMay 

Tiin Duff 

Christopher Fallon 

John Finnigan 

Mike Hendershott 

Julie Janson 

William Johnson 

Jose Merino 

A. R. Mullinax 

Barry Pulskamp 

James E. Rogers 

Brian Savoy 

Jim Stanley 

William Don Wathen 

Jennifer Weber 

Holly Wenger 

Danny Wiles 

Steve Young 

3. The volumes containing confidential information are labeled 

“confidential.” A petition for confidential treatment of information is attached hereto and 

incorporated herein by reference. 

This 10‘’’ day of May, 201 1. 

Resoectfullv submitted. 

Mark David Goss 
David S. Samford 
Frost Brown Todd LLC 
250 West Main Street, Suite 2800 
Lexington, KY 40507- 1 749 
(859) 23 1-0000 - Telephone 
(859) 23 1-001 1 - Facsimile 

Counsel for Joint Applicants, 
Duke Energy Corporation 
Cinergy Corporation 
Duke Energy Ohio, Inc. 
Duke Energy Kentuchy, Inc. 
Diamond Acquisition Corporation and 
Progress Energy, Inc. 
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- and - 

Rocco D’Ascenzo 
Amy €3. Spiller 
Duke Energy Business Services LLC 
139 East Fourth Street 
1301 Main 
P. 0. Box 960 
Cincinnati, Ohio 45201 -0960 

Counsel for Joint Applicants, 
Duke Energy Corporation 
Cinergy Corporation 
Duke Energy Ohio, Inc. 
Duke Energy Kentucky, Inc. and 
Diamond Acquisition Corporation 

CERTIFICATE OF SERVICE 

This is to certify that a copy of the foregoing has been served via hand delivery to 

the following party on this 1 Olh day of May 201 1 : 

Hon. Dennis Howard 
Hon. Larry Cook 
Office of the Attorney General 
Utility Intervention and Rate Division 
1024 Capital Center Drive 
Frankfort, Kentucky 40601 

Counsel for Joint Applicants, 
Duke Energy Corporation 
Cinergy Corporation 
Duke Energy Ohio, Inc. 
Duke Energy Kentucky, Inc. 
Diamond Acquisition Corporation and 
Progress Energy, In c. 
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VERIFICATION 

State of North Carolina ) 

County of Meeklenburg ) 
1 ss: 

The undersigned, Richard B. Bates, being duly sworn, deposes and says that he is the 

Vice President - Mergers & Acquisitions, that he has supervised the preparation of the responses 

to the foregoing information requests; and that the matters set forth in the foregoing responses to 

information requests are true and accurate to the best of his knowledge, infomation and belief, 

after reasonable inquiry. 

Richard B. Batefiffiaht 

Subscribed and sworn to before me by Rl.thwJ 8. B&s on this -54 day of May 
201 1. 

My Comiission Expires: 0~/2d/'&ZOlE? 

413108 



VERIFICATION 

State of North Carolina ) 
1 ss: 

County of Mecklenburg ) 

The undersigned, Elliott Ratson, Jr., being duly sworn, deposes and says that he is the 

Vice President, Regulated Fuels, that he has supervised the preparation of the responses to the 

foregoing information requests; and that the matters set forth in the foregoing responses to 

information requests are true and accurate to the best of his knowledge, information and belief, 

after reasonable inquiry. 

a o t t  Batson, Jr., Affiant 

Subscribed and sworn to before me by E / / i o  t+ ,L$&t,,l on this A-day of May 
201 1. 

412613 



VERIFICATION 

State of North Carolina ) 

County of Mecklenburg ) 
) ss: 

The undersigned, Keith Butler, being duly sworn, deposes and says that he is the Senior 

Vice President, Tax, that he has supervised the preparation of the responses to the foregoing 

information requests; and that the matters set forth in the foregoing responses to information 

requests are true and accurate to the best of his knowledge, infoilnation and belief, after 

reasonable inquiry. 

Subscribed and sworn to before me by 

2011. 

My Commission Expires: Od/!? ~ / $ n / a -  

412588 



State of North Carolha ) 

County of Mecklenburg ) 
1 SS: 

0 

The undersigned, Carl J. Council, Jr., being duly sworn, deposes and says that he is the 

Director Asset Accounting, Duke Energy Business Services, L,L,C, that he has supervised the 

preparation of the responses to the foregoing information requests; and that the matters set forth 

in the foregoing responses to information requests are true and accurate to the best of his 

knowledge, information and belief, after reasonable inquiry. 

Subscribed and sworn to before me by L,r\ -5- . G,, i, \ , a;. on this 9 day of May 

2011. 

My Commission Expires: I 0 - I '1 0 ' 4 
, , (  . 

4 12770 



VERIFICATION 

State of North Carolina ) 
) ss: 

County of Wake ) 

The undersigned, Andrew D. Cox, being duly sworn, deposes and says that he is 

employed by Progress Energy, Inc., as Director, CRE Program Office and Integration Planning; 

that on behalf of Progress Energy, Inc., he has supervised the preparation of the responses to the 

foregoing information requests; and that the matters set forth in the foregoing responses to 

information requests are true and accurate to the best of his knowledge, information and belief, 

after reasonable inquiry. 

Andrew D. Cox, Affiant 

Subscribed and sworn to before me by b ,  COX on this day of May 

412410 



VERIFICATION 

State of North Carolina ) 

County of Mecklenburg ) 
) ss: 

The undersigned, Swati V. Daji, being duly SWOIX, deposes and says that she is the Vice 

President, Global Risk Management R: Insurance & CRO, that she has supervised the preparation 

of the responses to the foregoing information request; and that the matters set forth in the 

foregoing response to information request are true and accurate to the best of her knowledge, 

information and belief, after reasonable inquiry. 
f 

Subscribed and sworn to before me by ,S td v, &;; on this 9 day ofMay 

201 1. 

n 

My Commission Expires: 10 - I 7 - dol 

413829 



VERIFICATION 

State of North Carolina ) 

County of Meeldenburg ) 
) ss: 

The undersigned, Stephen G. De May, being duly sworn, deposes and says that he is the 

Senior Vice President, Investor Relations & Treasurer, that he has supervised the preparation of 

the responses to the foregoing information requests; and that the matters set forth in the 

foregoing responses to information requests are true and accurate to the best of his knowledge, 

information and belief, after reasonable inquiry. 

9 day ofMay Subscribed and sworn to before me by S&Qk--& .b&%uq on this 
0 

2011. 

4 1249.3 



VTERIPICATIORT 

State of North Carolina ) 

County of Mecklenburg ) 
1 ss: 

_-  - 

The undersigned, Tim Duff, being duly sworn, deposes and says that he is the General 

Manager, Retail Customer & Regulated Strategy, Duke Energy Business Services L,LC, that he 

has supervised the preparation of the responses to the foregoing information requests; and that 

the matters set forth in the foregoing responses to information requests are true and accwate to 

the best of his knowledge, information and belief, after reasonable inquiry. 

Tim Duff, Affiant 

Subscribed and sworn to before me by T;n7 buF'F onthis 3 dayofMay 

2011. 

C U K I ~ P c t E R  (.,E& 4H/YIi?IClL 

My Commission Expires: 

412849 



State of North Carolina ) 

County of MecMenburg ) 
1 ss: 

The undersigned, Christopher M. Fallon, being duly sworn, deposes and says that he is 

the Vice President, Office of Nuclear Development, that he has supervised the preparation of the 

response to the foregoing information request; and that the matters set forth in the foregoing 

responses to information requests are true and accurate to the best of his knowledge, information 

and belief, after reasonable inquiry. 

Subscribed and sworn to before me by ~ h r i d - ~ p h r v  In . h ~ / / o f l  on this 9 day of May 

201 1. 

413991 



VERIFICATION 

State of Ohio ) 

County of Hamilton 1 
1 ss: 

The undersigned, John Finnigm, being duly sworn, deposes and says that he is the Vice 

President, Government Rt Regulatory Affairs, that he has supervised the preparation of the 

response to Attorney General-Data Request-01-106; and that the matters set forth in the 

foregoing response to said request are tnie and accurate to the best of his knowledge, information 

and belief, after reasonable inquiry. 

Subscribed and sworn to before me by JfiAd /-;N/d c I t , qn /on  this 4 d a y  of May 

201 1. 

4 13348 



VERIFICATION 

State of North Carolina ) 

County of Mecklenhurg ) 
) ss: 

The undersigned, Michael S. Hendershott, being duly sworn, deposes and says that he is 

the Director, Service Financial Accounting & Reporting, Duke Energy Business Services LL, 

that he has supervised the preparation of the responses to the foregoing information requests; and 

that the matters set forth in the foregoing responses to information requests are true and accurate 

to the best of his knowledge, information and belief, after reasonable inquiry. 

Michael S. Hendersho’tt, Akiant 

on this 4- day of May *-- Subscribed and sworn to before me by. 

201 1. 

*& NOT RY PIJBLIC 

My Commission Expires: 

/ I - +  dq-2’0 I5 

4 I2848 



VERIFICATION 

State of Ohio ) 

County of Hamilton ) 
) ss: 

The undersigned, Julia S. Janson, being duly sworn, deposes and says that she is the 

President, Duke Energy Ohio and Duke Energy Kentucky, that she has supervised the 

preparation of the responses to the foregoing information requests; arid that the matters set forth 

in the foregoing responses to information requests are true and accurate to the best of her 

luiowledge, information and belief, after reasonable inquiry. 

I 

Subscribed and sworn to before me by i jY- I I P 5'- jh IT @l/O on this 9 day of May 

201 1. 

A I -  

NOTARY/PUBLTC I 

My Commission Expires: 

412430 



VEFUFICATION 

State of North Carolina ) 
) ss: 

County of Wake ) 

The undersigned, William D. Johnson, being duly sworn, deposes and says that he is 

employed by Progress Energy, Inc., as Chairman, President and Chief Executive Officer; that on 

behalf of Progress Energy, Inc., he has supervised the preparation of the responses to the 

foregoing information requests; and that the matters set forth in the foregoing responses to 

information requests are true and accurate to the best of his knowledge, information and belief, 

after reasonable inquiry. 

j l -bfhn.2 ozi 
Subscribed and sworn to before me by (A&k>, ’ on this A- day of May 

2011. 

412410 



VERIFICATION 

State of North Carolina ) 

County of Mecklen berg ) 
) SS: 

The undersigned, Jose Merino, being duly sworn, deposes and says that he is the 

Director, Load Forecasting, that he has supervised the preparation of the response to the 

foregoing information request; and that the matters set forth in the foregoing responses to 

information requests are true and accurate to the best of his knowledge, information and belief, 

after reasonable inquiry. 

Subscribed and sworn to before me by Jose PI/Terio h on this day of May 

201 1. 

My Commission Expires: * $4 aoL2 

413831 



VERIFICATION 

State of North Carolina ) 

County of Mecklenburg ) 
) ss: 

The undersigned, AR Mullinax, being duly sworn, deposes and says that he is the Senior 

Vice President & Chief Inforination Officer, Duke Energy Business Services, L,LC, that he has 

supervised the preparation of the responses to the foregoing information requests; and that the 

matters set forth in the foregoing responses to inforination requests are true and accurate to the 

best of his knowledge, information and belief, after reasonable inquiry. 

Subscribed arid sworn to before me by on this day of May 

201 1. 

NOTARY PUBLIC 

My Commission Expires: 

412608 



VERIFICATION 

State of Ohio ) 

County of Hamilton ) 
) ss: 

The undersigned, Barry E. Pulsltamp, being duly sworn, deposes and says that he is the 

Senior Vice President, Regulated Fleet Operations, that he has supervised the preparation of the 

responses to the foregoing information requests; and that the matters set forth in the foregoing 

responses to information requests are true and accurate to the best of his knowledge, information 

and belief, after reasonable inquiry 

Barry E. Pulskamp, Affiant 1 

Subscribed and sworn to before me by on this J’ day of May 

2011. 

&A MINER ROSNER, Attorney a t  Law 

My Commission has  no explratlon 
date. Section 147.03 D.R.C. 

N O T A R Y  PUBLIC - STATE OF OHIO 

412615 



VERIFICATION 

State of North Carolina ) 

County of Mecklenburg ) 
1 ss: 

The iindersigned, James E. Rogers, Jr., being duly sworn, deposes and says that he is the 

Chairman, President and Chief Executive Officer of Duke Energy Corporation that he has 

personal knowledge of the matters set forth in the foregoing testimony, and that the answers 

contained therein are true and correct to the best of his information, knowledge and belief. 

Subscribed and sworn to before me 

201 1. 

NOTARY PUBL,IC 

My Commission Expires: / p  -27 

411568 



VERIFICATION 

State of North Carolina ) 

County of Mecklenburg ) 
1 ss: 

The undersigned, Brian D. Savoy, being duly sworn, deposes and says that he is the 

Managing Director Corporate Financial Planning Analysis, Duke Energy Business Services, 

LLC, that he has supervised the preparation of the responses to the foregoing inforination 

requests; and that the matters set forth in the foregoing responses to information requests are true 

and accurate to the best of his knowledge, information and belief, after reasonable inquiry. 

Subscribed and sworn to before me by /"z M J ,! jW2-e  ? on this Ln&ay of May 

2011. 

My Commission Expires: 1 /i b/dol 

412772 



VERIFICATION 

State of North Carolina ) 

County of Mccklenburg ) 
) ss: 

The undersigned, Jim Stanley, being duly sworn, deposes and says that hc is the Senior 

Vice President of Power Delivery, that he has supervised the prepmatian of thc responses to the 

foregoing information requests; and that the matters set forth in the foregoing responses to 

infarmation requests are true and accurate to the best of his knowledge, information and belief, 

after reasonable inquiry. 

b 
Subscribed and sworn to before me by 3,'- on this 3 day of May 

2011. 

% Y r . W h  
NOTARY PUBLIC 

My Commission Expires: 

4 12548 



VERIFICATION 

State of Ohio ) 

County of Hamilton ) 
) ss: 

The undersigned, William Don Watlieii Jr., being duly sworn, deposes and says that lie is 

the General Manager and Vice Presideiit of Rates of Duke Energy Oliio and Duke Energy 

I<eiitucky, that lie has supervised the preparation of the responses to the foregoiiig iiifoiiiiatioii 

requests; and that the matters set forth in the foregoing responses to information requests are tnie 

aiid accurate to the best of his Itnowledge, information, and belief, after reasonable inquiry. 

3) &/Q&& 
W i 11 i aii~?.%% W at hen J I-. , A ffi a6 t 

rcc Subscribed aid swoi-ii to before me by his 9 day ofMay 

201 1. 

My Coiiiiiiissioii Expires: 

,,. 1.11.. 

...I..... 

412439 



VERIFICATION 

State of North Carolina ) 

County of Mecklenburg ) 
1 ss: 

The undersigned, Jeimifer Weber, being duly sworn, deposes and says that she is the 

Group Executive, Human Resources & Corporate Relations, Duke Energy Business Services, 

LLC, that she has supervised the preparation of the respoiises to the foregoing information 

requests; and that the matters set forth in the foregoing responses to information requests are true 

and accurate to the best of her knowledge, information and belief, after reasonable inquiry. 

Subscribed and sworn to before ine b y s j & k T  k)ehr on this 3 day of May 

201 1. 

412611 



VERIFICATION 

State of North Carolina ) 
) ss: 

County of Wake 1 

The undersigned, Holly H. Wenger, being duly sworn, deposes and says that she is 

employed by Progress Energy, Inc., as Assistant Secretary; that on behalf of Progress Energy, 

Inc., she has supervised the preparation of the responses to the foregoing information requests; 

and that the matters set forth in the foregoing responses to information requests are true and 

accurate to the best of her knowledge, information and belief, after reasonable inquiry. 

&d&$7j+16A*-,- 
Holly H. Wenger, Affianzf 

Subscribed and sworn to before me by 19 kk NmjeCr on this _____ day of May 

201 1. 

NOTARY PUBLJC 

MY Comission Expires: I a] 1 i J 1 

412410 



VERIFICATION 

State of North Carolina ) 

County of Mecklenburg ) 
) ss: 

The undersigned, Danny Wiles, being duly sworn, deposes and says that he is the General 

Manager of Duke Energy & Vice President US Franchised Electric & Gas Accounting, that he 

has supervised the preparation of the responses to the foregoing information requests; and that 

the matters set forth in the foregoing responses to information requests are true and accurate to 

the best of his knowledge, infoimation and belief, after reasonable inquiry. 

Subscribed and sworn to before me by y2 L.r &J /-3s on this ,?. day of May 

201 1. 

NOTARY PlJBLJC 

My Commission Expires: o c f b k  K .%- x / b /  L f .  

412528 



WFUFIC ATION 

State of North Carolina ) 

County of Mecklenburg ) 
) ss: 

The undersigned, Steve I(. Young, being duly sworn, deposes and says that he is the 

Senior Vice President, that he has supervised the preparation of the responses to the foregoing 

information requests; and that the matters set forth in the foregoing responses to information 

requests are true and accurate to the best of his knowledge, information and belief, after 

reasonable inquiry. 

" -  

Subscribed and sworn to before me by h \~\rc  I(, d o  on this 01 day of May 

201 1. 

..- -- 
$JOTARY PUBLIC 

My Commission Expires: /O -1 7 /$ 

413832 



COMMONWEALTH O F  KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

THE JOINT APPLICATION OF DUI(E ENERGY ) 
CORPORATION, CINERGY CORP., ) 
DUW,  ENERGY OHIO, INC., DUKE ENERGY ) CASE NO. 2011-00124 
KENTUCKY, INC., DIAMOND ACQUISITION 1 
CORPORATION, AND PROGRESS ENERGY, INC., 1 
FOR APPROVAL, OF THE INDIRECT TRANSFER ) 
O F  CONTROL OF DUKE ENERGY KENTUCKY, INC. ) 

INDEX T O  THE JOINT APPLICANTS’ RESPONSE T O  THE 
ATTORNEY GENERAL’S INITIAL INFORMATION REQUESTS 

Volume I 

Volume I1 

Volume I 

Volume I1 

Volume I11 

Volume IV 

Volume V 

Volume VI 

Volumes Containing Non-Confidential Information 

Tabs 1-37 

Tabs 38 - 125 

Volumes Containing Confidential Information 

Tabs 12,28,41,48,  52,54, 55,  57,64,67 

Tab 67 (continued) 

Tab 67 (continued) 

Tab 67 (continued) 

Tab 67 (continued) 

Tab 67 (continued) 





Duke Energy Kentucky 
Case No. 201 1-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-0 1-00 1 

REQUEST: 

State the amount of termination fees, and / or any and all other fees and expenses either 
or both party would have to pay if the contemplated transaction is not consummated. 

a. Of those fees, state the amount for which DEK ratepayers would be 
responsible. 

b. State in what documents this information is provided to both federal 
and state regulatory officials. 

c. If DEK ratepayers would be responsible for any such fees / expenses, 
state whether the company would have to file a rate case to recover 
such sums. 

RESPONSE: 

This information is provided in Exhibit E, Agreement and Plan of Merger, filed with the 
Application in this proceeding, as well as on pages 127-128 of the 1J.S. Securities and 
Exchange Coininission Form S-4 filed by tlie Joint Applicants on April 28, 201 1 (tlie ’*S- 
4,’). It is also addressed on page fifty-three, lines 15-22, of tlie Direct Testimony of 
witness Julia Janson (Joint Application, Exhibit L) who confirms that neither the cost nor 
receipt of any teiinination payment would be allocated to Duke Energy Kentucky. 

If the Merger Agreement is terminated under certain circumstances specified in 
the Merger Agreement, Duke Energy or Progress Energy, as applicable, would be 
required to (1) reimburse the other party for the other party’s reasonable out-of- 
pocket fees and expenses in an amount not to exceed $30 million and/or (2) pay a 
termination fee of $675 million in the case of a termination fee payable by Duke 
Energy to Progress Energy and a termination fee of $400 million in the case of a 
termination fee payable by Progress Energy to Duke Energy. These termination 
fees primarily relate to situations in which the Merger Agreement is terminated as 
a result of a superior offer for one of the parties or as a result of a change in the 
recommendation of the board of directors of one of the parties. Any termination 

1 



fee payable would be reduced by the amount of any fees and expenses previously 
reimbursed. 

PERSON RJSPONSIBLE: James E. Rogers 

2 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-002 

REQUEST: 

State whether DEK, its corporate parent entities, or its affiliates has or have reserved the 
right to adjust its regular dividend pending completion of the transaction. If so: 

a. For how long will any modification to the dividend remain in effect? 
b. Provide, in complete detail, the rationale for any such adjustment. 
c. State whether DEK intends on seeking PSC approval of same, and if 

not, why not. 
d. As a result of any potential increase in dividend, state: 

(i) how much additional funding for corporate expenses of any type 
or sort DEK will seek from its ratepayers; and 

(ii) whether any such ad,justinent will cause DEK to file a rate case, 
and 

if so, when. 
RESPONSE: 

Information responsive to this request, as it relates to Duke Energy, is set forth on pages 
11 1, 123 and 132 of the S-4. 

Neither Duke Energy Kentucky nor its parent companies have reserved the right to ad-just 
their dividend policy pending completion of the merger, however dividends are always at 
the discretion of the Board of Directors. The combined company plans to continue the 
current Duke Energy dividend policy, which targets a 65-70% payout based on adjusted 
diluted earnings per share. 

The operating subsidiaries, including Duke Energy Kentucky, are expected to mirror this 
policy over the long term by paying dividends of approximately 65-70% of their earnings 
to the parent company. In any given year, Duke Energy’s operating subsidiaries may 
vary the level of dividend payments based upon its capital needs and as needed to 
properly maintain its desired capital structure. 

a. Not Applicable 

b. Not Applicable 

c. Not Applicable 

3 



d. Not Applicable 

PERSON RESPONSIBLE: Stephen De May 

2 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-003 

REQUEST: 

State whether as a result of the transaction, DEK, its corporate parent entities, or its 
affiliates plans or plan on paying any special dividends on any class of stock. Identify the 
class of stock, and state whether the officers, directors or majority holders of coinrnoii 
stock are among potential recipients of any such special dividend. 

RESPONSE: 

There are no special dividends planned as a result of this transaction. 

PERSON RF,SPONSIBLE: Stephen De May 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-0 1-004 

REQUEST: 

State how much additional co1nmon stock DEK, its corporate parent entities, or its 
affiliates will issue as a condition of the transaction’s consummation. If any, state the 
effect on ratepayers. 

RESPONSE: 

Information responsive to this request, as it relates to Duke Energy, is set forth on pages 
33-37 and 121-124 of the S-4. 

The merger is being financed in a stock for stock transaction, however, Duke Energy 
Kentucky will not issue any coinrnon stock to complete the transaction. 

Each Progress Energy shareholder will receive 2.6125 shares of Duke Energy common 
stock per share of Progress Energy. Iininediately prior to the closing of the merger, Duke 
Energy will execute a 1:3 reverse stock split, which will change the agreed upon 
exchange ratio to A70833 shares of post-split Duke Energy shares per Progress Energy 
share. The combination of these transactions will result in the issuance of approximately 
255 million additional shares of Duke Energy. 

Neither the issuance of Duke Energy common stock nor the planned reverse stock split 
will have an impact on Duke Energy Kentucky’s ratepayers. 

PERSON RESPONSIBLE: Stephen De May 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-005 

REQIJEST: 

State when DEK, its corporate parent entities, or its affiliates expect to receive full 
approval of the contemplated transaction from FERC, SEC, NRC, FCC, the 1J.S. Justice 
Dept., and all relevant state public utility regulatory authorities. 

RESPONSE: 

Duke Energy and Progress Energy are targeting to close the merger by the end of 201 I ;  
accordingly the companies seek to obtain all necessary approvals in time to meet their 
target closing date. 

PERSON RESPONSIBLE: James E. Rogers 





Duke Energy Kentucky 
Case No. 201 1-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-006 

REQUEST: 

Is DEK’s current generation fleet sufficient to meet both its base and peak loads? Does 
DEK anticipate any need to enter into purchased power agreements to meet these loads? 

RESPONSE: 

Yes, Duke Energy Kentucky’s current generation fleet is sufficient to meet its base and 
peak loads. Duke Energy Kentucky does not foresee the need to enter into long term 
purchase power agreements to serve its load at this time. Duke Energy Kentucky 
operates under a back-up power supply plan consisting of capacity purchases through 
bilateral contracts and energy purchases through the Midwest IS0  daily energy markets 
with forward contracts purchased through Intercontinental Exchange (ICE) and Over Tlie 
Counter (OTC) brokers for scheduled outages. Duke Energy Kentucky may purchase 
capacity during times when Duke Kentucky does not have adequate capacity to meet the 
Midwest IS0 module E reserve margin requirement. Tlie current back-up supply plan 
runs through 201 2. Duke Energy Kentucky anticipates the back-up supply plan will 
remain structurally the same once the company’s realignment to PJM Interconnection is 
complete. 

PERSON RESPONSIBLE: Julie S. Jaiisoii 





Duke Energy Kentucky 
Case No. 201 1-124 

Attorney General First Set Data Requests 
Date Received: April 25,201 1 

AG-DR-01-007 

REQUEST: 

Progress Energy maintains several nuclear energy facilities in its fleet, located in other 
states. Provide a description of those facilities. Additionally, provide an explanation, & 
complete detail, of whether as a result of the Contemplated transaction DEK’s ratepayers 
will be expected to contribute (in any manner whatsoever, directly or indirectly) toward 
the costs of maintaining these facilities, including but not limited to: (a) depreciation; (b) 
any stranded costs or potential stranded costs; (c) current or future environmental costs; 
and (d) decommissioning / wind-down costs and current and / or tail liability concerns. 
Your answer should include the costs DEK ratepayers may contribute toward any 
insurance policies insuring any and all risks arising or potentially arising out of nuclear 
power generation and any and all actual or potential nuclear waste storage and 
transportation concerns. The tenn ”costs” as used in this question includes but is not 
limited to premium, deductibles, any applicable self-insurance or co-insurance, and any 
and all other costs associated therewith, or such that can reasonably be expected to be 
associated therewith. 

a. If the company intends in any manner whatsoever to ask DEK ratepayers to 
contribute toward any of the costs set forth in this question, provide a complete 
justification for same. Additionally, state whether DEK plans 011 seeking approval 
from KY PSC prior to doing so. 

b. If the company intends in any manner whatsoever to ask DEK ratepayers to 
contribute toward any of the costs set forth in this question, state whether the Joint 
Applicants intend on recovering any such costs before or during the construction of 
any such facilities (“early cost recovery”), arid if so, by what means. If so: 

(i) 

(ii) 

state whether the Joint Applicants intend to pursue a guaranteed rate of return 
on said projects; 
explain in detail why the ratepayers should bear all financial risks associated 
with the construction of said facilities, instead of the Joint Applicants’ iiivestors; 
arid 

(iii) confirm that shifting the financial risk to the Joint Applicants’ ratepayers in this 
regard allows the Joint Applicants to maximize their profits. 

c. Provide a complete explanation of all measures DEK, its parent entities or affiliates 
intend(s) to take to shift any and all costs associated with maintaining existing nuclear 
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d. 

e. 

facilities, expansion thereof, or aiiy potential new nuclear facilities to ratepayers in 
aiiy jurisdiction, aiid / or to taxpayers (whether state or federal), including but not 
limited to Kentucky. 

Provide a complete discussion of whether the Joint Applicants, with regard to 
maintaining existing nuclear facilities, expansion thereof, or any potential new 
nuclear facilities will or may seek additional partiiers, regardless of whether any such 
partner may or may not be a utility. For each such partner, provide the discussion 
requested in subpart (b), above. 

Provide a complete discussion of whether either one or both of the Joint Applicants 
have conducted analyses of the costs of natural gas-fired generation as opposed to 
costs of nuclear generation. Include in your response whether any such studies have 
been conducted with regard to DEK’s customers. Provide copies of same. 

RESPONSE: 
This transaction results in an indirect change of control over Duke Energy Kentucky, aiid 
thus Duke Energy Corporation will continue to own and operate Duke Energy Kentucky 
upon consurnmation of the acquisition of Progress Energy. Accordingly, although this 
question is directed to “Joint Applicants,” it is inapplicable to Progress Energy. The 
question is applicable to Duke Energy Corporation arid its affiliated companies, and thus 
the response is made on behalf of those entities. 

Duke Energy Kentucky ratepayers will not be expected to contribute toward the costs of 
maintaining the existing Progress Energy nuclear generating fleet. 

Objection to the remainder of the question and the subparts on the basis that it seeks 
iiifoiination that is irrelevant to this proceeding and not likely to lead to the discovery of 
admissible evidence. Without waiving said objection, for a listing and description of 
Progress Energy’s nuclear generating fleet, please see Exhibit D to the Application filed 
in this proceeding as well as: 

a. Not applicable. 

b. Not applicable. 

c. Objection. This question is overly broad and unduly burdensome in that it seeks 
information and analysis that is irrelevant to this proceeding and beyond the scope 
of the Commission’s jurisdiction in light of Joint Applicant’s prior response. 
Further, responding to this request causes the Duke Companies to engage in 
speculation and guesswork. Moreover, this question calls for a legal opinion 
regarding regulatory treatment in multiple state ,jurisdictions outside of the 
Commonwealth of Kentucky. Without waiving said objection, under the law and 
regulations in Kentucky, Duke Energy Kentucky could not pass through aiiy costs 
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in its rates for nuclear facilities that are not owned by Duke Energy Kentucky or 
in which Duke Energy Kentucky does not have an interest. Duke Energy 
Kentucky must receive approval from the Kentucky Public Service Commission 
through a Certificate of Public Convenience and Necessity prior to beginning 
construction or acquiring ownership of any generating facility, nuclear or 
otherwise. The Kentucky Public Service Commission will continue to have 
.jurisdiction over Duke Energy ICentucky’s rates following the nierger. 

d. Objection. This question seeks infomation that is irrelevant to this proceeding 
and beyond the scope of the Commission’s jurisdiction in light of Joint 
Applicant’s prior response. This request is further objectionable to the extent 
responding to this request causes the Duke Companies to engage in speculation 
and guesswork and seeks to discover infomation that is protected under the 
doctrines of attorney client privilege or attorney work product. Without waiving 
said objection, under the law and regulations in Kentucky, see response to AG- 
DR-0 1 -007(~). 

e. Objection. This question is vague and ambiguous and seeks information that is 
irrelevant to this proceeding and beyond the ,jurisdiction of the Kentucky Public 
Service Commission. Moreover, this question calls for a legal opinion regarding 
regulatory treatment in multiple state jurisdictions outside of the Commonwealth 
of Kentucky. Without waiving said objection and to the extent discoverable see 
Duke Energy Kentucky’s most recent Integrated Resource Plan (IRP) is publicly 
available in Case No. 2008-248; Duke Energy Ohio’s most recent IRP is publicly 
available in Case No. 10-503-EL-FOR; Duke Energy Indiana’s most recent IRP 
is publicly available in Cause No. 43643; and Duke Energy Carolinas’ most recent 
IRPs are publicly available in the following Dockets: 
North Carolina - Docket No. E- 100, sub 128 

South Carolina - Docket No. 201 0-1 0-E 

PERSON RESPONSIBLE: As to objection - Legal 

James E. Rogers 

(a,b)William Don Wathan Jr./Danny Wiles 
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Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
ate Received: April 25,201 1 

AG-DR-01-008 

REQUEST: 

Assuming the Contemplated transaction is fully approved in every jurisdiction by every 
regulatory authority, provide an explanation of the combined entity’s plans for expalision 
of nuclear facilities anywhere within its combined service territories. For any such 
expansion, provide the explanation requested in question no. 6, above. Your response 
should include the anticipated generation output for each such facility. 

a. 

b. 

C. 

d. 

e. 

f. 

$5 

Provide a complete explanation of the plans Progress Energy had immediately prior 
to the announcement of the contemplated transaction regarding any expansion and/or 
addition to its nuclear energy facilities anywhere within its service territories. 

Include in your response whether the combined entity will pursue what have been 
popularly termed as “package” nuclear facilities. 

Provide a discussion of costs expected to be incurred for the hardening of existing and 
any future facilities against terrorist incidents. This particular response may be 
confidential, if necessary. 

Provide a graph depicting increases in costs for construction of nuclear generation 
facilities from 2008 to the present. Additionally, provide the most recent forecasted 
construction costs for new nuclear generation facilities, including but not necessarily 
limited to those conducted by the U.S. Energy Information Administration. 

State whether the Joint Applicants will or may pursue partial funding for any 
potential new nuclear generation facilities from federal loan guarantee programs. 

Provide a discussion regarding how state public utility commissions in jurisdictions 
treat AFUDC and / or CWIP pertaining to nuclear facilities in those ,jurisdictions in 
which Joint Applicants currently maintain nuclear facilities. 

Published news reports indicate Duke Energy has expressed interest in purchasing a 
share of the proposed 2,200-MW expansion of the V.C. Summer nuclear plant in 
South Carolina. Please explain whether any decision has been made in this regard. 
Please also explain what, if any, ramifications this decision may have for DEK 
ratepayers. Please include in your discussion: (a) an analysis of the impact any such 
purchase would have on the ability of DEK, its parent entities and affiliates to obtain 
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capital, especially in the event the proposed transaction in the instant case should be 
approved by all relevant regulatory authorities [if none has been performed to date, 
state whether the Joint Applicants will agree to provide any such analyses if and wheii 
performed]; (b) copies of any and all presentations to, and correspondence to / from 
any rating agencies regarding any such decision or potential decision to purchase a 
share of this plant [if none to date, state whether the Joint Applicants will agree to 
provide any such presentations and correspondence when performed or conducted]; 
and (c) If no decision has been reached, will the Joint Applicants coiiiinit to notifying 
the Commission and the parties hereto when any such decision lias been reached, and 
to provide an updated response to this request and its subparts? 

RFSPONSE: 

a-e Objection. The Joint Applicants object to this question on the basis that it is 
irrelevant to the issues i l l  this proceeding and seeks information about companies 
that are not subject to tlie Commission’s jurisdiction. Moreover tlie requests are 
objectionable to the extent they seeks to elicit information protected by the 
attorney-client privilege and/or attorney work product privilege. 

f. The Joint Applicants object to this question on the basis that it is irrelevant to the 
issues in this proceeding and seeks information about companies that are not 
sub,ject to tlie Conimission’s .jurisdiction. The request is also objectionable on the 
basis that it seeks calls for a legal conclusion regarding the law and procedures of 
otlierjurisdictions. 

g. This transaction results in an indirect change of control over Duke Energy 
Kentucky, aiid thus Duke Energy Corporation will continue to own and operate 
Duke Energy Kentucky upon consummation of tlie acquisition of Progress 
Energy. Accordingly, although this question is directed to ‘.Joint Applicants,” it 
is inapplicable to Progress Energy. The question is applicable to Duke Energy 
Corporation and its affiliated companies, aiid thus tlie response is made on behalf 
of those entities. 

Objection. This document request seeks requiring tlie Joint Applicants to engage 
in speculation and Guesswork and is based upon inadinissible hearsay. Moreover 
tlie request is objectionable to the extent it seeks to elicit information protected by 
the attorney-client privilege and/or attorney work product privilege. In response 
to question 7, the Joint Applicants indicated that Duke Energy Kentucky will not 
be responsible for any of the maintenance costs of Progress Energy’s nuclear 
generating fleet. Duke Energy Kentucky lias not sought to include any such 
nuclear maintenance costs in its rates. Accordingly, the Joint Applicants object to 
this question on the basis that it is irrelevant to the issues in this proceeding and 
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seeks information about companies that are not subject to the Commission’s 
,jurisdiction. 

PERSON RESPONSIBLE: As to Objection a-f- Legal 

(g) James E. Rogers 
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Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-009 

REQUEST: 

A published report indicates that the North Carolina Eastern Municipal Power Agency 
(“the Agency”), comprised of 32 cities that own inunicipal utilities, inay request that 
Duke Energy reduce the Agency’s $2.4 billion in debt owed to Progress Energy, 
comprising the niunicipalities’ share of Progress’ nuclear plants. Discuss whether DEK’s 
parent entities will or may assume all or any portion of this $2.4 billion debt, and if so, 
discuss any and all ramifications and impacts DEK’s ratepayers will or inay have. 
Provide also: 

a. 

b. 

C. 

an analysis of the impact any such assumption of debt will or may have on the ability 
of DEK, its parent entities and affiliates to obtain capital, especially in the event the 
proposed transaction in  the instant case should be approved by all relevant regulatory 
authorities (if none has been performed to date, state whether the Joint Applicants 
will agree to provide any such analyses if and when performed); 

copies of any and all presentations to, and correspondence to / from any rating 
agencies regarding any decision or potential decision regarding any such debt 
assumption (if none to date, state whether the Joint Applicants will agree to provide 
any such presentations and correspondence when performed or conducted); and 

a discussion of any efforts the North Carolina Legislature is undertaking (or may 
undertake) to block the transaction Contemplated in the instant filing unless Duke 
Energy agrees to such debt assumption. 

RESPONSE: 

Objection. The request misstates facts. The debt in question is the Agency’s debt. It is not 
debt owed to Progress. Notwithstanding the objection, Duke Energy Kentucky ratepayers 
will not be adversely impacted by any future decision regarding the Agency’s $2.4 billion 
debt, nor will it assume any of the indebtedness. In light of this response, the Joint 
Applicants object to the remainder of the question on the basis that it is speculative and 
seeks information that is irrelevant to the issues in this proceeding aiid beyond the scope 
of the Commission’s jurisdiction. 
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(a) As stated above, Duke Energy Kentucky ratepayers will not be adversely 
impacted by the Agency’s debt, nor will Duke Energy Kentucky assume any of 
the indebtedness. In light of this response, the Joint Applicants object to this sub- 
question on the basis that it is speculative and seeks information that is irrelevant 
to the issues in this proceeding and beyond the scope of the Commission’s 
jurisdiction. 

(b) As stated above, Duke Energy Kentucky ratepayers will not be adversely 
iinpacted by the Agency’s debt, nor will Duke Energy Kentucky assume any of 
the indebtedness. In light of this response, the Joint Applicants object to this sub- 
question on the basis that it is speculative and seeks information that is irrelevant 
to tlie issues in this proceeding and beyond the scope of the Commission’s 
jurisdiction. 

(c) As stated above, Duke Energy Kentucky ratepayers will not be adversely 
irnpacted by the Agency’s debt, nor will Duke Energy Kentucky assume any of 
the indebtedness. In light of this response, the Joint Applicants object to this sub- 
question on tlie basis that it is speculative and seeks information that is irrelevant 
to the issues in this proceeding and beyond the scope of the Commission’s 
jurisdiction. 

PERSON RESPONSIBLE: As to Objection - Legal 
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Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-0 1-0 10 

REQUEST: 

A published report indicates that Progress Energy is conducting engineering analyses to 
determine whether it might be more cost-effective to abandon its 860 MW Crystal River 
nuclear plant than to repair damage incurred to its containment facility. The plant has 
apparently not operated since September 2009, and the company since that time has 
apparently spent approximately $290 mil. for purchased power in excess of the cost of 
power that the plant could have produced if it was functional. Provide: 

a. 

b. 

C. 

copies of all analyses of the financial impacts and risks Progress and the Joint 
Applicants could, or will face, regardless of which option Progress ultimately 
exercises to address the future of this plant and any potential long-term purchase 
power arrangements it may have to enter to meet its load; 

copies of any and all analyses regarding the impact that Progress’ assumption of new 
debt to address the Crystal River outage and related issues could or will have on the 
ability of DEK, its parent entities and affiliates to obtain capital, especially in the 
event the proposed transaction in the instant case should be approved by all relevant 
regulatory authorities (if none has been performed to date, state whether the Joint 
Applicants will agree to provide any such analyses); and 

copies of any and all presentations to, and correspondence to / from any rating 
agencies or investment consultants of any type or sort regarding any decision or 
potential decision pertaining to any such debt assumption (if none have occurred to 
date, state whether the Joint Applicants will agree to provide any such presentations 
and correspondence). 

RESPONSE: 

In response to question 7, the Joint Applicants indicated that Duke Energy Kentucky will 
not be responsible for any of the maintenance costs of Progress Energy’s nuclear 
generating fleet. Accordingly, the Joint Applicants object to this question on the basis 
that it is irrelevant to the issues in this proceeding and seeks information about companies 
that are not subject to the Commissiori’sjurisdiction. 



a. Objection, in response to question 7, the Joint Applicants indicated that Duke 
Energy Kentucky will not be responsible for any of the inaintenance costs of 
Progress Energy’s nuclear generating fleet. Accordingly, the Joint Applicants 
object to this question on the basis that it is irrelevant to the issues in this 
proceeding and seeks information about companies that are not subject to the 
Commission’s jurisdiction. This document request is also objectionable in that it 
seeks to elicit inforination protected by the attorney-client privilege and/or 
attorney work product privilege. 

b. Objection, in response to question 7, the Joint Applicants indicated that Duke 
Energy Kentucky will not be responsible for any of the maintenance costs of 
Progress Energy’s nuclear generating fleet. Accordingly, the Joint Applicants 
object to this question on the basis that it is irrelevant to the issues in this 
proceeding and seeks information about companies that are not subject to the 
Commission’s jurisdiction. This document request is also ob,jectionable in that it 
seeks request seeks to elicit information protected by the attorney-client privilege 
and/or attorney work product privilege. 

c. Objection, in response to question 7, the Joint Applicants indicated that Duke 
Energy Kentucky will not be responsible for any of the inaintenance costs of 
Progress Energy’s nuclear generating fleet. Accordingly, the Joint Applicants 
object to this question on the basis that it is irrelevant to the issues in this 
proceeding and seeks information about companies that are not subject to the 
Commission’s jurisdiction. This document request is also objectionable in that it 
seeks request seeks to elicit information protected by the attorney-client privilege 
and/or attorney work product privilege. 

PERSON RESPONSIBLE: As to Objection - Legal 
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Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-011 

REQUEST: 

Duke Energy CEO Jim Rogers has been quoted in recent media reports as expressing 
concern regarding the approaching decoinniissioiiing of the nation’s first nuclear power 
facilities. Duke’s Form IO-K indicates that the company is facing costs for the 
decorninissioning of some of its own nuclear facilities. Describe, in detail, how the Joint 
Applicants would address any potential cost overruns associated with the 
decornmissioning of any and all of their nuclear facilities. Your description should 
include, at a minimum: 

a. any type or sort of iiisurance arrangements including self-insured retentions and stop 
loss policies; and 

b. at what point the Joint Applicants may call upon the reserves and / or assets of its 
subsidiaries and affiliates ill order to prevent any potential bankruptcy. 

RESPONSE: 

This transaction results in an indirect change of control over Duke Energy Kentucky, and 
thus Duke Energy Corporation will continue to own and operate Duke Energy Kentucky 
upon consurnination of the acquisition of Progress Energy. Accordingly, although this 
question is directed to “Joint Applicants,” it is inapplicable to Progress Energy. The 
question is applicable to Duke Energy Corporation and its affiliated companies, and thus 
the response is made on behalf of those entities. 

Objection. This question is overly broad and unduly burdensome in that it seeks 
information and analysis that is irrelevant to this proceeding and beyond the scope of the 
Cornmission’s jurisdiction. Further, responding to this request causes the Duke 
Companies to engage in speculation and guesswork. Moreover, this question calls for a 
legal opinion regarding regulatory treatment in multiple state ,jurisdictions outside of the 
Commonwealth of Kentucky. Without waiving said objection, to the extent discoverable, 
decommissioning funding levels are determined through the regulatory processes in 
North and South Carolina and are periodically reviewed by those Commissions. Funds 
collected in rates are set aside in a legal trust fund that can only be used for 
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decommissioning. Any deficits or surplus in decommissioning funds set aside in trust 
will be addressed ttirougli regulatory proceedings in North Carolina and South Carolina 
as applicable for Duke Energy Carolinas. 

PERSON RESPONSIBLE: Objection- Legal 

Carl Council 
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Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AGDR-01-012-PUBLIC 

REQUEST: 

A published report indicates that Duke Energy CEO Jim Rogers has filed testimony with 
North Carolina regulators regarding Duke Energy’s proposed Lee Nuclear Station in 
South Carolina. 

a. Provide a copy of that testimony; 

b. Provide an approximate date for when Duke plans to file a petition with the South 
Carolina Public Service Commission seeking permission to build the plant. Include in 
your response whether any potential partners in that plant will also participate in that 
filing; 

c. Provide the estimated MW rating of the plant, if known, together with its latest cost 
projection, and the projected date this plant will come on-line; 

d. State whether Duke will seek to sell one or more shares in the plant and its electrical 
production to other utilities. Provide complete details; 

e. Provide the status of the permitting process with all relevant federal authorities; 

f. Discuss, in detail, how Duke proposes to seek cost recovery for this plant from its 
customers; 

g. Discuss, in detail, whether Duke Energy Kentucky’s ratepayers will be expected to 
contribute (in any manner whatsoever, directly or indirectly) toward the production 
and / or operating costs of this facility. 

h. Provide also: 

(i) an analysis of the impact the assumption of debt associated with this project will 
or may have on the ability of Duke Energy Kentucky , its parent entities and 
affiliates to obtain capital, especially in the event the proposed transaction in the 
instant case should be approved by all relevant regulatory authorities (if none 
has been performed to date, state whether the Joint Applicants will agree to 
provide any such analyses); 
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(ii) copies of any and all presentations to, and correspondence to / from any rating 
agencies regarding any decision or potential decision regarding any such debt 
assumption (if none have occurred to date, state whether the Joint Applicants 
will agree to provide any such presentations and correspondence); and 

(iii)a discussion of any efforts the North Carolina Legislature is undertaking (or may 
undertake) to block the transaction contemplated in the instant filing unless 
Duke Energy agrees to such debt assumption. 

RESPONSE: 

a. 

b. 

C. 

d. 

Objection. This request is irrelevant and beyond the scope of the proceeding. 
Without waiving said objection, Mr. Rogers’ direct, supplemental and rebuttal 
testimony requested is publicly available on the website of the North Carolina 
Utilities Cornmission at 
http://www.ncuc.commerce.state.nc.us/, located in Docket No. E-7, Sub 8 19. 

Objection. This request is irrelevant and beyond the scope of the Commission’s 
jurisdiction and it is also irrelevant in light of Joint Applicants’ response to 
subpart (8) below. Without waiving said objection, a determinative decision as 
to when the Company would make such a filing has not been made, however the 
Company anticipates filing for a Certificate of Environmental Compatibility and 
Public Convenience and Necessity with the Public Service Commission of South 
Carolina close in time to its anticipated receipt of its Combined Construction and 
Operating License froin the U.S. Nuclear Regulatory Commission. Please see the 
direct testimony of Dhiaa M. Jamil, filed in Docket No. E-7, Sub 819, that is 
publicly available on the website of the North Carolina Utilities Commission at 
http://www.ncuc.comerce.state.nc.us/. With respect to the question regarding 
partners, please see the direct, supplemental and rebuttal testimony of Jim Rogers, 
filed in Docket No. E-7, Sub 819, that is publicly available on the website of the 
North Carolina Utilities Commission at http://www.ncuc.comerce.state,nc.us/. 

Objection. This request is irrelevant and beyond the scope of the Commission’s 
jurisdiction and it is also irrelevant in light of Joint Applicants’ response to 
subpart (g) below. Without waiving said objection, with respect to the MW rating 
and projected commercial operation date, please see the direct testimony Dhiaa 
Jamil, filed in Docket No. E-7, Sub 8 19, publicly available on the website of the 
North Carolina IJtilities Commission at http://www.ncuc.commerce.state.nc.us/. 
The latest overnight cost projection for the proposed Lee Nuclear Station is $1 1 
billion. 

Objection. This request is irrelevant and beyond the scape of the Commission’s 
jurisdiction and it is also irrelevant in light of Joint Applicants’ response to 
subpart (g) below. Without waiving said objection, please see the please see the 
direct, supplemental and rebuttal testimony of Jim Rogers, filed in Docket No. E- 
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7, Sub 819, that is publicly available on the website of the North Carolina Utilities 
Commission at http://www.ncuc.cornmerce.state.nc.us/. 

e. Objection. This request is irrelevant and beyond the scope of the Commission’s 
jurisdiction and it is also irrelevant in light of Joint Applicants’ response to 
subpart (g) below. Without waiving said objection, please see the direct testimony 
Dhiaa Jamil, filed in Docket No. E-7, Sub 8 19, publicly available on the website 
of the North Carolina Utilities Commission at 
http ://w ww . ncuc. commerce. st ate. nc.us/. 

See also Duke Energy Carolinas’ response to the NRC’s Request for Additional 
Information No. 2 1 1 at 
http://adamswebsearcb2.nrc.gov/idmws/DocContent.dll?libra~PU~ADAMS %5 
epbntadOl &LogonID=27f4a9febb411 eee26al185a6561985f&id=103440111 

f. Objection. This request is irrelevant and beyond the scope of the Commission’s 
jurisdiction and it is also irrelevant in light of Joint Applicants’ response to 
subpart (g) below. Without waiving said objection Duke Energy Kentucky will 
not seek to include costs for this plant from its customers. 

g. Duke Energy K.entucky will not be expected to contribute toward the production 
and/ or operating costs of this facility. 

h. (i)(ii) Objection. This document request seeks to elicit information protected by 
the attorney-client privilege and/or attorney work product privilege. This request 
is irrelevant and beyond the scope of the proceeding. Duke Energy Kentucky will 
not seek to include costs for this plant from its customers. See AG-DR-01-012 
Attachment (h)(i)(2). 

(iii.) No efforts are known at this time. 

CONFIDENTIAL PROPRIETARY TRADE SECRET 

h.(i)-(ii) This response has been filed with the Commission under a Petition for 
Confidential Treatment. 

PERSON RESPONSIBLE: As to Objection - Legal 
(a)-(e) Christopher M. Fallod James E. Rogers 
(f)(g)(h) William Don Wathen Jr. 
Attachment AG-DR-01- 12(h)(i)(2) James E. Rogers 
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Duke Energy Corporation 
Non-GAAP Financial Measures 
Creating the Leading U.S. Utility 
Ja n U i ~ ~ 1 ~ 0 ~ 2 0  1 1 

___l_l_l__ 

Adjusted Diluted EPS Outlook 

Tlie materials for the Duke Energy and Progress Energy presentation “Creating tlie Leading 1J.S. Utility” on 
January 1 0, 20 1 I include a discussion of Duke Energy’s original forecasted 20 10 adjusted diluted EPS 
outlook range of $1.25-$1.30 per share. Tlie materials also reference the forecasted range of growth of 4%- 
6% in adjusted diluted EPS (on a compound annual growth rate (“CAGR”) basis) for the combined company 
(Duke Energy and Progress Energy) from a base of Duke Energy’s stand-alone adjusted diluted EPS for 
2011“ 

Adjusted diluted EPS is a non-GAAP financial measure as it represents diluted EPS from continuing 
operations attributable to Duke Energy Corporation shareholders, djusted for tlie per-share impact of special 
items and tlie mark-to-market impacts of economic hedges in tlie Commercial Power segment. Special items 
represent certain charges and credits, which management believes will not be recurring on a regular basis, 
although it is reasonably possible such charges and credits could recur. Mark-to-market adjustineiits reflect 
tlie mark-to-market impact of derivative contracts, which is recognized in GAAP earnings immediately as 
such derivative contracts do not qualify for hedge accounting or regulatory accounting treatment, used in 
Duke Energy’s hedging of a portion of the economic value of its generation assets in tlie Commercial Power 
segment. The economic value of tlie generation assets is subject to fluctuations in fair value due to market 
price volatility of the input and output commodities (e.g., coal, power) and, as such, tlie economic liedging 
involves both purchases and sales of those input and output commodities related to tlie generation assets. 
Because tlie operations of the generation assets are accounted for under the accrual method, maiiagemeiit 
believes that excluding the impact of mark-to-market changes of the economic hedge contracts from adjusted 
earnings until settlement better matches tlie fiiiaiicial impacts of tlie hedge contract with the portion of the 
economic value of the underlying hedged asset. Management believes that the presentation of adjusted 
diluted EPS provides useful information to investors, as it provides them an additioiial relevant comparison 
of tlie company’s performance across periods. Adjusted diluted EPS is also used as a basis for employee 
incentive bonuses. 

The most directly comparable GAAP measure for adjusted diluted EPS is reported diluted EPS from 
continuing operations attributable to Duke Energy Corporation common shareholders, which includes the 
impact of special items and tlie mark-to-market impacts of economic hedges in tlie Commercial Power 
segment. Due to tlie forward-looking nature of this noli-GAAP financial measure for future periods, 
information to reconcile it to the most directly comparable G A M  fiiiancial measure is not available at this 
time, as inanagement is unable to project special items or mark-to-market adjustments for future periods. 
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Adjusted Earnings Per Share Accretion in Year One 

The materials for the Duke Energy and Progress Energy presentation “Creating tlie Leading US.  Utility” on 
January 10, 20 1 1 include a discussion of Duke Energy’s assumption that the merger transaction is anticipated 
to be accretive in the first year after closing, based upon adjusted diluted EPS. 

This accretion assumption is a non-GAAP financial measure as it is based upon diluted EPS from continuing 
operations attributable to Duke Energy Corporation shareholders, ad,justed for tlie per-share impact of special 
items and tlie mark-to-market impacts of economic hedges in the Commercial Power segment, as discussed 
above under “2010 Adjusted Diluted EPS Outlook”. Tlie most directly comparable GAAP measure for 
adjusted diluted EPS is reported diluted EPS fiom continuing operations attributable to Duke Energy 
Corporation common shareholders, which includes the impact of special items (including costs-to. achieve 
the merger) and the mark-to-market impacts of economic hedges in tlie Commercial Power segment. On a 
reported diluted EPS basis, this transaction is not anticipated to be accretive due to the level of costs-to- 
achieve the merger. Due to the forward-looking nature of this non-GAAP financial measure for future 
periods, information to reconcile it to the most directly comparable GAAP finaiicial ineasure is not available 
at this time, as management is unable to project special items or mark-to-market adjustments for future 
periods. 

I____ l__l_l__l__l_̂ _l l___._ll--l__l-__--___ 

2010 Forecasted Adjusted Segment EBIT Business Mix 

Tlie materials for the Duke Energy and Progress Energy presentation “Creating the Leading U S .  Utility” on 
January 10, 201 1 include a discussion of Duke Energy’s 2010 forecasted business mix by segment, based 
upon forecasted 20 10 ad.justed segment EBIT. Additionally, the materials include a discussion of tlie pro- 
forma 20 10 forecasted business mix by segment for the combined company. 

The primary performance measure used by management to evaluate segment performance is segment EBIT 
fiom continuing operations, which at the segment level represents all profits from continuing operations 
(both operating and non-operating), including any equity in earnings of unconsolidated affiliates, before 
deducting interest and taxes, and is net of the income attributable to lion-controlling interests. Management 
believes segment EBIT fiom continuing operations, which is tlie GAAP measure used to report segment 
results, is a good indicator of each segment’s operating performance as it represents tlie results of Duke 
Energy’s ownership interests in continuing operations without regard to financing methods or capital 
structures. Duke Energy also uses adjusted segment EBIT as a measure of historical and anticipated fiiture 
segment performance. When used for future periods, ad,justed segment EBIT may also include any amounts 
that may be reported as discontiiiued operations or extraordinary items. 

Adjusted segment EBIT is a lion-GAAP financial measure as it represents reported segment EBIT adjusted 
for tlie impact of special items. Special items represent certain charges and credits which management 
believes will not be recurring on a regular basis, although it is reasonably possible such charges and credits 
could recur. Management believes that tlie presentation of adjusted segment EBIT provides useful 
information to investors, as it provides them an additional relevant comparison of a segment’s performance 
across periods. Tlie most directly comparable GAAP measure for adjusted segment EBIT is reported 
segment EBIT, which represents segment results fiom continuing operations, including any special items. 
Due to the forward-looking nature of this non-GAAP financial measure for 2010 and future periods, 
information to reconcile it to the most directly comparable GAAP financial measure is riot available at this 
time, as management is unable to project special items for future periods. 



Case No. 2011-124 
AG-DR-01-012 h(i)(2) ;~ttacLmcnt 
Page 38 of 41 

Dividend Payout Ratio 

The inaterials for the Duke Energy and Progress Energy presentation “Creating the Leading U.S. Utility” on 
Januaiy 10, 201 1 include a discussion of Duke Energy’s anticipated long-term dividend payout ratio of 65- 
70%, based upon adjusted diluted EPS. This payout ratio is a non-GAAP financial measure as it is based 
upon diluted EPS from continuing operations attributable to Duke Energy Corporation shareholders, adjusted 
for the per-share impact of special items and the mark-to-market impacts of economic hedges in the 
Commercial Power segment, as discussed above under ‘‘20 10 Ad.justed Diluted EPS Outlook”. The most 
directly comparable G A M  measure for adjusted diluted EPS is reported diluted EPS from continuing 
operations attributable to Duke Energy Corporation common shareholders, which includes the impact of 
special items and the mark-to-market impacts of economic hedges in the Commercial Power segment. Due to 
the forward-looking nature of this non-GAAP financial measure for future periods, information to reconcile 
it to the most directly comparable GAAP financial measure is not available at this time, as management is 
unable to project special items or mark-to-market adjustments for future periods. 

Adjusted Operation, Maintenance and Other Expenses 

The inaterials for the Duke Energy and Progress Energy presentation “Creating the L,eading U.S. l-Jtility” on 
January 1 0, 20 1 1 include a discussion of Duke Energy’s projected 20 12 ad.justed operation, maintenance and 
other (O&M) expenses of approximately $6 billion, assuming the merger transaction between Duke Energy 
and Progress Energy is closed by the end of 201 1. Ad+justed O&,M expenses is a non-GAAP firiancial 
measure as it represents reported O&M expenses adjusted for the impact of special items (including 
anticipated costs-to-achieve the Duke Energy and Progress Energy merger). Special items represent certain 
charges and credits, which management believes will not be recurring on a regular basis, although it is 
reasonably possible such charges and credits could recur. 

The most directly comparable GAAP measure for adjusted O&M expenses is reported O&,M expenses, 
which includes the impact of special items. Due to the forward-looking nature of this non-GAAP financial 
measure for future periods, information to reconcile it to the most directly comparable GAAP financial 
measure is not available at this time, as management is unable to project special items for future periods. 
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Progress Energy, Inc. 
Non-GAAP Financial Measures 
Creating the Leading U.S. Utility 
January 10,2011 

Onpoinp Earnings Per Share 

Progress Energy’s management uses ongoing earnings per share to evaluate tlie operations of the company 
and to establish goals for management and employees. Management believes this non-GAAP measure is 
apropriate for understanding the business and assessing-our potential future perfonnance, because excluded 
items are limited to those that we believe are not representative of our fundamental core earnings. Ongoing 
earnings as presented here may not be comparable to similarly titled measures used by other companies. 

Reconciling adjustments from ongoing earnings to GAAP earnings are as follows: 

Coittiitgertt Value Obligation (CVO) Murk-to-Market 
In connection with the acquisition of Florida Progress Corporation, Progress Energy issued 98.6 million 
CVOs. Each CVO represents tlie right of tlie holder to receive contingent payments based on the 
performance of four synthetic fuels facilities purchased by subsidiaries of Florida Progress Corporation in 
October 1999. The CVO liability is valued at fair value, and unrealized gains and losses from changes in fair 
value are recognized in earnings. Progress Energy is unable to predict the changes in the fair value of the 
CVOs, and management does not consider this adjustment to be representative of the company’s 
fundamental core earnings. 

Impairnt ent 
The company has recorded impairments of certain investments of its Affordable Housing portfolio. 
Management believes this ad.justment is not representative of the company’s fhdamental core earnings. 

Plant Retirenteitt Clt urges 
The company recognized charges for the impact of PEC’s decision to retire certain coal-fired generating 
units, with resulting reduced emissions for compliance with the Clean Smokestacks Act’s 20 13 emission 
targets. Since the coal-fired generating units will be retired prior to their estimated useful lives, management 
does not consider these charges to be representative of the company’s fundamental core earnings. 

Cuntulative Prior Period Anjustnteitt Related to Certain Entployee Life Iitsurrince Ben ef ts  
In the fourth quarter of 2009, PEC recorded a cumulative prior period adjustment related to certain employee 
life insurance benefits. Management believes this adjustment is not representative of the company’s 
fundamental core earnings. The prior period adjustment was not material to previously issued or current 
period financial statements. 

Valuation Allowance and Related Net Operating Loss Carry Forward 
Progress Energy previously recorded a deferred tax asset for a state net operating loss carry forward upon the 
sale of Progress Energy Ventures Inc.’s nonregulated generation facilities and energy marketing and trading 
operations. In 2008, the company recorded an additional deferred tax asset related to the state net operating 
loss carry forward due to a change in estimate based on 2007 tax return filings. The company also evaluated 
the total state net operating loss carry forward and partially impaired it by recording a valuation allowance, 
which more than offset the change in estimate. Management does not believe this net valuation allowance is 
representative of the company’s fundamental core earnings. 
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Discontinued Operations 
The company has reduced its business risk by exiting nonregulated businesses to focus 011 the core operations 
of the utilities. Due to disposition of these assets management does not view this activity as representative of 
the company’s fundamental core earnings 
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Duke Energy Corporation 
Available Liquidity Reconciliation 

As of September 30,2010 
(In millions) 

Cash and Cash Equivalents $1,808 

Less: Amounts Held in Foreign Jurisdictions (668) 

$1,140 

Plus: Remaining Availability under Master Credit Facility 2,496 

Total Available Liquidity as of September 30, 2010 (a) $3,636 (approximately $3.6 billion) 

(a) The available liquidity balance presented is a non-GAAP financial measure as it 
represents cash and cash equivalents (excluding amounts held in foreign jurisdictions) 
and remaining availability under the master credit facility. The most directly comparable 
GAAP financial measure for available liquidity is cash and cash equivalents. 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-013 

REQUEST: 

In 2006, Duke’s 630-MW Edwardsport, Indiana coal gasification plant was projected to 
cost $1.6 billioii, but the prqjected price has now risen to approximately $2.88 billion. A 
report published in the January 29, 201 1 edition of the Indianapolis Slur states that 
Duke’s pro.ject engineer for the plant, Beclitel Corp., wrote a letter last fall to Duke, 
which has allegedly now been received by the Indiana Utility Regulatory Commission, 
alleging that Duke was taking “significant risks” with the way it was managing tlie 
project. 

__ I_xI I I _ ~  

a. 

b. 

C. 

Discuss whether DEK ratepayers, in any manner, directly or indirectly, are currently 
contributing (or will be required to contribute) to the costs of the Edwardsport plant, 
including the cost overruns. If so, discuss in detail including a total of costs DEK 
ratepayers have borne to date, and projected future costs they will have to bear; 

Confirm that a group of large industrial customers in Indiana has demanded that Duke 
re-negotiate terms of an agreement over the latest cost overruns. State the results, if 
any, of that re-negotiation; and 

Provide also: (i) an analysis of the impact the cost overruns will or may have on the 
ability of DEK, its parent entities and affiliates to obtain capital, especially in the 
event the proposed transaction in the instant case should be approved by all relevant 
regulatory authorities [if none has been performed to date, state whether the Joint 
Applicants will agree to provide any such analyses]; (ii) copies of any and all 
presentations to, and correspondence to / from any rating agencies regarding cost 
overruns [if none to date, state whether the Joint Applicants will agree to provide any 
such presentations and correspondence when perfonned or conducted]. 

RESPONSE: 

a. Objection. This Interrogatory is overly broad and unduly burdensome. The Joint 
Applicants object to the remainder of the question on the basis that it seeks 
infonnation that is irrelevant to this proceeding. Without waiving said objection, 
cost overruns at tlie Edwardsport Plant will have no impact on Duke Energy 
Kentucky. Duke Energy Kentucky ratepayers are not paying any costs of 
construction for Edwardsport. 
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b. Objection. The Joint Applicants ob,ject to this question as it requests information 
that is beyond the scope of the Commission’s ,jurisdiction and it is also irrelevant 
in light of Joint Applicants’ response to subpart (a) above. 

c. Objection. This docuinent request seeks to elicit information protected by the 
attorney-client privilege and/or attorney work product privilege. The Joint 
Applicants object to the question as it is overly broad and unduly burdensome. 
Moreover, the question is irrelevant in light of Joint Applicants’ response to 
subpart (a) above. Without waiving any objection, cost overruns at the 
Edwardsport Plant will have no impact on Duke Energy Kentucky. 

PERSON RESPONSIBLE: As to Objection - Legal 
111 I____^ _l___l_ Ban-y-lulskamp--- 

2 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-014 

REQUEST: 

The petition, Vol. 1 at p. 8 states: “The transaction . . ~ . will --___---________ enhance and improve ~ _ l l _ l _ _  Duke 
Energy Kentucky’s abilities to obtain capital in support of its business . . . .” 

__ - -- 

a. Do the Joint Applicants thus acknowledge that the contemplated transaction, if 
approved, will indeed have an impact on the company’s abilities to borrow capital? 

b. Do the Joint Applicants also acknowledge that if DEK’s parent entities incur 
significant amounts of debt, this will likely have a negative impact on the DEK’s 
ability to borrow capital at competitive rates? 

RESPONSE: 

a. Post-merger, Duke Energy will maintain strong investment-grade credit ratings. Both 
Moody’s and S&P reviewed the transaction and, on that basis, affirmed the credit 
ratings of Duke Energy and subsidiaries (including Duke Energy Kentucky) on the 
date of tlie merger announcement. 

The new Duke Energy will be tlie largest utility in the LJnited States. Size, scale and 
financial strength are important to investors and should support the ability of Duke 
Energy Kentucky to attract capital on favorable terms, which is a clear benefit to 
customers. Even though Duke Energy Kentucky’s balance sheet will not be directly 
impacted by the merger, it will benefit from the improved financial position of the 
consolidated entity. 

b. Significant increases in debt at the parent company would eventually have a negative 
impact on the credit quality of its subsidiaries. This transaction is being completed as 
a 100% stock transaction and will not involve any transaction-related debt issuances. 

PERSON RESPONSIBLE: Stephen De May 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-015 

FWQUEST: 

The Joint Applicants in Case No. 200.5-00228 stated that LJL,H&P would benefit from the 
new coinpany’s financial strength and access to capital markets. Provide documentation 
that establishes that statement. 

__I-_^ ~ _ _ I _ _ _ _ _ _  - ~ - - _ _ _ _ _ _ _ ~ ^ - _ _ _ _ I _ _ _ _ _ _ - _ _ _ - _  ~ I lll___ 

RESPONSE: 

ULH&P (“Duke Energy Kentucky”) was upgraded by S&P in May of 2007 to A- froin 
BBB. This upgrade resulted froin several changes to the company, most significantly the 
spin-off of the Gas businesses into Spectra Energy. The resulting company was a more 
diversified regulated utility with lower business risk and a very strong balance sheet. A 
two-notch upgrade, such as one that results in a move from ‘BBB’ to ’A-’, increases an 
issuer’s ability to access capital, even in challenging market conditions. 

Since the merger between Duke Energy and Cinergy, Duke Energy Kentucky has issued 
$100 inillion in unsecured taxable 10 year debt at a coupon rate of 4.65% and 
approximately $77 million in variable-rate tax-exempt pollution control bonds. 

PERSON RESPONSIBLE: Stephen De May 





Duke Energy Kentucky 
Case No. 201 1-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-016 

REQUEST: 

The petition-,-r\loI-,-l -at-p: 1-2&ates2,.-the financial-and-credit-profile of the-new-Dulce 
Energy . . . ensure that Duke Energy Kentucky and its customers will be benefited, arid 
not disadvantaged, by this strategic combination.” 

a. Provide copies of any all current bond ratings, credit profiles and / or any and all 
other credit analyses for each of the Joint Applicants, together with any projected 
bond ratings, credit profiles and / or any and all other credit analyses regarding the 
Joint Applicants’ status following the closing of the contemplated transactioii. 

b. In light of the fact that the petition at p. 12 states that “no substantial synergies” are 
expected to result from the contemplated transaction, state, in complete detail, how 
DEK’s ratepayers will “be benefited . . . by this strategic combination.” Please 
provide factual examples, and provide also copies of any and all analyses indicslting 
any and all such benefits. 

RESPONSE: 

a. Objection. This document request seeks to elicit information protected by the 
attorney-client privilege and/or attorney work product privilege. Without waiving 
said objection, see AG-DR-01-016 attachments from S&P and Moody’s. 

b. Objection. This document request seeks to elicit information protected by the 
attorney-client privilege and/or attorney work product privilege. The Joint Applicants 
object to the question as it misquotes the Joint Application. Paragraph 2.5 of the Joint 
Application reads in relevant part: “Due to the geographical disparity of the merging 
Companies in relation to the operation of Duke Energy Kentucky, Duke Energy did 
not assume the existence of any substantial synergies relative to Duke Energy 
Kentucky when it made the decision to merge with Progress Energy.” To the extent 
that the question implies that no synergies benefitting Duke Energy Kentucky’s 
ratepayers will result from the transaction, it is incorrect. Specific examples of the 
potential synergies accruing to the benefit of Duke Energy Kentucky’s ratepayers are 
set forth in the testimony of Jim Rogers (Joint Application, Exhibit J, pp. 15-28), 
William Johnson (Joint Application, Exhibit K, pp. 28-30), Julia S. Janson (Joint 
Application, Exhibit L, pp. 32-40), William Don Wathen Jr. (Joint Application, 
Exhibit M, pp. 6-9) and Jim Stanley (Joint Application, Exhibit 0, pp. 9-1 8). Without 
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waiving said objection, assuming that the Commission approves the merger with 
Progress Energy and that any conditions imposed are reasonable, Duke Energy 
believes that the custoiners of Duke Energy Kentucky will benefit from the merger. 
Duke Energy will become the largest utility in the tJnited States, positioning the 
combined company with size and scale, diversification and operational excellence 
that will be among the foremost in the industry. This will translate into continued 
financial strength and flexibility for dealing with circumstances such as changing 
regulatory requirements, volatility in the capital markets, economic downturns, etc. 

PERSON RESPONSIBLE: Stephen De May 

2 
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MOODY'S 
INVESTOR 5 SERVICE 

Credit Opinion: Duke Energy Corporation 

Globar Credit Research - 11 Jan 2011 

Charloffe, North Carolina, Unifed States 

----_-- .__- 

Ratings 

Category 
Outlook 
lssuer Rating 
Sr Unsec Bank Credit Facility 
Senior Unsecured 
Subordinate SGlf'---- I- 
Commercial Paper 
Duke Energy Carolinas, LLC 
Outlook 
issuer Rating 
First Martgage Bonds 
Senior Secured MTN 
Senior Unsecured 
Preferred Stock 
Duke Energylndiana, Ine 
Outlook 
lssuer Rating 
First Martgage Bonds 
Senior Secured 
Senior Unsecured 
Preferred Stock 

Contacts 

Pnaiyst 
James HempsteadINew York 
William L. HessINew York 

Key Indicators 

[l]Duke Energy Corporation 

(CFO Pre-W/C -t Interest) I Interest Expense 
(CFO Pre-WIC) I Debt 
(CFO Pre-WIC - Dividends) I Debt 
Debt / Book Capitalization 

M o w s  Rating 
Stable 
Baa2 
Baa2 
Baa2 

Stable 
A3 
AI 

(P)AI 
A3 

Baa2 

Stable 
Baal 
A2 
A2 

Baa 1 
Baa3 

Phone 
2 12.553.431 8 
212.553.3837 

LTM3QIO 2009 2008 2007 
5.6 5.4 4.9 6.9 

22% 23% 23% 37% 
16% 16% 17% 28% 
41% 40% 40% 33% 

[ 11 AI1 ratios calculated in accordance with the Regulated Electric and Gas Utilities Rating Methodology using Moody's standard adjustments 

Note. For definifions of Moody's most common ratio ferns please see fhe accompanying User's Guide 

Opinion 

Rating Drivers 

Proposed merger with Progress Energy viewed as overall credit rating neutral, but merger improves longer-term strategic position 

Roughly 75% of business activities represent rate-regulated operations which provide relatively stable and predictable revenues and cash flow, 
and merger with Progress Energy expected to increase closer to 85% 

Historical financial profile strongly positioned company within ratings category but pro-forma merger with Progress Energy, financial metrics will 
decline to be more in-line with Baa2 rating 

Utility subsidiaries are all well positioned within their respective ratings categories, net of specific risk factors, none of which are material 
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enough to pressure individual ratings at this time 

High percentage of parent holding company debt expected to increase with Progress Energy merger, which will influence 2-notch rating 
differential between parent and subsidiaries 

Corporate Profile 

Duke Energy Corporation (Duke: Baa2 senior unsecured I stable outlook) is one of the largest electric utility holding companies in the US, with 
service territories across the Carolinas, Indiana and portions of Ohio and Kentucky Duke owns approximately 35,000 MW's of electric 
generation facilities, a substantial amount of which are coal-fired. Duke also maintains a sizeable non-regulated investment portfolio, which 
includes operations in Latin America and renewable wind-powered projects. Duke is headquartered in Charlotte, North Carolina. 

Recent Developmnts 

On January 10, 201 1. Duke announced a proposed acquisition of a neighboring utility company, Progress Energy Corporation. The merger is 
dependent on regulatory approvals from North Carolina and South Carolina, as well as the Federal Energy Regulatory Commission, the Nuclear 
Regulatory Commission, the Securities and Exchange Commission and the Department of Justice. The transaction is expected to close by 
year-end 201 1. Moody's affirmed the Baa2 senior unsecured ratings and stable rating outlooks for both Duke and Progress Energy. 

SUMMARY RAJING RAJIONALE 

Today, Duke is strongly positioned within its Baa2 senior unsecured rating category, but over the near-term and taking into consideration its 
proposed acquisition of Progress Energy, is more likely to be viewed as only well positioned. Duke is already one of the largest multi-state 
electric utility holding companies in the US, and a majority of its revenues, earnings and cash flows are derived from rate-regulated electric 
utilityoperations, a significant credit positive. 

In addition, Duke's current financial profile is strong compared to a broad peer group of comparable or comparably rated companies. 
Nevertheless, a higher rating is not justified at this time, as we incorporate a view that Duke's financial profile will deteriorate with the merger 
closing of Progress Energy but not materially enough to impact the Baa2 rating. In fact, on a pro-forma combined basis, Duke will still be 
considered well positioned and more in-line with other Baa2 rated peers. 

DETALED W I N G  CONSIDERAJIONS 

Acquisition of Progress Energy net credit rating neutral 

The credit implications associated with the proposed acquisition of Progress Energy are neutral. Both companies have Baa2 senior unsecured 
ratings, but Duke was viewed as being strongly positioned within the ratings category and Progress was viewed as weakly positioned. Both of 
those views are heavily influenced by each company's respective financial profiles. On a pro-forma combined basis, Duke is expected to be 
viewed as being simply well positioned. Nthough the percentage of Duke's rate-regulated business activities should increase to roughly 85% 
from 75% today, a credit positive, its key cash flow to debt rnetrics are expected to fall to the 15% - 16% range from todays 20%+ range. Prior 
to the merger announcement, we had been incorporating a view that Duke's cash flow credit metrics were indeed trending towards this mid- 
teen's level over time, which represented a primary rationale for its Baa2 rating. 

Individual utility subsidiaries all well positioned within respective rating categories 

All of Duke's utility operating subsidiaries - Duke Energy Carolinas (A3 sr. unsec.), Duke Energy Ohio (Baal sr. unsec.), Duke Energy Indiana 
(Baal sr. unsec.) and Duke Energy Kentucky (Baal sr. unsec.) - are well positioned within their respective rating categories. Each utility 
subsidiary is exposed to its own specific credit risk factors, but none of these factors are material enough to pressure the ratings at this time. 
For additional detail associated with the individual utility Subsidiaries, please see their individual credit summaries. 

Diversity of generally supportive regulatory environments adds to credit strength 

Duke's regulated utilities serve portions of North and South Carolina, Ohio, Indiana and Kentucky and the utilities, in turn, are regulated by 
various regulatory commissions for each of those respective states. In general, Moody's views the regulatory authorities in North Carolina, 
South Carolina. Ohio, Indiana and Kentucky as a significant credit positive, in part due to the diversity of the regulatory oversight, but also due to 
the relative support these regulators tend to provide to long-term credit quality. Moody's notes that the only jurisdiction within Duke's service 
territory that attempted some form of material deregulation initiative is Ohio, where this restructuring overhang represents a primary factor 
behind the change in Duke Energy Ohio's rating outlook to stable from positive. 

High percentage of parent holding company debt constrains ratings 

Approximately 20% of Duke total consolidated debt outstanding resides at the parent holding company and Progress has approximately 35% of 
its total debt at the parent holding company. On a pro-forma combined basis, holding company debt as a percentage of total debt is still 
estimated to be around 25% for some time. At this level, we generally consider a 2-notch rating differential between the parent and its 
subsidiaries. 

Coal generating assets vulnerable to significant environmental mandates 

We observe the potential for significant environmental regulations or legislation, especially related to mercury, other hazardous pollutants, water 
usage, air emissions and eventually, carbon dioxide emissions. The expectation for increasingly stringent environmental mandates represents a 
material risk factor for DiJke, partly due to its large coal-fired generating fleet. Combined with the fleet of Progress Energy, Duke should be able 
to improve its longer-term strategic profile with respect to environmental exposures. Both companies have announced some coal-fired plant 
closures, and both are expected to announce additional closures. We also see good operating synergies from a dispatch perspective 
associated with the combined generation fleets. 

Liquidity Profile 

Duke's liquidity profile appears to be relatively sufficient, primarily due to the uniquely low level of debt maturities over the next twelve months. In 
our opinion. incorooratinq an assumption that external financinq will alwavs be available represents a fundamental weakness to the liauiditv 

--l__l_.-.__l-_l__l_...- 1 ~ 1 1  
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Baa 
X 

X 

Baa2 

profile. The entireutility &tor faces'this exposure, and we co&nue to view Duke's liquidiiy profile with some caution. 

As of September 30, 2010 Duke had $2.4 billion available under its $3.14 billion master credit facility, which expires in .lune 2012. In addition, in 
April 2010, Duke and Duke Carolinas had entered into a $200 million four year, unseccJred revolving credit facility. Duke Corp. has a sublimit of 
$300 million, of which $25 million was available at September 30, 2010. Duke Carolinas has no sublimit under the $200 facility. 

The sole financial covenant, under both the master credit facility and the $200 facility, is the maintenance of a maximum 65% consolidated debt- 
to-capital ratio and we understand Duke is comfortably within compliance of this test as of its latest financial statement date, September 30, 
2010. New borrowings require a representation that there has been no default under the facility with respect to that specific borrower; however, 
there are no on-going material adverse change clauses or ratings triggers that would prevent on-going access to funds under the facility. 

Duke has a borrowing sub-limit of approximately $1.1 billion under the $3.14 billion facility" Each subsidiary, in turn, has also been assigned a 
sub-limit for borrowing purposes. 

As of September 30,2010, Duke had approximately $1.8 billion of cash and short-term investments and approximately $450 million of Notes 
Payable and CP outstanding. The company's scheduled debt maturities stand at approximately $294 million in 2011 and $1.7 billion in 2012. 

For the twelve months ended September 2010, Duke produced roughly $5.0 billion of cash flow from operations (CFO); invested $4.7 billion in 
capital expenditures and paid $1.3 billion in common dividends which resulted in approximately $1.1 billion of negative free cash flow (FCF). We 
expect similar amounts of negative FCF over the next few years. These free cash flow deficits are expected to be funded primarily through 
.availablecash~balancesandtheissuance.of.incremental-debt.-.---.--~--~ 

Rating Outlook 

The stable rating outlook incorporates a view that Duke will successfully close on its proposed acquisition with Progress Energy over the next 
twelve months, that the regulatory restructuring in Ohio will be resolved in a constructive manner, that the Indiana situation associated with the 
Edwardsport coal gasification plant will be resolved without materially impacting credit quality and that on a pro-forma combined basis, will 
produce CFO prt+w/c to debt ratios in the mid-teen's range. 

What Could Change the Rating - Up 

Rating upgrades appear unlikely over the near-term, in part due to the execution uncertainty associated with the Progress Energy transaction 
and in part due to our expectations regarding the projected financial metrics. Nevertheless, Duke's ratings could be upgraded to Baal by 
increasing its regulated business activity mix or improving its financial profile to where it can sustainably produce CFO pre-w/c to debt ratios in 
the high teen's range. 

What Could Change the Rating - Down 

Rating downgrades appear unlikely over the near-term, in part due to the pending merger transaction, but mostly due to the solid diversity 
benefits associated with its rate-regulated utility subsidiaries. Ratings could become pressured if the utility subsidiaries enter into a period of 
heightened regulatory contentiousness, which results in subsidiary utility ratings being downgraded In addition, on a pro-forma combined basis 
with Progress, the ratings could be downgraded if Duke's financial profile were to deteriorate, which inCbdeS the production of a CFO pre-wlc 
to debt ratio in the low-teen's range. 

Ba B 

X 

Rating Factors 

Duke Energy Corporation 

P a A  Regulated Electric and Gas Utilities 
Factor 1: Regulatory Framework (25%) 
Factor 2 bbility to Recover Costs and Earn Returns 

Factor 3 Diversification (10%) 
a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) 
Factor 4 Financial Strength, Liquidity and Key Financial 

Metrics (40%) 
a) Liquidity (10%) 
b) CFO pre-WC + Interest / lneterest (7.5%) (3y  Avg) 
c) CFO pre-WC l Debt (7.5%) (3yAvg) 
d) CFO preWC - Dividends I Debt (7.5%) (3yAvg) 
e) Debt I Capitalization or Debt / RAV (7.5%) (3y  

Avg) 
Rating: 
a) Methodology Implied Senior llnsecured Rating 
bl Actual Senior Unsecured Ratina 

(25%) 
X 

X 

X 
X 
X 
X 

A3 

MOODY'S 
INVESTORS SERVICE 

0 201 1 Moody's Investors Service. inc. and/or its licensors and affiliates (collectively, "MoODYS) All rights reserved. 
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CREDIT W I N G S  ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE 

SECIJRITIES. MIS DEFINES CREDIT RISK AS THE RISK T H N  AN ENTITY M W  NOT MEET ITS 
CONTRPCTUPL, RNANCIAL. OBLIGATIONS AS THEY COME DLJE AND ANY ESTIMNED FINANCIAL LOSS 
IN THE R/ENT OF DEFWLT. CREDIT W I N G S  DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT 
NOT LIMITED TO: UQUlDrrY RISK, MARKET VALUE RISK, OR PRICE WWll7/. CREDIT W I N G S  ARE 
NOT STAJEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT W I N G S  DO NOT CONSTITUTE 
INMSTMENT OR flNANClAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDNIONS TO 
PURCHASE, SELL, OR HOLD PARTICULJR SECURITIES. CREDIT W I N G S  DO NOT COMMENT ON THE 
SUITbElUTY OF AN INVESTMENT FOR ANY PARTICULAR INMSTOR. MIS ISSUES ITS CREDIT W I N G S  
W H  THE EXPECTNION AND UNDERSTANDING T H N  E X H  INVESTOR WlLL MAKE ITS OWN STUDY 
AND RIAL.UNION OF EACH SECURlTY THAS IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR 
SA€. 

RELAJIVE FUTURE CREDIT RISK OF ENTKIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-UKE 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED _ _  ~--. BY LAW, INCLUDING BUT NOT LIMITED TO, 
COPYRIGHT LAW. AND NONE OF SUCH INFORMATD1;J'~YBE%OPIED~OR~OTHERWISEREPRODUCED~~ 
REPACKAGED, FURTHER TRANSMTTTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANYSUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORMOR 
MANNER OR BYANY M A N S  WHATSOEVER, BYANY PERSON WITHOUT MOODYS PRIOR WRITTEN 
CONSENT. All information contained herein is obtained by MOODYS from sources believed by it to be accurate and 
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information 
contained herein is provided "AS IS" without warranty of any kind, MOODYS adopts all necessary measures so that 
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be 
reliable, including, when appropriate, independent third-party sources. However, MOODYS is not an auditor and 
cannot in every instance independently veriv or validate information received in the rating process. Under no 
circumstances shall MOODYS have any liability to any person or entity for (a) any loss or damage in whole or in part 
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within 
or outside the control of MQODYS or any of its directors, officers, employees or agents in connection with the 
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever 
(including without limitation, lost profits), even if MOODYS is advised in advance of the possibility of such damages, 
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observations, if any, constituting part of the information contained herein are, and must be construed solely 
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding or selling. NO WARRANFY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, 
TIMELINESS. COMPLETENESS, MERCHANTABILITY OR FKNESS FOR ANY PARTICUM PURPOSE OF ANY 
SlJCH RATING OR OTHER OPINION OR INFORWTION IS GNEN OR MADE BY MOODYS IN ANY FORM OR 
MANNER WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("KO"), hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating 
services rendered by it fees ranging from $1,500 to approximately $2,500,000. K O  and MIS also maintain policies 
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain 
affiliations that may exist between directors of MOO and rated entities, and between entities who hold ratings from MIS 
and have also publicly reported to the SEC an ownership interest in K O  of more than 5%, is posted annually at 
www.moodvs.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder 
Affiliation Policy." 

Any publication into Australia of this document is by MOODYS affiliate, Moody's Investors Service Pty Limited ABN 61 
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided 
only to 'Wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access 
this document from within Australia, you represent to MOODYS that you are, or are accessing the document as a 
representative of, a 'Wholesale client" and that neither you nor the entity you represent will directly or indirectty 
disseminate this document or its contents to "retail clients'' within the meaning of section 761G of the Corporations 
Act 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1. 2010 by Moody% Japan K.K. ("MJKK) 
are MIKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like 
securities. In such a case, "MIS in the foregoing statements shall be deemed to be replaced with "MIKK. MlKK is a 
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K.., which is wholly owned by Moody's 
Overseas Holdings Inc., a wholly-owned subsidiary of MCO. 

http://www.moodvs.com
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This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities 
of the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to 
make any investment decision based on this credit rating. If in doubt you should contact your financial or other 
professional adviser. 





Case No. 2011-124 
AG-DK-01-016 (n.2) attachment 
Page 1 of 4 

MooDuk 
INVESTORS SERVICE 

Credit Opinion: Duke Energy Carolinas, LLC 

Global Credit Research - 13 Jan 2011 

Charloffe, North Carolina, United Stafes 

Ratings 

Category 
Outlook 
Issuer Rating 
First Mortgage Bonds 
Senior Secured MTN -S~~r-Un-ss~-ured~-.- --l_-__lll 

Preferred Stock 
Parent: Duke Energy Corporation 
Outlook 
ksuer Rating 
Sr Unsec Bank Credit Facility 
Senior Unsecured 
Subordinate Shelf 
Commercial Paper 

Contacts 

Analyst 
James HempsteadlNew York 
William L. HesslNew York 

Key Indicators 

[ l]Duke Energy Carolinas, LLC 

(CFO Pre-WIC + Interest) I Interest Expense 
(CFO Pre-WlC) I Debt 
(CFO Pre-WIC - Dividends) I Debt 
Debt I Book Capitalization 

Moows Rating 
Stable 

A3 
A i  

m-- II_ -_ll..-_--ll--l_.. II_ ___ ___Î ..-___I__. 
Baa2 

Stable 
Baa2 
Baa2 
Baa2 

(P)Baa2 
P-2 

Phone 
212.5534318 
212.553 3837 

LTM3Q10 2009 2008 2007 
4.6 5.0 5.5 6.9 

19% 21% 23% 33% 
15% 21% 23% 33% 
40% 42% 44% 40% 

[I] All ratios calculated in accordance with the Regulated Electric and Gas Utilities Rating Wthodology using W ) ' s  standard adjustments 

Note For definitions of Moody's most common ratio terms please see the accompanying User's Guide 

Opinion 

Rating Drivers 

Large, vertically integrated, rate-regulated electric utility serving portions of North and South Carolina, a material credit positive 

Strong financial profile expected to remain intact over near term horizon 

h o d  regulatory relations expected to be maintained 

Risks associated with more stringent environmental legislation constrain ratings 

Corporate Profile 

Duke Energy Carolinas, LLC (Duke Carolinas: A3 issuer rating / stable outlook) is a rate regulated vertically integrated electric utility serving over 
2 million customers in North Carolina and South Carolina. Duke Carolinas is one of the largest electric utilities in the region and owns roughly 20 
GWs of generating capacity, approximately 26% of which is nuclear and 40% is coal-fired. 

Recent Developments 

On January I O ,  201 1, Duke announced a proposed acquisition of a neighboring utility company, Progress Energy Corporation. The merger is 
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dependent on regulatory approvals from North Carolina and South Carolina, as well as the Federal Energy Regulatory Commission, the Nuclear 
Regulatory Commission, the Securities and Exchange Commission and the Department of Justice. The transaction is expected to close by 
year-end 201 1. Moody's affirmed the Baa2 senior unsecured ratings and stable rating outlooks for both Duke and Progress Energy. 

SUMMPRY W I N G  RiUlONPLE 

Duke Carolinas A3 senior unsecured rating reflects a relatively low business and operating risk profile and its strong financial profile. The A3 
senior unsecured rating considers the expectation for more frequent regulatory proceedings in bath the North and South Carolina jurisdictions, 
the challenges of managing a substantial capital investment program and the prospects for more stringent environmental mandates. 

DETNLED W I N G  CONSIDEWIONS 

Duke acquisition of Progress Energy net credit rating neutral 

The credit implications associated with the proposed acquisition of Progress Energy are neutral. Both companies have Baa2 senior unsecured 
ratings, but Duke was viewed as being strongly positioned within the ratings category and Progress was viewed as weakly positioned. Both of 
those views are heavily influenced by each company's respective financial profiles. On a pro-forma combined basis, Duke is expected to be 
viewed as being simply well positioned. Nthough the percentage of Duke's rate-regulated business activities should increase to roughly 85% 
from 75% today, a credit positive, its key cash flow to debt metrics are expected to fall to the 15% - 16% range from today's 20%+ range. Prior 
to the merger announcement, we had been incorporating a view that Duke's cash flow credit metrics were indeed trending towards this mid- 

Business plan fundamentals provide modest insulation to economic challenges 

Duke Carolinas' service area covers about 22, 000 square miles with approximately 2.5 million customers and an estimated population of an 
estimated 6 million in central and westem North Carolina and western South Carolina. The utility is primarily regulated by the North Carolina 
Utilities Commission (NCUC) and the South Carolina Public Service Commission (SCPSC), which we view as a material credit p0sitive.h a 
rate-regulated electric utility, we generally view Duke Carolinas as being somewhat insulated, but not immune, from the recessionary issues 
currently impacting its markets. 

Supportive regulatory environment, a material credit positive 

From a credit perspective, Woody's views Duke Carolinas' regulated business act es positively as these businesses tend to produce 
reasonably stable and predictable revenues and cash flows, on average, over time. In terms of the quality of the regulatory environment, 
Moody's views the support for long term credit quality of the regulatory environments in South Carolina and North Carolina as strong. 

As evidence, we note that on December 7,2009, the NCUC adopted a settlement granting Duke Carolinas a $315 million increase to electric 
base rates and a 10.7% allowed ROE and 52.5% equity component of the capital structure. The rate increase became effective January 1st 
2010 and the settlement prohibits any further base rate increase before January 1, 2012. Though the $315 million rate increase is highly 
favorable to the company, the settlement also includes various negative rate riders. which are designed to mitigate the near-term increases on 
customer's bills. 

The rate riders, while earnings neutral. are viewed as a modest negative from a credit perspective, as there will be negative cash flow 
implications over the near-term regarding Cliffside 6's Construction Work-In-Progress (CWIP) as well as returns to customers for fuel cost 
over-collections and nuclear insurance distributions. Most of the negative rider impacts were experienced in 2010, with only minor effects in 
2011. In 2012, electric rates will include the full allowed increase of $315 million. 

On January 21, 2010, the SCPSC approved Duke Energy Carolinas' Settlement agreement with the Office of Regulatory Staff and South 
Carolina Energy Users Committee. The settlement provides the first base rate increase in South Carolina since 1991 and includes a $74 million 
increase in base rates in 2010,201 1 and 2012 and includes a recovery mechanism for energy efficiency efforts. 

In a manner similar to Duke Carolinas' North Carolina rate order, the SCPSC also included additional items in the settlement, which will help 
lower the total impact of the rate increase to customer bills, The approved rates became effective February 1, 2010. 

In aggregate, Moody's views both the North Carolina and South Carolina rate orders as credit positive for Duke Carolinas. We view the NClJC 
and SCPSC actions to be consistent with a recent trend observed throughout the US; that being utility commissions' reluctance to raise overall 
electric bills for customers during the current economic recession, while attempting to maintain the financial health of the utility. 

Strong financial metrics expected to deteriorate but not at an alarming rate 

Duke Carolinas' strong historical financial credit metrics are expected to decline modestly over the next few years associated with the largely 
debt-financed nature of its capital investment plans.. Over the near-term, sizeable negative free cash flow balances are expected and total debt 
balances should increase. We incorporate a view that Duke Carolinas' ratio of cash flow from operations before working capital adjustments 
(CFO pre-w/c) to debt will remain over 20% and CFO pre-w/c interest coverage will be approximately 5x on a sustainable basis. 

Coal generating assets vulnerable to significant environmental mandates 

We observe the potential for significant environmental regulations or legislation. as a material long term risk affecting Duke Carolinas' 
approximately 7,700 lvMl of coal-fired generating assets.. Moody's incorporates a view that the timing of compliance requirements within any 
potential new legislation is likely to be many years in the future and that the costs associated with any new legislation regarding emissions will 
generally be recovered through rates (either through existing fuel clause pass-through mechanisms or other incremental rate riders). 

Liquidity Profile 

Duke maintains a $3.14 billion &year master credit facility, from which Duke Carolinas may borrow approximately $840 million. Though each 
subsidiary is a part of the parent's master facility and forms the basis of each utility's alternate liquidity, Duke Carolinas also entered into an 
additional $200 million facility with Duke in April 2010. This additional four year, unsecured revolving facility gives Duke a borrowing sublimit of 
$100 million, of which $25 million was available at September 30, 2010. Duke Carolinas has no sublimit under the $200 facility, 

__I__̂  teen's-level-over- timerwhich represented a-primary-rationalefor. its.BaaZ.rating-.----.~.--------- 
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Both the master and $200 million credit facility agreements contain the usual representations and warranties, and includes a single financial 
covenant limiting debt to capital to no more than 65% for any borrower, including Duke Carolinas. As of September 30, 2010, we understand 
Duke Carolinas and Duke were in compliance with this covenant for both facilities. 

As of September 30, 2010, Duke Carolinas had a cash balance of approximately $374 million plus $438 million of available borrowing capacity 
under the $840 million sub limit of the $3.14 billion Duke credit facility. Moody's expects 201 1 cash flow from operations to approach a level of 
approximately $1..6 billion, based on our projection assumptions. Duke Carolinas has no material debt maturities in 2011, but has a $750 million 
maturity in January 2012. Duke Carolinas is not expected to pay an upstream dividend to its ultimate parent Duke in 201 1. However, due to a 
large capital expenditure program, we expect Duke Carolinas have about $1 billion of negative free cash flow for the year, and reliant upon 
external financing. 

Rating Outlook 

The stable rating outlook incorporates a view that Duke Carolinas will maintain reasonably strong financial credit metrics for its rating category, 
including a ratio of CFO pre-wlc to debt in the low to mid-20% range and that its regulatory relationship will continue to support long-term credit 
quality timely recovery of prudently incurred costs and expenses. The stable O t i t ~ ~ k  also considers the challenges associated with more 
stringent environmental regulations and the risks associated with constructing a new coal-fired generating facility. 

what Could Change the Rating - Up 

debt improved to the high 20% range on a sustainable basis. 

what Could Change the Rating -Down 

Rating downgrades COlJld occur if Duke Carolinas' financial profile were to decline more severely, for example to where its ratio of CFO pre wlc 
to debt fell to the high-teen's range for a sustained period of time. In addition, ratings could be downgraded if Duke Carolinas' overall business 
and operating risk profile were to increase, for example, in association with more stringent environmental regulations, or if adverse legal 
proceedings were to permanently harm the company's financial strength, for example, with respect to the litigation surrounding the Cliffside 
coal-fired generating facility currently under construction 

l--l. Rating-upgradescould-materialize-if-Duke-~arolinas-were-to-successfully improve its~overall-financial.profil~to-where.i~.ratio.of.C~O.pre~wlc.~o~ 

Rating Factors 

Duke Energy Carolinas, LLC 

a) Mrket Position (5%) 
- ~ _ _ _  b) Generation and Fuel Diversity (5%) 

Factor 4 Financial Strenath. tiauiditv and Kev Financial - .  . < 

Me t r i a  (40%) 
a) Liquidity (10%) 
b) CFO pre-WC + Interest I lneterest (7.5%) (3yrAvg) 
c) CFO pre-WC I Debt (7.5%) (3yrAvg) 
d) CFO pre-WC - Dividends I Debt (7.5%) (3yr Avg) 
e) Debt I Capitalization or Debt I RAV (7.5%) (3yr 

Rating: 
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Ratings 
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Outlook 
Issuer Rating 
First Mortgage Bonds 
Senior Secured 
Senior Unsecured----‘--- ---__ 
Preferred Stock 
Ult Parent: Duke Energy Corporation 
Outlwk 
lssuer Rating 
Sr Unsec Bank Credit Facility 
Senior Unsecured 
Subordinate Shelf 
Commercial Paper 
Parent: Cinergy Corp. 

Issuer Rating 
Senior Unsecured Shelf 
Subordinate Shelf 
Preferred Shelf 

- -~ 

OlJtlOOk 

Contacts 

Analyst 
James HempsteadlNew York 
William L. Hess/New York 

Key Indicators 

[?]Duke Energylndiana, l n c  

(CFO Pre-WIC + Interest) / Interest Expense 
(CFO Pre-W/C) / Debt 
(CFO Pre-W/C - Dividends) / Debt 
Debt / Book Capitalization 

Mows Rating 
Stable 
Baal 

A2 
A2 

Baal- 
Baa3 

Stable 
Baa2 
Baa2 
Baa2 

-- 

(P)Baa2 
P-2 

Stable 
Baa2 

(P)Baa2 
(PjBaa3 
(P)Bal 

Phone 

212.553.3837 
212.553.4318 

LTM~QIO 2009 2008 2007 

21% 22% 18% 27% 
6.3 5.3 4.5 6.0 

21% 22% 18% 27% 
47% 49% 50% 45% 

[l] All ratios calculated in accordance with the Regulated Electric and Gas Utilities Rating Wthodology using Maody’s standard adjustments 

Nofe. For definitions of Moody’s most common ratio terms please see the accompanying Usei’s Guide 

Opinion 

Rating Drivers 

Stable, rate regulated, vertically integrated electric utility business with constructive regulatory environment 

Good financial profile stability 

Edwardsport project creating near-term risks but expected to be resolved without adverse impact to credit ratings 

Risks associated with more stringent environmental mandates and rising construction costs 

Corporate Profile 
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Duke Energy Indiana lnc. (Duke Indiana, Baa 1 senior unsecured / stable outlook), the largest vertically integrated electric utility in the State of 
Indiana, owns and operates over 7,300 MW of power generating facilities and is regulated primarily by the Indiana Utility RegiJlatOry Commission 
(IURC). 

Recent Events 

On January IO, 201 1, Duke announced a proposed acquisition of a neighbaring utility company, Progress Energy Corporation. The merger is 
dependent on regulatory approvals from North Carolina and South Carolina, as well as the Federal Energy Regulatory Commission, the Nuclear 
Regulatory Commission, the Securities and Exchange Commission and the Department of Justice. The transaction is expected to close by 
year-end 201 1. tibody's affirmed the Baa2 senior unsecured ratings and stable rating outlooks for both Duke and Progress Energy. 

On December 9,2010, Duke Indiana agreed to renegotiate a settlement with interveners regarding the recovery of cost increases associated 
with the construction of a 630 MW Integrated Gasification Combined Cycle (IGCC) base load generating facility (Edwardsport) in Knox County, 
IN. Aprior settlement (but which was also never approved by the IURC) had agreed to the recovery of $2.76 billion (current estimate of total of 
expected costs is $2.88 billion), with a total recoverable cap of $2.975 billion. The prior settlement had also agreed to a 150 basis point ROE 
reduction to costs above the original $2.35 billion recoverable amount. 

Today, body's incorporates a view that the current renegotiation process will ultimately be successful, as compared to litigation; that the 
expected suite of recovery mechanisms will be less favorable; that the overall Indiana regulatory and political environment will remain supportive 
of its large infrastructure companies, and; that the long-term credit implications are most likely to be viewed as a credit neutral event for Duke 

SUMMARY RATING RATIONALE 

Duke Indiana's Baa 1 senior unsecured rating considers the generally stable and predictable cash flow generation from its primarily rate 
regulated business profile as well as an adequate liquidity position. Despite operating in a relatively supportive regulatory environment in Indiana, 
the company's rating is currently constrained by the potential regulations associated with a significant capital expenditure plan related to the 
Edwardsport IGCC facility. 

DETAfLED W I N G  CONSIDERATIONS 

Duke acquisition of Progress Energy net credit rating neutral 

The credit implications associated with the proposed acquisition of Progress Energy are neutral. Both companies have Baa2 senior unsecured 
ratings, but Duke was viewed as being strongly positioned within the ratings category and Progress was viewed as weaWy positioned. Both of 
those views are heavily influenced by each company's respective financial profiles. On a pro-forma combined basis, Duke is expected to be 
viewed as being simply well positioned. Although the percentage of Duke's rate-regulated business activities should increase to roughly 85% 
from 75% today, a credit positive, its key cash flow to debt metrics are expected to fall to the 15% - 16% range from today's 20%+ range. Prior 
to the merger announcement, we had been incorporating a view that Duke's cash flow credit metrics were indeed trending towards this mid- 
teen's level over time, which represented a primary rationale for its Baa2 rating. 

IURC's supportive cost recovery mechanisms underpin stable cash flow generation 

Indiana remains a fully regulated state which utilizes fair-value rate bases, and tends to settle, rather than litigate their regulatory cases. body's 
views Duke Indiana's (roughly $5.3 billion rate base) regulatory environment and suite of cost recovery mechanisms as a material credit 
positive. The IlJRC authorizes an allowed return on equity of approximately 10.50% on a roughly 45% equity capitalization. In addition, Duke 
Indiana is permitted to retain a portion of its margins associated with off-system sales, adjust its fuel costs on a quarteriy basis and recover 
CWIP on its Edwardsport IGCC plant; all of which contribute to reasonably stable and predictable recovery mechanisms.. 

Recent regulatory headlines regarding Edwardsport 

Moody's believes that Duke Indiana's regulatory and political environment and suite of recovery mechanisms are still viewed as a net credit 
benefit, despite the current and ongoing investigations regarding alleged improper contacts between the company and the IURC and the current 
settlement renegotiations which are underway. 

Arecent internal Duke investigation has resulted in several high ranking executive terminations or resignations, including most recently, the 
resignation by Jim Turner, Group Executive, President and Chief Operating Officer of the US. Franchised Electric and Gas business. Moody's 
views both the events leading up to the investigation, as well as the investigation itself, as a serious matter. But from a credit perspective, this 
matter is largely viewed as a material embarrassment to Duke and its Board of Directors. At this time, it is not considered to be a significant 
credit negative. 

Management states that the Edwardsport project is over 70% complete (over 90% with engineering and roughly 50% complete with 
construction), The project was originally expected to be operational in August 2012, but we believe delays are likely. 

Should the settlement provisions be accepted and approved by the IURC. Duke Indiana's near-term regulatory stability will be benefitted, at least 
until hnarch 2012, when the company can file for a base rate proceeding. 

Strong financial profile expected to persist over intermediate-term, despite capital spending 

Duke Indiana's key financial credit metrics have historically been strong for its rating category and have historically averaged around 5 . 0 ~  cash 
flow from operations adjusted for changes in working capital (CFO pre-wlc) to interest and 20% CFO pre-w/c to debt. For the latest twelve 
months ended September 2010, these ratios were Calculated at 6 . 3 ~  and 21%, respectively. Prospectively, Maady's expects a modest 
deterioration in cash flow, where the ratio of CFO pre-wk to debt is expected to fall into the high-teen's range over the next few years, within our 
guidelines for Baal-ratings. 

Forthcoming environmental mandates temper financial benefit of coal-fired assets 

We observe the potential for significant environmental regulations or legislation, especially related to carbon dioxide emissions, as a material 
risk affectinq Duke Indiana's aooroximatelv 5.200 MW of coal-fired aeneratinq assets. 

-Energy-lndiana;-------- ----.----l ---- I___ lll__.l__.._l_______~~-.-~~._.~~- __ 
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Liquidity 

The liquidity profile for Duke Indiana appears to be adequate at this time assuming that there will only be a modest amount ,of upstream 
dividend payments and no material debt maturities in 2011. We believe the over-all liquidity profile for Duke Indiana's parent, Duke, is more 
appropriately viewed as sufficient, due to a relatively low level of maturities over the next twelve months. Each subsidiary is a part of the parent's 
master facility and forms the basis of each utility's alternate liquidity. Duke maintains a $3.14 billion Syear master credit facility, from which 
Duke Indiana may borrow up to $450 million. The credit facility agreement contains !he usual representations and warranties, and includes a 
single financial covenant limiting debt to capital to no more than 65% for any borrower, including Duke Indiana Ps of September 30,2010, we 
understand Duke Indiana and Duke were in compliance with this covenant. 

As of September 30, 2010, Duke Indiana had $121 million in cash or cash equivalents, and $190 million in receivables loaned to the utility 
money pool. Duke Indiana had around $219 million of available borrowing capacity under the $450 million sublimit of the $3.14 billion Duke 
credit facility. Moody's expects 201 1 cash flow from operations to approach a level of approximately $700 million, based on our projection 
assumptions. 

Rating Outlook 

The stable rating outlook for Duke Indiana is based on the vertically integrated, rate regulated nature of the company's operations which 
translates into relativelystable and predictable cash flows that are in-line with its current rating level. Moody's incorporates a view that Duke 
Indiana-will-be-reasonably successful-in~maintaining-key-financial~credit-metrics~of.alm~t.5x.CF-0.pr~w/c.inBrestcoverage.and.roughly.20.% 
CFO pre-wlc to debt over the near to intermediate term horizon, down from previous levels, but still in-line with its Baal unsecured rating. 

What Could Change the Rating - Up 

Asteady improvement to the key financial credit metrics could lead to ratings upgrade. This would include the ratio of CFO-wlc to debt of 
approximately 25% and CFO-wlc interest coverage of over 5x, on a sustainable basis. 

What Could Change the Rating - Down 

The rating for Duke Indiana could be pressured down if the cost recovery supportiveness of the IURC were to decline in a meaningful way, or if 
future carbon legislation was to be especially punitive to the companvs operations and financial profile. Asustained reduction of CFO-wlc to 
debt to the low teen's or CFO-wlc to interest coverage closer to 3 Ox would be negative for the credit, as well. 

Rating Factors 

Duke Energy Indiana, Inc 

Regulated Electric and Gas Utilities 
Factor 1: Regulatory Framework (25%) 
Factor 2: Ability to Recover Costs and Earn Returns 

Factor 3 Diversification (10%) 
a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) 
Factor 4: Financial Strength, Liquidity and Key Financial 

Metrics (40%) 
a) Liquidity (10%) 
b) CFO pre-WC + Interest / lneterest (7.5%) (3yAvg) 
c) CFO pre-WC I Debt (7 5%) (3yAvg) 
d) CFO pre-WC - Dividends l Debt (7.5%) (3yrAvg) 
e) Debt / Capitalization or Debt / RAV (7.5%) (3yr 

(25%) 

Rating: 
a) Methodology Implied Senior Unsecured Rating 
b) Actual Senior Unsecured Rating 
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and have also publicly reported to the SEC an ownership interest in MCO of more than 5%. is posted annually at 
w.moodvs.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder 
Affiliation Policy." 

Any publication into Australia of this document is by MOODYS affiliate, Moody's Investors Service Pty Limited ABN 61 
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided 
only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access 
this document from within Australia, you represent to MOODYS that you are, or are accessing the document as a 
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations 
Act 2001" 

Notwithstanding the foregoing, credit ratings assigned on and afler October 1,2010 by Moody's Japan K K. ("MIKK") 
are MIKKs current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like 
securities. In such a case, "MIS in the foregoing statements shall be deemed to be replaced with " M J K K .  MJKK is a 
wholly-owned credit rating agency subsidiary of Mxdy's Group Japan G.K., which is wholly owned by Moody's 
Overseas Holdings Inc., a wholly-owned subsidiary of K O .  

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities 
of the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to 
make any investment decision based on this credit rating. if in doubt you should contact your financial or other 
professional adviser. 

http://w.moodvs.com
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Credit Opinion: Duke Energy Kentucky, Inc. 

Global Credit Research - 13 Jan 2011 

Kentucky, Unifed Sfafes 

Ratings 

Category 
Outlook 
Senior Secured Shelf 
Senior Unsecured 
Jr-Subordinate Shelf-- 
Ult Parent: Duke Energy Corporation 
Outlook 
Issuer Rating 
Sr 1Jnsec Bank Credit Facility 
Senior Unsecured 
Subordinate Shelf 
Commercial Paper 
Parent: Cinergy Cop. 
Outlook 
Issuer Rating 
Senior Unsecured Shelf 
Subordinate Shelf 
Preferred Shelf 
Parent: Duke Energy Ohio, Inc 
Outlook 
Issuer Rating 
First Mortgage Bonds 
Senior Unsecured 

Contacts 

Pnalyst 
James HempsteadINew York 
William L HessINew Yark 

Key Indicators 

[IIDuke EnergyKentuw Inc 

(CFO Pre-WIC + Interest) / Interest Expense 
(CFO Pre-WIC) I Debt 
(CFO Pre-W/C - Dividends) I Debt 
Debt I Book Capitalization 

Moody's Rating 
Stable 

Stable 
Baa2 
Baa2 
Baa2 

(P)Baa2 
P-2 

Stable 
Baa2 

(P)Baa2 
(P)Baa3 
(P)Bal 

Stable 
Baa 1 
A2 

Baa 1 

Phone 

212.553 3837 
2 12.553.43 1 a 

LTM3Q10 2009 2008 2007 
7.1 7.1 4.6 5.7 

30% 30% 20% 27% 
30% 30% 14% 27% 
38% 39% 45% 41% 

[l] All ratios calculated in accordance with the Regulated Electric and Gas Utilities Rating &thodology using Moody's standard adjustments 

Note For definifions of Moody's most common ratio terms please see the accompanying User's Guide 

Opinion 

Rating Drivers 

Relationship to Duke Energy and Duke Ohio a credit positive 

Historically supportive regulatory and legislative environment 

Stable financial profile and relatively strong credit metrics 

Corporate Profile 
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Duke Energy Kentucky, Inc. (Duke Kentucky, Baal / stable outlook), is a wholly owned subsidiary of Duke Energy Ohio (Duke Ohio, Baa1 / 
positive outlook) and ultimate parent, Duke Energy Corp. (Duke Corp, Baa2 /stable outlook). Duke Kentucky is a vertically integrated electric 
and gas utility company that owns and operates approximately 1,100 megawatts (Mvlls) of regulated generation facilities and delivers electricity 
to around 130,000 electric customers in northem Kentucky. Duke Kentucky is regulated primarily by the Kentucky Public Service Cornmission 
(KYPSC). 

Recent Events 

On January 10, 2011. Duke announced a proposed acquisition of a neighboring utility company, Progress Energy Corporation. The merger is 
dependent on regulatory approvals from North Carolina and South Carolina, as well as the Federal Energy Regulatory Commission, the Nuclear 
Regulatory Commission, the Securities and Exchange Cornmission and the Department of Justice. The transaction is expected to close by 
year-end 2011. Moody's affirmed the Baa2 senior unsecured ratings and stable rating outlooks for both Duke and Progress Energy. 

Rating Rationale 

The Baal senior unsecured rating for Duke Kentucky reflects the low business risk profile of the company's rate regulated operations in a 
generally supportive regulatory environment. Duke Kentucky's rating also incorporates a reasonably strong financial profile which Maody's 
expects to remain over the near-term, despite its capital expenditure program and prospects for more stringent environmental mandates 

- - - - - . D ~ ~ L E D - ~ I N G . C O N S I D E R A T _ I O N S _ _ ~ _ _ _  

Duke acquisition of Progress Energy net credit rating neutral 

The credit implications associated with the proposed acquisition of Progress Energy are neutral. Both companies have Baa2 senior unsecured 
ratings, but Duke was viewed as being strongly positioned within the ratings category and Progress was viewed as weakly positioned. Both of 
those views are heavily influenced by each company's respective financial profiles. On a pro-forma combined basis, Duke is expected to be 
viewed as being simply well positioned. Although the percentage of Duke's ratwegulated biJSineSS activities should increase to roughly 85% 
from 75% today, a credit positive, its key cash flow to debt metrics are expected to fall to the 15% - 16% range from today's 20%+ range Prior 
to the merger announcement, we had been incorporating a view that Duke's cash flow credit metrics were indeed trending towards this mid- 
teen's level over time, which represented a primary rationale for its Baa2 rating. 

Relatively low business risk profile in a generally supportive regulatory environment 

We view the business profile of Duke Kentucky to be relatively low and somewhat insulated, but not immune from recessionary issues currently 
impacting its markets given the company's rateregulated operations. As a regulated utility, Duke Kentucky has traditionally enjoyed a 
reasonably supportive relationship with the KYPSC, in our opinion, which includes recovery mechanisms that are supportive to credit as they 
allow relatively consistent and timely recovery of prudently incurred costs and investments. 

On December 29, 2009, Duke Kentucky received approval for a $13 million increase in natural gas revenues from the KYPSC. The $13 million 
amount represents a 10.4% rate increase, roughly 75% of what the company had proposed. The settlement approval also prevents Duke 
Kentucky from filing another gas rate case until July 201 1. We view the approved settlement to be positive for Duke Kentucky's financial profile 
and find it to be consistent with our view of the relatively supportive nature of the Kentucky regulatory environment. 

Financial performance expected to decline somewhat over the near-term amidst industry challenges 

For the latest twelve months ended September 2010, Duke Kentucky's metrics are strongly positioned in the Baal rating category. With cash 
flow from operations before working capital adjustments (CFO pre-w/c) to debt at roughly 30% and CFO pre-wlc to interest coverage 
approximately 5.5x, the company compares favorably to its Baal peers. 

Prospectively, we expect these metrics to decline modestly in light of additional debt being used to finance the majority of the company's capital 
investments, as is the case for the industry in general, due to the significant expansion initiative being implemented by the sector. We expect 
Duke Kentucky's ratios to remain in the high teen's for CFO pre-w/c to debt and over 4 . 0 ~  CFO pre-w/c to interest over the intermediate-term. 

Increasingly stringent environmental mandates constrain the rating 

Although not heavily invested in generating assets, the implementation of carbon legislation will most likely have a negative effect on the 
profitability of Duke Kentucky and its 1,100 Mvlls of coal-fired generation assets. However, W d s  takes the view that such legislation will be 
many years in the future and that the costs associated with any new legislation regarding emissions will generally be recovered through rates 
(either through existing fuel clause pass-through mechanisms or other incremental rate riders), and as such, is not incorporated in the Baal 
rating or stable outlook at this time. 

Liquidity 

The liquidity profile for Duke Kentucky appears to be adequate at this time. We believe the over-all liquidity profile for Duke Kentucky's ultimate 
parent, Duke, is sufficient, due to the uniquely immaterial maturity profile of the family for 201 1. Each subsidiary is a part of the parent's master 
facility and forms the basis of each utility's alternate liquidity. Duke maintains a $3.14 billion Syear master credit facility, from which Duke 
Kentucky may borrow up to $100 million. The credit facility agreement contains the usual representations and warranties, and includes a single 
financial covenant limiting debt to capital to no more than 65% for any borrower, including Duke Kentucky. 

As of September 30,2010, Duke Kentucky had a cash balance of approximately $57 million plus the full amount of its $100 million sub limit of 
the $3.14 billion Duke credit facility. Duke Kentucky has been a net lender into the Duke money pool over the past couple years; the amount of 
money pool receivables, due to Duke Kentuckyfor September 30, 2010 is $44 million. 

Rating Outlook 

The stable rating outlook for Duke Kentucky incorporates the expected credit metrics in the high-teens range for CFO-w/c to debt and 4 . 0 ~  - 
5 . 0 ~  CFO-w/c to interest coverage, as it faces challenges associated with its, primarilydebt financed, capital spending program. The outlook 
also incorporates a view that the company will continue to receive timely and sufficient rate relief from the KPSC. 
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What Could Change the Rating - Up 

An upgrade to Duke Kentucky‘s parent, Duke Ohio, combined with a sustained improvement of credit metrics. to over 20% CFO pre-wlc to debt 
and 5 . 0 ~  CFO pre-w/c to Interest coverage, could help position the company for a ratings upgrade. 

Mat Could Change the Rating - D o m  

Asignificant increase to the capital expenditure plans of the company, difficulty in the company’s ability to recover regulated costs on a timely 
basis and/or the sustained reduction of CFO ore-w/c to debt to the low-to mid-teen’s or a reduction to CFO pre-w/c interest coverage to below 
4 .0~  could pressure the ratings downward 

Baa 
-X- 
X 

X 

X 

Baal 
Baal 

Rating Factors 

Ba __. 

X 

Duke Energy Kentucky, Inc 

B 
- 

Regulated Electric and Gas Utilities 
FZ%Fl: RS$jiilaE5f$iFEiimrk (25%) -l___l-~l__l-- 
Factor 2: Ability to Recover Costs and Earn Returns 

Factor 3 Diversification (10%) 
a) Market Position (5%) 

Factor 4 Financial Strength, Liquidity and Key Financial 
Metric; (40%) 

a) Liquidity (10%) 
b) CFO pre-WC + Interest / lneterest (7 5%) (3yrAvg) 
c) CFO pre-WC / Debt (7 5%) (3yrAvg) 
d) CFO pre-WC - Diwdends / Debt (7 5%) (3yrAvg) 
e) Debt / Capitalization or Debt / RAV (7 5%) (3yr 

Rating: 
a) Wthodology Implied Senior Unsecured Rating 
b) Actual Senior Unsecured Rating 

-- 

(25%) 

Avg) 

MOODY’S 
INVESTORS SERVICE 

0 201 1 Moody’s Investors Service, Inc and/or its licensors and affiliates (collectively, ”MOODYS”). All rights reserved 

CREDIT W I N G S  ARE MOODY’S INVESTORS SERWCE, INC.3 (“MIS”) CLJRRENT OPINIONS OF THE 
RELATIVE FUTURE CREDIT RlSK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 
SECURITIES. MIS DEFINES CREDIT RlSK AS THE RISK T H N  AN ENTITY M N  NOT MEET ITS 
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ALL INFORMATION CONTMNED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, 
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR 
MANNER OR BY ANY MUWS WHATSOEVER, BY ANY PERSON WITHOlJT MOODYS PRIOR WRITTEN 
CONSENT. All information contained herein is obtained by MOODYS from sources believed by it to be accurate and 
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information 
contained herein is provided “AS IS” without warranty of any kind. MOODYS adopts all necessary measures so that 
the information it uses in assigning a credit rating is of sufficient quality and from sources body’s considers to be 
reliable, including, when appropriate, independent third-party sources. However, MOODYS is not an auditor and 
cannot in every instance independently verify or validate information received in the rating process. Under no 
circumstances shall MOODYS have any liability to any person or entity for (a) any loss or damage in whole or in part 
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caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within 
or outside the control of MOODYS or any of its directors, officers, employees or agents in connection with the 
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever 
(including without limitation, lost profits), even if MOODYS is advised in advance of the possibility of such damages, 
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observations, if any, constituting part of the information contained herein are, and must be construed solely 
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding or selling. NO W A F t R M ,  EXPRESS OR IMPLIED, AS TO THE ACCURACY, 
TIMELINESS. COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PAFtTlCUIAR PURPOSE OF ANY 
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODYS IN ANY FORM OR 
MANNER WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of W y ' s  Corporation ("MCO"). hereby discloses that most 
issiiers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating 
services rendered by it fees ranging from $1,500 to approximately $2,500,000. K O  and MIS also maintain policies 
and procedures to address-the-independence-of-MISs'ratings-and-ratingprocessesrlnfo~ation-rega~ing-certain~ 
affiliations that may exist between directors of K O  and rated entities, and between entities who hold ratings from MIS 
and have also publicly reported to the SEC an ownership interest in K O  of more than 5%, is posted annually at 
w.moodvs.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder 
Aftiliation Policy." 

lll____~__~l_ 

Any publication into Australia of this document is by MOODYS affiliate, Moody's Investors Service Pty Limited ABN 61 
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided 
only to 'twholesale clients" within the meaning of section 761G of the Corporations Act 2001 By continuing to access 
this document from within Australia, you represent to MOODYS that you are, or are accessing the document as a 
representative of, a 'twholesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations 
Act 2001" 

Notwithstanding the foregoing, credit ratings assigned on and afler October 1, 2010 by Moody's Japan K.K. ("MJKK") 
are MJKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like 
securities. In such a case, "MIS in the foregoing statements shall be deemed to be replaced with "MJKK". MIKK is a 
wholly-owned credit rating agency subsidiary of W y ' s  Group Japan G.K., which is wholly owned by Moody's 
Overseas Holdings Inc., a wholly-owned subsidiary of K O .  

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities 
of the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to 
make any investment decision based on this credit rating. If in doubt you should contact your financial or other 
professional adviser. 

http://w.moodvs.com
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Cincinnati, Ohio, United States 

Ratings 

Category 
Outlook 
Issuer Rating 
First hrbrtgage Bonds 

Ult Parent: Duke Energy Corporation 
Outlook 
Issuer Rating 
Sr Unsec Bank Credit Facility 
Senior Unsecured 
Subordinate Shelf 
Commercial Paper 
Parent: Cinergy Corp. 
Outlook 
Issuer Rating 
Senior Unsecured Shelf 
Subordinate Shelf 
Preferred Shelf 
Duke Energy Kentucky, Inc 
Outlook 
Senior Secured Shelf 
Senior Unsecured 
.Ir Subordinate Shelf 

.II_ Senior-Unsecured- 

Contacts 

Analyst 
James HempsteadlNew York 
William L. HesslNew York 

Key Indicators 

[l]Duke EnergyOhio, Inc 

(CFO Pre-W/C + Interest) / Interest Expense 
(CFO Pre-W/C) / Debt 
(CFO Pre-WIC - Dividends) I Debt 
Debt I Book Capitalization 

M w s  Rating 
Stable 
Baal 

A2 
Baal .l_-l___l________l_ 

Stable 
Baa2 
Baa2 
Baa2 

(P)Baa2 
P-2 

Stable 
Baa2 

(P)Baa2 
(P)Baa3 
(P)Bal 

Stable 

Baal 
(P)Baa2 

(P)fQ 

Phone 
212.553.4318 
2 12.553.3837 

LTM3Q10 2009 2008 2007 
7.5 7.2 5.5 6.5 

29% 30% 25% 33% 
29% 18% 18% 27% 
30% 29% 27% 24% 

[ l ]  All ratios calculated in accordance with the Regulated Electric and Gas Utilities Rating Methodology using Moody's standard adjustments 

Note" For definitions of Moody's most common ratio terms please see the accompanying User's Guide 

Opinion 

Rating Drivers 

Energy Security Plan provides regulatory clarity, but only through 2011 - the negotiations regarding the next Standard Service Offer structure 
has already commenced 

Recessionary climate in Ohio remains a concern, and low power prices depresses margins and encourages customer switching 

Traditional transmission and distribution system viewed as a material credit positive 
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Strong near-term financial metrics and adequate liquidity profile 

Managing upstream dividend policy and financing of negative free cash flow balances 

Corporate Profile 

Duke Energy Ohio, Inc. (Duke Ohio, Baal senior unsecured I stable outlook) is a vertically integrated electric and gas utility providing service to 
over 2 million people in southwestem Ohio. Asubsidiary, Duke Energy Kentucky, Inc. (Duke Kentucky, Baal sr. unsecured /stable outlook), 
serves an adjacent area in Kentucky. Duke Ohio is one of two principal utility subsidiaries of Cinergy Corp. (Cinergy, Baa2 senior unsecured / 
stable outlook), an intermediate subsidiary holding company of parent Duke Energy (Duke, Baa2 issuer rating /stable outlook). Duke Ohio is 
regulated by the Public Utility Commission of Ohio (PUCO) and owns approximately 5,100 W s  of reglllated generating capacity and 3,600 
MvV of unregulated generation capacity. 

Recent Developments 

On January 10,2011, Duke announced a proposed acquisition of a neighboring utility company, Progress Energy Corporation. The merger is 
dependent on regulatory approvals from North Carolina and South Carolina, as well as the Federal Energy Regulatory Commission, the Nuclear 
Regulatory Commission, the Securities and Exchange Commission and the Department of Justice. The transaction is expected to close by 
year-end 201 1. Moody's affirmed the Baa2 senior unsecured ratings and stable rating outlooks for both Duke and Progress Energy, 

In preparationi'fbrthe20 1 l~year-end~e~iration-ofDuke-Ohio'sthree year-Energy-Security-Plan-(ESP)ithe-company-~led-a-Market.Rate.Offer-- 
(MRO) plan with PUCO in mid November 2010. The plan envisions a transition of generation revenues to market-based pricing. Feedback from 
the PUCO staff, given on December 8, 2010 recommended the continuation of some form of ESP, which follows a more tradional method of 
regulating customer electric charges, revenues and cash flow 

While Moody's incorporates a view that an MRO, an ESP, or some modification of either plan will ultimately be beneficial to the financial profile 
of the company, there is currently a lack of clarity to determine what effects such plan will have on Duke Ohio's overall credit profile at this time. 
As a result, Moody's has stabilized the outlook of Duke Energy Ohio's credit rating and will monitor further developments as they take place 
throughout 2011. 

SUMMARY RATING RATIONU 

The Baal senior unsecured rating considers the intermediate-term regulatory stability and certainty associated with cost and investment 
recovery through 201 1 and beyond. These regulated recoveries are expected to produce robust financial credit metrics that will continue to 
position Duke Ohio well within its Baal rating category. Duke Ohio's liquidity profile appears adequate with only modest near-term debt 
maturities; however, the liquidity profile begins to weaken when incorporating expected upstream dividends to its parent. The rating considers 
the material recessionary pressures currently being experienced in Ohio and the prospects for increasingly stringent environmental mandates. 
Duke Ohio's near-term financing plans associated with its projected negative free cash flow balances and upstream dividend policies are 
modest rating constraints at this time 

DETAlLED RATING CONSIDERNIONS 

Duke acquisition of Progress Energy net credit rating neutral 

The credit implications associated with the proposed acquisition of Progress Energy are neutral. Both companies have Baa2 senior unsecured 
ratings, but Duke was viewed as being strongly positioned within the ratings category and Progress was viewed as weakly positioned. Both of 
those views are heavily influenced by each company's respective financial profiles. On a pro-forma combined basis, Duke is expected to be 
viewed as being simply well positioned. Mthough the percentage of Duke's rate-regulated business activities should increase to roughly 85% 
from 75% today, a credit positive, its key cash flow to debt metrics are expected to fall to the 15% - 16% range from today's 20%+ range. Prior 
to the merger announcement, we had been incorporating a view that Duke's cash flow credit metrics were indeed trending towards this mid- 
teen's level over time, which represented a primary rationale for its Baa2 rating. 

Duke Ohio's ESP provides good regulatory clarity, for now, but next round of refinements underway 

At the time, the December 2008 approval of Duke Ohio's Energy Security Plan (ESP) was viewed positively by Moody's, as i t  provided 
significant insight into revenue and cash flow generation through 2011. From a credit perspective, we expect a similar resolution for the next 
edition of restructuring going into 20 12, but we also acknowledge a higher level of uncertainty as the negotiations get underway. 

The current ESP provided some clarity over the recovery of generation related rates and other cost recovery items such as for fuel and 
purchased power, environmental expenditures, capacity purchases, SmartGrid investments, Save-a-Watt and economic development costs. 
These various cost recovery riders are examples of specific recovery mechanisms beyond base rates that allow the company to maintain its 
relatively strong financial performance over the next few years. 

Retail choice introducing some headwinds 

The Ohio market structure allows for retail choice among generation suppliers. While 100% of Duke Ohio's customers remain as customers of 
the T8D operations, approximately 30% has elected to switch generation providers, as of September 2010. Roughly two-thirds of these 
switched customers elected to receive generation services from Duke's marketing company, an affiliate of Duke Ohio and a subsidiary of 
Cinergy. The margins associated with these services are lower than the margins Duke Ohio enjoys from its non-switched customers. From a 
credit perspective, the loss of these customers negatively impacts Duke Ohio but does not appear sufficient enough at this time to have any 
implication on our positive rating outlook. We will continue to monitor the evolving market development and restructuring plans in Ohio.. 

Strong financial performance should continue 

Duke Ohio continues to exhibit financial metrics commensurate with the Moody's A3 rated integrated utility peer group, and maps to the Arating 
category according to the Regulated Electric and Gas Utilities rating methodology published in August 2009. Over LTM 3Ql0, Duke Ohio has 
reported very strong cash flow metrics of nearly 30% CFO pre-WC / Debt. 

__ _ _ _ ~  
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Regulated Electric and Gas Utilities 
Factor I: Regulatory F r a m m r k  (25%) 
Factor 2: Pbility to Recover Costs and Earn Returns 

Prospectively, Moody's expects Duke Ohio to continue producing CFO based metrics in the Arating category, albeit somewhat lower than the 
robust levels shown during LTM 3Q 10. Given the economic conditions in Ohio, switching implications and lower customer demand (and 
pricing), we expect to see CFO pre-WC + Interest l Interest of about 5 Ox and CFO pre-WC l Debt nearing 25% over the intermediate term. 

Modest negative free cash flows will need to be addressed 

Duke Ohio may experience some relatively sizeable negative free cash flows over the next few years which will need to be carefully addressed. 
Assuming Duke Ohio is successful in producing cash flows of roughly $750 million, and capital investments averaging roughly $600 million - 
$700 million annually, the negative free cash flow position will be directly impacted by the amount of any upstream dividends. With the current 
ESP, the company should continue to recover system reliability and transmission costs as they have in the past, while implementing new riders 
for specific distribution investments that will cause capital investments to increase over the next several years, a credit positive. Duke Ohio's 
annual up-stream dividends averaged approximately $190 million over the past 5 years, approximately $150 million over the past 3 years but 
totaled $200 million in 2008. For the twelve months ended September 2010, Duke Ohio made no upstream dividend payments. Based on the 
customer switching impacts on Duke Ohio's financials, the upstream dividend policy could be reviewed. 

Potential divestiture of non-regulated natural gas generation 

Duke Ohio has authority to evaluate various strategic alternatives with respect to its 3,600 M ' s  of non-regulated natural gas generation -the 
DENAassets that were transferred (at book value) to Duke Ohio commensurate with the Cinergy merger. Any potential monetization proceeds 

~~~ could help fund a portion of the negative fret? cash flow the company may experience in the near future or fund additional capital improvements 
or provide a s p e c i a ~ ~ ~ d e n d o ~ ( ~ ~ l i i ~ ~ t i t i i T S j i ~ a l l ~ t h ~ ) ~ W ~ ~ i e ~ t h ~ - p ~ t e n t i a l - s a l e - o f s o m e ; o r a l l ; o f - D u k e - O h i o ' s - ~ ~ - ~  
3,600 MvV gas units as a credit positive, assuming that a material portion of the proceeds wouid be utilized to support a continuation of the 
strong financial metrics of the company. We do not consider goodwill impairments as a material credit event. 

Coal generating assets vulnerable to significant environmental mandates 

We observe the potential for significant environmental regulations or legislation, especially related to carbon dioxide emissions, as a material 
risk affecting Duke Ohio's coal-fired generating assets. Moody's incorporates a view that the timing of compliance requirements within any 
potential new regulation or legislation may be many years in the future and that the costs associated with any new mandates will generally be 
recovered through rates (either through existing fuel clause pass-through mechanisms or other incremental rate riders). 

Liquidity 

The liquidity profile for Duke Ohio appears to be adequate at this time assuming that there will only be a modest amount of upstream dividend 
payments. We believe the over-all liquidity profile for Duke Ohio's parent, Duke, is sufficient given the modest amount of maturities over the 
near-term. Each subsidiary is a part of the parent's master facility and forms the basis of each utility's alternate liquidity. Duke maintains a $3.14 
billion 5-year master credit facility, from which Duke Ohio may borrow up to $650 million. The credit facility agreement contains the usual 
representations and warranties, and includes a single financial covenant limiting debt to capital to no more than 65% for any borrower, including 
Duke Ohio. As of September 30, 2010, we understand Duke Ohio and Duke were in compliance with this covenant. 

As of September 30, 2010, Duke Ohio had a cash balance of approximately $285 million (excluding Duke Kentucky's approximate $57 million of 
cash) plus $566 million of available borrowing capacity under the $650 million sub limit of the $3.14 billion Duke credit facility" W y ' s  expects 
2011 cash flow from operations to approach a level of approximately $700 million, based on our projection assumptions. Duke Ohio has no 
material debt maturities over the next twelve months, and is only expected to pay a modest, if any, upstream dividend to its ultimate parent 
Duke.. 

Rating Outlook 

The stable rating outlook reflects a relative stability with respect to the regulatory environment in Ohio, following the approval of the company's 
ESP by the PUCO and considering the prospects for the next round of restructuring. The outlook also reflects our expectation that Duke Ohio 
will continue to generate strong financial credit metrics over the near to intermediate term horizon and have continued access to capital 
markets to fund its negative free cash flow position. 

What Could Change the Rating - Up 

Duke Ohio could be upgraded if the company were to sustain its strong financial profile during its long regulatory transition. This includes 
producing credit metrics of CFO pre-wlc to debt of over 25% and CFO pre-w/c interest coverage of approximately 5 . 5 ~  over the next few years, 
while successfully managing its relatively heavy capital investment program, potentially more stringent environmental mandates and the 
economic pressures of their service territory and concluding its next round of regulatory restructuring. 

What Could Change the Rating - Down 

Acombination of one or more the following developments could lead to a downgrade, sustained declines in cash flow coverage measures, 
including CFO pre-w/c interest coverage below the 4x range, CFO prewlc to debt ratio in the mid to high teen's range, a significant increase in 
debt levels to fund the capital expenditure program, severe environmental legislation and mandates, or a more contentious legislative I 
regulatory environment associated with recovery of its costs and investments. 

A a a A a  A B a a B a  B 
X 
x 

Rating Factors 

Duke EnergyOhio, Inc 
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(25%) 
Factor 3 Diversification (10%) 
a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) 
Factor 4: Financial Strength, Liquidity and Key Financial 

Metria (40%) 
a) Liquidity (10%) 
b) CFO pre-WC + Interest / lneterest (7.5%) (3yrAvg) 
c) CFO pre-WC I Debt (7.5%) (3yrAvg) 
d) CFO pre-WC - Dividends /Debt (7.5%) (3yrAvg) 
e) Debt / Capitalization or Debt I RAV (7.5%) (3y 

Rating: 
a) &thodology Implied Senior Unsecured Rating 
b) Actual Senior Unsecured Rating 

0 201 1 Moody's Investors Service, Inc. andlor its licensors and affiliates (collectively, "MOODYS"). All rights reserved. 

CREDIT W I N G S  ARE MOODY'S INMSTORS SERVICE, INC.3 ("MIS) CURRENT OPINIONS OF THE 

SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MW NOT MEET ITS 
CONTWTUAL, flNANClAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS 
IN THE RlENT OF DEFWLT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT 
NOT UMITED TO: UQUlDlTY RISK, MARKET VALUE RISK, OR PRICE VOWIUTY. CREDIT W I N G S  ARE 
NOT STATEMENTS OF CURRENT OR HISTORIC/& FPCT. CREDIT W I N G S  DO NOT CONSTITUTE 
INMSTMENT OR FINANCIAL ADVICE, AND CREDIT W I N G S  ARE NOT RECQMMENDNIONS TO 
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT W I N G S  DO NOT COMMENT ON THE 
SlJITABILITY OF AN INMSTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT W I N G S  
WTH THE EXPECTATION AND LJNDERSTANDING THAT EPCH INVESTOR WLL MAKE ITS OWN STUDY 
AND WALUATION OF EACH SECURITY THAT IS UNDER CONSIDERNION FOR PURCHASE, HOLDING, OR 
SALE. 

R E W I M  FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, 
COPYRIGKT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, 
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR 
MANNER OR BYANYMEANS WHATSOEVER, BYANY PERSON WITHOUT MOODYS PRIOR WRITTEN 
CONSENT. All information contained herein is obtained by MOODYS from sources believed by it to be accurate and 
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information 
contained herein is provided "AS IS" without warranty of any kind. MOODYS adopts all necessary measures so that 
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be 
reliable, including, when appropriate, independent third-party sources. However, MOODYS is not an auditor and 
cannot in every instance independently verify or validate information received in the rating process. Under no 
circumstances shall MOODYS have any liability to any person or entity for (a) any loss or damage in whole or in part 
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within 
or outside the control of MOODYS or any of its directors, officers. employees or agents in connection with the 
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever 
(including without limitation, lost profits), even if MOODYS is advised in advance of the possibility of such damages, 
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observations, if any, constituting part of the information contained herein are, and must be construed solely 
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding or selling. NO W A R R W ,  EXPRESS OR IMPLIED, AS TO THE ACCURACY, 
TIMELINESS, COMPLETENESS, MERCHNABILKY OR FKNESS FOR ANY PARTICULAR PURPOSE OF ANY 
SUCH RATING OR OTHER OPINION OR INFORMATION IS GNEN OR MADE BY MOODYS IN ANY FORM OR 
MANNER WWITSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO), hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating 
services rendered by it fees ranging from $1.500 to approximately $2,500,000. K O  and MIS also maintain policies 
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain 
affiliations that may exist between directors of K O  and rated entities, and between entities who hold ratings from MIS 
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and have also publicly reported to the SEC an ownership interest in K O  of more than 5%, is posted annually at 
www.rnoodvs.co m under the heading "Shareholder Relations -Corporate Governance - Director and Shareholder 
Miiliation Policy." 

Any publication into Australia of this document is by MQODYS affiliate, Moodys Investors Service Pty Limited ABN 61 
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided 
only to 'Wholesale clients" within the meaning of section 761G of the Corporations Act 2001, By continuing to access 
this document from within Australia, you represent to MQODYS that you are, or are accessing the document as a 
representative of, a 'Wholesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations 
Act 2001" 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Mwdy's Japan K.K. ("MJKK) 
are MIKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like 
securities. In such a case, "MIS in the foregoing statements shall be deemed to be replaced with "MJKK. MJKK is a 

Overseas Holdings Inc., a wholly-owned subsidiary of K O "  
. ~ - w ~ o ~ y ~ ~ ~ e ~ e ~ i ~ a ~ h g . a g e n c y ~ u b ~ ~ ~ - ~ - d v ' s o u p ~ . a ~ . ~ G ~ K ~ ,  ~ i ~ h ~ ~ ~ o ! l y - ~ w ~ e ~ y - ~ ~ y ~ s  -_.__ll.l__.l__l_l_ 

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities 
of the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to 
make any investment decision based on this credit rating. If in doubt you should contact your financial or other 
professional adviser. 
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h/fOODY'S 
INVESTORS SERVICE 

Rating Action: Moody's affirms Duke Energy and Progress Energy's Baa2 senior unsecured 
ratings following merger announcement; rating outlooks stable 

Global Credit Research - 10 Jan 2011 

Approximately $30 billion of debt securities affected 

New York, January 10, 2011 -Moody's Investors Service affirmed the ratings and stable outlooks of Duke Energy Corporation (Duke: Baa2 
senior unsecured) and its subsidiaries (listed below) as well as the ratings and stable outlooks of Progress Energy Corporation (Progress: 
Baa2 senior unsecured) and its subsidiaries (listed below) following today's announcement that the boards of Duke and Progress have agreed 
to combine in a stock-for-stock transaction. Duke will be the surviving parent company upon consummation of the transaction. In addition, 
Moody's changed the rating outlook for Duke Energy Ohio to stable from positive. 

Ratings affirmed include: 

-Duke-Energy's-Baa2-seniorunseeured and-Issuer-Rating and-Prime-2-short-term-rating-for-commercial-pape~~---------------- 

Progress Energy's Baa2 senior unsecured and Issuer Rating and Prime-2 short-term rating for commercial paper; 

Duke Energy Carolinas A1 senior secured, A3 senior unsecured; 

Carolina Power & Light Company d/b/a Progress Energy Carolinas A1 senior secured, A3 senior unsecured and Issuer Rating, and Prime-2 
short-term rating for commercial paper; 

Florida Power Corporation d/b/a Progress Energy Florida's A2 senior secured. Baal senior unsecured and Issuer Rating; Baa3 preferred stock, 
and Prime2 short-term rating for commercial paper; 

Cinergy Corporation's Baa2 Long Term lssuer Rating; 

Duke Energy Ohio's A2 senior secured and Baal senior unsecured, 

Duke Energy Indiana's A2 senior secured, Baal senior unsecured and Baa3 preferred stock; 

Duke Energy Kentucky's (p)A3 senior secured and Baa 1 senior unsecured; 

Florida Progress Funding Corporation's Baa2 junior subordinated debt; 

FPC Capital 1's Baa2 preferred stock. 

RATINGS RATIONALE 

'The rating affirmations of Duke and Progress reflect their strong financial positions, sizeable regulated utility business operations and diversity 
among regulatory jurisdictions. The merger announcement is viewed as a credit neutral event for both companies, although our qualitative view 
regarding their relative positions within the Baa2 rating category has changed" said Mke Haggarty, Senior Vice President. 

Pro-forma consolidated credit metrics for the combined Duke-Progress entity are expected to result in cash flow (CFO-pre WC) to debt of 
around 15% - 16%. These pro-forma credit metrics and business risk factors position the merged Duke more appropriately within its Baa2 
rating category. Previously, we viewed Duke to be strongly positioned, and Progress to be weakly positioned within the Baa2 ratings category. 

'We believe the merger transaction has several positive attributes" said Jim Hempstead, Senior Vice President. 'The inherent logic behind the 
merger is the consolidation of two homogenous, capital intensive companies, to spread fixed costs across a larger asset platform. We also see 
good incremental diversification benefits with the proposed merger, including the addition of a Florida senn'ce territory, generation dispatch 
efficiencies in the Carolinas, and the ability to wring out other operating cost efficiencies across both organizations" Hempstead added. The 
merger creates one of the largest dilitysystems in the country, including the largest regulated nuclear generating Reet, operating in generally 
supportive regulatory environments. Alarger Duke/Progress organization will also be better positioned to undertake the construction of new 
nuclear generation in either the Carolinas or Florida in the event the new company decides to move forward in this direction. 

In addition to shareholder approval, we believe the merger will likely require the approval of two state regulatory commissions (North Carolina 
and South Carolina), the Federal Energy Regulatory Commission (FERC) and the Nuclear Regulatory Commission (NRC). While it is 
premature to predict the outcome of any of these proceedings. it remains possible that additional merger conditions could be imposed by one or 
more of the state regulators in order for merger approval to occur. It is also possible that today's merger announcement could have implications 
for other regulatory proceedings currently underway or planned over the near-term by both companies in various states, particularly given the 
current economic challenges that exist in their respective service territories. 

Notwithstanding the clear fit that exists by merging the two companies, these regulatory issues make the consummation of the merger under 
the current terms less certain at this juncture. As there is greater clarity concerning the regulatory and shareholder approvals, including the 
impact, if any, on pending regulatory filings, body's will comment accordingly. Also, as the companies provide more transparency around legal 
structure, integration plans and synergy benefits, rating refinements, if needed, may follow. Today, we incorporate a view that the merger will 
close by year-end 2011. 

Moody's affirmed the ratings for several Duke subsidiaries, including: Duke Energy Carolinas (Duke Carolinas: A3 senior unsecured); Duke 
Energy Ohio (Duke Ohio: Baal senior unsecured); Duke Energy Indiana (Duke Indiana: Baal senior unsecured) and Duke Energy Kentucky 
(Duke Kentucky: Baal senior unsecured). 
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Moody's also affirmed the ratings for all of Progress' subsidiaries, including: Progress Energy Carolinas, Inc. (A3 senior unsecured, Prime-2 
commercial paper rating) and Progress Energy Florida, Inc. (Baal senior unsecured, Prime-2 commercial paper rating). 

The prime-2 commercial paper ratings for both Duke and Progress are also affirmed. 

For Duke Ohio, the change in the rating outlook to stable from positive reflects our modest concerns regarding the regulatory restructuring 
process in Ohio, lingering uncertainties associated with potential generation divestiture plans and the longer-tern implications associated with 
the utility's ultimate capital structure and cash flow generation possibilities. Although we continue to view Ohio as a supportive regulatory and 
political jurisdiction, the chronic overhang of intermediate-term regulatory restructuring plans present increased uncertainties for Duke Ohio 
over the near-term. In addition, while we continue to view the Duke Ohio utilityas strongly positioned within its Baal senior unsecured rating 
category, a rating upgrade is no longer likely over the near to intermediate term horizon. We are only modestly concerned with the implications 
associated with customer choice, and prefer to focus on the longer-term fundamentals of the Duke Ohio transmission and distribution utility 
activities. 

The rating affirmations of Duke Indiana and Duke Kentucky reflect the good regulatory and political relationships that those entities have in their 
respective jurisdictions; the supportive suite of cost and investment recovery mechanisms, including numerous trackers; the diversity of load, 
customers and generation fuel supplies; and adequate sources of liquidity through the Duke Master Credit Facility. We continue to monitor the 
regulatory situation at Duke Indiana related to its Edwardsport Coal Gasification project, but incorporate a view that the matter will be resolved 
without adversely impacting credit quality. 

South Carolina, the credit supportive cost recovery provisions in place, strong financial metrics. and service territories that should experience 
limited growth over the near tern. The merger is not expected to immediately alter the utilities' respective capital expenditure programs or 
planned generation retirements. 

However, joint dispatch arrangements should benefit both utilities over the longer-term and could eventually slow the timing of some new 
generation. Because of the relatively early enactment of North Carolina's 2002 Clean Smokestacks Act, both Duke Carolinas and Progress 
Energy Carolinas are fairly well positioned in meeting currently mandated environmental requirements. 

The ratings affirmation of Progress Energy Florida reflects the stabilization of the political and regulatory environment in Florida, including the 
utility's recent rate settlement with the Florida Public Service Commission that should preclude the need for additional base rate proceedings 
through 2012. The utility continues to be negatively affected by the long-term outage of its Crystal River 3 nuclear plant, which has been 
undergoing repairs since September 2009, although the company expects to recover replacement power costs, which have been relatively 
manageable due to low gas prices, through its fuel cost recovery clause. The plant is currently expected to be back in service in March 201 1. 
Although the merger will result in no direct benefits to Progress Energy Florida, such as the expected joint dispatch benefits in the Carolinas, 
the utility will be part of a much larger and more diverse organization in the event it decides to accelerate its currently postponed new L e y  
County nuclear construction project. 

The rating outlooks of Duke, Progress and their respective subsidiaries are all stable and, barring unexpected new developments, Moody's 
does not anticipate any change in ratings or rating outlooks while the merger integration is underway and regulatory approvals are being 
obtained over the next year. 

Rating upgrades are unlikely given last yea& adverse regulatory development in Florida, lingering regulatory uncertainties in Indiana and Ohio, 
our expectations regarding pro-forma combined key financial credit metrics and high levels of debt at the parent holding companies. 

Rating downgrades appear equally unlikely at this time, but could occur if there is a sustained decline in parent company cash flow coverage 
metrics below current levels, including a ratio of CFO before working capital plus interest to interest below 35x, a ratio of CFO before working 
capital to debt below 15%. a sustained decline in the supportiveness of the regulatory environments in North Carolina, South Carolina, Florida, 
Indiana or Ohio or a substantial increase in leverage at the parent or utilities. 

The principal methodology used in this rating was Regulated Electric and Gas Utilities published in August 2009 

Duke Energy Corporation is a holding company for regulated utilities Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Indiana and 
Duke Energy Kentucky, as well as international business activities in Central and South America Duke Energy is headquartered in Charlotte, 
North Carolina. 

Progress Energy, Inc. is a holding company for regulated utilities Carolina Power 8 Light Company d/b/a Progress Energy Carolinas, Inc. and 
Florida Power Corporation d/b/a Progress Energy Florida, Inc., and is headquartered in Raleigh, North Carolina. 

REGULATORY DISCLOSURES 

information sources used to prepare the credit rating are the following: parties involved in the ratings, parties not involved in the ratings, public 
information, confidential and proprietary Moody's Investors Service information. and confidential and proprietary Moody's Analytics information. 

Moody's Investors Service considers the quality of information available on the issuer or obligation satisfactory for the purposes of maintaining a 
credit rating. 

Moody's adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources 
Moody's considers to be reliable including, when appropriate, independent third-party sources. However, Moody's is not an auditor and cannot in 
every instance independently verify or validate information received in the rating process. 

Please see ratings tab on the issuer/entity page on Moodys.com for the last rating action and the rating history 

The date on which some Credit Ratings were first released goes back to a time before Moody's Investors Service's Credit Ratings were fully 
digitized and accurate data may not be available. Consequently, Moody's Investors Service provides a date that it believes is the most reliable 
and accurate based on the information that is available to it. Please see the ratings disclosure page on our website www.moodys.com for 
further information. 

..-.~Theratings.affirnation.of-DukeCarolinas.and.~rogr~s-Energy-Carolinas-reflec~.~~aboveaverage.regulatory-environments.in.both.No~.and--------~-- 

http://Moodys.com
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Please see the Credit Policy page on Moodys.com for the methodologies used in determining ratings, further information on the meaning of 
each rating category and the definition of default and recovery. 
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0 201 1 Moody’s Investors SeiGce, Inc. and/or its licensors and affiliates (collectively, “MOODYS”). All rights reserved. 

CREDIT W I N G S  ARE MOODY’S INVESTORS SERUCE, INC.’S (“MIS”) CURRENT OPINIONS OF THE 

SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY M W  NOT MEET ITS 
CONTRACTIJAL, FINANCIAL OBLIGATIONS As THEY COME DlJE AND ANY ESTIMNED FINANCIAL LOSS 
IN THE EVENT OF DEFWLT. CREDIT W I N G S  DO NOT ADDRESS ANY OTHER RISK, INCLUDING BlJT 
NOT UMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT W I N G S  ARE 
NOT STNEMENTS OF CURRENT OR HISTORICAL FXT. CREDIT W I N G S  DO NOT CONSTITUTE 
INMSTMENT OR FINANCIAL ADVICE, AND CREDIT W I N G S  ARE NOT RECOMMENDNIONS TO 
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT W I N G S  DO NOT COMMENT ON THE 
SUITPBILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT W I N G S  
WTH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WLL MPKE ITS OWN STUDY 
AND RIALUNION OF E K H  SECURITY THAT IS UNDER CQNSIDEWION FOR PIJRCHASE, HOLDING, OR 
SALE. 

REWIVE FlJTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY W, INCLUDING BUT NOT LIMITED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, 
REPACKAGED, FURTHER TRANSMilTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR 
MANNER OR BYANYEANS WHATSOEVER, BYANYPERSON WITHOUT MQODYS PRIOR WRITTEN 
CONSENT” All information contained herein is obtained by MOODYS from sources believed by it to be accurate and 
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information 
contained herein is provided “AS IS” without warranty of any kind. MOODYS adopts all necessary measures so that 
the information it uses in assigning a credit rating is of sufficient qualityand from sources Moody’s considers to be 
reliable, including, when appropriate, independent third-party sources. However, MOODYS is not an auditor and 
cannot in every instance independently verify or validate information received in the rating process. Under no 
circumstances shall MOODYS have any liability to any person or entity for (a) any loss or damage in whole or in part 
caused by, resulting from, or relating to, any error (negligent or othelwise) or other circumstance or contingency within 
or outside the control of MOODYS or any of its directors, officers, employees or agents in connection with the 
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such 
information. or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever 
(including without limitation, lost profits), even if MOODYS is advised in advance of the possibility of such damages, 
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observations, if any, constituting part of the information contained herein are, and must be construed solely 
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding or selling NO W A R R M ,  EXPRESS OR IMPLIED, AS TO THE ACCURACY, 
TIMLINESS, COMPLETENESS, MERCHANTABlLrPl OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY 
SUCH RATING OR OTHER OPINION OR INFORMATION IS GbEN OR MADE BY MOODYS IN ANY FORM OR 
MANNER WHATSOEVER. 

http://Moodys.com
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MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating 
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies 
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain 
affiliations that may exist between directors of K O  and rated entities, and between entities who hold ratings from MIS 
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at 
www.moodvs.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder 
Affiliation Policy." 

Any publication into Australia of this document is by MOODYS affiliate, Moody's Investors Service Pty Limited ABN 61 
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided 
only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access 
this document from within Australia, you represent to MOODYS that you are, or are accessing the document as a 
representative of, a %holesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations 
Act 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1,2010 by Moody's Japan K K. ("MJKK) 
are MJKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like 
securities. In such a case, "MIS" in the foregoing statements shall be deemed to be replaced with "MJKK. MJKK is a 
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's 
Overseas Holdings Inc.. a wholly-owned subsidiary of K O  

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities 
of the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to 
make any investment decision based on this credit rating. If in doubt you should contact your financial or other 
professional adviser. 

http://www.moodvs.com
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Credit Opinion: Progress Energy Carolinas, Inc. 

Global Credit Research - 11 Apr 2011 

North Carolina, United Safes 

Ratings 

Category 
Outlook 
Issuer Rating 
First Mortgage Bonds 
Senior Secured Shelf 
Sr-Wnsec-Bank-Gredit-Facility------- 
Senior Unsecured 
Subordinate Shelf 
Preferred Stock 
Commercial Paper 
Parent: Progress Energy, Inc 

Senior Unsecured 
Jr Subordinate Shelf 
Preferred Shelf 
Commercial Paper 

Contacts 

Outlook 

Pnalyst 
Michael G. HaggartyINew York 
William L. HessINew York 

Key Indicators 

[IIProgress Energy Carolinas, Inc 

(CFO Pre-WIC + Interest) I Interest Expense 
(CFO Pre-WIC) I Debt 
(CFO Pre-WIC - Dividends) I Debt 
Debt I Book Capitalization 

Moody's Rating 
Stable 

A3 
AI 

A?-- 
A3 

(P)Baal 
Baa2 

P-2 

Stable 
Baa2 

(P)Baa3 
(P)Bal 

P-2 

-- -~ ( P W  
1 1 ~  

Phone 
212.553 7172 
212.553 3837 

2010 2009 2008 2007 
7 . 7 ~  6 . 9 ~  6 . 2 ~  6 . 1 ~  
35Yo 32% 28% 30% 

39% 43% 45% &Yo 
33% 27% 2801, 2601~ 

[I] All ratios calculated in accordance with the Global Regulated Electric Utilities Rating Methodology using Moody's standard adjustments. 

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide 

Opinion 

Rating Drivers 

- Constructive regulatory environments in both North and South Carolina 

- Strong cash flow coverage metrics 

- Continued weak economic conditions in its service territory 

- Large capital expenditure program 

- High parent company debt 

Corporate Profile 

Carolina Power i3 Light Company d/b/a Progress Energy Carolinas, Inc. (PEC, A3 senior unsecured, stable outlook) is a vertically integrated 
public utility with approximately 1.5 million customers in North Carolina and South Carolina and 12,554 lvMl of generation capacity" It is a 
subsidiary of Progress Energy, Inc. (Progress, Baa2 senior unsecured, stable outlook), which is also the parent of Florida Power Corporation 
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d/b/a Progress Energy Florida, Inc. (PEF, Baal senior unsecured, stable outlook). Progress recently announced a merger with Duke Energy 
(see below). 

Recent Events 

On January 10,2011, Progress announced it would merge with neighboring Duke Energy Corporation in a stock-for-stock transaction. The 
merger requires the approval of regulators in North Carolina, South Carolina, and Kentucky, as well as the Federal Energy Regulatory 
Commission, the Nuclear Regulatory Commission, the Federal Communications Commission, and the Department of Justice. The transaction 
is expected to close by year-end 20 11 I Moody's affirmed the ratings of Progress, PEC, and PEF at the time of the merger announcement. 

SUMMARY RATING RATIONALE 

PEC's A3 senior unsecured rating reflects above average regulatory environments in both North and South Carolina with credit supportive cost 
recovery mechanisms, strong financial metrics, and a service territory that is expected to experience limited growth over the near-term. PEC's 
ratings also reflect the high leverage at the parent company, Progress Energy, totaling 28% of consolidated organization debt, resulting in a two- 
notch differential between the ratings of the parent and its utility subsidiary. 

DETNLED RATING CONSIDERPJIQNS 

-Above average regulatory environments in both North and South Carolina 

PEC has service t e r r i t o r ~ s ~ ~ ~ ~ S ~ C ~ ~ i ~ a ~ ~ ~ l l ~ u l ~ ~ ~ d ~ ~ ~ t ~ i t h ~ l l ~ ~ ~ t i l i t y ~ l ~ t ~ P E C ~ h ~ n ~ ~ ~ ~ ~  
authorized allowed ROE of 12.75% in both states with adjustments for fuel, purchased power, and environmental costs. PEC's base rates were 
frozen in North Carolina through the end of 2007 and PEC has not filed a rate case since 1988, although Moody's expects the company to file 
one over the next couple of years. 

On November 17, 2010, the North Carolina Utilities Commission (NCUC) approved three separate cost-recovery filings. including a $170 million 
fuel rate decrease, a $31 million increase in its demand side management (DSM) and energy efficiency (EE) rate, and a $2 million decrease for 
the North Carolina Renewable Energy and Energy Efficiency Portfolio Standard (NC REPS). The net impact of these filings reduced residential 
electric bills by 3.9%. A! December 31, 2010, PEC's North Carolina deferred fuel and DSM I EE balances were $56 million and $49 million, 
respectively, 

Over the last two years, the NCUC has issued Certificates of Public Convenience and Necessity for the company to construct three combined 
cycle natural gas or dual fuel generating facilities in North Carolina largely to replace the planned retirement of several of the company's 
unscrubbed coal-fired generating facilities. 

On June 23, 2010, the South Carolina Public Service Commission approved PEC's request for a $17 million fuel rate decrease, as well as an 
increase in its demand side management and energy efficiency rate, which was approved on a provisional basis. A! December 31,2010, PEC's 
South Carolina deferred fuel and DSMl EE balances were $15 million and $8 million, respectively. South Carolina has also passed legislation 
allowing PEC to recover financing costs for pre-construction and construction capital and to earn a return on capital spent for new nuclear 
generation. 

North Carolina law authorizes the NCUC to allow annual prudence reviews of baseload generating plant construction costs and the inclusion of 
construction work in progress (CWIP) in rate base, with corresponding rate adjustments in a general rate case while a baseload generating 
plant is under construction. In the event the company decides to move forward with new nuclear generation in North Carolina following its 
merger with Duke Energy, W d y ' s  would expect some type of specific nuclear cost recovery provisions to be put in place in North Carolina as 
well. 

- Cash flow coverage measures and financial metrics are strong for its rating 

The ratings of PEC reflect financial performance and cash flow coverage ratios that are strong for its A3 rating in accordance with Moody's 
rating methodology for regulated electric and gas utilities. These rnetrics include a ratio of CFO before working capital plus interest to interest 
averaging in the 6 . 0 ~  to 7 Ox range and a ratio of CFO before working capital to debt of around 30% over the last several years. Due to declining 
fuel costs, PEC recovered a significant amount of deferred fuel without significantly impacting customer rates and deferrals may remain 
modest over the near term assuming low growth rates and stable fuel prices. Ongoing debt issuance to finance rising capital expenditures 
could modestly pressure metrics going forward as PEC continues to operate under fixed retail rates. Coverage metrics may weaken somewhat 
but are expected to remain strong for the rating, especially if the company receives rate relief over the next couple of years. 

- Large capital expenditure program for new gas fired generation, transmission, and distribution, as well as DSM, energy-efficiency, and 
conservation programs 

PEC estimates its capital requirements for the years 201 1,2012, and 2013 to be approximately $1.5 billion, $1.3 billion and $1.2 billion, 
respectively. Although capital expenditures were a high $1.2 billion in 2010, these levels are higher than the approximately $800 million that was 
spent in each of the previous two years. h c h  of this incremental spending reflects construction expenditures to add almost 2,200 MW of 
natural-gas fired generating capacity as PEC retires 1,500 MW of coal-fired capacity by 2014. In addition, they include base capital expenditures 
to support customer growth and nuclear fuel purchases, as well as for demand side management, energy efficiency, and conservation 
programs. The merger with Duke Energy is not expected to immediately alter PEC's capital expenditure program or planned generation 
retirements, although joint dispatch arrangements with Duke Carolinas following the merger should benefit both utilities over the longer-term 
and could eventually slow the timing of additional new generation. 

PEC has also completed most investments required to meet mandates in North Carolina's Clean Smokestacks Act, passed in 2002 and one of 
the earliest state mandated environmental spending programs. Because of the relatively early enactment of this Act, PEC has been ahead of 
some other companies in meeting environmental spending requirements. 

In February 2008, PEC filed a COL with the Nuclear Regulatory Commission to add two additional units at its Shearon Hams nuclear plant. The 
company has not made a final determination on whether to pursue new nuclear construction at the site, but is taking steps to keep the option 
open. Alarger and more diverse DukelProgress organization following the merger will be in a stronger position to undertake the construction of 
new nuclear generation in the Carolinas in the event the new company decides to move forward in this direction. 
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a) Regulatory Framework 

- High parent company debt 

PEC's overall risk profile has benefited from lower business risk at the parent company following its divestiture of its unregulated businesses 
and the pay down of some parent company debt several years ago. However, debt at the parent company has increased again more recently 
from $2.7 billion at FYE 2008, or 20% of consolidated organization debt, to $4.2 billion at PIE 2009, or approximately 30% of total debt, to $4.0 
billion (28% of total debt) currently following the redemption of some debt due in March, 2011. This relatively high level of debt at the parent 
company results in a two notch differential between the rating of Progress and PEC. The parent is reliant on dividends from its utility 
subsidiaries to meet its interest payments and a relatively high common dividend payout, which acts as an additional constraint on PEC's 
rating. 

Liquidity Profile 

PEC maintains a strong liquidity profile, which is supported bya three year $750 million bank revolving credit facilityexpiring on October 15, 
2013 which had no outstandings as of December 31,2010. The credit facility is used to back up PEC's commercial paper program, but has 
also occasionally been used for direct borrowings over the last several years. The facility does not contain a material adverse change clause 
that could preclude new borrowings and has one financial covenant, a maximum debt-tc-capital covenant of 65%. At December 31,2010, the 
company was in compliance with this financial covenant with a calculation of 42%. 

PEC has no material long-term debt maturities until July 2012, when $500 million of long-term debt is due. The company expects to finance 
higher capital expenditures with a combination of internally generated funds, long-term debt issuances, andlor equity contributions from the 
parent-company.-~he-utility-can-supplement-these-sources-with-access-to-Pr~ress-Energy's-money-~l~whi~h-allows-the-parent-to.more--------------- 
efficiently allocate cash among its two regulated utility subsidiaries 

PEC had $230 million of cash on hand as of December 31,2010 and was in a small lending position with the money pool with $2 million of 
notes receivable from affiliated companies. The utility generated operating cash flow of $1.52 billion in 2010, up from $1 "28 billion of operating 
cash flow generated in 2009. 

Parent company Progress Energy maintains a $500 million revolving credit facility expiring May 3, 2012 (except for $22 million expiring May 3, 
2011) that supports its commercial paper program. This facility was reduced from $1.13 billion on October 15, 2010 when PEC and PEF each 
increased their credit facilities to $750 million from $450 million. The parent company facility includes a covenant that limits the company's debt 
to capital ratio to 68%, and does not include a material adverse change representation for new borrowings. The company was in compliance 
with this covenant at December 31,2010 with a debt to capital ratio of 56%. 

Rating Outlook 

The stable outlwk on the ratings of PEC reflects coverage measures and financial metrics that should remain strong for its rating, Moody's 
expectation that its large capital expenditure program will remain manageable and financed with a balanced mix of debt and equity, and that 
credit supportive fuel and environmental cost recovery mechanisms will remain in place. It also considers the supportive regulatory environment 
for utilities in both North and South Carolina and our expectation that the pending merger with Duke Energy, if consummated, will be initially be 
credit neutral for PEC. 

What Could Change the Rating -Up 

An upgrade is unlikely while the merger with Duke Energy is pending. An upgrade could be considered following the merger, however, if 
economic conditions in PEC's service territory begin to recover, if there is a further improvement in PEC's already strong cash flow coverage 
metrics. if there is a reduction of parent company debt; or there are significant benefits derived from planned joint dispatch arrangements or 
other operating efficiencies with Duke Energy Carolinas following the merger. 

What Could Change the Rating - Down 

Adowngrade could be considered if there are adverse regulatory developments in either North or South Carolina that would impair the timely 
recovery of prudently incurred costs, or a there is a sustained decline in financial performance measures, including a ratio of CFO before 
working capital plus interest to interest below 4 . 0 ~  or CFO before working capital to debt below 20%. 

/ A  

Rating Factors 

Progress Energy Carolinas, Inc 

a) Ability To Recover Costs And Earn Returns 
Factor 3 Diversification (10%) 
a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) 
Factor 4: Financial Strength, Liquiditylhd Key Financial 

Met r ia  (40%) 
a) Liquidity ( 10%) 

Current 
12/31/2010 

Regulated Electric and Gas Utilities Industry [1][2] 

A 

Baa 
A 

Baa 

/Factor 1: Regulatory Framework (25y0) I Measure ISCorel 

Moody's 12-18 
month F o w r d  
Mew' PS of +ril 

1 Baa 
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b) CFO pre-WC + Interest/ Interest (3 YearAvg) (7.5%) 
c) CFO pre-WC I Debt (3 Year Avg) (7.5%) 
d) CFO preWC - Dividends / Debt (3 Year Avg) (7.5%) 

31.8% 
29.5% 

THIS REPRESENTS MOODYS FORWARD VIEW; NOT THE 
MEW 

OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES 
NOT INCORPORATE SIGNIFICANT ACQUISKIONS OR 
DNESTKURES 

[ l ]  All ratios are calculated using Moody's Standard Adjustments [Z ]  As of 12/31/2010(L), Source Moody's Financial Metncs 
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REPACKAGED, FURTHER TRANSMTTTED, TRANSFERRED. DISSEMINATED, REDISTRIBUTED OR RESOLD, 
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issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating 
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and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain 
affiliations that may exist between directors of K O  and rated entities, and between entities who hold ratings from MIS 
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and have also publicly reported to the SEC an ownership interest in K O  of more than 5%, is posted annually at 
w.rnoodvs.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder 
Affiliation Policy." 

Any publication into Australia of this document is by MQODYS affiliate, Moody's Investors Service Pty Limited ABN 61 
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided 
only to "wholesale clients'' within the meaning of section 761G of the Corporations Act 2001. By continuing to access 
this document from within Australia, you represent to MOODYS that you are, or are accessing the document as a 
representative of, a %holesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations 
Act 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1. 2010 by Moody's Japan K K ("MJKK) 
are MJKK's current opinions of the relative future credit nsk of entities, credit commltments, or debt or debt-like 
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This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities 
of the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to 
make any investment decision based on this credit rating. If in doubt you should contact your financial or other 
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Key Indicators 

[ 11Progress Energy Florida, Inc 

(CFO Pre-W/C + Interest) I Interest Expense 
(CFO Pre-W/C) I Debt 
(CFO Pre-W/C - Dividends) I Debt 
Debt I Book Capitalization 
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[ I ]  All ratios calculated in accordance with the Global Regulated Electric Utilities Rating &thodology using Moodvs standard adjustments. 

Note For definitions of Moody's most common ratio terms pbase see the accompanying User's Guide 

Opinion 

Rating Drivers 

- Stabilized Florida political and regulatory environment with two year rate settlement 

- Credit metrics have been variable but generally adequate for high Baa rating 

- Weak sales volumes and challenging economic conditions in service territory 

- Capital expenditures begin increasing again in 2012 and 2013 after falling in 201 1 

- High parent company debt 

- Crystal River nuclear plant April 201 1 restart delayed and lengthy outage continues 

Corporate Profile 

Florida Power Corporation d/b/a Progress Energy Florida, Inc. (PEF, Baal senior unsecured, stable outlook) is a vertically integrated public 
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utility with approximately 1.6 million customers in the north central part of Florida and approximately 10,025 MW of generation capacity. It is a 
subsidiary of Progress Energy, Inc. (Progress, Baa2 senior unsecured, stable outlook). which is also the parent of Carolina Power & Light 
Company d/b/a Progress Energy Carolinas, Inc. (PEC, A3 senior unsecured, stable outlook). Progress recently announced a merger 
agreement with Duke Energy (see below). 

Recent Events 

On March 15, 201 1, PEF announced a delay in the April 201 1 planned restart of its Crystal River Nuclear Plant due to indications of additional 
delamination or separation of concrete resulting from repair work being done on the plant. On April 4, 2011, the company indicated that it would 
conduct a thorough engineering analysis and review of the new delamination and that it could not estimate a retum to service date for the plant 
The plant has been shut down since September of 2009 to repair damage that occurred while creating an opening in the structure to remove 
and replace the steam generator. 

On January 10, 201 1, Progress announced it would merge with neighboring Duke Energy Corporation in a stock-for-stock transaction. The 
merger requires the approval of regulators in North Carolina, South Carolina, and Kentucky, as well as the Federal Energy Regulatory 
Commission, the Nuclear Regulatory Commission, the Federal Communications Commission, and the Department of Justice. The transaction 
is expected to close by year-end 2011 Moody's affirmed the ratings of Progress, PEC, and PEF at the time of the merger announcement. 

SlJMMARY W I N G  RATIONALE 

eEEsEaal_seniorunsecucedrating.~efle.c~s-t~e-s.tabiliz.~~~o~-of the political and requlatory environment in Florida, cash flow coverage metrics l_l____---._ 

that have been variable but generally adequate for a high Baa rating, and weak sales volumes and challenging economic conditions in its central 
Florida service territory. The company has responded to slow economic growth by lowering and postponing capital expenditures, including the 
construction of its greenfield Levy County nuclear generating plant. The utility continues to be negatively affected by the long-term outage of its 
Crystal River nuclear plant, which has been undergoing repairs since September 2009. 

DETALED W I N G  CONSIDERATIONS 

- Stabilization of the utility's political and regulatory environment with new Florida commissioners in place and the execution of a two year rate 
settlement 

The political and regulatory environment for investor-owned utilities in the state of Florida has stabilized since highly politicized rate proceedings 
in 2009 and eady 2010 resulted in a rate outcome for PEF that included no base rate increase, except for $132 million that had been approved 
earlier to recover costs related to a Florida Public Service Commission (FPSC) approved plant repowering. Since these rate proceedings, there 
has been an almost complete change in the composition of the FPSC, with the turnover of four of the five commissioner seats. There is also a 
new governor in place in the state. Because of the political and regulatory developments that unfolded during the 2009 and 2010 rate 
proceedings, Moody's lowered PEF's score on Factor 1 in our rating methodology grid, Regulatory Framework, to the "Baa" or average 
category from the "A" or above average category. For more details on this and other factors in our methodology, please see Moody's Rating 
Methodology for Regulated Electric and Gas Utilities, published in August 2009. 

Despite the adyerse rate case decision, PEF continues to operate under traditional rate of return regulation with strong cost recovery provisions 
in place. Theseinclude fuel and capacity clauses that are adjusted annually based on expected fuel and power prices and for prior period 
differences between projected and actual costs. PEF may also recover preconstruction and construction work in progress for nuclear capital 
expenditures. Additionally, PEF has an environmental cost recovery clause that is adjusted annually for capital spending and operating 
expenses related to emissions. 

On June 1,2010, shortlyafter the conclusion of the company's rate proceedings, the FPSC approved a settlement agreement between PEF 
and most interveners that freezes base rates through 2012 and permits PEF to reduce its depreciation reserve by up to $150 million in 2010, 
$250 million in 2011, with the remaining to be t~sed in 2012. The rate freeze does not apply to the company's cost recovery clauses and the 
company's midpoint for return on equity is the same as in its rate case outcome, 10.5%. If the Company's ROE falls below 9.5% before 
December 31,2012, the company can seek a rate adjustment. Nthough the settlement freezes base rates and reduces the Company's 
depreciation reserve to $0, both potential negatives from a credit standpoint, it does provide regulatoryclarity through 2012 and should avoid the 
need for additional base rate proceedings until the newly constituted FPSC has been in place for a period of time and has exhibited a 
meaningful track record. 

- Credit metrics have been variable but generally adequate for a high Baa rating 

PEF's credit metrics improved slightly in 2010 compared to the prior year and are now strongly positioned for the Baa rating range. These ratios 
include CFO pre-working capital interest coverage of 5 . 4 ~  and CFO pre-working capital to debt of 23%. up from 5 .0~  and 21.5%, respectively, in 
2009. Over the medium term, the utility's coverage metrics are expected to remain at levels appropriate for the mid to high Baa rating level, 
including CFO pre-working capital interest coverage of around 5 .0~  and CFO pre-working capital to debt in the 20% range. Significant 
improvement in these financial metrics is unlikely to occur until after the utility's current base rate freeze expires and the Florida economy 
begins to exhibit significant improvement. 

- Continued weak sales volumes and challenging economic conditions in its service territory, especially related to the Florida housing market 

After years of strong growth, PEF's service territory has experienced a significant economic slowdown beginning 2007, resulting in lower 
growth rates, lower customer usage, and lower wholesale sales. The impact of the depressed housing markef has been particularly severe in 
peninsular Florida, where most of PEPS service territory is located. Nbody's does not expect retail growth rates to increase significantly in 
201 1, although trends may slowly improve over the next few years. The challenging Florida economy was a contributing factor in the company's 
rate case decision last year, with the FPSC exh ng sensitivity to economic conditions in the state during the rate hearings and throughout the 
rate proceedings. Until the Florida economy improves, Moody's believes it could continue to remain a potential issue in the company's future 
rate proceedings. 

- Capital expenditures to begin increasing again in 2012 and 2013 after falling this year 

PEF's estimated capital expenditures are projected to be between $720 million and $765 million in 2011 (down from $1.0 billion in 2010), before 
increasing to between $785 million and $830 million in 2012 and more significantlyto $1.0 to $1.1 billion in 2013. These capital expenditures 
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reflect construction expenditures to support expected customer growth, add regulated generation, and to upgrade existing facilities. The utility 
has completed much of its currently mandated environmental spending and expects little to no environmental capex over the next three years, 
although this could change with new Environmental Protection Agency mandates. PEF anticipates construction spending will be financed by a 
combination of internal cash flow, long-term debt, and capital contributions from the parent. PEF's total debt to capitalization is expected remain 
in the low to mid-50% range going forward, including Ilhody's standard adjustments. 

The utility's overall level of capital spending over the next few years is dependent to a significant degree on whether it continues to pursue new 
nuclear generation in Florida PEF has slowed pre-construction development of its greenfield Levy County nuclear plant significantly over the 
last two years, contributing to the moderation of the utility's previously estimated capital expenditures. Because of these delays, PEF could 
incur fees and charges related to the disposition of long lead time equipment purchase orders for the plant, which the company has indicated 
could be material. In its April 30, 2010 nuclear cost recoveryfiling. PEF included potential disposition charges of $50 million, although the final 
figure will not be known until negotiations are completed, which is expected by the time the company's first quarter financial statements are 
released. 

PEF's 2010 nuclear cost-recovery filing also included an updated analysis that demonstrated continued feasibility of the Levy project. However, 
PEF's current estimated cost range, including transmission, of $17 2 billion to $22.5 billion represents a substantial potential increase over the 
$17 billion estimated when the company filed its Determination of Need several years ago, and primarily reflects cost escalation resulting from 
the schedule delays. In the event the merger with Duke is consummated, a larger and more diverse DukelProgress organization will be in a 
stronger position to undertake the construction of new nuclear generation in either the Carolinas or Florida in the event the new company 
decides to move forward in this direction 

- High parent company debt 

PEF's overall risk profile has benefited from lower business risk at parent company Progress Energy following its divestiture of several 
unregulated businesses and some pay down of parent company debt several years ago. However, debt at the parent company has increased 
again more recently from $2.7 billion at FYE 2008, or 20% of consolidated organization debt, to $4.2 billion at FYE 2009, or approximately 30% 
of total debt, before falling slightly to $4 0 billion currently (28% of total debt) following the redemption some debt due in March, 2011. The parent 
is reliant on dividends from its utility subsidiaries to meet its interest payments and a relatively high common dividend payout, which acts as an 
additional constraint on PEF's rating. 

- Crystal River nuclear plant April 201 1 restart delayed and lengthy outage continues 

PEF's Crystal River nuclear generating plant has been out of service since September 2009 when the company discovered a delamination or 
separation within the concrete of the outer wall of the containment structure. Repairs have been ongoing since that time with startup expected 
in April 201 1, before the company announced on March 15, 2011 that there were indications of additional delamination resulting from the repair 
work and that repairs had been temporarily suspended, delaying the restart. On April 4,201 1, the company indicated that it would conduct a 
through engineering analysis and review of the new delamination and that it could not estimate a return to service date. The impact of the loss 
of such an important baselaad plant thus far has been muted by a combination of low natural gas prices and the slow economy in Florida. PEF 
maintains insurance coverage for the incremental cost of replacement power and considers replacement power and capital costs to be 
recoverable through its fuel cost recovery clause or base rates. As of December 31, 2010, the company has spent $288 million for replacement 
power and $150 million on repair costs, of which it has recovered or expects to recover $171 million and $111 million, respectively, from 
insurance 

Liquidity Profile 

PEF exhibits a strong liquidity profile, supported by a three year, $750 million bank revolving credit facility expiring on October 15, 2013, which 
had no outstandings as of December 31, 20 10. The credit facility is used to back up PEF's commercial paper program. The facility does not 
contain a material adverse change clause that could preclude new borrowings and has one financial covenant, a maximum debt-to-capital 
covenant of 65%. At December 31, 2010, the company was in compliance with this financial covenant with a calculation of 49%. 

PEF's most immediate long-term debt maturity is $300 million due on July 15, 2011, which the company intends to refinance, with the next long 
term debt maturity of $425 million not until 2013. The company expects its Construction spending over the next year to be financed by a 
combination of internal cash flow, long-term debt issuances, and /or equity contributions from the parent. The utility could supplement these 
sources with access to Progress Energy's money pool, which allows the parent to more efficiently allocate cash among its two regulated utility 
subsidiaries. 

PEF had $249 million of cash on hand as of December 31,2010 and was in a small borrowing position with the money pool with $9 million of 
notes payable to affiliated companies. The utility generated operating cash flow of $1.2 billion in 2010, up slightly from the $1.1 billion generated 
in 2009. 

Parent company Progress Energy maintains a $500 million revolving credit facility expiring May 3, 2012 that supports its commercial paper 
program. This facility was reduced from $1.13 billion on October 15. 2010 when PEC and PEF each increased their credit facilities to $750 
million from $450 million. The parent company facility includes a covenant that limits the company's debt to capital ratio to 68%, and does not 
include a material adverse change representation for new borrowings. The company was in compliance with this covenant at December 31, 
2010 with a debt to capital ratio of 56%. 

Rating Outlook 

The stable outlook on the ratings of PEF reflects Moody's view that the political and regulatory environment in Florida will not deteriorate further 
and may improve once the newly constituted FPSC has established a track record; our expectation that credit metrics will remain at levels 
sufficient to support its current rating, and that the company's capital expenditure program will remain close to currently estimated levels and 
not incorporate significant new nuclear construction spending over the near term. 

vulat Could Change the Rating - Up 

An upgrade is unlikely while the merger with Duke Energy is pending and its Crystal River plant remains shut down. An upgrade could be 
considered, however, if there is an improvement in the political and regulatory environment for investor-owned utilities in Florida, which may not 
be evident until the utilityfiles its next rate case following the expiration of its current two year rate freeze at the end of 2012. An upgrade could 
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also be considered if cash flow coverage metrics remain strong for a sustained period, including a ratio of CFO before working capital plus 
interest to interest above 5 . 0 ~  and CFO before working capital to debt above 22%, or if there is a significant reduction in parent company debt. 

what Could Change the Rating - Down 

Adowngrade could be considered if the political and regulatory environment for investor owned utilities in Florida declines further, if there are 
significant cost disallowances or other changes to Florida's currently strong cost recovery provisions, if the company is unable to recover a 
substantial portion of the costs of its Crystal River nuclear plant outage, or if credit metrics weaken from current levels including CFO before 
working capital plus interest to interest below 4.0~; and CFO before working capital to debt below 16% for a sustained period. 
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[I]Progress Energy, Inc 
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Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide 

Opinion 

Rating Drivers 

- Completely regulated business mix with an above average regulatory environment in the Carolinas 

Stabilized Florida political and regulatory environment with two year rate settlement 

- Large capital expenditure program 

- Consolidated credit metrics have been variable and generally at the low end of Baa rating range 

- High parent company debt 

- Crystal River nuclear plant April 201 1 restart delayed and lengthy outage continues 

Corporate Profile 

Progress Energy, Inc. (Progress Energy, Baa2 senior unsecured, stable outlook) is the parent holding company of two vertically integrated utility 



Case No. 2011-124 
AG-DR-01-016 (a.9) att:ict~ment 
Page 2 of 5 

subsidiaries, Carolina Power & Light Company d/b/a Progress Energy Carolinas, Inc. (PEC, A3 senior unsecured, stable outlook) and Florida 
Power Corporation d/b/a Progress Energy Florida, Inc. (PEF, Baal senior unsecured, stable outlook). Progress owns and operates 
approximately 22,000 Mw of regulated generation capacity and serves approximately 3.1 million customers in Florida. North Carolina, and 
South Carolina. Progress recently announced a merger agreement with Duke Energy (see below). 

Recent Events 

On January 10, 201 1, Progress announced it would merge with neighboring Duke Energy Corporation in a stock-for-stock transaction. The 
merger requires the approval of regulators in North Carolina, South Carolina, and Kentucky as well as the Federal Energy Regulatory 
Commission, the Nuclear Regulatory Commission, the Federal Communications Commission, and the Department of Justice. The transaction 
is expected to close by year-end 201 1. Moody's affirmed the ratings of Progress, PEC. and PEF at the time of the merger announcement, 

SUMMARY RATING RATIONW 

Progress Energy's Baa2 senior unsecured rating reflects the company's relatively low risk profile and completely regulated business mix, above 
average regulatory environments in North and South Carolina, and the stabilization of its political and regulatory environment in Florida. The 
rating also reflects a significant capital expenditure program and service territories that have been negatively affected by slow economic growth 
in recent years. Progress Energy's cash flow coverage metrics are comparatively weak for its Baa2 rating and are expected to remain at the 
low end of the Baa rating range, although this is offset by the low business risk profile. The rating also reflects a high level of parent company 
debt which was increased significantly in late 2009. 

DETAILED RATING CONSIDERATIONS 

.. Completely regulated business mix with above average regulation in the Carolinas 

Progress utility subsidiary PEC has service territories in both North and South Carolina, two fully regulated states with generally credit 
supportive utility regulation. PEC has an authorized allowed ROE of 12.75% in both states with adjustments for fuel, purchased power, and 
environmental costs. PEC's base rates were frozen in North Carolina through the end of 2007 and PEC has not filed a rate case since 1988, 
although Moody's expects the company to file one over the next couple of years. 

Over the last two years, the North Carolina Utilities Commission has issued Certificates of Public Convenience and Necessityfor the company 
to construct three combined cycle natural gas or dual fuel generating facilities in North Carolina largely to replace the planned retirement of 
several of the company's unscrubbed coal-fired generating facilities. 

South Carolina has also passed legislation allowing PEC to recover financing costs for pre-construction and construction capital and to earn a 
return on capital spent for new nuclear generation. North Carolina law authorizes the NCUC to allow annual prudence reviews of baseload 
generating plant construction costs and the inclusion of construction work in progress (CWIP) in rate base with corresponding rate adjustments 
in a general rate case while a baseload generating plant is under constnlction. In the event the company moves forward with new nuclear 
generation in North Carolina as part of Duke Energy, Moody's would expect some type of specific nuclear cost recovery provisions to be in 
place in North Carolina as well 

- Stabilization of utility subsidiary PEF's political and regulatory environment in Florida with new commissioners in place and the execution of a 
two year rate settlement 

The political and regulatory environment for investor-owned utilities in the state of Florida has stabilized since highly politicized rate proceedings 
in 2009 and early2010 resulted in a rate outcome for PEF that included no base rate increase, except for $132 million that had been approved 
earlier to recover costs related to a Florida Public Service Commission (FPSC) approved plant repowering. Since these rate proceedings, there 
has been an almost complete change in the composition of the FPSC, with the turnover of four of the five commissioner seats. There is also a 
new governor in place in the state. Because of the political and regulatory developments that unfolded during the 2009 and 2010 rate 
proceedings, Moody's lowered PEF's score on Factor 1 in our rating methodology grid, Regulatory Framework, to the "Baa" or average 
category from the "A" or above average category. For more details on this and other factors in our methodology, please see Moody's Rating 
kthodology for Regulated Electric and Gas Utilities, published in August 2009. 

Despite the adverse rate case decision, PEF continues to operate under traditional rate of return regulation with strong cost recovery provisions 
in place. These include fuel and capacity clauses which are adjusted annually based on expected fuel and power prices and for prior period 
differences between projected and actual costs. PEF may also recover pre-construction and construction work in progress for nuclear capital 
expenditures. Additionally, PEF has an environmental cost recovery clause that is adjusted annually for capital spending and operating 
expenses related to environmental emissions. 

On June 1,2010, shortlyafter the conclusion of the company's rate proceedings, the FPSC approved a settlement agreement between PEF 
and most interveners that freezes base rates through 2012 and permits PEF to reduce its depreciation reserve by up to $150 million in 2010, 
$250 million in 2011, with the remaining to be L J S ~  in 2012. The rate freeze does not apply to the company's cost recovery clauses and the 
companvs midpoint for return on equity is the same as in its rate case outcome, 10.5%. If the company's ROE falls below 9.5% before 
December 31,2012, the company can seek a rate adjustment. Although the settlement freezes base rates and reduces the company's 
depreciation reserve to $0, both potential negatives from a credit standpoint, it does provide regulatory clarity through 2012 and should avoid the 
need for additional base rate proceedings until the newly constituted FPSC has been in place for a period of time and has exhibited a 
meaningful track record. 

- Large capital expenditure program 

Progress Energy has a substantial capital expenditure program, with spending expected to increase over the next few years at both utilities. 
PEC estimates that it will spend approximately $1.2 to $1.5 billion annually through 2013, significantly higher than some previous years. Wch of 
this higher spending reflects the construction of approximately 2,200 Mw of natural gas-fired generating capacity following the anticipated 
retirement of 1,500 Mw of coal-fired capacity by 2014. In addition, spending includes capital expenditures to support customer growth and 
nuclear fuel additions, as well as for demand side management, energy efficiency, and conservation programs. PEC has completed most 
investments to meet mandates in North Carolina's Clean Smokestacks Act, passed in 2002 and one of the earliest state mandated 
environmental spending programs. Because of the relatively early enactment of this Act, PEC has been well ahead of some other companies in 
meeting environmental spending requirements, 
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PEF's estimated capital expenditures are projected to be between $720 million and $765 million in 2011 (down from $1.0 billion in 2010). before 
increasing to between $785 million and $830 million in 2012, and more significantly to $1 .O to $1.1 billion in 2013. These capital expenditures 
reflect construction expenditures to support customer growth, add regulated generation, and to upgrade existing facilities. The utility has 
completed much of its currently mandated environmental spending and expects little to no environmental capex over the next three years, 
although this could change if the Environmental Protection Agency institutes new requirements. PEF anticipates construction spending to be 
financed by a combination of internal cash flow, long-term debt, and capital contributions from the parent. PEF's total debt to capitalization is 
expected remain in the low to mid-50% range going forward, including Moody's standard adjustments 

PEPS overall level of capital spending over the next few years is dependent to a significant degree on whether it continues to pursue new 
nuclear generation in Florida. PEF has slowed construction of its greenfield Levy County nuclear plant significantly over the last two years, 
contributing to the moderation of the utiliws estimated capital expenditures. Because of these delays, PEF could incur fees and charges related 
to the disposition of long lead time equipment purchase orders for the plant, which the company has indicated could be material. In its April 30, 
2010 nuclear cost recovery filing, PEF included potential disposition charges of $50 million, although the final figure will not be known until 
negotiations are completed, which is expected by the time the company's first quarter financial statements are released. 

PEF's 20 10 nuclear cost-recovery filing also included an updated analysis that demonstrated continued feasibility of the Levy project. However, 
PEF's current estimated cost range, including transmission, of $17.2 billion to $22.5 billion represents a substantial potential increase over the 
$17 billion estimated when the company filed its Determination of Need several years ago, and primarily reflects cost escalation resulting from 
the schedule delays. In the event the merger with Duke is consummated, a larger and more diverse DukelProgress organization will be in a 
stronggosition to undertake the construction of new nuclear-generation in either the Carolinas or Florida in the event the new company 
decides to move forward in this direction. 

- Consolidated coverage metrics have been variable and are likely to remain at the low end of the Baa rating range 

Consolidated coverage metrics have remained fairly stable over the last several years and at the low end of the Baa rating range. These ratios 
include CFO pre-working capital to debt of 18.1% in 2010, up from 16.9% in 2009; and CFO pre-working capital minus dividends to debt of 13%, 
up slightly from 11.9% in 2009. Consolidated metrics at Progress are unlikely to improve significantly from these levels due to the company's 
substantial parent company leverage, high dividend payout ratio, limited rate relief in Florida, and continued slow growth in the service territories. 
Progress is also unlikely to issue significant equity while its merger with Duke is pending. As a result, Moody's expects Progress Energy's 
coverage metrics to remain at low end of the Baa ratio range guidelines in Moody's rating methodology for electric utilities, including CFO pre- 
working capital to debt in the 15% range going forward. These comparatively weak ratios by themselves are not supportive of the company's 
Baa2 rating, although this is mitigated by the relatively low business risk of its fully regulated utility businesses 

- High parent company debt 

Progress maintains a relatively large amount of debt at the parent company, which has increased again in recent years after falling through 
2008. Debt at the parent company rose from $2.7 billion at FYE 2008, or 20% of consolidated organization debt, to $4.2 billion at FYE 2009, or 
approximately 30% of total debt, to $4.0 billion currently (28% of total debt) following the redemption of some debt due in March 201 1, The parent 
is reliant on dividends from its utility subsidiaries to meet its interest payments and a relatively high common dividend payout, which acts as an 
additional constraint on the ratings of the utilities.. Overall leverage is likely to remain high; however, as Progress is unlikely to issue significant 
equity or redeem additional parent company debt while the merger with Duke is pending. 

- Crystal River nuclear plant April 20 11 restart delayed and lengthy outage continues 

PEF's Crystal River nuclear generating plant has been out of service since September 2009 when the company discovered a delamination or 
separation within the concrete of the outer wall of the containment structure. Repairs have been ongoing since that time with startup expected 
in April 201 1, before the company announced on March 15, 201 1 that there were indications of additional delamination resulting from the repair 
work and that repairs had been temporarily suspended, delaying the restart. On April 4, 201 1. the company indicated that it would conduct a 
thorough engineering analysis and review of the new delamination and that it could not estimate a return to service date for the plant. The 
impact of the loss of such an important baseload plant has been muted thus far by a combination of low natural gas prices and the slow 
economy in Florida. PEF maintains insurance coverage for the incremental cost of replacement power and considers replacement power and 
capital costs to be recoverable through its fuel cost recoveryclause or base rates. As of December 31. 2010, the company has spent $290 
million for replacement power and $150 million on repair costs, of which it has recovered $171 million and $1 11 million, respectively, from 
insurance. 

Progress Energy maintains an adequate liquidity profile with a $500 million revolving credit facility at the parent company that expires on May 3, 
2012 and two recently executed three year $750 million credit facilities at each of its utilities that expire on October 15, 2013. The parent 
company facility was reduced from $1.13 billion on October 15, 2010 when PEC and PEF each increased their credit facilities to $750 million 
from $450 million. 

The parent company facility includes a covenant that limits the company's debt to a maximum debt to capital ratio of 68%, and does not include 
a material adverse change representation for new borrowings. The company was in compliance with this covenant at December 31,2010 with 
a debt to capital ratio of 56%, with historically strong cash flows upstreamed from the two utilities. The parent company had $1 10 million of cash 
on hand and $469 million available under its credit facility as of December 31, 2010. The credit facility backs its commercial paper program and 
Progress had no commercial paper and $31 million of letters of credit outstanding at December 31, 2010. 

Progress raised approximately $434 million of equity in 2010 through its DRIP and equity incentive plans to further help finance utility capital 
expenditures, although additional equity issuances above this amount is unlikely while the merger with Duke is pending. 

PEC and PEF each maintain $750 million revolving credit facilities expiring in October 2013 with rates based on their long-term unsecured 
credit ratings and each has a maximum debt to capitalization covenant of 65%. As of December 31, 2010, PEC and PEF were in compliance 
with their covenants with a debt to capitalization calculations of 42% and 49%, respectively. Progress Energy's three major credit facilities 
provide total liquidity of $2.0 billion. 

In addition to its expiring credit facility in May 2012, long-term debt due over the next twelve months ending June 30, 2012 is manageable and 
includes $300 million of first mortgage bonds at PEF due June 15,2011 and $450 million of parent company debt due April 15,2012. An 
additional $500 million of first mortgage bonds due at PEC in July 2012 I A parent company bond maturity of $700 million due on March 1, 2011 
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was redeemed partly with cash on hand and partly from the proceeds of $500 million parent company bonds issued in January to prefund most 
of this maturity. 

Rating Outlook 

The rating outlook of Progress Energy is stable, reflecting the relatively low business risk of its two regulated utility subsidiaries; supportive utilit) 
regulation in its two Carolina jurisdictions; strong cost recovery provisions in all of its jurisdictions; and consolidated financial metrics that are 
expected to remain at the low end of the Baa rating range going forward. The stable outlook also reflects reduced capital expenditure plans at 
PEF, including the delay in its new nuclear construction plans. 

What Could Change the Rating - Up 

An upgrade is unlikely while the merger with Duke Energy is pending, and considering the high level of debt at the parent company and 
consolidated coverage metrics that are expected to remain at the low end of the Baa rating range. An upgrade could be considered, however, if 
there is a material reduction in parent company debt or sustained improvement in consolidated cash flow coverage metrics, including a ratio of 
CFO before working capital plus interest to interest of 4 .5~  and a ratio of CFO before working capital to debt of 20% or higher. 

Mat Could Change the Rating -Down 

Asustained decline in consolidated cash flow coverage measures below current levels, including a ratio of CFO before working capital plus 
interest to interest below 3.5~; a ratio of CFO before workingcapital to debt below 15%; a sustained decline in the supportiveness of the 
regulatory environments in Florida, North Carolina, or South Carolina; a substantial increase in leverage at the parent or utilities that is not offset 
by equity issuances 
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INVESTMENT OR RNANCIALADVCE, AND CREDIT W I N G S  ARE NOT RECOMMENDM'IONS TO 
PURCHASE, SELL, OR HOLD PARTICUM SECURITIES. CREDIT W I N G S  DO NOT COMMENT ON THE 
SUrrABlLITY OF AN INVESTMENT FOR ANY PARTlClJM INVESTOR MIS ISSUES ITS CREDIT W I N G S  
WTH THE EXPECTATION AND UNDERSTMDING T H m  E X H  INVESTOR WALL MAKE ITS OWN STLJDY 
AND EVALUATION OF E X H  SECURITY THAT IS lJNDER CONSlDEWlON FOR PIJRCHASE, HOLDING, OR 
SALE. 

ALL INFORMATION CONTANED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, 
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT lJSE FOR ANYSUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR 
MANNER OR BYANYMANS WHATSOEVER, BYANYPERSON WITHOUT MOODYS PRIOR WRITTEN 
CONSENT All information contained herein is obtained by MOODYS from sources believed by it to be accurate and 
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information 
contained herein is provided "AS Is" without warranty of any kind. MOODYS adopts all necessary measures so that 
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be 
reliable, including, when appropriate, independent third-party sources. However, MOODYS is not an auditor and 
cannot in every instance independently verify or validate information received in the rating process. Under no 
circumstances shall MOODYS have any liability to any person or entity for (a) any loss or damage in whole or in part 
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within 
or outside the control of MOODYS or any of its directors, officers. employees or agents in connection with the 
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever 
(including without limitation, lost profits), even if MOODYS is advised in advance of the possibilityof such damages, 
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observations. if any, constituting part of the information contained herein are, and must be construed solely 
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding or selling. NO W A R R W ,  EXPRESS OR IMPLIED, AS TO THE ACCURACY; 
TIMLINESS, COMPLETENESS, MERCHANTABlLrrY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY 
SUCH RATING OR OTHER OPINION OR INFORMATION IS GWEN OR MADE BY MOODYS IN ANY FORM OR 
MANNER WHATSOEVER. 

-- 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("KO"), hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating 
services rendered by it fees ranging from $1,500 to approximately $2.500.000. MCO and MIS also maintain policies 
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain 
affiliations that may exist between directors of K O  and rated entities, and between entities who hold ratings from MIS 
and have also ptiblicly reported to the SEC an ownership interest in Mc,O of more than 5%, is posted annually at 
www.moodvs.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder 
Affiliation Policy." 

Any publication into Australia of this document is by MOODYS affiliate, Moody's Investors Service Pty Limited ABN 61 
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided 
only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001 I By continuing to access 
this document %om within Australia, you represent to MOODYS that you are, or are accessing the document as a 
representative of, a 'Lvholesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations 
Act 2001" 

Notwithstanding the foregoing, credit ratings assigned on and after October 1.2010 by Moody's Japan K.K. ("MJKK") 
are MJKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like 
securities. In such a case, "MIS in the foregoing statements shall be deemed to be replaced with "MJKK. MJKK is a 
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's 
Overseas Holdings Inc., a wholly-owned subsidiary of MCO. 

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities 
of the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to 
make any investment decision based on this credit rating. If in doubt you should contact your financial or other 
professional adviser. 
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Mdor Rating Facton 

strengths: 
I( Proposed merger with P r o p s  Energy Inc. (BBBtANatch-PcsitiveIA-2) would bolster the 

businw risk proflle. 
Regulated elecMc and gas operations account for over threequarters of the credit proffle, 
whlch would Lncrcase after the proposed merger, 

supportlve regulatory environments, 

environments. and growth prospects, and 

plants, same fuel diversity, and competitive rates. 

= Regulatory risk is managed relatively well. alded In part byJurisdlcUons wlth credit- 

e Service territories are large and diverse. with largely attractive markets, regulatory 

E A large and emclent regulated power generation flcet, with well-managed nuclcar and coal 

Weakn.S%?X: 
8 SIgnlflcant capital spendlng to address cnvlnnmental and growth needs WU pnrssurc the 

flnanclal pmflle and neccssltate complete and tlmely recovery of expenses to support ncdtt 

quality, 

resolved. and 
* Unsettled regulatory h u e s  In Indkma and Ohlo that wtll dampen &It quality until 

E International and wind power development actlvltles that Increase buslness risk. 

Rationale 
The ratlngs on Duke Energy Corp. reflect the consolidated crcdlt profiles of I t s  operating 
subsldlarles. Duke Energy C a r o h  LLC, Duke Energy Ohlo Inc , Duke Energy lndlana hc., 
Duke Energy Kentucky inc.. as well as the conhibution of the company's Lath American 
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operations and existing and planned renewable generatlon Investments. Incorporating the operations 
and anticipated flnanclal profle of Progress would not af€ect Duke's r a w  and could strengthen the 
credlt proflle over t h e  as the combination produces a utillty holding company that is blgger, mom 
dlverse. and capable of Improving I t s  Rnandal performance and balance sheet. 

the Carolinas. Ohlo, Kentucky, and Indiana Progress's 'excellent business rlsk profile reflects stable 
regulated clectrlc utlllty operatlons In North and South C a r o h  and Florida through wholly owned 
suhsidlaries. Carollna Power & Ltght CO (dba Progrw Energy Carohas. Inc, PEC) and Florida 
Power Corp (dba Progress Energy Florida. Inc PEF). Duke's operatlons In Lath America conslst of 
about 4,oO megawatts (MW) of generation capaclty. Duke is planning to expand Its portfolio of wtnd 
and solargeneratiortinv&ments;cumntly ar'atmost 1;OOO M W ; - w ~ ~ ~ I ~ ~ h - - - - - - - -  
business risk compared with the regulated utUlty operations. However. the enttre segment (Commercial 
Power) Is not expected to grow to an extent that It would appreclably Influence the credlt profile of the 
post-merger Duke. 

Duke Energy's large and dlverw U.S. regulated utllity operatlons serve customem In the Carullnas 
and thc Midwest. The utllltles operatc under gmeraUy mdlt-supportive regulatory envLronments that 
provlde for sUghtly below-average m t u m  and thely movery of firel and other varlable costs. The 
utlllty operatlons benefit from operating dlverslty in flve dlfferent states, and demographlc and 
economic dlversity In servtce territories that range from average to attracttve. The utllltles have strong 
generatlon operatlons with high availability and capadty u W t l o n  factors. Rates are competitive for 
thc regtons of operations and provlde some cushion for h t m  rate incnases and fuel cost recoveries 

These strengths are offset by a slgntflcant capltal spendlng program that will total up to $5 bllllon per 
year through 201 2, with about 80% of that targeted for regulated utlllty projects. The capltal spendlng 
pmgram Is large. wlll necessltate addltlonal debt Issuance to fund. and wlll q u t r e  regular base rate 
Increases to Incorporate the new generation assets Into ratc base. As a result. ongoing effective 
management of regulatory risk that producer; Improving regulatory mturns wlll be very Important to 
support credlt quallty. 

earller rate stablllmlon plan. The ESP plan, whlch expires at the end of 201 I ,  provldes for sulggered 
base generatlon rate Increases of $36 mllllon In 2009, $74 mUon In 2010, and $98 mUon 201 1 to 
compensatc thc company for dedlcatlng about 4.000 MW of generatlon assets to serve natlve load. The 
ESP plan a b  Includes trackers for fuel, purchased power and capaclcy costs, as well as envtronmental 
expendltures, avoiding the need for any deferrals. as well as recovery of non-bypassable charges related 
to new generation. If such projects are approved by the regulator. SInce the %P was Implemented 
customer and mafgln losses due to greater compctltlve fo rm and low market prlm for generatlon In 
Ohio have eroded flnandal results and lndlcate that bustnw risk has risen In the state. Duke has 
proposed to move to a "market rate offer" (MRO) plan to replace the ESP. The existlng plan was 
designed to closely replicate a regulated. Integrated utility type of rtsk prome that is Inconsistent with 
thc manner In whlch the retall market has developed In Ohio. The MRO prop& con- a phase in 
perlod that would perpetuate the poor risk characterlstlcs ofthe Ohlo operatlons through mid-201 4, 
but It does address the long-term Issue of how the generadon assets now commltted to the ESP will be 
treated. T h e  company's ability to manage the competitive environment for the next few years and its 

strategic dedslons surrounding the t e r n  of the regulatory compact in Ohlo In the post-201 1 period 

Duke Energy's 'excellent' buslness rlsk proffle is characterized by stable regulated utlllty operatlons In 

Duke Energy Ohio's electric security plan (ESP) went Into effect In January 2009 and succeeded the 

2 
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could af€ect our overall view of Duke's risk appetite and thus ratings, even though the dlrect Impact on 
post-merger Duke of the essentlaUy market-based generation in Ohlo Is &or. 

Cost increases in Indlana related to the construction of the 630 MW Edwardsport coal plant could 
also have credlt quallty lmpllcations as Duke attempts to buttress Its ability to eventually reflect the 
hlgher costs in rates through the regulatory pmess. The integrated gastflcatton cornbhed cycle (IGCC) 
penerating station offers potential environmental and effldency advantages over conventtonal coal-flred 
plant technology, but It has not been constructed on thk xale and has proven to be an engineerlng and 
flnanclal challenge. PmJected costs to complete the proJect have risen slgntRcantIy (almost 50%), and 
only a portion of the overruns have been reviewed and effectively deemed prudent. If Duke Is 

compelled to accept more risk In order to complete the proJect, I ts  profldency in managing that rlsk 
will be an lmportantelernent in-assess~-itsSIW~~A recent declslon by the parties to 
renegotiate a settlement on Edwardsport construction and cost recovery could yet have credlt 
Impllcatlons. Publlc perception of the settlement, whlch requires approval by Indiana regulators, may 
have been affected by recent revelations of interactions between regulators and the utillty that have led 
to dlsmlssals or reslgnations of several utlIity executives and regulators. Credit quallty would only be 
Impaired if a new settlement or a regulatory deckion resulted In a large disallowance or W e d  
signlllcant rlsks to Duke as a condltlon to completing the plant, and Duke decides to pro& with 
construction on that basis. 

Standard & Poor's asdbes hlgher bushes  rlsk to Duke's international operations due to the 
uncerta!nty of the local political and regulatory environments Irt the countries where it operates, 
especlaUy Bra?& Peru, and Argentlna. The Latin Amerlcan assets have been self-fundlng, and no cash 

flow from ovemas is factored into our analysis of Duke's abillty to service the US. rated debt. Any 
substantial capital spending at the lnternatlonal operations could have ratings Impllcations. dependlng 
on the risk proflie of the spending Duke Is also pursuing the growth of Its wind generadon business 
that Is expected to be flnanced in a wedlt neutral manner and under a model that mhimkes market 
rlsk through long-term contracts with sultable counterpartles. Any acceleration in the growth of thls 
segment could also affect ratings. 

Duke's consolldated flnanclal risk proflle is in the signiffcant category and Is expected to remain in 
that category after the merger. W e  fecent historical d t  metria have been strong, in part reflecting 
low debt leverage, the flnandal profile Is expected to weaken modestly over the intermediate term given 
the company's large capltal spendlng program and the  proposed merger. Because the associated cash 
flow generatlon will lag capital spending until several generation proJects currently under construction 
are included in rate base, credlt protection measures wlll weaken from 20 10 levels. albeit at Ievels that 
should still support the m n t  ratlngs. AdJusted debt leverage Is expected to be at or below 50% and 
adJusted FFO to total debt to be between 15% and 20% to support c m t  ratlngs 

~- -- 
__ - 

 short-^ d t  factms 

The short-term ratlng on Duke Energy Is 'A-2' and Iargely reflects the company's long-term corporate 
credlt ratlng and the stable regulated utUlty operations that generate the bulk of cash flows. Uquldlty Is 
adequate under Standard & Poor's corporate liquldity methodology, whlch categorizes liquldlty in five 
standard descriptors. Adequate liquldity supports Duke's 'A-' credit rating. Projected sources of 
Hquldlty, malnly operatlq cash flow and available bank lines, exceed pmJected uses, malnly necessary 
capital expendltures, debt maturities. and common dividends, by more than 1 . 2 ~ .  Duke's ability to 
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absorb Ngh-impact, low-probablltty events with llmlted need for refinandng. I t s  flevtbllity to lower 
capltal spendlng or sell assets, Its sound bank relationships, Its solld stan- in credlt markets, and 
generally prudent risk management further support our description of llquldlty as adequate 

Duke Energy’s debt maturlties total about $600 mllllon In 201 1. The company has a $3.14 blUlon 
master revolving nedlt faduty maturing in 2012 with approximately $2.5 blillon currently available. 
The master awllt fadllcy con- a sub-hilt of $1.1 b W n  for Duke Energy. $840 mllUon for Duke 
Energy Carolinas, $650 mllllon for Duke Energy ONo, $450 mllllon for Duke Energy lndlana. and 
$100 mllllon for Duke Energy Kentucky. 

OutIook 

___ -The outlook-on-DukeEnergy Isstable-and reflects S t a i i W & ~ r T j T i 5 J E G i 5 f ~ y  flnancfal 
performance while the company succwfully completes the merger with Progress Energy and Its 

conslderable construction proJects without further delays or cost Incrrases. We could lower ratings or 
Institute a negatlve outlook If credit protection measures unduly weaken or if adverse developments In 
lndlana or Ohio lead to a concluslon that bushes risk has worsened. A declslon to proceed with the 
merger even If conditions enacted by regulatm In the approval pmess undermine the Rnanclal bask 
for the transactlon would also lead to lower ratings. The outlook could be sevlsed to posltive if the 
merger is completed with Ananclal paraieters intact, and if the large capital program is succwMy 
completed and Is not extended by new spending, especlaUy on nudear generation. 

Accounting 
Duke Energy’s flmnclal statements are prepared under gewaHy accepted accounting principles In the 
U.S. (GAAP). The company applies “regulatory accounting” to a maJorlty of Its operations, whlch 
pamlts some Incurred carts or beneRts that are expected to be recovered or refunded through future 
mtes to be deferred and recorded as regulatory assets or Ilabllttles. As of Dec. 31,2009, regulatory 
s e t s  of $3,886 bllllon exceeded regulatory llabillties of $3,108 bllllon. 

capltalMng operatlng leases. and the shorlfaU In pension funding. As of Dec. 31,2009, Standard & 

Poois adjusted debt for $279 d o n  of recelvables sold. $419 d o n  of capltallzeed operating leases, 
and $782 d o n  for the short-fall In pension fundlng. These items represent 9% of Duke Energy’s 
reported debt. As of Dec. 31,2009. Duke Energy had $4.4 billion of goodwlll, about 8% of total 
assets. 
Table 1 

Standard & Poor’s makes adJustments for certaln off.-balance-sheet Items: mlvables sales, 

12.886.0 14.9969 10 293 3 135667 
- 

1 291 3 

4,1053 35525 1 E937 3051 8 
-- Net income from mnt opei 1.288.0 1562 4 635 7 

fu& frnm operatfuns (FFO) 
- 

.- 
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Duke Eoerlgy Cop. 

TaEe 1 

Capital expenddures 40246 39021 1,932 2 36095 

1360 711 3 1.231 3 4210 

10,265 3 19,403 3 16.429 5 19,610 3 Debt 

Preferred stodc 00 7467 185 8 135 5 
11.439.5 

DeM and equity 37.901 8 33 870 0 17 3W 4 30 842 8 

-___I---I_- 

Cashand shwt term investments 
--_I__ 

- -""- --- I - 
----_I--I_. --__-__ lll--_______l_^l__l__ 

-- 21.472 3 14,259 7 7.035 2 - Equity - 

EBF interest coverage [x) 33  3 3  2 5  2.4 -- 
-FFOEGFM 5 7  43 3 9  3 4  ___ 

25 0 18 1 18 4 15 7 
--_____I__ --"I-- _I_ 

FfD/debt (%] 

Net cash flow / cap 1%) 
Ofwetlonay cash flaw/debI (%) (9 81 (9 81 (4 8) (9 a 

65 4 
Totid dewdebt plus eauitv I%) 43 3 57 9 59 3 62.9 

- 13 1 58 0 77 3 - - 

4iscalyeerendedDec 31- --. _____ 
2009 Mwp 2w7 m 2mS 

A /Pffi~bVdA 2 A /P~~ltrve/A 2 A /Stable/- BBB/PositlVe/- RBWStabldA 2 
.-" ~- 

--l_l-__l 

Rating history ---"--- 

I___ ----- - " - ~  
(MJ. sl 

12.7310 13M70  12,7200 16 124 8 16,7460 Revenues 

Net intome from conttnuinq operations 1 063 0 1,2790 15220 2 OB9 1 2 533 0 

-- 
- ~ _ _  ~- ---- __.--- 

Fbnds from operations [EO) 39502 39859 43799 40815 3.062 7 

3 928 3 2270 9 Capita expenditures 

Cash a id  short term investments 15420 1.0370 11150 24048 11430 

lR8410 16 971 7 13 415 7 21 4908 16 770 5 Deb! 

Preferred stak 0 0  00 00 00 00 

-r_____l____l 

44782 32278 
1 ~ 1  

43617 - I 

___--I_ "-__II- ~ _ _ _ _  ___"..-&" _I_.- 

.-" --c--_. 

16 360 6 

33 131 1 
-- E W t y  21 8860 21 151 0 21.3800 26 804 3 

407210 381227 348557 48 295 I Debt and equity 

A d m r a l i m  

I_ 

-..- --"I 

www standardandpoors.com 5 

http://standardandpoors.com


Case No. 2011-125 
AG-DR-01-016 (2.10) attachment 
Page G of 9 

Duke E n q y  Coq. 

Tabla2 

Debudebt and equity (%) 46.3 44.5 38.7 44.5 50 6 
Return on common equity (%) 3.8 5.0 5.9 93 150 
Common dlvidend paycut ratio lusadl) 1%) 115.0 89.4 71.6 77.3 43.4 

,I..--...._ 

..-.,- -..-I__. 

or securitized 

104.5 23.9 239 23.9 80 6 60.6 36.7 -..”,-----., 
Operating leases 419.3 

obligatiom 

induded in repated 
debt 

Capitalized mnterest 
Share-based - 
compensation expense 

Postretirement beneflt 7620 (41.0) (41.0) (41.0) - 533.7 533.7 - 

kcrued Interest not 222.9 - - I - L - .I*_ -~ 

- I - 1020 (1020) (1020) (1020) 
- 40,O 

- ..- 
.- - - I - 

Rdassification of - - - 3100 - - I - 
nonoperating income 
(expenses) 
Reclassification of - - 
workingcapital cash 
flow changes 
Omer 123 7 I_ - 

-- 
I - - _. 13 0 - 

.- __I-- - - - 6 1  (380) (360) 
Total adiustments 1,826 0 63 5 22~9 2929 1460 4142 487.2 (65 31 

Related Cdtmk And Research 
Crlterla Methodology: Bushess RlsMFhanctal Risk Matrix Expanded, RatkgsDLrect May 27.2009 
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Duke EaeJgy corp. 

e Standard & Poor's Updates Its US Udlity Regulatory Assessments. RathgsDLrect. March 12,2010. 

Duke Energy Cop 
Ccrpwate Ciedit Rating AdtabldA 2 
Commercial Papi 

Local Currency A 2  

Senior Unsearred (6 %sues) EBB. 

21 May zW7 A EtablelNR 

O4-Apr 2006 BBBIStabldNR 

2.5 May 2M6 BBB! POSI~UE'NR 

- avsineaRisltprofile Excellent 
fiMflCk3\i%SkAofile 

aelrrM&%kiritil?$ 
2011 %so0 Mil 
2012 $1 850 bil 
M13 51 443 bil 

s I g n I fi ca n t 

2014 s i  398 hi 

Relilhsd EnMies 
C1nCapV 11c 
Senlor Secured (1 Issue) 
Cinergy Corp 

ISSUET Credit Rating 

Comrnenlal Papw 
local Currency 

Preferred Stock (1 Ime) 

Senlor Unsecured (2 Issues) 
Clnergy Cnrp F u n d q  Trust i 

Prefwred Stock (1 Issue) 
Diike Energy Carolinas LLC 
IauerCredlt Rating 

Senior Secured (14 Issues) 
Senior Secured (1 law) 
Seniw Secured (3 l w e s ]  

Senlor Unsecured (6 issues) 

Senior Unsecured (3 Issues) 
Duke Energy Kentucky Int 

I s e r  Credit Rating 
Sew Unsecured (4 Issues) 
Duke Energy Ohio Inc 
Issuer Credlt Ratlng 

%?lor SenTed (5 Isees) 

BB&/Stable 

A IStablefA 2 

A 2  

BEB 

BBBJA? 

BB0 

A./StsMe/A 2 

A 

N A  2 

NNR 
A- 

A I A 2  

A IStabldA 2 
A 
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Duke Eaeqy Carp. 

Senlor Secured (1 Issue) AAtIStable 

A. 
A /A-2 

Senlor Unsecured (12 Issues) 
Senb Unsecured (2 Isues) 
'Unless othenvlse noted, all ratings In this report are global scale ratlngs. Standard & Poor's aedit ratings on the global wele are 
comparable acmss countlies Standard & Pwr'scredlt ratings on a naUonai Kale are relatlve to obllgon or obilgatlons within that specific 
CO!Jnby 
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The ratings on Duke Energy C a r o b  LLC (DEC) are based on the consolldated credit pro& 
of Its parent, Duke Energy. rcflecthg the consolldated credit proRles of I ts  operating 

stibsldlarics DEC, Duke Energy Ohlo Inc., Duke Energy Indlana Inc., Duke Energy Kentucky 
Inc., as well as the contrfbutlon of the company's Latln American operations and existing and 
planned renewable generatlon Investments. !ncorpomtfng the operatlorn and antldpated 
finandal profile of Progress would not affect Duke's ratings and could strengthen the mdlt  
pmflle over time as the combinatlon produces a utlllty holding company that is bfgger, more 
diverse, and capable of Improving I t s  flnanclal performance and balance sheet. 

DEC Is Duke Energy's largest subsidiary. serving 2.4 million as tomes  and providing about 
half of consolidated operating Income. It generates, transmits, dmbutes,  and sells electricity 
to customers In central and western North Camllna and westem South Carolina. SubstmtJally 
all of Its operatlons are regulated at the state and federal level. 

Duke Energy's excellent buslness rlsk pmffle is characterized b,y stable regulated utlllg 
operatlorn in the Carolinas, Ohio, Kentucky, and Indiana. Progress's 'wcellent business rlsk 
pmNe reflects stable rcgulatcd elcaric utlllty operations In North and South Carollna and 
Florida thmugh wholly owned subsidlarles. Carollna Power & Llght Co. (dba Progress Energy 
Camllnas, Inc, PEC) and Florlda Power Corp. (dba Progress Energy Florida, Inc. PEF). Duke's 
operations In Latin Amerlca conslst of about 4,000 megawatts FNV) of generation capactty. 
Duke Is planning to expand its portfollo of wind and solar generatlon Investments, currently at 
almost 1.000 MW, whlch are viewed as having hlgher business rlsk compared with the 
regulated utility operations. However, the entlre segment (Commercial Power) is not expected 
to grow to an extent that It would appreciably Influence the d t  profile of the past-merger 
Duke, 
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Duke Energy’s large and dlverse U.S. regulated utlllty operations Serve alstomers in the Carolinas and 
the Midwest. The utlllties operate under generally credlt-supportive regulatory envlmnments that 
provide for slightly below-average returns and timely recovery of fuel and other variable costs. T h e  
utility operations beneflt from operating dlverslty In flve different states, and demogxaphlc and 
economic dlverslty in service territories that range from average to attractive. The utilities have smng 
generatlon operations wlth Ngh avdablllty and capaclty utlllzation factors. Rates are competitive for 
the regions of operations and provide some cushion for future rate Increases and fuel cost recoveries. 
These strengths are offset by a slgnlficant capital spending program that will total up to $5 bllllon per 
year through 2012. wlth about 80% of that targeted for regulated utlllty ProJects. The capital spendlng 
pmgramBlaTgeSVlKiiEEEh~Cdi debt issuance to fund, and will requlre regular base rate __ 

increases to incorporate the new gcneratlon assets into rate base. As a result, ongoing effectlve 
management of regulatory rlsk that produces Improving regulatory returns wfll be very Important to 
support credlt quality. 

Duke Energy Ohlo’s dectrlc sccurlty plan (ESP) went into &ect In January 2009 and succeeded the 
carIier rate stabht lon plan. The ESP plan, whkh explres at the end of 201 1, pruvldes for stagered 

base generation rate Increases of $36 mllllon in 2009, $74 million in 2010, and $98 million 201 1 to 
compensate the company for dedlcatlng about 4.000 Mw of generation assets to serve native load. The  
ESP plan also includes trackers for fuel, purchased power and capacity costs, as well as environmental 
expendtuces, avoldlng the nced for any deferrals. as well as recovery of non.bypassable charges related 
to new generation, if such projects are approved by the regulator. Slnce the ESP was Implemented, 
customer and margin losses due to greater competitive forces and low market prices for generatlon In 
Ohlo have eroded Anandal results and indlcate that business risk has risen In the state. Duke has 
proposed to move to a ’market rate offer” (MRO) plan to replace the ESP. The &tlng plan was 
designed to closely replicate a regulated, integrated uWty type of h k  proflie that is inconsistent with 
the manner In whlch the retall market has developed in Ohlo The MRQ proposal contalns a phase-In 
perfod that would perpetuate the poor rlsk characterfstics of the Ohio operatlons through mid-2014, 
but It does address the long-term issue of how the generation assets now committed to the ESP will be 
treated. The company’s ablllty to manage the competltlve envlronment for the next few years and Its 
strategic declslons surroundLng the terms of the regulatory compact in Ohio In the post-201 1 period 
could affect our overall view of Duke’s rlsk appetite and thus ratlngs, even though the dlrect Impact on 
post-merger Duke of the gsentlally market-based generation In Ohio Is minor 

Cost Increases in Indlana related to the construction of thc 630 MW Edwardsport coal plant could alsa 
have credlt quallty Impllcatlons as Duke attempts to butb-ess I t s  ablllty to eventually reflect the hlgher 
costs In rates through the regulatory process. The Integrated gaslflcation combined cycle (IGCC) 
genemtlng statlon offers potential environmental and efffdency advantages over conventlonal coal-fhd 
plant technology, but It has not been constructed on thLs scale and has proven to be an enpineerhg and 
flnanclal challenge. Projected costs to complete the proJect have rfsen Slgnlficantly (almost 50%). and 
only a portion of the ovemm have been revtewed and effectlvely deemed prudent. If Duke Is 
Compelled to accept more rlsk In order to complete the proJect, its profldency in managIng that rlsk 
will be an Important element In assessing its credftworthlnes. A recent decision by the parties to 
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renegottate a settlement on Edwardsport consmicdon and cost recovery could yet have credit 
ImplIcatIons. Publlc perceptton of the settlement, whlch requires approval by Indiana regulators, may 
have been affected by recent revelations of interacttons between regulators and the iitllity that have led 
to dlmlssals or restgnations of several uttllty executives and regulators. Credit quality would only be 
lmpalrrd lfa new settlement or a regulatory decision resulted in a large disallowance or shifted 
slgnlflcant risks to Duke as a condltlon to completing the plant, and Duke decides to proceed with 
constnictlon on that bash. 

Standard & Poor's ascribes higher business risk to Duke's international operations due to the 
uncertainty of the local polltical and regulatory environments in the countries when: It operates, 
e s p e d d l l ~ B r ~ ~ P ~ d - ~ ~ T h ~ - ~ ~ ~ v e  been &%ndlng. and no cash 
flow fium overseas Is factored into our analysis of Duke's ablllty to sewla: the U.S. rated debt. Any 
substantial capltal spending at the Internattonal operattons could have ratings Implications, depending 
on the rlsk proflle of the spending. Duke is also pursuing the growth of I t s  wind generation buslness 
that Is expected to be Ananced In a credlt-neutral manner and under a model that mlnhizes market 
rlsk through long-term contracts with suftable counterpartles. Any acceleration In the growth of thk 

segment could also affect ratings. 

Duke's consolldated Anancial rlsk profile is in the signtffcant category and is expected to rematn In that 
category after the merger. WhIle recent htstorfcal credit metrics have been strong, in part reflecting low 
debt leverage, the flnandal proflle is expected to weaken modestly over the Intermediate term given the 
company's large capltal spendlng program and the proposed merger. Because the assoclated cash flow 
generation wlll lag capltal spending until several generation projects currently ander constructton are 
Included In rate base, credit protection meaSureS will weaken fium 2010 levels. albelt at levels that 
should still support the current ratings. AdJusted debt leverage is expected to be at or below 50% and 
adJusted FFO to total debt to be between 15% and 20% to support cunent ratings. 

ShaFt-t- d t  fiim 
The short-term rating on DEC is 'A-2'. Liqufdity is managed at the parent and largely refleas the long- 
turn corporate credtt rating and the stable regulated utlllty opcratlons that generate the bulk of cash 
flows. Llquldlty Is adequate under Standard & Poor's corporate llqufdlty methodology, whlch 
categorim liquidity in flve standard descriptors. Adequate liquidity supports Duke's 'A-' credit rating. 
Projected sources of llquldity. malIlry operating cash flow and avallable bank hes, exceed proJected 
uses, mainly necessary capltal expenditures, debt maturities, and common dividends. by more than 
1 . 2 ~ .  Duke's ablllty to absorb hlgh-Impact. low-probablllty events with limited need for refinancing, Its 
flexlbillty to lower capltal spendlng or sell assets. I t s  sound bank relatlonshlps, its solld standlng in 
credit markets, and generally prudent rlsk management fi~rther support our description of llquldity as 
adequate. 

Duke Energy's debt maturitlcs total about $ 6 0  mllllon in 201 1. The company has a $3.14 blllion 
master rwoMng &It fadllty maturing In 2012 wtth approximately $2.5 billion currently avallable. 
The master credtt facility contains a sub-Wt of $111 blllion for Duke Energy, $840 mWon for Duke 

www .standardandpoors.com 3 

http://standardandpoors.com


case NO. 2011-124 

Page 4 of 5 
AG-DR-01-016 (a.11) attachment 

Energy Carolinas. $650 mllllon for Duke Energy Ohlo, $450 million for Duke Energy Indana, and 
$100 mWon for Duke Energy Kentucky. 

-veJYM@ 
We assign recovery ratings to Rrst mortgage bonds (FMBs) issued by investment-grade U.S. uttlltles, 
whlch can result in issue mags belng notched above a utility's corporate credit rating (CCR) 
depending on the CCR category and the extent of the collakraI coverage. The Investment grade FMB 
recovery methodology Is based on the ample Morical record of nearly 100% recovery for secured 
bondholders In utillty bankniptcles and our view that the factors that supported those recoveries 
(Ilmlted slze of the creditor class and the durable value of umty ratebased assets durlng and after a 
reorgantzation gtven the essential service provided and the Ngh replacement cost) will persist in the 
future. Under OIU notching criteria, we conslder the Ilmltatlons of FMB issuance under the utility's 
Indenture relative to the value of the collateral pledged to bondholders, management's stated Intentlons 
on future FMB Issuance, as well as the regulatory ilmitatlons on bond issuance when assigntrig Issue 
ratings to utiuty Fh4Bs. FMB ratings can exceed a uttllty's CCR by up to one notch in the 'A' category, 
two notches In the 'BBB' category, and three notches In speculative-grade categories. (See Cdtmb: 
Changes To CouSteral RequhmmLF For '1 +'Recovery Raw On US. Lltilityi?. Mortgage Bon& 
published Sept. 6.2007.) 

FMBs at DEC bene& from a Arst-priority Ilen on substanttally all of the utfllty's real property owned 
or subsequently acquired. Collateral coverage at each of those subsidiaries of 1 . 5 ~  supporn a recovery 
ratlng of 'I+' and an Issue rating one notch above the CCR. 

Outlook 
The outlook on Duke Energy and subsIdMffi Is stable and reflects Standard & Poor's projection of 
steady flnanclal performance whlle the company successfully completes the merger with Regress 
Enerm and Its  consldaable construction projects wlthout further delays or cost Inmeases. We could 
lower ratings or tnsttute a negative outlook tf credit pmtection measures unduly weaken or If adverse 
developments in Indiana or Ohlo lead to a condwton that business rtsk has worsened. A decision to 
pmceed wlth the merger even If condltions enacted by regulators In the approval pmces undermlne the 
flnandal basis for the bansactfon would also lead to lower ratings. The outlook could be rwised to 
posltlve if the merger is completed with Rnanclal parameters intact, and tf the large capltal program Is 
successfully completed and Is not extended by new spending, especially on nuclear generation. 

Related Critmh And Reseatch 
0 Criterta Methodolow. Bttsiness RLsklFlnancfal Risk M a m  Expanded. b t h @ h c t  May 27,2wl9 
0 Standard & Poor's Updates Its US. IJtlllty Regulatory Assessments. RatingsDirect, March 12, 2010. 
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Rationale 
The ratings on Duke Energy Indiana Inc. (DEI) are based on the consolidated credit profile of 
its parent, Duke Energy, reflecttng the credlt proflles of its operating subsidiaries Duke Energy 
Carolinas LLC, Duke Energy Ohio, Inc., DEI, and Duke Energy Kentucky, Inc.. as well as the 
contribution of the company’s Lath American operations and exlsting and planned renewable 
generation investments. Incorporating the operations and anticipated financial proflle of 
Progress would not affect Duke’s ratings and could strengthen the d i t  proflle over t h e  as 
the combhatton produces a utlllty holding company that Is blgger. more dlverse, and capable 
of improving Its flnancial performance and balance sheet. 

DEI Is a M y  regulated, Integrated electric utility with operations In north central, central. and 
southern Indiana. W~th  a little less than 800,000 customers. substantially all of its operatlons 
are regulated at the state and federal level Its business risk pmflle is ‘excellent’. 

Duke Energy‘s ‘excellent’ buslness risk pmflle is characterized by stable regulated utility 
operatlons In the C a r o h ,  Ohio, Kentucky, and Indiana Progress‘s ‘excellent hushes risk 

proflle reflects stable regulated electric utility operations in North and South C a m h  and 
Florida through wholly owned subsldtarles, C a m h a  Power & Light Co. (dba Progress Energy 
Carolinas. Inc, PEC) and Florida Power Corp. (dba Progress Energy Florida, Inc. PEF). Duke’s 
operations in Latin America conslst of about 4,000 megawatts 0 of generatton capacity. 
Duke Is planning to expand its portfolio of wind and solar generation investments, currently at 
almost 1,000 MW, which m viewed as having hlgher business risk compared with the 
regulated utility operations. However, the entire segment (Commercial Power) is not expected 
to grow to an extent that It would appreciably influence the d l t  proflle of the post-mager 
Duke. 



Duke Energy's large and dlverse US. regulated utillty operations serve customers in the Carolinas and 
the Midwest The utilities operate under generally credit-supportive regulatory environments that 
provide for slightly below-average returns and timely recovery of fuel and other variable costs T h e  
utility operations beneflt fkom operating diversity in flve different states, and demographic and 
economic diversity in servlce territories that range from average to attractlve. The utilities have stmng 
generation operations with high avaIlabUty and capaclty utilization factors. Rates are competitlvc for 
the regions of operations and provide some cushion for futurc! rate increases and fuel cost recoveries. 
These strengths are offset by a significant capital spending program that will total up to $5 billion per 
year through 2012, with about 80% of that targeted for regulated utility projects. The capital spendlng 
pmgram Is large, will necessitate additional debt Issuance to fund. and will require regular base rate 
increases to incorporate the new generation assets into rate base. As a result, ongoing effectlve 
management of regulatory risk that produces improving regulatory returns will be very Important to 
support credit quality. 

Duke Energy Ohia's dectric security plan (ESP) went into effect in January 2 0 9  and succeeded thc 
earlier rate s t a b h t i o n  plan. The ESP plan, which expires at the end of 201 1, provides for staggered 
base generation rate increases of $36 million in 2009, $74 million in 201 0, and $98 million 201 1 to 
compensate the company for dedicating about 4,000 MW of generation assets to serve native load. The 
ESP plan also includes trackers for fuel, purchased power and capacity costs, as well as environmental 
expenditures, avoiding the need for any deferrals, as well as recovery of nom bypassable charges related 
to new generation. if such projects are approved by the regulator. Since the ESP was implemented, 
customer and margin losses due to greater competitive forces and low market prices for generation in 
Ohio have emded financial results and indicate that business risk has risen in the state. Duke has 
proposed to move to a "market rate offer" (MRO) p h  to replace the ESP. The existing plan was 
designed to closely repllcate a rcgulatcd. integrated utlllty type of risk proffle that is inconslstent with 
the manner in which the retail market has developed In Ohio. The h4RO proposal contains a phase-In 
period that would perpetuate the poor risk characteristics of the Ohio operations through mid-2014, 
but it does address the long-term Issue of how the generation assets now committed to the ESP wlll be 
treated. The company's ablllty to  manage the competitive environment for the ncXt few ycars and its 

strategic decisions surrounding the terms of the regulatory compact in Ohio in the post-201 1 period 
could affect our overall view of Duke's risk appetite and thus ratings, even though the direct impact on 
post-merger Duke of the essentiaJly market-based generation in Ohio Is minor. 

Cost inmases in Indiana related to the construction of the 630 MW Edwardsport coal plant could also 
have credit quallty implications as Duke attempts to buttress its ability to eventually reflect the higher 
costs in rates through the regulatory process. The integrated gasification combined cycle (TCCC) 
generating station offers potential environmental and effldency advantages over conventional coal fhd 
plant technology, but it has not been constructed on thJs smlc and has pmven to be an engineering and 
flnancial challenge. Projected costs to complete the project have risen significantly (almost 50%), and 
only a portton of the overruns have been reviewed and effectively deemed prudent. I f  Duke Is 
compelled to accept more risk in order to complete the project, its prafldency in managing that risk 
wlll be an important element in assessing its creditworthiness, A recent decision by the parties to 



renegotiate a setrlement on Edwardsport construction and cost recovery could yet have credit 
Implications. Public perception of the settlement, which qutres  appmval by Indiana regulators, may 
have been af€ated by recent revelatlons of interactions between regulators and the utlllty that have led 
to dismissals or resignations of several utility executives and regulators. Credit quality would only be 
Impaired lf a new settlement or a regulatory decision resulted in a large Nsallowance or shifted 
si@cant risks to Duke as a condltion to completing the plant. and Duke decides to proceed with 
constructlon on that bash. 

Standard &Poor's ascribes higher business risk to Duke's internatlonal operations due to the 
uncertainty of the local political and regulatory envlronments in the countries where it operates. 
especially Brazll, Peru, and Argentina. T h e  Latin American assets have been self-funding, and no cash 
flow from overseas Is factored into our d y s I s  of Duke's ablllty to servlce the LJ.S. rated debt. Any _- 
substantial capital spending at the international operatlons could have rating Implications, dependtng 
on the rtsk profile of the spending. Duke is also pursuing the growth of its wind generatlon business 
that is expected to be h c e d  in a credlt-neutral manner and under a model that minimizes market 
risk through long-term contracts with suitable counterparties. Any acccleratlon in the growth of thk 
segment could also affect ratings. 

Duke's consolidated flnandal rtsk pmffle Is in the sl@cant category and is expected to remain in that 
category after the merger. WMe recent historical credit metrtcs have been strong, in part reflecting low 
debt leverage, thc flnanclal pmflle Is expected to weaken modestly over the intennedlate term given the 
company's large capital spendlng program and the proposed merger. Because the assoclated cash flow 
generation will lag capital spending until several generation projects currently under construction are 
included in rate base, credlt protection measures will weaken from 2010 levels, albeit at levels that 
should stlll support the current ratlngs. AdJusted debt leverage Is expected to be at  or below 50% and 
adJusted FFO to total debt to be between 15% and 20% to support current ratlngs. 

Sho-rt-tm apdlt factars 

DEI'S short-term rating is 'A-2'. Llquldlty Is managed at the ultimate parent and largely reflects the 
long term corporate a d i t  rating and the stable regulated utlllty operations that generate the bulk of 
cash flows. Llquidlty Is adequate under Standard & Poor's corporate liquidity methodology, which 
categorim liquidity in five standard descriptors. Adequate liquidity supports Duke's 'A-' credit rating. 
ProJected s o w  of liquidity, mainly operating cash flow and available bank lines, exceed proJ&ed 
uses, mainly necessary capital expenditum, debt maturities. and common dividends, by more than 
1 . k  Duke's ablllty to absorb Ngh-impact. low-probablllty events with h i t e d  need for refinancing, its 
flexlbillty to lower capital spending or sell assets, its sound bank relationships, Its solid standing In 
credit markets, and generally prudent rlsk management further support our description of Hquldlty as 
adequate. 

Duke Energy's debt maturities total about $600 million In 201 1. Thc company has a $3.14 bllllan 
master revolving credit facility maturing In 2012 with approximately $2.5 blllion currently available. 
The master credit fadllty contains a s u b - W t  of $1.1 bUon for Duke Energy. $840 million for Duke 
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Energy Carolinas, $650 million for Duke Energy Ohio, $450 million for Duke Energy Indiana, and 
$100 M o n  for Duke Energy Kentucky. 

R-verydlystr 
We assign recovery ratings to f h t  mortgage bonds (FMBs) issued by Investment-grade IJ.S. utilities, 
which can result in issue ratings being notched above a uWty's corporate credit rating (CCR) 
depending on the CCR category and the extent of the collateral coverage. The investment grade FMB 
recovery methodology is based on the ample Nstorical record of nearly 100% recovery for secured 
bondholders in utillty bankruptcles and our view that the factors that supported those recoveries 
(Ilmfted ske of the credltor class and the durable value of utility rate-based assets durlng and after a 
rwrganlzation given the essential service provided and the high replacement cost) will p&t in the 
future. Under our notcNng criteria, we conslder the limitations of FMB issuance under the ufflfty's 
indenture relatlve to the value of the collateral pledged to  bondholdefs, management's stated Intentions 
on future FMB issuance, as well as the regulatory Ilmltations on bond issuance when assigning issue 
ratings to utility FMBs. FMB ratings can exceed a utility's CCR by up to one notch in the 'A' category, 
two notches in the 'BEB' category. and three notches in speculativegrade categories. (See Criteria: 
Chaqges To Cousteral Requhments Far 'l+'Rerowy Re- On US. UtiUlty F h t  Mortgage Bonds, 
published Sept, 6,2007.) 

FMBs at DEI benefit from a ht-priority lien on substantially all of the utlllty's real praperty owned or 
subsequently acquired. Collateral coverage at each of those subsidlarics of 1.5 ttmes supports a 
recovery rating of I +  and an issue rating one notch above the CCR. 

Outlook 
T h e  outlook on Duke Encrgy and subsidiaries is stable and reflects Standard & Poor's pmJection of 
steady financial performance whlle the company SUC&IQ completes the merger with Progress 
Energy and its considerable construction projects without funher delays or cost Increases. We could 
lower ratings or institute a negative outlook if credit protection measures unduly weaken or If adverse 
developments in lndlana or Ohlo lead to a conclusion that business rlsk has worsened. A decision to 
proceed with the merger even if conditions enacted by regulaton in the approval process undermine the 
financial basis for the transaction would also lead to lower ratings. The outlook could be revised to 
positive If the merger is completed with financial parameters intact, and if the large capital program is 
successfully completed and is not extended by ncw spending, especially on nuclear gencratlon. 

Related Cxiteri2 And R d  
Crlteria Methodolo,gy: Busine~s RisMFinanclal Rlsk Matrix Expanded. Rat tngsDht  May 27,2009 
Standard & Poor's Updates Its U.S Utility Regulatory Asswments, RatlngsDirect, March 12, 2010. 
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uke Energy Kentucky 
Rationale 
The ratings on Duke Energy Kentucky Inc (DEK) are based on the consolidated mdl t  proffle 
of its patent, Duke Energy, reflecting the mnsolldated credit proflles of its operating 
subsidlarles Duke Energy C a r o b  LLC, Duke Energy QNo, Inc. (DEO), Duke Energy 
Indiana Inc., and DEK, as well as the contribution of the company's Latin American 
operations and existing and planned renewable generation investments. Incorporating the 
operations and anticipated financial proffle of Progress would not affect Duke's ratings and 
could strengthen the credlt proflle over t lme as the combination produces a utUtty holdlng 
company that is bigger, more diverse, and capable of Improving its financial performance and 
balance sheet. 

DEK. a dfrect subsldlary of DEO, is a fully-regulated combination electric and natural gas 
utUtty with operations In Kentucky. Its business risk proffle is excellent. 

Duke Energy's excellent business rlsk pmflle is characterized b,y stable regulated utility 
operaaons in the Carolinas, Ohlo, Kentucky, and Indiana, Progress's exceltent bushes risk 
proflle reflects stable regulated electrlc utllity operations in N o h  and South C a r o h  and 
Florida through wholly owned substdfarles, Carolina Power & Light Co. (dba P r o p  Encrgy 
Carollnas, Inc, PEC) and Florida Power Corp. (dba Progress Energy Florida, Inc. PEF) Duke's 
operations in Latin America consist of about 4,000 megawatts FNv) of generation capacity. 
Duke is planning to expand its portfolio of wind and solar generation investments, currently at 
almost 1,000 MW, whlch are vlewed as having Ngher business risk compared with the 
regulated utillty operations, However. the entire segment (Commercial Power) is not expected 
to grow to an extent that it would appredably influence the credit profile of the post-mqei 
Duke. 
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Duke Energy's large and diverse LIS. regulated utlllty operadons serve customers In the Cambas and 
the Midwest. The utllltles operate under generally credit-supportlve regulatory environments that 
provide for sllghtly below-average returns and timely recovery of fuel and other variable costs. The 
utlltg operations benefit fmm operating diversky In flve dlfferrnt states, and demographic and 
economic diverstty In service territories that range from average to attracdve. The utilities have strong 
generatlon operations wlth hlgh avaUabUlty and capactty utllJzadon factors. Rates are competitive for 
the regtons of operations and provide some cushlon for future rate Increases and fuel cost recovertes. 
These strengths are offset by a signiflcant capltal spending program that will total up to $5 bllllon per 

program Is large, wiU necessitate additional debt Issuance to fund, and wlll r q u h  regular base rate 
Increases to Incorporate the new generation assets into n t e  base. As a result, ongotng effective 
management of regulatory risk that produces impmving regulatory returns will be very important to 
support credlt quality. 

year through 2012, with about 80% of that targeted for regulated utilityprojec@Jhe_capltaLspendlng -- 
____ 

Duke Energy Ohlo's electric security plan (ESP) went Into ef€ect In January 2009 and succeeded the 
earller rate stabikatlon plan. T h e  ESP plan, whlch e x p k  at the end of 201 1, provldes for staggemd 
base generation rate Increases of $36 million In 2009, $74 mlllion in 2010. and $98 milllon 201 1 to 
compensate the company for dedlcating about 4,000 MW of generation assets to serve native load, The 
ESP plan also Includes trackers for fuel. purchased power and capaclty casts, as well as environmental 
expenditures, avoldlng the need for any deferrals. as well as recovery of non-bypassable chargm related 
to new generation, if such proJects are approved by the regulator. Slnce the ESP was Implemented, 
mstomer and msrgln lasses due to greater competitive forces and low market prices for generation in 
Ohlo have emded Anancfal results and Indlcate that business risk has risen In the state. Duke has 
proposed to move ta a "market rate offer" (MRO) pian to replace the ESP. The &ttng plan was 
designed to closely repucate a regulated, Integrated uttilty type of risk proflle that Is Inconsistent wlth 
the manner in which the retail market has developed In Ohlo. The MRO proposal contains a phasein 
period that would perpetuate the poor risk characterlstlcs of the Ohio operations through mld-2014. 
but. it does address the long-term hue  of how the generation asses now committed to the ESP wiU be 
treated. The  company's abluty to manage the competitive envlmnment for the ncxt few yean and its 
strategtc dedslons surrounding the terms of the regulatoiy compact In QNo In the post-201 1 puiod 
could affect our overall view of Duke's risk appetite and thus ratlngs, even though the dlrect Impact on 
post-merger Duke of the essentially market-based generation In Qhlo Is mlnor. 

Cost Increases In Indlana related to the construction of the 630 MW Edwardsport coal plant could also 
have credit quality impllcatlons as Duke attempts ta buttress Its ability to eventually reflect the higher 
costs in rates through the regulatory process. The integrated gaslflcation combined cycle (IGCC) 
generating mtion offers potential environmental and emdency advantages over conventional coal-hd 
p h t  technology, but it has not been constructed on lhis scale and has proven to be an engineering and 
flnanflal challenge. PmJected msts to complete the project have risen slgnlflcantly (almost 50%)). and 
only a portion of the overruns have been reviewed and effectively deemed prudent. If Duke is 
compelled to accept more risk In order to complete the project. Its proflclency in managing that risk 
wlll be an important element in assessing its creditworthiness. A recent dedston by the parties to 
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renegotlate a settlement on Edwardsport conrtruction and cost recovery could yet have credit 
LmpUcations. PubIlc perception of the settlement, whlch requlres approval by Indiana regulators, may 
have been affected by men t  revelations of interactlons between regulators and the uWty that have led 
to dkmissals or resignations of several utlllty executives and regulators. Credlt qualtty would only be 
impaired E a  new settlement or a regulatory decislon resulted in a Me dlsallowance or shifted 
slgnlffcant risks to Duke as a mndltlon to completing the plant, and Duke decides to proceed with 
constructlon on that bask. 

Standard &Poor's ascribes hlgher business risk to Duke's Intematlonal operations due to the 
uncertainty of the local poUtid and regulatory environments In the countries where it operates, 
.spedaUy Brazil. Peru, and Argentina. The Latin American assets have been self-hdlng, and no cash 
flow from oveneas is factored into our anaIysls of Duke's ablllty to service the US. rated debt. Any 
substantial capital spendlng at the international operations muld have ratings Implications, depending 
on the risk profile of the spending. Duke is also pursuing the growth of I t s  wind generation busfness 
that is expected to be flnanced in a credlt-neutral manner and under a model that minimizes market 
rlsk through long-term contracts wlth sultabIc counterparties. Any acceleration in the growth of thki 

segment could also affect ratings. 

Duke's consolidated flnanciaI risk profile k In the stgniflcant category and i s  expected to remaln in that 
category after the merger. W e  recent hfstorlcal mdlt  meMcs have been strung. in part r e f l a g  low 
debt leverage, thc flnandal profile is cxpected to weaken modestly over the intermediate term glven the 
company's large capital spendlng program and the proposed merger. Because the assoclated cash flow 
generation will lag capltal spendlng until several generatlon proJecD; currently under consmctlon are 
Lnduded in rate base, credit protealon meaSureS wiU weaken from 2010 leveh, albeit at levels that 
should stlll support the current mtlngs. AdJusted debt leverage Is expected to be at or below 50% and 
adjusted FFQ to total debt to be behveen 15% and 20% to support current ratings. 

Lf@ditY 
Llquidlty is managed at the ultlmate parent and largely reflects the long-term corporate adtt rating 
and the stable regulated utlllw operations that generate the bulk of cash flows. Liquldlty is adequate 
under Standard & Poor's corporate llqildlw methodology, wNch categorim Ilquldlty In five standard 
descriptors. Adequate Hqutdlty supports Duke's 'A-' credlt rating. Projected sources of Ilquldlty, mainly 
operating cash flow and available bank lines, exceed pmJected uses, mainly necessary capital 
expenditures, debt maturities, and common dtvldends. by more than 1.2x. Duke's ability to absorb 
Ngh-impact, low-probabuty events with llmlted need for reflnanclng, tts flexlbllity to lower capital 
spending or sell assets. Its sound bank relationships, its solid standing In credit markets, and generally 
prudent risk management further support our descrfptlon of liquidity as adequate. 

Duke Energy's debt maturltles total about $600 mllllon in 201 1. The company has a $3.14 bllllon 
master revolving credlt faclllty maturlng In 2012 wlth approximately $2.5 billion currently avallable. 
The master credit faclllty contains a sub.limit of $1.1 blllton For Duke Energy, $840 million for Duke 
Energy Carolinas, $650 mllllon for Duke Energy Ohio. $450 mUon for Duke Energy Indiana. and 
$100 mtllfon for Duke Energy Kentucky. 
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Outlook 
The outlook on Duke Energy and subsldlaries Is stable and reflects Standard & Poor's proJectlon of 
steady financial performance whlle the company successfully mmpletes the merger with Progress 
Energy and Its  conslderable construction projects without further delays or cost increases. We could 
Iower ratings or institute a negative outlook Ifmdlt protection measures unduly weaken or If advase 
developments in lndlana or Ohlo lead to a conduston that business risk has worsened. A decIslon to 
proceed with the merger even if conditions enacted by regulators in the approval process undennlne the 
financial basis for the transaction would also lead to lower ratings, The outlook could be revlsed to 
posltlve If the merger Is completed wfth flnanclal parameters intact, and If the large capital program Is 
successfuly completed and Is not extended by new spending, espedally on nudear generation, 

Related Criteria And R e s d  
' Crfteria Methodology: Business RlsklFtnanclal RIsk Matrk Expanded, RatlngsDhct May 27,2009 

Standard & Poor's Updates Its U,s. UtUtty Regulatory Asressments. RattngsDlrect. March 12,2010. 
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Rationale 
The ratings on Duke Energy Ohlo Inc. @Eo) are based on the consolidated credlt pmflle of 
I t s  parent, Duke Energy, reflcctlng the consolidated aedlt pmflles of Its operating subsldlaries 
Duke Energy Carohas LLC, DEO, Duke Energy Indlana Inc.. Duke Energy Kentucky Inc.. as 
well as the conMbutlon of the company's Lath American operatlons and exlstlng and planned 
renewable generatlon investments. Incorporatlng the operatlons and antlclpated flnandal 

proflle of Progress would not affect Duke's ratin@,. and could strengthen the credlt profile over 
t h e  as the combhtlon produces a utlUty holdlng company that Ls blgger. more dlverse, and 
capable of lmprovlng Its finandal performance and balance sheet. 

DE0 is a dlverslfied energy company with a combhation electric and ~ t ~ r a l  gas utluty with 
operatlons In southwestern Ohlo and contlguous port(ons of Kentucky, retall energy 
marketing, and electric generatlon In Ohlo, Illlnols. Indlana. and Pennsylvania. Its business 
rlsk profile Is 'strong'. The company selves a servlce territory with 820,000 electrlc and 
500,000 gas customers that demonstrate modest growth. 

Duke Energy's excellent business rlsk pmflle Is characterlzcd by stable regulated utlUty 
operatlons In the Carollnas, Ohlo, Kentucky. and indlula. Progress's excellent bushes  risk 
proffie reflects stable regulated electric utlllty operatlons In North and South Carollna and 
Florida through wholly owned subsldiarfes. Carollna Power & Llght Co. (dba Progress Energy 
Carolinas, Inc, PEC) and Florida Power Cop. (dba Pmgren h g y  Florida, Inc. PEF). Duke's 
operatlons in Lath America conskt of about 4.000 megawatts (MW) of generatlon capacity. 
Duke Is planning to expand Its portfollo of wind and solar generatlon Investments, currently at 
almost 1,000 MW. whlch an! vlewed as havtng hlgher business risk compared with the 
regulated utluty operatlons. However, the entire segment (Commerctal Power) Is not expected 
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to gmw to an extent that it would appreciably Mluence the d t  pmRle of the post-merger Duke, 

Duke Energy's large and diverse U.S. regulated utility operatlons serve customers in the Carohas and 
the Midwest. The utilities operate under generally credlt-supportlve regulatory envlmnments that 
pmvlde for slightly below-average returns and time1.y recovery of fuel and other variable costs. The 
utillty operatlons beneAt from operatlng diversity In five merent states, and demographic and 
economlc diverjity In service terrltorles that range from average to attractive. The utllltles have strong 
generation operatlons with hlgh avallablllty and capacity utlllzatlon factors. Rates are competltlve for 
the reglons of operations and provide some cushlon for future rate Increases and fuel cost recoveries. 
These strengths are offset by a slgnlflcant capltal spendhg program that will total up to $5 bUUon per 
year through 2012, with about 80% of that targeted for regulated utillty projects. The capltal spendlng 
program Is large, WEU necessitate addltlonal debt Issuance to fund, and wu1 rrtquh regular base rate 
Increases to incorporate the new generatlon assets Into rate base. As a result, ongoing effective 
management of regulatory risk that produces Improving regulatory returns will be very lmpomnt to 
support aedlt quallty. 

-- 

Duke Energy Ohlo's electric securlty plan (ESP) went into effect In January 2009 and succeeded the 
earller rate stablllzatlon plan. The ESP plan. which expires at the end of 201 1, provides for staggered 
base generation rate increases of $36 million In 2009, $74 W o n  In 2010, and $98 W o n  201 1 to 
compensate the company for dedlcatlng about 4,000 MW of generation assets to serve native load. The 
ESP plan also includes trackers for fuel. purchascd power and capacity costs, as well as envhnmental 
expenditures, avoidlng the need for any deferrals, as well as recovery of non-bypassable charges related 
to new generation. If such proJects are approved by the regulator. Since the ESP was Implemented, 
customer and margin losses due to greater competltlve forces and low market prlces for generatton In 
Ohlo have eroded flnandal mults and Indicate that buslness rlsk has r h n  In the state. Duke has 
proposed to move to a "market rate offer" (MRO) plan to replace the ESP. The odsting plan was 
designed to clmely replicate a regulated, integrated utillty type of risk profile that Is lnconslstent with 
the manner In whlch the retall market has developed In ONo. The MRO proposal contains a phase-in 
period that would perpetuate the poor rlsk characterWcs of the Ohlo operations through mld-2014. 
but It docs address the long-term issue of how the generatlon assets now commlttcd to the ESP wlll be 
treated. The company's ability to manage the compctltlve envmnment for the next few years and Its 
strategic decislons surroundlng the terms of the regulatory compact in Ohlo In the post-201 1 period 
could affect our overall vkw of Duke's risk appetite and thus ratings. even though the d h c t  hpact on 
post-merger Duke of the essenWy market-based generation In ONo Is rnhor. 

Cost increases In Indlana related to the wnstructlon of the 630 MW Edwardsport coal plant could also 
have credit quality implications as Duke attempts to buttress I t s  abillty to eventually reflect the higher 
costs In rates through the regulatory process. The Integrated gaslflcatton combIned cyde (IGCC) 
generathg statlon offcrs potentlal environmental and effldency advantages over conventional coal-fhd 
plant technology, but It has not been constructed on thls scale and has proven to be an engineering and 
flnanclal challenge. Pmjected costs to complete the project have rtsen slgnlflcantly (almost 50%)' and 

only a portion of the overruns have been reviewed and efFecttvely deemed prudent. If Duke Is 
compelled to accept more risk In order to complete the project, I t s  pmflcieng In rnanaghg that rfsk 
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will pe an bppprtant e)qept  
renegoqate s,$tleqeflt oq Edw@sporf consfnrctlon and cpst Fovery could yet have FfecUt 
fmpllcatiops. Ppbpc percepflon of p e  settlement, which pqpm aRproval by I@ya q . p l q ~ f s ,  pay 
4ave been Fected py fecent revelqpops of lpteractlops betweeq qgx\qfofs qnd q~ utility +at hqve lqd 
to dls&s+ or xylgnatlom of several ~ q t y  exea$ves reg+tofs. Gredlt qt@ty woqd only be 
fmpahd if a new yttlepept or a repplatory dqklap resylt@ In a large dlsallqwance or SNfted 
slgnlffcant rIsP to Duke as a condltlon to c o m p l e ~ g  pe ?Ian' and Duke decldes to proceed wl+ 
cspstructlon on that basls. 

ysesstng Its cred#worthiness. A recent dedslop by +e parfles to 

espec{aUy Braz?, Peru, &d &en%. The Lam b e p n  assets have been ylf-fi.pdilng: aqd no ca$ 
qow ffom pvepeas Is faaarec) Into our ana#& of Dpke's abljlty to the US. rated $+t. Ayy 
subspntlal caplta) spendlng at +e lntematlonal operaqpq could pave r a q @  ~pllcgtlons, depending 
on the risk prop_le of the Tendlnp Duke Is also pursttlng the growth cf Its q d  generatton buslness 
t@t Is expected to be meed In a crep-neutral mpcf anq y d e f  q model tkpt plnimlm market 
rlsk Po"@ long-term contracts wip suftqble c o y t e w c s .  Afly qcy+raflon ln the growth of thfs 
segrpnt wyld also affect ratlngs. 

I 

Duke's consallqated Rnandq risk ppfilfi ls In the slg$flcant categpry and f" exp~;$ed tq rqnq  I" thqf 
category after pe merger. Wh#e recent hlstorlcal credlt wtrics have been strong, # part f " f l e e g  low 
dppt leverage, t+ fipandal pmqle Is expectefl to weakp Todesvy over the Intepecitate terfn glven $e 

cqm any's large capltiil spepqjng progrqm anq the proposed Terger. Because +e F q a t e d  cash flw 
gen-tion wU/ lag ca~ltal  spending ~9 several generayon p r o j q  T n t I y  under wyqqxtlpq are 
indyleq In rap basq, q d l t  propct?oq mcqurq 
should st#I suppoq the m q t  r a q e .  AdJustcd debt leverage Is expeffed fo be a! or below 60% y d  
adjyted FFO to total deb] tp be between j 5% and 20% to support c q p q  ratjngs. 

P 
weaken fmp ZOlp levels, ?pelt at levels thaf 

Short-fens 4 c t a r ~  

The sport-tpm ratlng on DE0 Is 'A-2'. Clquldlty Is managed at fie parer$ @ largely pflects the \ o q  

Qrm corporate credlt mpg and @ staple pgdated u q t y  operations that generap the bul& of cash 
qows. Llquldlty Is adequate under S v d a r d  & Poor's corporate llqul~lty mefhodolqgy, whlc)l 
categofizes llquldlty 41 Ave standard descriptors. Aqequate IlquldiF): ~ p ~ r t s  4uke's 'A-' credlt rathg 
PfoJectd s o m  of Ilqulqty, m q y  operating Ca; flow and available bank hes, exceed pmjecFed 
yes, malply n e c q  capltql expendltureg. debt p a p t l e s .  and common dividends, by more thqp 
1.2~. Duke's ablllty to a q r b  plgh-Impact. low- robablllty events wkh Ilmlted nyd  for reqpanclng, Its 

f l d , b l l l ~  10 lower capltal spendlng or sell assets, Its sopnd bank relatlon+lps, tts salld standing In 
nedlt markets, and generally prudent risk manawent  further sqpport OF descrlpQon of Ilquldlty as 
adequate 

P 

Duke Energy's qebt maturltles total qbout $600 mllllon In 201 1. The compapy has a 83.14 bllllqp 
master revolving credit fadup maturing ln 201 2 with appmxhately $2.5 bUUon c v n t I y  av+ble. 
T h e  V t e r  @t fadIIty contains a sub-hl t  of $1.1 bUUon for Duke Energy. $840 mllllon for Duke 

www,standardandpoors.com 3 

http://www,standardandpoors.com


Case NO. 2011-124 
AG-DR-01-016 (a.14) attachment 
Page 4 or 5 

Duke Eneqy Ohio lac 

Energy Carolinas, $650 millfon for Duke Energy ONo, $450 rnllIlon for Duke Energy Indiana. and 
$100 mUon for Duke Energy Kentucky. 

ReroVeryanalysrs 
We assfgn recovery ratings to flnt mortgage bonds (FMBs) hued  by Investment-grade U.S. utilities, 
which can rmdt In h u e  ratlngs being notched above a utlllty's corporate mdlt  rating (CCK) 
dependlng on the CCR category and the extent of the colIateral coverage. The Investment grade FMB 
recovery methodology Is based on the ample hlstorlcal record of nearIy 100% recovery for secured 
bondholders ln utillty bankruptcies and our view that the factors that supported those recoveries 
(Ilmlted stze of the creditor dass and the durable value of utth!~ rate-based assets d w g  andaftera 
reoiganlzation given the esentlal swlce provided and the high replacement cost) wllI persist In the 
future. Under our notch@ cdterla, we consider the llmltations of FMB Issuance under the utlllty's 
Indenture relative to the value of the collateral pledged to bondholders, management's stated lntentlons 
on future FMB Issuance, as well as the regulatory hitations on bond Issuance when assigning Issue 

ratings to utthty FMBs. Fh4B ratlngs can exceed a utlllty's CCK by up to one notch In the ' A  category. 
two notches In the 'BBB category, and three notches In speculativegrade categories. (See Crfterfa; 

cbmgm To rmliatt?dRqu.h?mencF For 'l+'Re~overyRatiu@ On US. 1JtiUQFimt Mokigage Bond% 
publlshed Sept. 6, 2007.) 

FMBs at DE0 benefit from a ht-priority lien on substanttally all of the utility's real property owned 
or subsequently acqulred. Collateral coverage at each of those subsidlarics of 1 5x supports a rccovq 
ratlng of 1+ and an Issue rating one notch above the CCR. 

Outlook 
The outlook on Duke Energy and subsldlarfes is stable and reflects Standard & Poor's projection of 
steady flnandal performance while the company suuxssfully completes the merger with Progress 
Energy and its considerable conshctlon projects wlthout further delays or cost Increases, We muld 
lower ratings or W m t e  a negative outlook if credlt protection measures unduly weaken or if adverse 
developments in Indiana or ONo lead to a conduslon that bushes rtsk has worsened. A dedslon to 
proceed with the merger even If conditions enacted by regulators In the approval process undermine the 
Rnanctal basis for the transaction would also lead to lower ratings. The outlook could be revlsed to 

positive if the merger Is completed with flnandal parameters Intact, and if the large capltal program fs 
s u c e y  completed and Is not extended by new spendlng, espeddy on nuclear generatlon. 

Related C r i t d  And Research 
8 CrlterIa Methodology: Busings, R i s k / F ~ c l a l  F&k Matxk Expanded, RatlngsDlrect May 27,2009 
8 Standard & Poor's llpdates Its U.S. IJtllky Regulatory Assessments. RatfngsDtrect, March 12.2010, 
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Overview 
- e Duke Energy C o r p .  and Progress Energy Inc. have agreed to merge through a 

stock-for-stock transaction and assumption of existing debt. 
We are placing the 'BBB+' corporate credit and issue ratings on Progress 
Energy Inc., Carolina Power ti Light Co. (dba Progress Energy Carolinas 
Inc.), and Florida Power Corp. (dba Progress Energy Florida Inc.) on 
Creditwatch with positive implications to reflect the likely upgrade 
following the completion of the transaction. 
We are affirming the IA-I ratings on Duke Energy Corp. and the outlook 
remains stable. Duke is expected maintain credit quality through the 
merger-approval process and could show financial improvement post-merger 
depending on the terms of the regulatory approvals and the success of 
integration efforts. 
The combined entity would have an excellent business risk profile, with a 
primary focus on regulated electric utility operations, and a significant 
financial risk profile. 

ating Action 
On Jan. 10, 2011, Standard & Poor's Ratings Services placed its IBBB+' 
corporate credit ratings on Progress Energy and its subsidiaries, Progress 
Energy Carolinas and Progress Energy Florida, on Creditwatch with positive 
implications. In addition, we affirmed the 'A-' corporate credit rating on 
Duke Energy and its subsidiaries, Duke Energy Carolinas LLC, Duke Energy Ohio 
Tnc., Duke Energy Indiana Inc., and Duke Energy Kentucky Inc.. The rating 
actions follow the announcement that Progress Energy has entered into an 
agreement to merge with Duke Energy. Duke Energy will be the surviving entity. 
Completion of the merger is possible by the end of 2011. following approvals 
from the Federal Energy Regulatory Commission, the Nuclear Regulatory 
Commission, the Department of Justice, and North Carolina and South Carolina 
regulators. 

The positive Creditwatch listing on Progress Energy and its subsidiaries 
reflects that the company's credit quality will benefit from the merger with 
the higher-rated Duke Energy. The ratings affirmation on Duke Energy reflects 
our expectation that the combined entity will have an IA-I corporate credit 
rating, based on excellent business risk profile and significant financial 
risk profile. The premium to be paid to Progress shareholders, which we 
calculate to be about 33% to book value, has a reasonable chance to be 
recouped through the retention of merger synergies. No additional debt is 
contemplated as part of the transaction, and regulatory approvals are expected 

Standard & Poor's I RatingsDirect on the Globel Credit Portel I January 10.2011 2 
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Research Update: Duke Energy 'A-' Rating Affirmed And Progress Energy 'BBB+' Rating Placed On Watch Positive 
On Planned Merger 

to be timely and credit-supportive given the limited number of jurisdictions 
involved and the merger synergies available to show benefits to ratepayers. 

we expect the consolidated business risk to remain excellent. The consolidated 
business risk profile incorporates the following factors: 
* A very large customer base of more than 7 million customers spread over 

8 The states in which the combined entity will operate are viewed as having 

Both companies are focused on regulated electric utility operations, and 

six states, providing superior operating and regulatory diversity. 

regulatory environments in the Ilmore credit supp~rtive~~ or *#credit 
supportive" categories. 

characterized as very low-risk, domestic, regulated electric utility 
operations. The balance is derived from Duke Energy's international 
operations in South America and merchant activities that include a small 
generation fleet in the Midwest, wind power investments, and retail 
energy marketing. 

85% of that capacity being either scrubbed, non-emitting, or having lower 
emissions. The remainder will present the combined entity with 
opportunities to retire older power plants and replace them with newer 
units, thereby growing rate base. 

* More than 80% of the combined company's credit profile would be 

* Total generation capacity will exceed 57,000 megawatts (MW), with about 

Standard & Poorla expects the combined entity to have a financial risk 
profile that will be in the significant category, demonstrating some weakness 
in the first year after the merger, but rebounding in subsequent years as a 
result of realizing cost savings and implementing base rate increases to 
recovery invested capital. Therefore, we would expect that post-merger 
adjusted funds from operations (FFO) to total debt to average about 15%, 
adjusted FFO interest coverage to average 3.75x, and adjusted debt leverage to 
be about 52%. Consolidated liquidity should also remain adequate since both 
companies w i l l .  preserve their existing revolving credit facilities that total 
$5.3 billion. 

Rationale 
The ratings on Duke Energy reflect the consolidated credit profiles of its 
operating subsidiaries, Duke Energy Carolinas, Duke Energy Ohio, Duke Energy 
Indiana, Duke Energy Kentucky, the contribution of the company's Latin 
American operations, and existing and planned renewable generation 
investments. Ratings also reflect the projected credit profile of Duke Energy 
after it merges with Progress Energy. The ratings on Progress Energy reflect 
the consolidated credit profiles of its wholly owned subsidiaries, Carolina 
Power & Light Co. (dba Progress Energy Carolinas, Inc, PEC) and Florida Power 
Corp. (dba Progress Energy Florida, Inc. PEF), and the prospect of merging 
with the higher-rated Duke. Progress Energy has an excellent business risk 
profile that reflects stable regulated electric utility operations in North 
and South Carolina and Florida. Duke Energy's excellent business risk profile 
is characterized by stable regulated utility operations in the Carolinas, 
Ohio, Kentucky, and Indiana. The company's operations in Latin America consist 
of about 4,000 MW of generation capacity. Duke is planning to expand its 

www.standardsndpwrs.com/ratingsdirect 3 
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portfolio of wind and solar generation investments, currently at about 790 MW, 
which are viewed as having higher business risk compared with the regulated 
utility operations. 

customers in the Carolinas and the Midwest. The utilities operate under 
generally credit-supportive regulatory environments that provide for slightly 
below-average returns and timely recovery of fuel and other variable costs. 
The utility operations benefit from operating diversity in five different 
states, and demographic and economic diversity in service territories that 
range from average to attractive. The utilities have strong generation 
operations with high availability and capacity utilization factors. Rates are 
competitive for the regions of operations and provide some cushion for future 
rate increases and fuel cost recoveries. These strengths are offset by a 
significant capital spending program that will total up to $15 billion through 
2012, with about 80% of that targeted for regulated utility projects. The 
capital spending program is large, will necessitate additional debt issuance, 
and will require regular base rate increases to incorporate the new generation 
assets into rate base. As a result, ongoing effective management of regulatory 
risk that produces improving regulatory returns will be very important to 
support credit quality. 

Duke Energy Ohio's electric security plan (ESP) went into effect in 
January 2009 and succeeded the earlier rate stabilization plan. The ESP plan, 
which expires at the end of 2011, provides for staggered base generation rate 
increases of $36 million in 2009, $ 7 4  million in 2010, and $98 million 2011 to 
compeneate the company for dedicating about 4,000 MW of generation assets to 
serve native load, The ESP plan also includes trackers for fuel, purchased 
power and capacity costs, and environmental expenditures, avoiding the need 
for any deferrals, as well as recovery of non-bypassable charges related to 
new generation, if such projects are approved by the regulator. Since the ESP 
was implemented, customer and margin losses due to greater competitive forces 
and low market prices for generation in Ohio have eroded financial results and 
indicate that business risk has risen in the state. The company's ability to 
manage the competitive environment for the next few years and its strategic 
decisions surrounding the terms of the regulatory compact in Ohio in after 
2011 could affect credit quality over the long term. 

Edwardsport coal plant could also have credit quality implications, as Duke 
attempts to buttress its ability to eventually reflect the higher costs in 
rates through the regulatory process. The integrated gasification combined 
cycle (IGCC) generating station offers potential environmental and efficiency 
advantages over conventional coal-fired plant technology, but it has not been 
constructed on this scale and has proven to be an engineering and financial 
challenge. Estimated costs to complete the project have risen significantly 
(almost 50'911, and only a portion of the overruns have been formally reviewed 
and effectively deemed prudent. If Duke is compelled to accept more risk to 
complete the project, its proficiency in managing that risk will be an 
important element in assessing its creditworthiness. A recent decision by the 
partiee to renegotiate a settlement on Edwardaport construction and cost 
recovery could yet have credit implications. Public perception of the 
settlement, which requires approval by Indiana regulators, may have been 

Duke Energy's large and diverse U.S. regulated utility operations serve 

Cost increases in Indiana related to the construction of the 630 MW 

Standard & Poor's I RetingsDirect on the Global Credit Portal I January IO, 201 1 4 
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affected by recent revelations of interactions between regulators and the 
utility that have led to dismissals or resignations of several utility 
executives and regulators. Credit quality would only be impaired if a new 
settlement or a regulatory decision shifted significant risks to Duke as a 
condition to completing the plant, and Duke decides to proceed with 
construction on that basis. 

operations due to the uncertainty of the local political and regulatory 
environments in the countries where it operates, especially Brazil, Peru, and 
Argentina. The Latin American assets have been self-funding, and no cash flow 
from overseas is factored into our analysis of Duke's ability to service the 
U . S .  rated debt. Any substantial capital spendins at the internatiozal 
operations could have ratings implications, depending on the risk profile of 
the spending. Duke is also pursuing the expansion of its wind generation 
business that is expected to be financed in a credit-neutral manner and under 
a model that minimizes market risk through long-term contracts with suitable 
counterparties. Any acceleration in the growth of this segment could also 
affect ratings. 

and is expected to remain in that category after the merger. While recent 
historical credit metric8 have been strong, in part reflecting low debt 
leverage, the financial profile is expected to weaken modestly over the 
intermediate term given the company's large capital spending program and the 
proposed merger. Because the associated cash flow generation will lag capital 
spending until several generation projects currently under construction are 
included in rate base, credit protection measures will weaken from 2010 
levels, albeit at levels that should still support the current ratings. 
Adjusted debt leverage is expected to be at or below 50% and adjusted FFO to 
total debt to be between 15% and 20% to support current ratings. 

Progress has a large and diverse customer base, serving more than 3.1 
million customers. While the customer base has historically demonstrated 
consistent growth of more than 2% annually, the recession has slowed customer 
growth especially in Florida where the total number of customers declined 
slightly in 2009. Total generating capacity consists of more than 22,000 MW. 
On a consolidated basis, residential and commercial customers account for 
about 60% of sales, industrial customers for 15%, and wholesale customers for 
20%. Wholesale sales are generally under long-term contracts with various 
public power, cooperative, and investor-owned utilities, regulated by the FERC 
on a cost-of-service basis, and lack fuel cost deferrals. 

regulatory relations effectively, achieving timely recovery of fuel and 
capital expenditures, and storm and environmental costs. In addition, 
Florida's 2006 comprehensive energy legislation provides support for new 
generation, including nuclear plants. North Carolina passed legislation in 
July 2009 that expedites the certification process for new gas-fired power 
plants as long as existing coal plants at the current site are retired. 
Progress Energy Carolinae i s  in the process of building three new combined 
cycle gas turbine units: the 600 MW Richmond facility with an in-service date 
of June 2011, the 950 MW Wayne County facility expected to operate in January 
2013, and the 620 MW New Hanover County facility expected to operate in early 

Standard & Poor's ascribes higher business risk to Duke's international 

Duke's consolidated financial risk profile is in the significant category 

Progress Energy Carolinas and Progress Energy Florida have managed their 
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2014. Despite political overtones that have somewhat increased regulatory risk 
in Florida, the regulatory environment continues to be reasonably constructive 
mainly through the use of various clauses that allow for recovery of approved 
capital expenditures, including environmental expenditures, and fuel. In &June 
2010, the Florida regulators approved a settlement for Progress Energy Florida 
that effectively maintains current base rates through 2012 without affecting 
the various clauses mentioned earlier, while still providing for an ROE of 
9.5%-11.5%. The settlement also provides that if the earned ROE falls below 
9.5%, Progress Energy Florida may seek rate relief after it has used at least 
$150 million of the allowed depreciation reserve in the relevant period. 

3 (CR3) nuclear plant back on line. CR3 experienced delamination within the 
concrete of the outer wall of the containment structure during a normal 
refueling and maintenance outage in September 2009. As of Sept. 30, 2010, 
Progress Energy Florida had incurred $237 million in replacement power costs, 
with $63 million already recovered from insurance proceeds, $49 million still 
to be received from insurance, and $125 million deferred for recovery through 
clauses. Repair costs totaled $117 million, with $18 million received from 
insurance, $75 million still to be received from insurance, and the balance to 
be deferred for base rate recovery. In October 2010, Progress Energy Florida 
received approval from the Florida regulators to establish a separate docket 
related to the outage and replacement fuel and power costs associated with the 
extended outage. 

next few years, necessitating additional borrowings, to address environmental 
compliance, new generation, uprates at existing plants, and system growth and 
maintenance needs. Total capital spending is expected to be about $2.2 billion 
in 2011  and $1.9 billion in 2012. Given the completion of environmental 
projects in Florida and the new generation projects in North Carolina, the 
capital spending program will be geared in favor of the Carolina operations on 
a 65%-35% basis. Progress has an aggressive financial risk profile. For the 1 2  
months ended Sept. 30, 2010, financial performance benefited from some 
stabilization and/or improvement in the local economies as well as favorable 
weather. The financial performance has slightly exceeded our base case 
expectations with adjusted FFO of $2.5 billion and adjusted total debt of 
$14.8 billion, leading to adjusted FFO interest coverage of 3.5x, adjusted FFO 
to total debt of 16.8%, and adjusted debt leverage of 59.3%. 

Progress Energy Florida is completing the work to bring the Crystal River 

Consolidated capital spending will continue to be significant Over the 

Short-term credit factors 
The short-term rating on Duke Energy is ' A - 2 '  and largely reflects the 
company's long-term corporate credit rating and the stable regulated utility 
operations that generate the bulk of cash flows. Liquidity is adequate under 
Standard & Poor's corporate liquidity methodology, which categorizes liquidity 
in five standard descriptors. Adequate liquidity supports Duke's I A - '  credit 
rating. Projected sources of liquidity, mainly operating cash flow and 
available bank lines, exceed projected uses, mainly necessary capital 
expenditures, debt maturities, and common dividends, by more than 1 . 2 ~ .  Duke's 
ability to absorb high-impact, low-probability events with limited need for 
refinancing, its flexibility to lower capital spending or sell assets, its 

Standard & Poor's 1 RstingsDirect on the Global Credit Portal I January 10,201 1 6 
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sound bank relationships, its solid standing in credit markets, and generally 
prudent risk management further support our description of Liquidity as 
adequate. 

Duke Energy's debt maturities total about $600 million in 2011. The 
company has a $3.14 billion master revolving credit facility maturing in 2012 
with approximately $2.5 billion currently available. The master credit 
facility contains a sub-limit of $1.1 billion for Duke Energy, $840 million 
for Duke Energy Carolinas, $650 million for Duke Energy Ohio, $450 million for 
Duke Energy Indiana, and $100 million for Duke Energy Kentucky. 

Progress Energy's liquidity is adequate under Standard & Poor's corporate 
liquidity methodology, which describes a company's liquidity in five standard 
categories. Progress Enerqy's liquidity supports its 'EBB+' corporate credit 
rating. Projected sources of liquidity--mainly operating cash flow and 
available bank lines--cover projected uses, mainly necessary capital 
expenditures, debt maturities, and projected common dividends, by about 1 . 2 ~  
over the next 12 months. The short-term rating on Progress is 'A-2' reflecting 
the company's corporate credit rating and its stable cash-generating 
capability. 

with $750 million available at each of the utility operating subsidiaries 
(fully available at PEC and PEF) and expiring in October 2013, and $500 
million available at the holding company with $468 million still undrawn and 
expiring in May 2012. None of the bank facilities have rating triggers. 
Progress Energy also had $691 million in cash and short-term ill.rrestments. 
There is $1 billion in debt maturities in 2011, and $950 million in 2012. 

As of Oct. 15, 2010, the consolidated lines of credit totaled $2 billion, 

The positive Creditwatch on Progress Energy is based on the anticipated 
consummation of the merger with the higher-rated Duke. 

The outlook on Duke Energy is stable and reflects Standard & Poor's projection 
of steady financial performance while the company successfully completes the 
merger with Progress Energy and its considerable construction projects without 
further delays or cost increases. We could lower ratings or institute a 
negative outlook if credit protection measures unduly weaken or if adverse 
developments in Indiana or Ohio lead to a conclusion that business risk has 
worsened. A decision to proceed with the merger even if conditions enacted by 
regulators in the approval process undermine the financial. basis for the 
transaction would also lead to lower ratings. The outlook could be revised to 
positive if the merger is completed with financial parameters intact, and if 
the large capital program is successfully completed and is not extended by new 
spending, especially on nuclear generation. 
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Related Criteria And Research 
0 Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, 

0 2000 Corporate Criteria: Analytical Methodology, published April 15, 
published May 27, 2009. 

2008. 

Ratings kist 
Ratings List 

Progrem-Etrtzr~mp. 
TO From 

Corporate Credit Rating BBB+/CW-Pos/A-2 BBBc/Stable/A-2 

Carolina Power & Light Co. dba Progress Energy Carolinas Inc. 
Corporate Credit Rating BBB+/CW-Pos/A-2 BBB+/Stable/A-2 

Florida Power Corp. dba Progress Energy Florida Inc. 
Corporate Credit Rating BBB+/CW-Pos/A-2 BBB+/Stable/A-2 

Duke Energy Corp. 
Corporate Credic Rating A-/Stable/A-2 A-/Stable/A-2 

Duke Energy Carolinas LLC 
Corporate Credit Rating A-/Stable/A-2 A-/Stable/A-2 

Duke Energy Ohio, Inc. 
Corporate Credit Rating A-/Stable/A-2 A-/Stable/A-2 

Duke Energy Indiana, Inc. 
Corporate Credit Rati.ng A-/Stable/A-2 A-/Stable/A-2 

Duke Energy Kentucky, Inc. 
Corporate Credit Rating A-/Stable/-- A-/Stable/-- 

Complete ratings information is available to RatingsDirect subscribers on the 
Global Credit Portal at www.globalcreditportal.com and RatingsDirect 
subscribers at www.ratingsdirect.com. All ratings affected by this rating 
action can be found on Standard &i Poor's public Web site at 
www.standardandpoors.com. Use the Ratings search box located in the left 
column. 
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Credit Rating: EBEt/Watch Pos/A-2 

Rationale 
The ratinw on Carolina Power & Light Co. ( d l b l a P r o g r e s s E n ~ I n a ~ n f . ~ ~ ~ r ~ ~ ~ r g d i ~ t c h ~ t h  
positive implications where they were placed on Jan. 10,201 1 ,  following the announcement that the parent 
company, Progress Energy Inc., had entered into an agreement to merge with Duke Energy. Duke Energy will be the 
surviving entity. Completion of the merger is possible by the end of 201 1 following approvals from the Federal 
Energy Regulatory Commission, the Nuclear Regulatory Commission (NRC), the Department of Justice, and North 
and South Carolina regulators. 

The Creditwatch Positive listing on Progress Energy and its subsidiaries reflects that the company's credit quality 
will benefit from the merger with the higher rated Duke Energy. Standard & Poor's Ratings Services affirmed its 
ratlngs on Duke Energy, reflecting our expectation that the combined entity will have an 'A-' corporate credit rating, 
based on an excellent business risk profile and a significant financial risk profile. No additional debt is contemplated 
as part of the transaction, and regulatory approvals are likely to be timely and credit-supportive given the limited 
number of jurisdictions involved and the merger synergies available to show benefits to ratepayers. 

PEC is Progress' largest subsidiary, contributing about 55% of cash flow and providing clectric service to 1.45 
million customers in North and South Carolina, with 80%-85% of revenues generated in North Carolina. The 
service territory has attractive demographics, although historically high customer growth moderated significantly in 
2009 due to the recession but picked up somewhat during 2010. Exposure to industrial customers has been 
declining gradually, making the company more dependent on rcsidcntial and small commercial customers that tend 
to be more stable. Residential and commcrcial customers account for 54% of sales, industrial customers for 18%, 
and wholesale sales for 25%. Total generating capacity is 12,400MW with coaVsteam providing 44% of energy 
needs, nuclcar 44%, gas about 6%, and purchases about 5%. 

We view the regulatory environment as generally supportive of credit quality, with an allowed return on equity of 
12.75% in both North and South Carolma. In North Carolina, PEC has completed the necessary capital spending to 
address the requirements of the 2002 Clean Smokestack Act that required a reduction in emissions from coal fired 
plants by 75% for sulfur dioxide and 60% for nitrogen oxide by 2013. As part of the legislation, rates were frozen 
in 2002 and remain at current levels. The total cost was about $1.1 billion. 

PEC reached an agreement with the North Carolina Utility Commission in September 2008 to terminate 
amortization of costs in excess of $569 million and instead defer incrcmental costs with AFUDC for inclusion in 
base rates later on. Deferred fuel cost balances arc not material and are generally recovered in a timely manner. In 
July 2009, North Carolina passed legislation to expedite the certification process for new gas-fired power plants as 
long as existing coal plants in the current site are retired. PEC is in the process of building three new combined cycle 
gas turbine units: the 600 MW Richmond facility with an in-service date of June 201 1, the 950 MW Wayne Co. 

Standard & Poor's I RstingsDIrect on the Global Credit Portal J March 14,201 1 2 
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facility expected online in January 2013, and the 620 MW New Hanover Co. facility expected online in early 2014. 
These units are part of PEC's plan to replace un-economic un-scrubbed coal-fired units in North Carolina by 2014 
with more efficient gas-fired units. PEC has also filed for a combined construction and operating license with the 
NRC to build two new nuclear units at its existing Harris site, which Standard tk Poor's expects to be pursued in a 
balanced manner and under a constructive regulatory arrangement that supports credit quality a t  current levels. 

Consolidated capital spending will remain significant over the next few years, necessitating additional borrowings to 
address environmental compliance, new generation, uprates at existing plants, and system growth and maintenance 
needs. We expect total capital spending to be about $2.1 billion in 201 1 and $1.9 billion in 2012. Given the 
completion of environmental projects in Florida and the new generation projects in North Carolina, the capital 
suendingpogram will b e ~ g e ~ a ~ e ~ d ~ n ~ ~ ~ o r 4 f t h e _ C a r o l i n a o p e r a t i o n s ~ o ~ ~ ~ ~ 5 ~ ~ ~ ~ .  

Progress has an aggressive financial risk profile. For the 12 months ended Dec. 31,2010, financial performance 
benefited from some stabilization and improvement in the local economies, as well as favorable weather. Progress' 
financial performance has slightly exceeded our base case expectations with adjusted funds from operations ( E O )  
of $2.5 billion and adjusted total debt of 515 billion, leading to adjusted FFO interest coverage of 35x, adjusted 
FFO to total debt of 16.8%, and adjusted debt leverage of 59.4%. 

Short-term credit factors 
We view PEC's liquidity on a consolidated basis, with that of parent Progress. Progress' liquidity is adequate under 
Standard & Poor's corporate liquidity methodology, which describes a company's liquidity in five standard 
categories. Progress' liquidity supports its 'BBBt ' corporate credit raring. Projected sources of liquidity--mainly 
operating cash flow and available bank lines-cover projected uses, mainly necessary capital expenditures, debt 
maturities, and projected common dividends, by about 1 . 2 ~  over the next 12 months. The short-term rating on 
Progress is 'A-2', reflecting the corporate credit rating and its stable cash-generating capability. 

As of Dec. 31,2010, the consolidated lines of credit totaled $2 billion, with $750 million available at each of the 
utility operating subsidiaries (fully available a t  PEC and Florida Power Corp. [PEF]) and expiring in October 2013, 
and $500 million available at the holding company, with $469 million still undrawn and expiring in May 2012. 
None of the bank facilities have rating triggers. Progress also had $611 million in cash and short-term investments. 
There is $1 billion in debt maturities in 2011, $950 million in 2012, and $830 million in 2013. 

Recovery analysis 
We assign recovery ratings to first-mortgage bonds (FMBs) issued by investment-grade U.S. utilities, which can 
result in issue ratings higher than a utility's corporate credit rating (CCR), depending on the CCR category and the 
extent of the collateral coverage. The investment-grade FMB recovery methodology is based on the ample historical 
record of nearly 100% recovery for secured bondholders in utility bankruptcies and our view that the factors that 
supported those recoveries (limited size of the creditor class and the durable value of utility rate-based assets during 
and after a reorganization given the essential service provided and the high replacement cost) will persist in the 
future. 

tJnder our notching criteria, we consider the limitations of FMB issuance under the utility's indenture relative to the 
value of the collateral pledged to bondholders, management's stated intentions on future FMB issuance, and the 
regulatory limitations on bond issuance. FMB ratings can exceed a utility's CCR by up to one notch in the 'A'  
category, two notches in the 'BBB' category, and three notches in speculative-grade categories. (See "Criteria: 
Changes To Collateral Requirements For ' I  +' Recovery Ratings On U.S. Utility First Mortgage Bonds," published 

www.standerdendpoors.com/ratingsdirect 3 



C;ise No. 2011-124 
AG-DR-01-016 (21.16) attachment 
Page 4 of 5 

Summary: Carolina Power & Light Go. dbla Progress Energy Carolinas lnc. 

Sept. 6,2007, on Standard & Poor's globalcreditportal.com.) 

PEC's FMBs benefit from a first-priority lien on substantially all of the utilities' real property owned or subsequently 
acquired. Collateral in combination with non-indenture-related covenants provide coverage of more than 15x, 
supporting a recovery rating of '1 +' and an issue rating two notches above the CCR. 

Gredi tWatch 
The positive ChditWatch on PEC i s  based on the anticipated consummation of Progress Energy's merger with the 
higher rated Duke. Standard & Poor's expects the combined entity to have a financial risk profile in the significant 
categorx, demonstrating some weakness in the first year a~e .r~~-~~ge~r_reboundinginsubseql lentyL.aras  a 

result of realizing cost savings and implementing base rate increases to recovery invested capital. Therefore, we 
would expect that post-merger adjusted FFQ to total debt to average about 15%, adjusted FFO interest coverage to 
average 3.75% and adjusted debt leverage to be about 52%. Consolidated liquidity should also remain adequate 
since both companies wiU preserve their existing revolving credit facilities that total $5.3 billion. 

Related Criteria h d  Research 
e Criteria Methodology: Business RisMFincial Risk Matrix Expanded, published May 27,2009. 

e Corporate Criteria: Standard & Poor's Standardizes Liquidity Descriptors for Global Corporate Issuers, July 2, 
Corporate Criteria: Analytical Methodology, published April 15,2008. 

2010 
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Rationale 
The ratings on Florida Power Corp. (d/b/a Progress Energy Florida Inc. IPEFI) are on Creditwatch with positive 
implications, where they were placed on Jan. 10,201 1 ,  following the announcement that the parent company, 
Progress Energy Inc., has entered into an agreement to merge with Duke Energy. Duke Energy will be the surviving 
entity. Completion of the merger is possible by the end of 201 I ,  following approvals from the Federal Energy 
Regulatory Commission, the Nuclear Regulatory Commission (NRC), the Department of Justice, and North and 
South Carolina regulators. 

The Creditwatch Positive listing on Progress Energy and its subsidiaries reflects that the company's credit quality 
will benefit from the merger with the higher rated Duke Energy. Standard & Poor's Ratings Services affirmed its 
ratings on Duke Energy, reflecting our expectation that the combined entity will have an 'A-' corporate credit rating, 
based on an excellent business risk profile and a significant financial risk profile. No additional debt is contemplated 
as part of the transaction, and regulatory approvals are likely to be timely and credit-supportive given the limited 
number of jurisdictions involved and the merger synergies available to show benefits to ratepayers. 

PEF is Progress' second-largest subsidiary, contributing about 45% of cash flow and providing electricity to 1.64 
million customers in central and northwestern Florida. Whilc the service territory has historically demonstrated 
attractive demographics and exhibited above-average customer growth, the recent economic slowdown has 
significantly reduced the number of new customers, leading to a decline in the number of customers during 2009. 
The customer base consists of residential and commercial customers that contribute 75% of sales, industrial 
customers at 8%, and wholesale sale customers a t  8%. Total generating capacity is 9,40OMW, with coaUsteam 
providing 25% of energy needs, nuclear 11%, gas 44%, and purchases 20%. 

Despite political overtones earlier in 2010 that somewhat increased regulatory risk in Florida, the regulatory 
environment in the state remains reasonably constructive, mainly through the use of various clauses that allow for 
recovery of approved capital expenditures, including environmental expenditures and fuel. In June 2010, the Florida 
Public Service Commission (FPSC) approved a settlement for PEF that effectively maintains current base rates 
through 2012 without affecting the various clauses mentioned earlier, while still providing for a return on equity 
(ROE) of 9.5%-11.5%. The settlement also provides that if the earned ROE falls below 9.5%, PEF may seek rate 
relief after it has used at  least $150 million of the allowed depreciation reserve in the relevant period. 

In October 2009, the FPSC accepted PEFs proposal to recover $446 million of nuclear pre-construction costs over 
five years. The FPSC approved the recovery of $207 million associated with these costs starting in January 2010 and 
in October 2010, approved the recovery of an additional $164 million during 201 1. While the deferral of the 
nuclear pre-construction costs and the recovery ovcr time reflect PEFs efforts to balance cost recoveries amid the 
weakening Florida economy, timely recovery of all costs, including fuel and capital expenditures, is important to 
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preserve the company's overall credit quality. Further major construction on PEF's proposed new nuclear units at 
the greenfield Levy site in Florida will be deferred until the company receives the combined construction and 
operating license. 

PEF is completing the work to bring the Csystal River 3 (CR3) nuclear plant back on line, now expected in April 
201 1. CR3 experienced delamination within the concrete of the outer wall of the containment structure during a 
normal refueling and maintenance outage in September 2009. As of Dec. 31,2010, PEF had incurred $288 million 
in replacement power costs, with $1 17 million already recovered from insurance proceeds, $54 million still to be 
received from insurance, and $117 million deferred for recovery through clauses. Repair costs totaled $150 million, 
with $64 million received from insurance, $47 million still to be received from insurance, and the balance to be 
deferred for base rate recovery. In October 2010, PEF received approval from the FPSC to establish a s e p m e  
docket related to the outage and replacement fuel and power costs associated with the extended outage. 

Consolidated capital spending will remain significant over the next few years, necessitating additional borrowings, 
to address environmental compliance, new generation, uprates a t  existing plants, and system growth and 
maintenance needs. We expect total capital spending to be about $2.1 billion in 2011 and $1.9 billion in 2012. 
Given the completion of environmental projects in Florida and the new-generation projects in North Carolina, the 
capital spending program will be geared in favor of the Carolina operations on a 65%-35% basis. 

Progress has an aggressive financial risk profile. For the 12 months ended Dec. 31,2010, financial performance 
benefited from some stabilization or improvement in the local economies as well as favorable weather. Progress' 
financial performance has slightly exceeded our base case expectations, with adjusted funds from operations (FFO) 
of $2.5 billion and adjusted total debt of $15 billion, leading to adjusted FFO interest coverage of 3.5x, adjusted 
FFO to total debt of 16.8%, and adjusted debt leverage of 59.4%. 

Short-term credit factors 
We view PEF's liquidity on a consolidated basis with that of parent Progress. Progress' liquidity is adequate under 
Standard & Poor's corporate liquidity methodology, which describes a company's liquidity in five standard 
categories. Progress' liquidity supports its 'BBB+' corporate credit rating. Projected sources of liquidity--mainly 
operating cash flow and available bank lines-cover projected uses, mainly necessary capital expenditures, debt 
maturities, and projected common dividends, by about 1 . 2 ~  over the next 12 months. The short-term rating on 
Progress is 'A-2', reflecting the company's corporate credit rating and its stable cash-generating capability, 

As of Dec. 31,2010, the consolidated lines of credit totaled $2 billion, with $750 million available at each of the 
utility operating subsidiaries (fully available at Progress Energy Carolinas Inc. and PEF) and expiring in October 
201.3, and $500 million available at the holding company, with $469 million still undrawn and expiring in May 
2012. None of the bank facilities have rating triggers. Progress also had $61 1 million in cash and short-term 
investments. There is $1 billion in debt maturities in 2011, $950 million in 2012, and $830 million in 2013. 

Recovery analysis 
We assign recovery ratings to first-mortgage bonds (FMBs) issued by investment-grade 1J.S. utilities, which can 
result in higher issue ratings than a utility's corporate credit rating (CCR) depending on the CCR category and the 
extent of the collateral coverage. The investment-grade FMB recovery methodology is based on the ample historical 
record of nearly 100% recovery for secured bondholders in utility bankruptcies and our view that the factors that 
supported those recoveries (limited size of the creditor class and the durable value of utility rate-based assets during 
and after a reorganization given the essential service provided and the high replacement cost) will persist in the 
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future. 

Under our notching criteria, we consider the limitations of FMB issuance under the utility's indenture relative to the 
value of the collateral pledged to bondholders, management's stated intentions on future FMB issuance, and the 
regulatory limitations on bond issuance. FMB ratings can exceed a utility's CCR by up to one notch in the 'A' 
category, two notches in the 'BBB' category, and three notches in speculative-grade categories. (See "Criteria: 
Changes To Collateral Coverage Requirements For ' I+ '  Recovery Ratings On U.S. IJtility First Mortgage Bonds," 
published Sept. 6,2007, on Standard & Poor's globalcreditportal.com.) 

PEF's FMBs benefit from a first-priority lien on substantially all of the utilities' real property owned or subsequently 
acquired. ColIateral coverage of more than 1.Sx supports a recovery rating of 'I+' and an issue rating two notches 
above t h E C R .  

CreditWat ch 
The Positive Creditwatch on PEF is based on the anticipated consummation of Progress Energy's merger with the 
higher rated Duke. Standard & Poor's expects the combined entity to have a financial risk profile in the significant 
category, demonstrating some weakness in the first year after the merger, but rebounding in subsequent years as a 
result of realizing cost savings and implementing base rate increases to recovery invested capital. Therefore, we 
would expect that post-merger adjusted FFO to total debt to average about IS%, adjusted FFO interest coverage to 
average 3.7.Sx, and adjusted debt leverage to be about 52%. Consolidated liquidity should also remain adequate 
since both companies will preserve their existing revolving credit facilities that total $5.3 billion. 

Related Criteria And Research 
* Criteria Methodology: Business RisUFinancial Risk Matrix Expanded, published May 27,2009. 
* Corporate Criteria: Analytical Methodology, published April 15,2008. 
* Corporate Criteria: Standard & Poor's Standardizes Liquidity Descriptors for Global Corporate Issuers, July 2, 

2010 

Standard & Poor's 1 RolingsDirect on the Global Credit Portal I March 14,201 1 4 

http://globalcreditportal.com


Case NO. 2011-124 
AG-DR-01-016 (a.17) attachment 
Page 5 of 5 

Copyright 0 201 1 by Standard & Pours Financial Sarvices 11C lS&P), a subsidiary of The McGrsw. Hill Companias, Inc. All rights r e s a d .  

No content (including rattngs. crsditdatad analysas and data, modal. soflware or other application or output therefrom1 or any part tharaof (Content) may be modified. 
raversa enginaered, reproduced or distributad in any form by any means, or %red in a databass or retrieval system, without the pnor written permission of S&P The Content 
shall not be used for any unlawful or unauthonzed purposas S&P. its affiliates. and any third-paw providars. as well as their directors, ofticars, shareholders, employaas or 
agents lcollactivaly S&P Partias) do not guarantee the accuracy, completeness, timelinass or availability of the Content. S&P Partias Era not rasponsible for any errors or 
omissions, regerdless of the causa. for the rasults obtainad from the use of tha Content, or for tha security or maintenanca of any data input by the usar. The Contant is 
prnvidad on an ‘as is’ basis. S&PPARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPUEO WARRANTIES, INMUDING, BLV NOT UMITED TO. ANY WARRANTIES OF 
MWCHANTABlllTY OR FITNESS FOR A PARTICUM PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWME ERRORS OR OEfECTS. THAT THE CONTENT’S FUNCTIONING 
WIU BE UNINTERRUPTEO OR THAT THE CONTENT W l l l  OPERATE WITH ANY S O W A R E  OR HARDWARE CONFIGURATION In no avant shall S&P Parties be liabla to anv 
paw for any diract, indirect, incidental. axemplary. compensatory, punitive, specla1 or consaquential damages, costs, expansas, legal fass, or losses (including, wiihout 
limitatton, lost income or 1091 profits and opportunity costs) in conneaion with any use of the Content m n  i f  advised of the possibility of such damages 

Credd.talated analyses. including ratmgs. and statarnants in the Content era statemants of opinion as of L a  data thsy ara expressad and not ststamants of fact or 
recommendations to purchase, hold, or sal1 any SBCUntiES or to make any investment dscisions S&P assumas no abliflstton to update the Content following publication in any 
form or format The Contant should not be relied on and is not a substitute for the skill, judgment and exparianca oftha USH, its management, amployeas, advisors and/or 
diants whsn making investmant and othar businass decisions S&Ps opinions and analyses do not addrass tha suitability of any sacurity. S&P doas not act as a fiduciary or 
an investmant advisor M i l a  S&P has obtainsd information from wurcos it believss to be reliatda, S&P does not perform an audit and undertakes M) duty of dua diligence or 
indawndent verification of any information it receives 

S&P keep certain activttias of its bushass units separate from sach other in order to prasarva the indapendancs and objectivity of Lair raspectiva activities. As a rasult 
caltsin bUSinRSS units of S&P may ham informEbOn that is not available to other S&P business units. S&P has astabiished policies and procedures to maintain the 
confidentiality of certain non.public information receivad in connection with each analylical process. 

S&P may IfICSiVE compensation for ds ratrngs and camin cradit-ra’atd analysas. normally from issuers or underwitars of SECUIitiES or from obligors. S&P resams the right 
to dissaminata its opinions and analyses S&P s public r a t q s  and analyses are made availabla on Its Web sites. www.standardandpoors.comlfrse of charga), and 
w ratingsdiract corn and www globalcredilponal corn (suhscriptionl, ard may be distributed thmush othsr means. tncluding via S&P publications and third-psrty 
redistributors Additional information shout our ratings fass is evailabla at w stsndardandpoors mm/usratingsbs. 

, 

5 





CISC NO. 2011-124 
AG-DR-01-016 (a.18) attaclimcnt 
Page 1 O f  5 

Primary Cradlt Analyst 
Dimitri Nikas, New Yo& (1 ) 212-438-7807; dimitri-nikasBstandardandpoors.com 

Secondary Contact: 
Todd A Shipman, CFA, New York (1 I 212-436-7676; todd-shipmanBstandardandpoors.com 

Table Of Contents 

Rationale 

Creditwatch 

Related Criteria And Research 

1 

http://dimitri-nikasBstandardandpoors.com
http://todd-shipmanBstandardandpoors.com


Case No. 2011-124 
AG-DR-01-016 (a. 18) a ttacliment 
Page 2 of 5 

Credit Rating: BBBt/Watch Pos/A-2 

Rationale 
The ratings on Progress Energy Inc. (Progress) remain on Creditwatch with positive implications, where they were 
placed on Jan. 10,2011, following the announcement that the company had entered into an agreement to merge 

__I__ ~ w i t h I l u k e E n e t g y , l l u k ~ n e r ~ - w ~ b ~ ~ s u ~ i v i n g - ~ t i ~ ~ o m p l e t i o n - o ~ t h ~ m e r g ~ ~ s - p o ~ i  blehyAeendof 
201 1 following approvals from the Federal Energy Regulatory Commission (FERC), the Nuclear Regulatory 
Commission, the Department of Justice, and North and South Carolina regulators. 

The Creditwatch Positive listing on Progress and its subsidiaries reflects that the company's credit quality will 
benefit from the merger with the higher rated Duke Energy. Standard & Poor's Ratings Services affirmed its ratings 
on Duke Energy, reflecting our expectation that the combined entity will have an 'A-' corporate credit rating, based 
on an excellent business risk profile and a significant financial risk profile. No additional debt is contemplated as 
part of the transaction, and regulatory approvals are likely to be timely and credit-supportive given the limited 
number of jurisdictions involved and the merger synergies available to show benefits to ratepayers. 

The ratings on Progress reflect the consolidated credit profiles of its wholly owned subsidiaries, Carolina Power & 
Light Co. (d/b/a Progress Energy Carolinas Inc. [PEC]) and Florida Power Corp. (d/b/a Progress Energy Florida Inc. 
PEF]). Progress has an excellent business risk profile that reflects stable regulated electric utility operations in North 
and South Carolina and Florida. Despite political overtones earlier in 2010 that somewhat increased regulatory risk 
in Florida, the regulatory environment in the state remains reasonably constructive mainly through the use of 
various clauses that allow for recovery of approved capital expenditures, including environmental expenditures, and 
fuel. 

In June 2010, the Florida Public Service Commission (FPSC) approved a settlement for PEF that effectively 
maintains current base rates through 2012 without affecting the use of various clauses mentioned earlier, while still 
providing for a return on equity (ROE) of 9.5%-11.5%. The settlement also provides that if the earned ROE falls 
below 9.5%, PEF may seek rate relief after it has used at least $150 million of the allowed depreciation reserve in 
the relevant period. 

Progress has a large and diverse customer base, serving more than 3.1 million customers. While the customer base 
has historically demonstrated consistent growth of more than 2% annually, the recession has slowed customer 
growth, especially in Florida, where the total number of customers declined slightly in 2009. Total generating 
capacity consists of more than 22,000 megawatts (MW).  On a consolidated basis, residential and commercial 
customers account for about 60% of sales, industrial customers for 15%, and wholesale customers for 20%. 
Wholesale sales are generally under long-term contracts with various public power, cooperative, and investor-owned 
utilities, regulated by the FERC on a cost-of-service basis, and lack fuel cost deferrals. 

PEC and PEF have managed their regulatory relations effectively, achieving timely recovery of fuel and capital 
expenditures, and storm and environmental costs. In addition, Florida's 2006 comprehensive energy legislation 
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provides support for new generation, including nudear plants. North Carolina passed legislation in July 2009 that 
expedites the certification process for new gas-fired power plants as long as existing coal plants a t  the current site 
are retired. PEC is in the process of building three new combined cycle gas turbine units: the 600 MW Richmond 
facility with an in-service date of June 2011, the 950 MW Wayne Co. facility expected online in January 2013, and 
the 620 MW New Hanover Co. facility expected online in early 2014. 

PEF is completing the work to bring the Crystal River 3 (CR3) nuclear plant back online, now expected in April 
201 1. CR3 experienced delamination within the concrete of the outer wall of the containment structure during a 
normal refueling and maintenance outage in September 2009. As of Dec. 31,2010, PEF had incurred $288 million 
in replacement power costs, with $1 17 million already recovered from insurance proceeds, 554 million still to be 
received from insurance, and $1 17 million deferred for recovery through clauses. Repair costs totaled 5150 million, 
with $64 million received from insurance, 547 million still to be received from insurance, and the balance to be 
deferred for base rate recovery. In October 2010, PEF received approval from the WSC to establish a separate 
docket related to the outage and replacement fuel and power costs associated with the extended outage. 

Consolidated capital spending will remain si&icant over the next few years, necessitating additional borrowings, 
to address environmental compliance, new generation, uprates at existing plants, and system growth and 
maintenance needs. We expect total capital spending to be about $2.1 billion in 2011 and $1.9 billion in 2012. 
Given the completion of environmental projects in Florida and the new-generation projects in North Carolina, the 
capital spending program will be geared in favor of the Carolina operations on a 65%-35% basis. 

Progress has an aggressive financial risk profile. For the 12 months ended Dec. 31,2010, financial performance 
benefited from some stabilization or improvement in the local economies as well as favorable weather. Progress' 
financial performance has slightly exceeded our base case expectations with adjusted funds from operations (FFO) 
of $2.5 billion and adjusted total debt of $15 billion, leading to adjusted FFO interest coverage of 3.5% adjusted 
FFO to total debt of 16.8%, and adjusted debt leverage of 59.4%. 

Short-term credit factors 
Progress' liquidity is adequate under Standard & Poor's corporate liquidity methodology, which describes a 
company's Iiquidity in five standard categories. Progress' liquidity supports its 'BBB+' corporate credit rating. 
Projected sources of liquidity--mainly operating cash flow and available bank lines-cover projected uses, mainly 
necessary capital expenditures, debt maturities, and projected common dividends, by about 1 . 2 ~  over the next 12 
months. The short-term rating on Progress is 'A-2', reflecting the company's corporate credit rating and its stable 
cash-generating capability. 

As of Dec. 31,2010, the consolidated lines of credit totaled $2 billion, with $750 million available a t  each of the 
utility operating subsidiaries (fully available at PEC and PEF) and expiring in October 2013, and $500 million 
available at the holding company with $469 million still undrawn and expiring in May 2012. None of the bank 
facilities have rating triggers. Progress also had $61 1 million in cash and short-term investments. There is $1 billion 
in debt maturities in 201 1, $950 million in 2012, and $830 million in 2013. 

Creditwatch 
The positive Creditwatch on Progress is based on the anticipated consummation of the merger with the higher rated 
Duke. Standard & Poor's expects the combined entity to have a financial risk profile in the significant category, 
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demonstrating some weakness in the first year after the merger, but rebounding in subsequent years as a result of 
realizing cost savings and implementing base rate increases to recovery invested capital. Therefore, we would expea 
that post-merger adjusted FFO to total debt to average about 15%, adjusted FFO interest coverage to average 
3 . 7 5 ~ ~  and adjusted debt leverage to be about 52%. Consolidated liquidity should also remain adequate since both 
companies will preserve their existing revolving credit facilities that total $5.3 billion. 

Related Criteria And Research 
e Criteria Methodology: Business RiskEinandal Risk Matrix Expanded, published May 27,2009. 
e Corporate Criteria: Analytical Methodology, published April 15,2008. 
0 r :orpora teLntena : Is tand~d-&~~d~d1zesLlq lUdl tYuescnptors f~Gfisb~ICorpora te  IssueTs,Jdfl, __ 

2010 
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Attorney General First Set Data Requests 
Date Received: April 25,201 1 

AG-DR-01-017 

REQUEST: 

The Joint Applicants in Case No. 2005-00228 stated that ULH&P would not guarantee 
the credit of any of its affiliates and that IJL,H&P would not issue any security, incur any 
debt, or pledge any assets to finance any part of the purchase price paid for Cinergy’s 
shares. Are the Joint Applicants in the instaiit matter prepared to make a similar pledge 
(Le., that DEK will not be required to guarantee the credit of any of its affiliates, and that 
it will not in any way be required to pledge any assets to finance any part of the purchase 
price paid for Progress’ shares)? 

RESPONSE: 

This question was answered by Julia S. Janson on pages 41-42 and 5.3 of her testimony 
(Joint Application, Exhibit L). Duke Energy Kentucky will not be required to guarantee 
the credit of any of its affiliates, and it will not pledge any assets to finance the merger. 

PERSON RESPONSIBLE: Stephen De May 
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Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-018 

REQUEST: 

The petition, at Vol. 1 , ~ p .  12 - 13, states: “ . . . additional cost savings opportunities will 
be created. . . . [a111 of these advantages will inure to the benefit of Duke Energy 
Kentucky and its customers. ” Provide copies of any and all analyses Joint Applicants 
have conducted depicting any and all such cost savings opportunities. 

RESPONSE: 

Objection. This document request seeks to elicit information protected by the attorney- 
client privilege and/or attorney work product privilege. The Joint Applicants object to 
this question to the extent that it omits nearly a full paragraph between the two quoted 
phrases. The Joint Application speaks for itself. Without waiving said objection, as 
stated in page 20 of the Direct Testimony of James E. Rogers, “First it is anticipated that 
upon the actual integration of Duke Energy and Progress Energy and their service 
companies, cost savings opportunities will be created. Although no assurance can be 
given that any particular level of cost efficiencies will be achieved, we believe that 
significant net efficiencies will be realized from corporate activities, the regulated utilities 
and the unregulated businesses of the combined company. The savings recognized in the 
regulated businesses should benefit customers over time through normal ratemaking 
proceedings, and mitigate anticipated rate increases.” 

Further, as stated in page 7 of the Direct Testimony of William Don Wathen, Jr., “And, 
over time, Duke Energy Kentucky believes that it will be able to achieve savings as a 
result of leveraging best-in-class practices and having steady access to capital markets. 
Due to the nature of the merger, it is not possible to precisely quantify the benefits that 
may accrue to Duke Energy Kentucky at this time.” 

PERSON RESPONSIBLE: As to Objection - L,egal 
James E. Rogers/ William Don Watlien Jr. 
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AG-DR-01-019 

REQUEST: 

~ s s u m i n P t h e c o n t e m o l ~ e ~ ~ ~ ~ s a c _ t i o n  is fully approved in every jurisdiction by every 
regulatory authority, state whether DEK would be required lo give any type or sort of 
preference to purchased power from: (a) any generating facilities owned by any DEK 
parent entity or affiliate, or currently owned by Progress, including but not limited to 
nuclear facilities; or, (b) aiiy other external sources with which the Joint Applicants have 
contracted or may contract to purchase generation output (including renewable sources). 
State whether any such preference would take priority over DEK’s ability to purchase 
power anywhere else on tlie market at lower prices. 

a. If tlie answer is in the affirmative to any portion of this question, state whether the 
Joint Applicants will or have filed any petition with FERC seeking approval of any 
such preferential purchased power arrangement. 

b. State whether DEK, as a result of the contemplated transaction, will enter into aiiy 
type or sort of pooling arrangement with any other current or future affiliate. Provide 
complete details, including copies of any such arrangements, even if only in draft 
form. 

RESPONSE: 

Duke Energy Kentucky would not be required to give any preference to purchased power 
froin any affiliates or external sources. 

a. NIA. 

b. Objection. The Joint Applicants object to the question to the extent that it calls for 
speculation. Without waiving such objection, there have been no decisions made 
to enter into any pooling arrangements with current or future affiliates. 

PERSON RESPONSIBLE: As to Objection - L,egal 
Barry Pukkamp. 
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AG-DR-01-020 

REQUEST: 

Assuming the contemplated transaction is fully approved in every jurisdiction by every 
regulatory authority, state whether the Joint Applicants’ combined grids would in any 
manner fall under the control of any RTO. Include in your response: 

a. whether the Joint Applicants have any plans or potential plans to fonn a new RTO, 
and if so, please provide details; 

b. whether PJM might expand into North Carolina and South Carolina as a result of the 
contemplated transaction; 

c. a confirmation that DEK and Duke (Indiana) plan to remain members of PJM and 
MISO, respectively. If not, please provide an explanation in detail; and 

d. a discussion of what, if any, benefits and / or synergies Duke (Carolinas) and / or the 
new combined parent entity that emerges (assuming the contemplated transaction is 
approved in every relevant jurisdiction) would achieve in not joining an RTO. 

RESPONSE: 

Although this question is directed to ”Joint Applicants,” it is inapplicable to Progress 
Energy. The question is applicable to Duke Energy Corporation and its affiliated 
companies, and thus the response is made on behalf of those entities. 

a. Duke Energy does not have any plans or potential plans to foiin a new RTO. 

b. Objection. The Joint Applicants object to this request to the extent that it calls for 
speculation. The Joint Applicants have no control over PJM’s expansion 
initiatives. Duke Energy has no plans to place their North Carolina and South 
Carolina transmission system under PJM’s control. 

c. Objection. Joint Applicants object to the question to the extent that it requests 
irrelevant information about Duke Energy Indiana which is not a party to this 
case. Without waiving said objection, Duke Energy 
member of Midwest ISO. Duke Energy Kentucky 

Indiana plans to remain a 
is currently a member of 

1 



Midwest ISO. Its realignment to PJM Interconnection is expected to be completed 
by January 1, 2012, assuming Duke Energy Ohio completes its own realignment. 

d. Objection. Joint Applicants object to this request on the basis that it calls for 
speculation and is unduly burdensome. Without waiving said objection, Joint 
Applicants have not performed such an analysis to determine benefits and/or 
synergies of not joining an RTO. The combined company expects to obtain 
substantial saviiigs using joint generation dispatch within the Carolinas areas. 
Other savings are pro,jected due to managing fuel, and reduction in duplicative 
functions. These savings are expected irrespective of RTO membership. 

PERSON-RE-SPON S-tBE7FrAsto-Oljec ti0 n-keg a1 
Jim Stanley 

1 
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REQUEST: 

Will DEK’s generating units be jointly dispatched together with all other units the Joint 
Applicants own and / or operate, or will they be under PJM control? If they will be jointly 
dispatched under Duke’s control, state what synergies would be achieved. Discuss in 
detail. 

a. If DEK’s generating units will be jointly dispatched together with other generation 
throughout the new entity’s entire system, state whether economic dispatch principles 
will apply. 

b. Provide a discussion of whether the Joint Applicants will or may request the North 
Carolina Utilities Cominission and South Carolina utility regulators for permission to 
join an RTO, including whether regulators in those states might approve any such 
request. 

c. Confirm that the North Carolina Utilities Commission approved the petition of 
Dominion Resources, Inc. to join PJM, on the condition that retail customers not be 
held responsible for the costs of integration or membership. 

RESPONSE: 

Objection. This request misstates facts. Without waiving said objection, PJM does not 
control generation. In either the Midwest IS0 or PJM, Duke Energy Kentucky has 
participated and will participate in the energy, ancillary, and capacity markets but has 
maintained functional and operational control over its generation, and distribution 
facilities. Both the Midwest IS0  and PJM direct the dispatch of all generation connected 
to the transmission system. Both markets are based on supply offers and demand bids 
submitted by market participants, including both generator owiiers (as sellers) and load 
serving entities (as buyers). Thus, the Company functions as both a seller and a buyer in 
the Energy and Ancillary Markets to serve its retail electric customers in Kentucky. 
Duke Energy Kentucky will operate in PJM in much the same manner as it does today in 
the Midwest ISO. The Company will continue to offer its generation into the market and 
bid its load. PJM operates both a day-ahead market and real-time (balancing) market for 

1 



energy. Once in PJM, the Duke Energy Kentucky units are participants in an organized 
market and as such, there are no dispatch synergies between Duke Energy Kentucky units 
and other Duke Energy generating units. However, there are synergies that exist 
pertaining to the Duke Energy Kentucky units with other Duke Energy Ohio units, 
specifically the ability to share operating personnel, coininon systems, and generating 
sites. No additional synergies are expected to be achieved between the Duke Energy 
Kentucky generating units and the Duke Energy generating units located in North or 
South Carolina. 

a. Duke Energy Kentucky’s generating units will not be jointly dispatched together 
w i th-other-generation-throughou t-the-ncw-en tit+sen ti re-sys tan.  

b. Objection. The Joint Applicants object to this question on the basis that it requests 
information that is beyond the scope of the Commission’s jurisdiction and calls 
for speculation. Without waiving said objection, Duke Energy Kentucky’s current 
and anticipated involvement with RTOs is described in prior questions and in  the 
testimony attached to the Joint Application. There are no plans currently for Duke 
Energy to ,join an RTO in either North or South Carolina. 

c. The Cornmission’s Order speaks for itself. See North Carolina Utilities 
Commission Docket No. E-22, Sub 418 

PERSON RESPONSIBLE: As to Objection - L,egal 
(a,b) Barry Pulskainp 
(c) L,egal 
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AG-DR-01-022 

REQUEST: 

Provide a list describing planned DEK transmission projects for tlie next 10 years. 
Discuss also: 

a. whether DEK will seek contributions from PJM toward any portion of the costs of 
any such projects; 

b. whether new transmission facilities will be required or planned to interconnect tlie 
eastern seginents of the new entity’s combined transmission systems (consisting of 
the current Duke (Carolinas) and Progress systems) togetlier with the western 
segments of tlie new entity’s transinission systems (consisting of the current DEI<, 
Duke (Ohio) and Duke (Indiana) systems); and 

c. what synergies DEK may obtain with regard to transmission costs, including its 
planned projects, as a result of the contemplated transaction. 

RESPONSE: 

Duke Energy Kentucky currently has no plans for transmission capacity prqjects for the 
next 10 years. 

a. Objection. The Joint Applicants object to this request to the extent that it calls for 
speculation. Without waiving said objection, to the extent that the plans change 
for projects that are eligible for cost sharing within PJM, Duke Energy Kentucky 
will seek contributions. 

b. Wliile the merger savings do not depend on the construction of additional 
transmission between Duke Energy Carolinas and Duke Eiiergy Kentucky; if 
Duke Energy believes that an interconnection would provide reliability or 
economic benefits, such projects would be evaluated. 

c. The rnerger would assist Duke Energy Kentucky with managing the costs of 
transmission due to standardization, leveraging purchasing power, and best 
practices. 

1 



PERSON RESPONSIBLE: As to Ob-jection - Legal 
Jim Stanley 

2 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-023 

REQUEST: 

State whether DEK will or could incur any increased MISO,PJM, or other related system 
operator charges as a result of the coriteinplated transaction that it would not have 
incurred but for the transaction. If any: (i) state whether DEK’s ratepayers will or could 
be required to pay for all or any portion of those increased costs; and (ii) provide as inany 
details as possible. 

RESPONSE: 

It is not expected that Duke Energy Kentucky would see any increased MISO, PJM or 
other system operator charges resulting from the merger transaction. 

PERSON RESPONSIBLE: Jim Stanley 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-0 1-024 

REQUEST: 

Provide a complete explanation of any and all plans the Joint Applicants inay have to 
expand use of renewable fuels in DEK’s generation mix. Please provide any and all 
documents necessary in support of your explanation, together with any and all analyses of 
projected costs for any such expansion of reliewable fuels as opposed to file1 and other 
associated costs that would have been incurred but for any expansion of renewable fuels. 

a. Discuss any and all plans the Joint Applicants inay have regarding the use of 
Kentucky-based coal or coal products in its generation mix. Please provide any and 
all documents necessary in support of your explanation, together with any and all 
analyses of projected costs of using Kentucky-based coal or coal products. 

RESPONSE: 

Duke Energy Kentucky has no current plans in place regarding the inclusion of 
renewable resources to meet its generation needs. Its 2011 TRP, when completed, will 
provide more details on our resource planning assumptions regarding renewable 
resources. 

a. Duke Energy does consume Kentucky based coal across its generation fleet. 
Future changes in the procurement of Kentucky based coal is very difficult to 
predict as purchases are based on market economics, coal quality, transportation 
logistics and other factors at the time of purchase. 

PERSON RESPONSIBLE: Barry Pulskainp 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-025 

REQUEST: 

- Provide a detailed explanation of whether and to what extent, if applicable, the Joint 
Applicants intend to enhance and / or expand their gas procurement, storage, 
transportation and distribution programs, regardless of whether regulated or unregulated. 

RESPONSE: 

This transaction results in an indirect change of control over Duke Energy Kentucky, and 
thus Duke Energy Corporation will continue to own aiid operate Duke Energy Kentucky 
upon consummation of the acquisition of Progress Energy. Accordingly, although this 
question is directed to *.Joint Applicants,” it is inapplicable to Progress Energy. The 
question is applicable to Duke Energy Corporation aiid its affiliated companies, and thus 
the response is made on behalf of those entities. 

Objection. This request is overbroad aiid unduly burdensome and seeks information that 
is irrelevant and beyond the scope of this proceeding to the extent it seeks information in 
jurisdictions outside of the Com~nonwealtl~ of Kentucky. Without waiving said objection 
and to the extent discoverable, there are no plans to enhance and/or expand natural gas 
procurement, storage, transportation or distribution programs in Kentucky as a result of 
this case. 

PERSON RESPONSIBLE: Objection- Legal 
Julie Jansoii 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-026 

REQUEST: 

Recent published news stories indicate Duke and Progress are facing multiple 
shareholder lawsuits whicli appear to contest the conteinplated transfer of control. 
Provide a narrative discussion regarding the effect these lawsuits will or rnay have on the 
deadlines the Joint Applicants have established regarding the consuinination of the 
transaction. Include in your discussion any potential for increased costs the Joint 
Applicants may have, and any and all ramifications there may be for DEK ratepayers. 

RESPONSE: 

Information responsive to this request is set forth on pages 114 through 116 of 
Amendment No. 2 to Duke Energy’s Registration Statement on Form S-4, filed with the 
SEC on April 25, 201 1. The complaints filed in these putative class actions by plaintiffs 
who claim to be shareholders of Progress Energy assert that plaintiffs will seek injunctive 
relief enjoining the merger. To date, no plaintiff in any such action has filed a motion for 
such an injunction. Duke Energy believes that any such application would be without 
merit and will oppose any such application. At this time, Duke Energy has no reason to 
believe that these matters will affect the anticipated timeline for the closing of the 
transaction or impact Duke Energy Kentucky ratepayers. 

PERSON RESPONSIBL,E: L,egal /James E. Rogers 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-027 

REQUEST: 

The federal government, in  particular tlie EPA, has or will propose major new 
environinental regulations, which include but may not be limited to: tlie Clean Air 
Transport Rule (CAIR); National Ambient Air Quality Standards (NAAQS); Coal 
Combustion Residuals (CCR); HAPS MACT; and Water Quality 316 (a) and 316 (b) 
[collectively referred to hereinafter as “the EPA Regulations”]. State to what extent DEK 
ratepayers will or may be expected to contribute toward costs for achieving or otherwise 
meeting compliance with tlie EPA regulations at the Joint Applicants’ generation and any 
and all other facilities located in other states. 

RESPONSE: 

At this time, there are no expectations that Duke Energy Kentucky ratepayers will or may 
be expected to contribute toward costs for achieving or otherwise meeting compliance 
with the EPA regulations associated with generation or other facilities that are not Duke 
Energy Kentucky generation assets. 

PERSON RESPONSIBLE: Barry Pulskamp 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-028 PUBLIC 

REQTJEST: 

Provide DEK’s most recent load forecast. 

RESPONSE: 

CONFIDENTIAL PROPRIETARY TRADE SECRET 

This response has been filed with the Cornmission under a Petition for Confidential 
Treatment. 

PERSON RESPONSIBLE: Jose Merino 





Duke Energy Kentucky 
Case No. 201 1-124 

Attorney General First Set Data Requests 
Date Received: April 25,201 1 

AG-DR-01-029 

REQUEST: 

Indicate how and to what extent DEK’s rate base will or may be affected by the proposed 
transaction. 

RESPONSE: 

At least for the near term, the transaction sliould have no discernable impact on Duke 
Energy Kentucky’s rate base. To the extent there are savings in future years that are 
realized froin lower capital spending or lower operation and maintenance expenses’ that 
are attributable to synergies derived from the merger, rate base in future years could be 
lower as a result of the merger. 

PERSON RESPONSIBLE: William Don Wathen Jr 

The Kentucky Public Service Commission typically allows cash working capital to be determined using 
the 1/8Ih O&M method; so, to the extent O&M is eventually lower as a result of the merger there could be a 
slight reduction in the cash working capital component of rate base. 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-030 

REQIJEST: 

I n r t i c a t ~ ~ l i ~ i c ~ p ~ ~ ~ a ~ ~ ~ ~ ~ ~ ~  lead to fucl savings for DEK customeis, 
arid provide quantification, brokcti down by type of fuel, ilpossible. 

RESPONSE: 

1lie proposed traisactioii is not likely to lead to fuel savings for Duke Energy Kentucky 
customers as Duke Eiicrgy Kentucky does not coiisuiiie coal from thc same coal basitis 
and suppliers as Duke Energy Carolinas does. However, over time, Duke Energy 
Kentucky customers could bciiefit froin cconornies of scale including furthcr eMiciciicics 
in the administration o l  rue1 procurcinetit leading to lower fLrel costs No estiniatc of tlic 
total value or timing of this impact has been computed at this lime. 

PERSON RESPONSIBLE: Elliott Batson, Jr. 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-031 

REQUEST: 

Press releases indicate that Duke and Progress anticipated costs savings of $600 mil. to 
$800 mil. over the first five (5) years of combined operations. Please state how much of 
tliese savings will occur in DEK’s service territory. 

RESPONSE: 

The estimated $600 to $800 million of joint dispatch and fuel savings referenced on page 
22 of Duke Energy and Progress Energy’s merger announcement presentation principally 
relates to lower fuel costs resulting from jointly dispatching plants within Duke Energy 
Carolinas and Progress Energy Carolinas. A smaller portion of these estimated savings 
reflects cost reductions due to Duke Energy leveraging its size through economies of 
scale discounts. Thus, there may be some amount of lower fuel costs associated with 
buying on a larger scale that, over time, could potentially inure to Duke Energy 
Kentucky, but this has not been quantified. Any fuel savings inuring to Duke Energy 
Kentucky will be passed on to custoiners through the fuel clause as tlie savings is 
realized. 

PERSON RESPONSIBLE: Brian Savoy 





Duke Energy Kentucky 
Case No. 201 1-124 

Attoiiiey Geneid First Set Dah  Requests 
Date Received: April 25,2011 

AG-DR-01-032 

REQUEST: 

Bukcir--GE10j---in~-~~in~ai-~~~es.~13.1”j 20 1 1 , st a k d A L t h c  
transaction could yield savings or $300 mil. to $420 mil. aixiually in non-fid operating 
costs. State how much of these savings will occui within DEK’s service territory. 

RESPONSE: 

Objection. Calls for speculation and misstates facts. Dukc Energy did not issue such a 
press releasc on J a i ~ a r y  14, 201 1 ”  Without waiving said objection, on or about January 
10, 20 11 Duke Energy CFO L,ynn Good did state during a call announcing the merger 
transaction, that “Historically, regulated utility merger transactions have delivered 
annual, non-fuel cost savings in the range of 596 to 7?io of total noli-fuel O&M costs. 
Based upon combined 2012 non-he1 ad.justed O&M projections of around $6 billion we 
believe that the total annual savings realized over time from this transaction will fall 
witliin that range.” 

l l ie amount of estimated annual non-fuel savings has not bcen allocated to jurisdictions 
to date. Non-file1 savings relatcs to corporate and ovcrliead costs that get allocated to 
jurisdictioiis through a defined allocation process. Duke Energy Kentucky will rupiesent 
approximately 1-2?/0 of the new Duke Eneigy, therefore, it would be reasonable to 
assume that Duke Eneigy Kentucky will iealize approximately 1-2% of the corporate cost 
savings as future late cases are filed. 

PERSON RESPONSIBL,E: Objection- Legal 

Brian Savoy 





Duke Energy Icentucky 
Case No. 201 1-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-01-033 

REQUEST: 

Assuiniii~~lie-eoiit~inplatcd-tr~ii~~t i oii-i&til I.p-appruved-iii-l--c~r-~jLi~~sdict i o i h p x e r - y  
regulatory authority, will tlie Joiiit Applicants combjlic hito a single operating company? 
If not what will the stmctuie be? Please provide a chart demonstrating the stiucture 

RESPONSE: 

I This infomiation is contained in Exhibit I; to the Joint Application. 

PERSON RESPONSIBLE: James E. Rogers. 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-0 1-034 

REQUEST: 

Asisiumhg the contemplated transaction is fully approved in every jurisdiction by every 
regulatory authority, please state whether any officers or directors of joint applicant will 
receive any bonus, compensation, stock shares and/or options, retirement matches, 
incentives, insurance, use of corporate-owned property or any other remuneration of any 
type or sort. Please identify the applicable individuals, the method of remuneration, and 
the cash value thereof. 

RESPONSE: 

Certain individuals potentially will receive additional conipensation in connection with 
the contemplated transaction. As is required under applicable law, Duke Energy 
Corporation has disclosed the financial interests of the Joint Applicant’s directors and 
executive officers to the extent different from, or in addition to, those of the Joint 
Applicant’s shareholders generally. Please see pages 105-1 10 of Amendment No. 2 to 
the Form S-4 Registration Statement that was filed by Duke Energy Corporation with the 
Securities and Exchange Commission on April 25, 201 1, wliich contains the disclosure 
referenced in the preceding sentence. 

While there may be bonuses and/or retention payments made as a result of the 
transaction, the Companies have not yet made a determination as to who will receive 
them or in what amount. 

PERSON RESPONSIBLE: Jennifer Weber 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-0 1-035 

REQUEST: 

Pro v i dethenai-oftl.eI.n.mtlp.9ofthenewboardfdirectorsofeachofthesuuvivin~ 
companies regardless of name, and state whether each member currently serves as a 
director of the board of one of tlie Joint Applicants, and if so, which one. 

RESPONSE: 

The Merger Agreement provides that tlie directors of Diamond Acquisition Corporation 
at the Effective Time shall, from and after the Effective Time, be the directors of 
Progress Energy, Inc. until their successors have been duly elected or appointed and 
qualified, or their earlier death, resignation or removal. Currently, tlie directors of 
Diamond Acquisition Corporation are: L,ynn J. Good and Marc E. Manly. 

The Merger Agreement also provides that Dulte Energy will increase tlie size of its board 
of directors to 18 directors upon completion of the Merger. The board will consist of 11 
designees of Duke Energy and 7 designees of Progress Energy. Duke Energy expects 
that each of its 11 current directors will continue serving on its board upon the 
completion of the Merger, subject to such individuals’ ability and willingness to serve. 
Those 11 cuirent directors are: William Barnett 111, G. Alex Bernhardt, Sr., Michael G. 
Browning, Daniel R. DiMicco, John H. Forsgren, Ann Maynard Gray, James H. I-lance, 
Jr., E. James Reinsch, James T. Rhodes, James E. Rogers and Philip R. Sharp. Progress 
Energy expects that the following current niembers of the Progress Energy board of 
directors will serve on the board of directors of Duke Energy, subject to sucli individuals’ 
ability and willingness to serve: John D. Baker 11, Harris E. DeLoach, Jr., James B. 
Hyler, Jr., William D. Johnson, E. Marie McKee, Carlos A. Saladrigas and Theresa M. 
Stone. 

PERSON RESPONSIBLE: James E. Rogers 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-0 1-036 

REQUEST: 

Tnentifvllowlnuch debt the Joint Applicants. stated iiideuendently for each one, plan to 
incur in order to consuinmate the proposed transaction. Will DEK ratepayers be required 
to reimburse one or both Joint Applicants for debt incurred for this purpose? If so, state 
how much. 

RESPONSE: 

The merger will be financed 100% by stock. No debt will be issued to complete the 
transaction. 

PERSON RESPONSIBLE: Steplien De May 





Duke Energy Kentucky 
Case No. 2011-124 

Attorney General First Set Data Requests 
Date Received: April 25,2011 

AG-DR-0 1-037 

REQUEST: 

Please describe, in coinplete detail, the relationship that DEK has with its current Servco, 
including the nature and extent of services provided, cost sharing requirements, and 
provide a break-out of the sums DEK paid to the Servco for each of the last ten (10) 
years. 

a. Please describe, in complete detail, any changes that DEK is anticipated to 
experience in its relationship with either the existing Servco, or the new Sei-vco, if 
tlie contemplated transaction is fully approved, and provide: (i) copies of any draft 
contracts, agreements or other documents describing that post-transaction 
relationship; and (ii) provide copies of any and all cost-sharing projections between 
DEK and the future Servco. 

b. State whether Progress’ Servco will be providing any services to DEI<. If so: (i) 
identify them in full together with any prqjections regarding costs for which DEK 
will be responsible for paying to the Progress Servco; and (ii) state whether any 
duplication of services will or could occur. 

RESPONSE: 

The Joint Applicants object to the question on the basis that it is overly broad and unduly 
burdensome with respect to providing ten years of sums paid to by Duke Energy 
Kentucky. The Joint Applicants also object on the basis that “Servco” is not a defined 
term and its meaning is unclear. Witliout waiving said objections, the Joint Applicants 
state that Duke Energy Business Services, LLC (“DEBS”) and Progress Energy Service 
Company, LLC (“Progress Service”) are unregulated companies providing services to tlie 
other affiliates of Duke Energy and Progress Energy respectively. Tlie nature of the 
services to be provided by these service companies are described in the affiliate 
agreements attached in Exhibit I to the Joint Application. 

Please see Attachment AG-DR-O1-.37(i)-(v) for FERC Financial Report FERC Form 60 
of Centralized Service Companies for payments to made by Duke Energy Kentucky to 
Duke Energy Business Services for the last five years. 

1 



a. Inforination responsive to this request was provided in pages 10-1 8 of the Direct 
Testimony of William Wathen (Joint Application, Exhibit M). A copy of the 
proposed revised Service Company Utility Service Agreeinent is attached as 
Exhibit I to the Joint Application, pages 1-29. 

b. See above. No duplication of services will occur. 

PERSON RESPONSIBLX: Objection- Legal 

William Don Wathen Jr. 

2 





THIS FILING IS 

Item 1: An Initial (Original) OR Resubmission No. - 
Su brnission 

This report is mandatory under the Public Utility Holding Company Act of 2005, Section 1270, 
Section 309 of the Federal Power Act and 18 C F R 5 366 23 Failure to report may result in 
criminal fines, civil penalties, and other sanctions as provided by law The Federal Energy 
Regulatory Commission does not consider this report to be of a confidential nature 

- 

C ~ S C  NO. 201 1-124 
AC-DR-01-037 ( i )  attachment 
Page 1 of 76 

Form 60 Approved 

Expires 021281201 0 
OMB NO. 1902-0215 

Exact Legal Name of Respondent (Company) 

Duke Energy Shared Services, Inc 

Year of Report 

Dec 31, 



Case No. 2011-124 
AG-DR-01-037 (i) attaetiment 
Page 1 of 76 

GENERAL INSTRUCTIONS FOR FILING FERC FORM NO. 60 

I. Purpose 

Form No 60 is an aiuiual rcgulatory support requirement under 18 CFR 366 23 for centralized service companies. The 
report is designed to collect financial information from centralized service companies subject to the jui isdiction of the 
Federal Energy Rcgulatory Commission. The report is considered to be a iion-confidential public use forin 

11. Who Must Submit 

lJiiless the holding company system is cxeinptcd or granted a waivcr by Coriiinissioii rule or order pursuant to ;Js$ 18 CFR 
366.3 and 366.4 of this chapter, every centralized scrvicc company in a holding compaiiy system must prepare and file 
electroiiically with the Commission the FERC Form No. 60 then in effect pursuant to the General Instructions set out in 
this form. 

111. How to Submit 

Submit FERC Form No. 60 electronically through the Form No. 60 Submission S o h a r e .  Retain one copy of each report 
for your files. For any rcsubmissioiis, submit the filing using the Form No. 60 Submission Software including a 
justification. 

IV. When to Submit 

Submit FERC Form No. 60 according to tlic filing date contained ;Js 18  CFR 366.23 of the Commission's regulations 

V. Preparation 

Prcparc this rcport in confonnity with the LJniforin System of Accounts (1 8 CFR 101 and/or 17 CFR 256) (USof A) 
Interpret all accounting words and phrascs in accordancc with the USof A. 

VI. Time Period 

This rcport covers tlic entire calendar year. 

V11. Whole Dollar Usage 

Enter in whole numbers (dollars) only, exccpt where othcnvise noted. The amounts shown on all supporting pages must 
agree with the amounts entered on the statements that they support. When applying thresholds to determine significance 
for reporting purposes, usc for balance sheet accounts the balances at the cnd of the current reporting period, and use for 
statement of income accounts the current year's 
amounts. 

VIII. Accurateness 

Complete each question fully and accurately, even if it has been answered in a previous report. Enter the word "None" 
where it  truly and completely states the fact. 

LX. Applicability 

For any page(s) that is not applicable to the rcspondent, omit the page(s) and enter "NONE," or "Not Applicable" in 
columi (c) on the List of Schedules, page 2. 



C;tse No. 2011-124 
AC-DR-01-037 (i)  attachment 
Page 1 of 76 

X. Date Format 

Enter the month, day, and year for all dates. Use customary abbreviations. Thc "Resubmission Date" included in  the 
headcr of each pagc is to be completed only for resubmissions (sce HI. above) 

X1. Number Format 

Gencrally, except for certain schcdules, all numbers, wliethcr thcy are expected to be debits or credits, must be reportcd as 
positive. Numbers having a sign that is different from the cxpected sign must be reported by use of a minus sign 

XII. Required Entries 

Do not make references to reports of previous years or to othcr reports instead of rcquired entries, except as specifically 

XIII. Prior Year References 

Whcrever (schedule) pages icfcr to figures from a previous year, the figures reported must bc bascd upon those shown by 
the report of the previous year, or aii appropriate explanation given as to why the different figures were used. 

XIV. Where to Send Comments on Public Reporting Burden 

The public reporting burden for the Form No GO colleclioii of information is cstiinated to average 75 hours per responsc, 
including 

the time for revicwing instructions, searching existing data sourccs, 
gathering and maintaining the data-needcd, and 

* completing and reviewing the collection of information 

Send coinmcnts regarding thcse burdcn estimates or any aspect of this collcction of information, including suggestions for 
reducing burden, to. 

Federal Energy Regulatory Commission, 
888 First Street NE 
Washington, DC 20426 
(Attention: Mr. Michacl Millcr, ED-33); 

And to: 

Office of Information and Rcgulatoiy Affairs, 
Office of Management and Budget, Washington, DC 20.503 (Attention: Desk Officer for the Federal 
Encrgy Rcgulatory Commission). 

No person shall bc subject to any penalty if any collection of information does not display a valid control number (44 
1J S C 3.512(a)) 

DEFINITIONS 
I. Respondent -- The person, corporation, or other legal entity in whose behalf the report is made. 



Case No. 2011-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

0 This Report is 

( 1  ) An Original 
(2) n A  Resubmission 

FERC FORM NO. 60 
ANNUAL REPORT FOR SERVICE COMPANIES 

11 Date of Report 
(Month, Day, Year) 

05/01/2007 

IDENTIFICATION 

2 Date of incorporation 

1 Exact Legal Name of Respondent 02 Year of Report 

Dec 31, 2006 
- 

3 Previous Name (If name changed during the year) 04 Date of Name Change 

04/03/2006 

5 Address of Principal Office at End of Year 

2 6  South Church Street Charlotte, NC 28201 

(Street, City, State, Zip Code) 

13 If Not Incorporated, Date of Organization 

16 Name of Contact Person 

Michael S. Hendershott 

16 Name of Signing Officer 

Steven K Young 

17 Title of Signing Officer 

Senior Vice President, Chief Financial 

18 Address of Contact Person 

400South-T~onSt ree t i -Ghar lo t t~~~8~Ol  

18 Signature of Signing Officer 

Steven K Young 

07 Title of Contact Person 

09 Telephone Number of Contact Person 

(sea) 373-7703 

021231 1994 I / I  

4 State or Sovereign Power Under Which Incorporated or Organized 

DELAWARE 

I5 Name of Principal Holding Company Under Which Reporting Company IS Organized. 

Duke Energy Corporation 

Signature Clause 
Pursuant to the requirements of the Public Utility Holding Company Act of 2005 and the rules and regulations of the 
Federal Energy Regulatory Commission issued thereunder, the undersigned company has duly caused this report to 
be signed on its behalf by the undersigned officer thereunto duly authorized. 

19 Date Signed 
(Month, Day, Year) 

05/01/2007 

FERC FORM NO. 60 (NEW 12-05) Page 1 



Name of R e s p o n d e n t  

Duke E n e r g y  S h a r e d  Serv i ces ,  Inc 

T h i s  Re ort Is: 
( 1 )  $An Original 
(2) n A  R e s u b m i s s i o n  

.ine 
No. 

Resubmission D a t e  Y e a d p e r i o d  of R e p o r  
(Mo, Da, Yr) 
05/01/2007 Dec31. 2006 

- 

Description 

(a) 

2 
3 
4 

1 I Schedule I - Comparative Balance Sheet 

Schedule I1 - Service Company Property 

Schedule Ill I Accumulated Provision for Depreciation and Amortization of Service Company Property 

Schedule IV - Investments 
~ _ _ _ l _ _ l l _ _  

12 
13 
14 
15 

5 I Schedule V - Accounts Receivabie from Associate Comoanies 

Schedule XI1 - Long-Term Debt 

Schedule Xlll -Current and Accrued Liabilities 

Schedule XIV - Notes to Financial Slatemenls 

Schedule XV - Comoarative Income Statement 

7 I Schedule VI1 ~ Stores Expense Undistributed 

8 1 Schedule Vlll - Miscellaneous Current and Accrued Assets 

30 1 
302 
303 
304 
305 
306 
307 
308 

9 I Schedule IX . Miscellaneous Deferred Debits 

None 

-__ 

10 I Schedule X - Research, Development. or Demonstration Expenditures 

22 
23 

1 1 I Schedule XI - Propnetan, Capilal 

Schedule XVlll - Notes to Statement of Income 

Organization Chart 

Methods of Allocation 

--__I- 

-- 

16 I Account 457 - Analysis of Billinq - Associate Companies 

*count 458 - Analysis of Billing I Nonassociate Companies 

18 I Schedule XVI ~ Analysis of Charges for Service ~ Associate and Nonassociate Companies 

19 I Schedule XVll -Schedule of Exoense Distribution bv Deoartment or Service Function 

20 I Account 920 - Deoartmental Anaivsis of Salaries 

21 I Account 930 2 .  Miscellaneous General Expenses 

25 I Annual Statement of Comoensation for Use of Capital Billed 

Page Reference I Remarks _"~ 101-102 

105 I 

109 N o t  Applicable 
110 

N o t  Applicable 

N o t  Applicable 

204 

___I___ 

403 I None 

FERC FORM NO. 60 (NEW 12-05) Page 2 



Case No. 2011-124 
AG-DR-0 1-037 (i) attach men t 
Page 1 of 76 

N a m e  of R e s p o n d e n t  T h i s  R e  or t  Is: R e s u b m i s s i o n  D a t e  Y e a d p e r i o d  of R e p o r t  

D u k e  E n e r g y  S h a r e d  Serv ices ,  I n c  (1)  d A n  O r i g i n a l  
(2) n A  R e s u b m i s s i o n  

(Mo, Da ,  Y r )  
05/0 1 /2007  D e c 3 1 ,  2006 

Schedule I - Comparative B a l a n c e  Sheet 

1 I Give balance sheet of the Comaanv as of December 31 of the current and arior vear. , ,  , I  

2. If additional accounts are needed, provide them in a footnote on the appropriate line 

As of Dec 31 
Current 

(4 

Account Description Referent 
Page Nc 

(c) 

1 Service Company Property 

2 I 101 /Service Company Properiy 103 54.814.17 

3 I 
4 1  

107 [Construction Work In Progress 

lo ther  Accounts (provide details in a footnote) 

103 

103 
__. 

3 9,O 7 0,5 5 3 

81,648,348 

19,278,2: 

635,87 

64,384,6C 

5 

-- 108 6 Less: Accumulated Provision for Depreciation and Amortization of Service Company Property 

7 Less: Other Accounts (provide details in a footnote) 

8 Net Service Company Property (Total of Lines 5-7) 

Total Property (Total of Lines 24) 

(Investments 

10 I 123 llnveslments In Associate Companies 
- 

105 

13,974,258 4 11 I 124 ]Otherinvestments 105 - 15,030,Oi 

15,030,07 ;; I 131 1;;31t and Accrued Assets 

67.47 

16  134 Other Special Deposits 

17  I 135 IWorking Funds 5E 

105 
__. 

1 8  136 Temporary Cash Investments 

19  I 141 INotes Receivable 

20 I 143 AccountsReceivable 

2 1  I 144 ILess: Accumulated Provision For Unwllectible Accounts 

3,700,15 

4 
-- 2,153,712 ------i 

22 I 
2 3  I 152 IFuel Stock Expenses Undistributed 

146 IAccounts Receivable From Associate Companies 106 

107 
- 126.437,45 127,588,661 

ll_lll." 

2 4  I 154 IMatenals and Supplies 

163 Stores Expense Undistributed b- 108 

673.33 3,383,333 

174 Miscellaneous Current and Accrued Assets H-- Other Acwunts (provide details in a footnote) 

109 

29 

3 0  I IDeferred Debits 

Total Current and Accrued Assets (Total of Lines 15-28) 130.878,93 

3 1  181 Unamortized Debt Expense 

32 I 184 ]Clearing Accounts 

110 

111 
- 28,786,589 I 2,043.86 

3 5  I 190 /Accumulated Deferred Income Taxes 63,741,238 I 170,885,51 

3 6  I lo ther  Accounts (provide details in a footnote) 

37 I I Total Deferred Debits (Total of Lines 31-36) 172.929.37 92,527,827 

383,222,99 TOTAL ASSETS AND OTHER DEBITS (TOTAL OF LINES 8,13,29 and 37) -- 3 8  
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Case NO. 2011-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of Respondent This Re ort Is: Resubmission Date Yeadperiod of Repoi 

Duke Energy Shared Services, Inc 
(Mo, Da, Yr) 
05/0 1/2D07 Dec31, 2006 (1) $An Original 

(2) n A Resubmission 
Schedule I - Cornoarative Balance Sheet (continued) 

Description 
(b) 

leferencc 
'age No 

(c) 

As of Dec 31 
Current 

(d) 

As of Dec 31 
Prior 
(e) 

Account 
Number 

(a) 
h e  
No. 

- 
39 

40 

4 1  

42 

4 3  

44 

45 

46 

47 

48 

49 

50 

5 1  

52 

5 3  

54 

55 

56 

57 

58 

59 

60 

6 1  

62 

63 

64 

65 

66 

67 

68 

69 

7 0  

7 1  

72 

73 

- 
- 

__ 

- - 

- 
_I 

_I 

__ 
- 
___ 
- 
- 

__ 

.__ 

- 
__ 
I_ 

- 
- 
- 

- 
- 
__ 
- 
- 
- 
- 

- 

- 

Proprietary Capital 

201 ICommon Stock Issued 201 

21 1 IMiscellaneous Paid-In-Caoital 201 ( 221,452,391 99! 

215 IAppropnated Retained Earnings 201 

201 
- 

216 IUnaDorooriated Retained Earninss 

lother Accounts (provide details in a footnote) 

I Total Proprietary Capital (Total of Lines 4044) ( 49,384,142 ( 259,566,481 

- 
202 

LongTerm Debt 

223 IAdvances From Associate Companies 

224 Other Long-Term Debt 

-y&namortized Premium on LongTerm Debt 

202 - 

Other Accounts (provide details in a footnote) 

Total Long-Term Debt (Total of Lines 47-51) 

]Current and Accrued Liabilities 

228 IAccumulated Provision For Pensions and Benefits 154,044,59: 

45,498,88( 

87,701,241 

231 Notes Payable 

232 IAccounts Pavable 71,351,801 

203 

203 
- 77,887,68: 

13,137,OO: 
- 233 Notes Payable to Associate Companies 

234 1 Accounts payable to Associate Companies 
- 

1,074,851 

( 18,667,303 ( 28,459,655 236 Taxes Accrued 

237 llnterest Accrued 

34.584.40: 9,756,08! 

48,849,381 203 21,638,53 

I Total Current and Accrued Liabilities (Total of Lines 54-64) 197,683,541 

174,529,24' 

320,713,97 - 
321,853,55: 

IDeferred Credits 

253 lother Deferred Credits 

255 Accumulated Deferred Investment Tax Credits 

lother Acwunts (Drovide details in a footnote) 

Total Deferred Credits (Total of Lines 67-69) - 
282 1 Accumulated Deferred Income Taxes 

174,529,24! 

316,821 

Other Acwunts (provide details in a footnote) 

TOTAL LIABILITIES AND PROPRIETARY CAPITAL (TOTAL OF LINES 45,52,65,70,71 AND 

72) 323,145,47 383,222,99' 

FERC FORM NO. 60 (NEW 12-05) Page 102 



Case NO. 2011-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

-I-_--- --~-- 
Name of Respondent This Report is: Resubmission Date Year of Report 

(1 ) II .  An Original (Mo, Da, Yr) 
Duke Energy Shared Services, Inc. (2) -A Resubmission 05/0 1/2007 2006 .---. 

FOOTNOTE DATA - 

/Schedule Page: I01 Line No.: 4 Column: d 
106 Completed Construction Not Classified - Electric $36,090 

ISchedule Page: 101 Line No.: 44 Column: d 
208 Donations Received from Stockholders ($669,224) 
21 9 Accumulated Other Comprehensive Income (Loss) ($37,444,870) 
ISchedole Page: 101 Line No.: 44 Column: e i 
208 Donations Received from Stockholders 

ISchedule Page: 101 Line No.: 71 Column: d 
Includes 283 Accumulated Deferred Income Taxes - Other of $20,991 

$7,464,748 
V 9 d c c n m a l a t e d - 8 t h e r e o r E h e ~ v ~ l ~ c ~ (  Loss j ($56349393) 

.I_ 
Footnotes.1 1 FERC FORM-NO. 60 (NEW 12-05) -- I 



l a m e  of Respondent 

Duke Energy Shared Services, Inc 
I-____ 

5--f306--fbasehold Improvements------1 -----+? , 40,6691 I 

This Re ort Is: Resubmission Date YearlPeriod of Repor 
(1) &An Original 
(2) n A  Resubmission 05/01/2007 Dec31, 2006 

(Mo. Da, Yr) 

6 1307 IEquipment I I I I I 

.ine 
vo. 

-. 
1 

2 

3 

4 

7 1308 loffice Furniture and Equipment I 6,994,5541 I I ( 3,807,721)1 3,186,833 

Acct Title of Account Balance at Beginning Additions Retirements or Sales Other Changes Balance at End of Year 
(b) of Year ( 4  (e) (0 

(a) (c) (9) 

301 Organization 

303 Miscellaneous Intangible Plant 

304 Land and Land Rights 

305 Structures and ImDrovements 

- 

8 

9 

10 
-. 

FERC FORM NO. 60 (NEW 12-05) Page 103 

309 Automobiles, Other Vehicles and Related 
Garage Equipment 

310 Aircraff and Airpoll Equipment 

311 OtherPropeily 71,375,204 15,627,275 ( 38,453,637) 48,548,842 
__ - 



Case No. 2011-124 
AG-DR-01-037 (i) attacliment 
Page 1 of 76 

(1 ) & An Original 
Duke Energy Shared Services, Inc. (2) -A Resubmission -- 

FOOTNOTE DATA 

[Schedule Page: 103 Line No.: 12 Column: f 
$44,887,435 accumulated provision at 3/31/2006 was transferred out of Accumulated Depreciation to Plant In Service as a result 
of Duke Energy's purchase of Cinergy. 
[Schedulege:  103 Line No.: 14 Column: g 

Beginning Other 
Balance Changes 

1 OLgnstruction Work in Progress $39,006,1 I 9  (24,161,000) . _ _ _ ~  

bhedule Page: 103 Line No.: 15 Column: g 
Beginning 
Balance 
$64,434 107 Construction Work in Progress 

-FFnr.RNl NO fin lNFW 12-05) Footnotes.1 1 



Name of Respondent 

Duke Energy Shared Services, Inc 

Schedule 111 -Accumulated Provision for DeDreciatiOn and Amortization of Service ComDanv ProDertv 

This Re ort Is: Resubmission Date YearlPeriod of Rep0 
(1) &An Original 
f2) [-1A Resubmission 

(Mo, Da, Yr) 
05/01/2007 Dec31. 2006 

1. Provide an explanation of Other Charges in Column (f) considered material in a footnote. 
2 Describe other property (Account 31 1) in a footnote 

Description Retirements Balance at 
Close of Year 

4cwunt 
Vumber 

Other Changes 
Additions 

(Deductions) 
(9 

of Year Charged To 
Acwunt 403 

~- 
Miscellaneous Intangible Plant 

04 ILand and Rights 

05 ]Structures and Improvements 

~ ~ u i p m e n ~  

Office Furniture and Equipment 

Automobiles, Other Vehicles and Related 
Garage Equlpment 

Aircraft and Airport Equipment 

I--.- 3,723,336 3375: ( 3,807,721 253.15: 

11 lother Property 35,530,1591 12,031,51 ( 38,453,638 9,108,03: 

Other Accounts (provide details in a 
footnote) 

I(Total of Lines 1-10) 13,098,70 41,532,632 ( 44,887,436 9,743,90! 

FERC FORM NO. 60 (NEW 12-05) Page 104 



Case No. 2011-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of Respondent Date Year of Report 
(Mo, Da, Yr) 

This Report is: 
(1 ) LS. An Original 

Duke Energy Shared Services, Inc. l(2) -A Resubmission 

/Schedule Page: 104 Line No.: 12 Column: f 
$44,887,435 accumulated provision at 3/31/2006 was transferred out of Accumulated Depreciation to Plant In Service as a result 

I 05/0 1/2007 

of Duke Energy's purchase of Cinergy. 

1 ~- , FERC FORM NO. 60 (NEW 12-05) Footnotes.1 



dame of Respondent 

Duke Energy Shared Services, Inc 

1, For Other Investments (Account 124), in a footnote state each investment separately, with description including the name of the 

2. For Temporary Cash Investments (Account 136), list each investment separately in a footnote. 
issuing company, number of shares held or principal investment amount. 

This Re ori Is: Resubmission Date Yeadperiod of Rep0 
(1) $An Original 
(2) [-1A Resubmission 05/ai/2007 Dec31, 2006 

(Mo. Da. Yr) 

tccount 
\lumber 

(a) 

36 

I 

Title of Account 

(b) 

I 

Temporary Cash Investments 

(Total of Lines 1-3) - 

23 llnvestment In Associate Companies 

24 /Other Investments 

Balance at Beginning 
of Year 

(c) 

13,974,25E 

Balance at Close of 
Year 

15,030,07 - 

FERC FORM NO. 60 (NEW 12-05) Page 105 



Case No. 2011-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

This Report is: 
(1 ) An Original 
(2) __A  Resubmission 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

0 3 0  112007 

bchedule Page: 105 Line No.: 2 Column: d 
Balance at Beginning Balance at 

of Year Close of Year 

Rabbi Trust $1 0,280,635 $1 1,336,455 
Cash Surrender Value of Executive 

Life Insurance Policies $3,693,623 $3,693,623 

-- I FERC FORM NO. 60 (NEW 12-05) Footnotes.1 1 



16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

40 Total 

-. " 

FERC FORM 

- 
127,588,661 126,437,455 

NO. 60 (NEW 12-05) Page 106 



Case NO. 2011-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of RespoGient This Report is: Resubmission Date Year of Report 
(1 ) & An Original (Mo, Da, Yr) 

2006 
-I_ -.-- Duke Energy Shared Services, Inc. (2) -A Resubmission 05/0 112007 

.-I_-- FOOTNOTE D A T L  -.--~--. 

[Schedule Page: 106 Line No.: 9 Column: d 
Duke Energy Business Services, LLC receivable includes amounts from other associate companies detailed in Account 457. 

-- I FERC FORM NO. 60 (NEW 12-05) Footnotes.1 I 



Case No. 201 1-124 
AG-DR-01-037 (i) attxhment 
Page 1 of 76 

Name of Respondent 
Duke Energy Shared Services, Inc. 

This Re ort Is: 
(1) $An Original 
(2) n A Resubmission 

Resubmission Date Yeadperiod of Repor 
(Mo, Da, Yr) 
05/01/2007 Dec31, 

Schedule VI -Fuel Stock ExDenses Undistributed 

1. List the amount of lahar in Column (c) and expenses in Column (d) incurred with respect to fuel stock expenses during the year and 
indicate amount attributable to each associate company. 
2. In a separate footnote, describe in a narrative the fuel functions performed by the service company. 

I I I I 

-. 

Total 

FERC FORM NO. 60 (NEW 12-05) Page 107 



Case No. 2011-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of Respondent This Re ort Is: Resubmission Date Yeadperiod of Report 

Duke Energy Shared Services, Inc 
(Mo, Da, Yr) 
05/0 1/2007 Dec31, 2006 

(1) $An Original 
(2) n A  Resubmission 

Schedule VI1 - Stores Expense Undistributed 

1. List the amount  of labor in  Co lumn (c) a n d  expenses  in Co lumn (d) incurred with respect  to stores expense during the year and 
indicate amount  attributable to each associate company. 

Account Title of Acciunt Labor Expenses 
Line Number 
No (a) (b) 

10 
11 

12 
13 

- 25 

26 
27 
28 

30 
31 
32 
33 
- .- 

35 
36 
37 
38 

- 40 Total - I 

Total I 

------I 

FERC FORM NO. 60 (NEW 12-05) Page 108 



Name of Respondent 

Duke Energy Shared Services, Inc 

1. Prov ide detai l  of i tems in this account. I tems less than $10,000 m a y  be  grouped, showing the number  of i tems in each group. 

This Re ort Is: Resubmission Date Yeadperiod of Report 
(1) &An Original 
(2) n A  Resubmission 05/0 1/2007 Dec31, 2006 

(Mo. Da. Yr) 

i 

Line 
No. 

Account Title of Account 
Number 

(a) (b) 

.-I 
1 

2 

3 

Miscellan& Current and Accrued Assets 

Item List 
___ 174 

4 
5 
6 

-_ 

- 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

40 

- 

_-- 

FERC 

- +--- 

~ ~ ~ 

I 

- -I-- 

Total - 

FORM NO. 60 (NEW 12-05) Page 109 



Case NO. 2011-124 
AG-DR-01-037 ( i )  att:ichment 
P;tee 1 of 76 
I 

Name of Respondent This Re ort Is: Resubmission Date YearlPeriod of Repc 

Duke Energy Shared Services, Inc (2) n A  Resubmission 030 112007 Dec31, 2006 
(1) d A n  Original (Mo. Da, Yr) 

Schedule IX - Miscellaneous Deferred Debits 

1. Provide detail of items in this account. Items less than $10,000 may be grouped, showing the number of items in each group 

Account Title of Account 
Number 

(a) (b) 

186 Miscellaneous Deferred Debits 

Items List: 

Intangible Asset Associated with Nonqualified Pension Plans 
Intangible Asset Associated with Qualified Pension Plans 

- 
I Other Miscellaneous Deferred Debits 
Life Insurance/ Policy Loans 
Intangible Asset . Noncompete agreement 

Total 

Balance at Beginning of Yeai 
(C) 

18.622.47 

7,189,07 
3 

966.66 
2,008-33 

28,78638 

Balance at Close of Year 
( 4  

61.72: 
1,107,141 

875.001 

2,043,86: 

FERC FORM NO. 60 (NEW 12-05) Page 110 



Case No. 201 1-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of Respondent This Re ort Is: Resubmission Date Yeadperiod of Repor 

Duke Energy Shared Services, Inc. ( 1 )  $An Original 
(2) n A  Resubmission 

(Mo. Da, Yr) 
05/01/2007 Dec31, 2006 

Schedule X - Research, Development, or Demonstration Expenditures 

1. Describe each material research, development, or demonstration project that incurred costs by the service corporation during the 
year. 

36 
37 
38 
39 

40 

I 
I 

Total 

10 

1 1  

12 
13 

, I 

16 I 
17 I I I 

I I I 
18 I 

, I 

21 I 
22 
23 
24 

, 
26 
27 
28 
29 

I 

I I 

31 
32 
33 
34 

_” 

I 

FERC FORM NO. 60 (NEW 12-05) Page 111 



Case No. 2011-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of Respondent Resubmission Date 
Duke Energy Shared Services, lnc 

(Mo, Da, Yr) 
0 3 0  1/2007 '"i r-"l A Resubmission 

Yeadperiod of Repor 

Dec31, 2006 

Schedule XI - Proprietary Capital 

1" For miscellaneous paid-in capital (Account 21 1) and appropriate retained earnings (Account 215), classify amounts in each account, 
with a brief explanation, disclosing the general nature of transactions which give rise to the reported amounts. 
2. For the unappropriated retained earnings (Account 216), in a footnote, give particulars concerning net income or (loss) during the 
year, distinguishing between compensation for the use of capital owed or net loss remaining from servicing nonassociates per the 
General Instructions of the Uniform System of Accounts. For dividends paid during the year in cash or otherwise, provide rate 
percentages, amount of dividend, date declared and date paid. - -  

I I I 

FERC FORM NO. 60 (NEW 12-05) Page 201 



Case NO. 2011-124 
AG-DR-01-037 (i)  attsehmeat 
P;ige 1 of 76 

Name of Respondent 

Duke Energy Shared Services, Inc. .I 

(Mo, Da, Yr) 
This Report is: 
(1 ) X An Original 
(2) - A  Resubmission 05/0 112007 

ISchedule Page: 207 Line No.: 5 Column: d 
208 Donations Received from Stockholders ($669.224) 
21 1 Miscellaneous Paid-In-Capital 
21 9 Accumulated Other Comprehensive income (Loss) 

-I 
- I FERC FORM NO. 60 (NEW.12-05) Footnotes.1 



Case No. 2011-124 
AG-DR-01-037 (i) ;ttt;tchrncnt 
Page 1 of 76 

Name of Respondent This Re ort Is: Resubmission Date YearlPeriod of Repor 

Duke Energy Shared Services, Inc (2) n A  Resubmission 0510 112007 

1 I For the advances from associate companies (Account 223), describe in a footnote the advances on notes and advances on open 
accounts. Names of associate companies from which advances were received shall be shown under the class and series of obligation 
in Column (c). 
2. For the deductions in Column (h), please give an explanation in a footnote. 
3. For other long-term debt (Account 224), list the name of the creditor company or organization in Column (b). 

(Mo. Da. Yr) 
Dec31. 2006 

(1) d A n  Original 

Schedule XI1 - Long Term Debt 

We 01 Account Term ol Obligation Dale 01 lnteresl Amounl Authorized Balance at Beginning Addilions Deductions Balance at Close 01 
Class 8 Series 01 Malurily Rate of Year Year 

Obligalion 
(C) (0 (SI (h) 

(d) (4 (i) 

I 

:I..~ 
A S S ~  ale Compai es __ -- 

Associate Company 
._ 

14 224 Other Long-Term Debt 

15 List Creditor: 

16 

17 

18 

-. 

19 

20 

25 

26 + TOTAL 

FERC FORM NO. 60 (NEW 12-05) 

I I I I 
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l a m e  of Respondent This Re ort Is: Resubmission Date 

h k e  Energy Shared Services, Inc. (1) $An Original 
(2) n A  Resubmission 05/a1/2007 

(Mo, Da, Yr) 

1 I Describe in a footnote the balance of notes and accounts payable to each associate company (Accounts 233 and 234). 
2. In a footnote, give description and amount of miscellaneous current and accrued liabilities (Account 242). Items less than $10,000 
may be grouped, showing the number of items in each group 

Yeadperiod of Repoi 

Dec31, 2006 

\ccount 
ilurnber 

la) 

Title of Account 
(b) 

33 /Notes Payable lo Associates Companies 

34 IAccounts Pavable to Associate Companies 

42 IMiscellaneous Current and Accrued Liabilities 

3alance at Beginning 
of Year 

(C) 

-- 
1,074,858 

21,638,531 - 
22,713,389 

Balance at Close of 
Year 
( 4  

139,874.071 

FERC FORM NO. 60 (NEW 12-05) Page 203 



Case No. 201 1-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of Respondent This Report is: Resubmission Date 
(1) X An Original (Ma, Da, Yr) 

Duke Energy Shared Services, Inc. (2) __A  Resubmission 05/0 1/2007 

Year of Report 

2006 

[Schedule Page: 203 Line No.: I Column: d iIIIII3 

-1 

-7 

Duke Energy Indiana, Inc. $26,445,587 
Cinergy Corp. $51,442,096 
1-e: 203 Line No.: 2 Column: c 
Cinergy Wholesale Energy, Inc. 349,858 
Tri-State Improvement Company $725,000 

[Schedule Page: 203 Line No.: 2 Column: d 
Cinergy Wholesale Energy, Inc. $143,922 
Duke Energy Carolinas, LLC (8,128) 
Duke Energy Corporation 13,001,208 
/Schedule Page: 203 Line No.: 3 Column: c 
Reserve for Employee Retirement and Vacation Entitlement 
Reserve for Incurred But Not Reported MedicaVDental Costs 
Other Miscellaneous Current and Accrued Liabilities (1) 

___- 

I 

$1 7,586,622 
4,049,130 

2,779 

1) The beg- balance for Other Miscellaneous Current and Accrued Liabilities is made up of a grouping of five items. 
Schedule Page: 203 Line No.: 3 Column: d 1 
Reserve for Employee Retirement and Vacation Entitlement 
Reserve for Severance - Purchase Accounting 
Reserve for Incurred But Not Reported MedicaVDental Costs 
Other Miscellaneous Current and Accrued Liabilities (1) 

(1) The balance at the close of the year for Other Miscellaneous Current and Accrued Liabilities is made up of a grouping of two 
items. 

$29,256,137 
$15,722,353 

3,868,349 
2,547 

I FERC FORM NO. 60 (NEW 12-05) Footnotes.1 __ I 



Name of Respondent This Report is: Resubmission Date Year af Report 
(1 ) An Original (Ma, Da, Yr) 

Duke Energy Shared Services, Inc. (2) _ _ A  Resubmission 05/0 1/2007 2006 

Schedule XIV- Notes to Financial Statements -- 

Annual Report of Duke Energy Shared Services, Inc. 

For the Year Ended Dcccniber 3 I ,  2006 

Scliedule XIV - NOTES TO FINANCIAL STATEMENTS 

1 .  Summary of Significant Accounting Policies 

(8) Nature of Operations 

Cincrgy, a Delaware corporation organizcd in 1993, owns all outstanding common stock of its public utility companies, Duke Encrby Ohio, Inc (Duke Energy Ohio) (fonnerly The 
Cincinnati Gas & Ekctric Company) and Duke Energy Indiana, Inc (Duke Energy Indiana) (formerly PSI EncrLy, Inc ). as well as Cinergy Investments, Inc. (Invcstiiicnts) and Duke 
Enerby Shared Services (Serviccs). Investments, which is Cinerby’s non-reylatcd invcstnient holding company, is involvcd in cogcncralion and energy cffcicncy invcstnients and 
energy markcting. Scrviccs provides administralivc, management, and support services to Cinergy’s subsidiaries. 

On April 3,2006, in accordance with their previously announced incrgcr agrecment, Duke Inergy Corporation (Old l h k e  Energy) and Cincrby inerged into wholly owncd 
subsidiaries ofDu!ic Energy Holding C o p  (Duke Enerby IiC), resulting in Duke Energy I-IC becoming the pnrent entity In connection wilh the closing of the inergcr lransaclions, 
Duke Energy I K  changed its name to Duke Enerby Corporation (New Duke Enerby or Duke Encrgy) and Old Duke Energy convcrlcd into a limited liability company named Duke 
Power Company LLC (subsequently renamed Duke Energy Carolinas, L.LC). As a result of the merger transactions, each oulstanding sharc of Cincrby common stock was converted 
into 1.56 shares ofDukc Encrgy common stock which resultcd in the issuance of approximately 3 13 inillion shares ofDuke Enerby common stock 

__- 

(b) Use of Estimates 

To confonn to generally accepted accounting principles (GAAP) in the United Statcs, managcment makcs estimates and assumptions that afl‘ect tlic ainoiiiits repoilcd in the 
Consolidated Financial Stateinents and Notes Although tllcse estimates arc bascd on management’s best available knowlcdgc at the lime, actual rcsults could dilrer. 

(C) Regulation 

Services was subject to rcbalation by the Securities and Exchange Commission (SEC) under the Public Utility Holding Company Act of 1935 (PUHCA 1935), through February 8, 
2006. The PUIiCA 1935 was replaced with the Utility Holding Company Act of 2005 (PUl-ICA 2005), under the Federal Encrgy Regulatory Commission’s (FERC) jurisdiction. In 
2005, as approved by the SEC, Cinergy began using the FERC chart of accounts for rcporting purposes and is now under the FERC’s jurisdiction pursuant to PUHCA 2005 

(d) Service Company Property 

Services’ propcity includes computer soitware, property and equipment that is in use, being held for futtuc use, or under constniclion and is recorded at its original cost, which 
includes: 

0 materials; 
n contractor fees; 
0 salaries; 
0 payroll taxes; 
0 fringe benefits; and 
0 othcr iniscellaneous amounts 

Depr eciatiori arid Aniorlizaliori 

Provisions for depreciation are dctermined by using the straight-line melliod applied to the cost of dcpreciable plant in service. Thc efl‘cctive annual depreciation rate for 2006 was 
8.40% and for 2005 was 6.60% S o h a r e  is amortized over a five-year period at an annual rate of 20% 

(e )  

As a result of Duke Energy’s merger with Cincrgy, Cinergy entered into a tax sharing agreement with Duke Energy, where the separate return method is used to allocate benefits to 
the subsidiaries whose investments or results of operations provide these tax benefits. The accounting for income taxes essentially represents the income taxes that Cinergy would 
incur if Cinergy wcre a separate company filing its own tax return 

Management evaluates and records contingent tax liabilities and related interest based on the probability of ultimately sustaining the tax deductions or income positions 
Management assesses the probabilities ot succcssfully defending the tax deductions or income positions based upon statxitory, judicial or administrative authority. 

Federal and State Income Tares 

(0 Employee Benefit Obligations 

SFASNO 158, issued in October 2006 by the FASB, clianges tbc recognition and disclosure provisions and measurement date requiremcnts for an  employer’s accounting for defined 

I FERC FORM 60 (NEW 12-05) - 204.1 -’ -- 
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benefit pension and other postrctireincnt plans. The recognition and disclosure provisions rcquire an eniploycr to (1) recognize tlic hmded status of a bcncfil plan-measured as llic 
diKercnce bctwecn plan assets at fair value and the bcncfit obligation-in its statement of linancial position, (2) recognize as a component ofOC1, net of tax, the gains or losscs and 
prior service costs or credits that arise during the period but are not recognized as componcnts of net pcriodic benelit cost, and (3) disclose in tlic notes lo financial slalemcnls certain 
additional information SFAS No 158 does not change tlie amounts recognized in tlie income statcmcnl :is ncl pcriodic benefit cost Cincrby is requircd to initially recognize the 
funded status of its defincd bcncfit pension and other postretirement plans and to provide the required :idditional disclosures as of December 3 I ,  2006. Rctrospectivc application is 
not permitted Thc adoption of SFAS No 158 recognilion and disclosure provisions resultcd i n  an incrcase in total assets of approximately $24 million (consisting oran incrcasc in 
dcfcrrcd tax assets of $24 million), an increase in total liabilities orapproximately $62 million and a decrease in accumulated other comprchcnsivc income, net oltax, of 
approximately$38 million as of December 31, 2006 Thc adoption of SFAS No 158 did not have any material impact on Cincrgy’s consolidated results ofoperations or cash flows 

Under the measurement date rcquircinents of SFAS No 158, an employer is rcquircd to mcasurc defincd bcncfit plan asscts and obligations as of the datc of tlie employer’s fiscal 
year-end statement or financial position (with limited exceptions) I-Iistorically, Cinerby lias measured its plan assets and obligations up to three months prior lo the fiscal year-end, 
as :illowed undcr the autliorilalivc accounting literalure The measureinent date requirement is effective for thc year cnding Dcccmbcr 3 I, 2008, and carly application is encouraged. 
Cincrgy intends to adopt rhc change in mcasureincnl dale cffeclivc .January I ,  2007 by remcasuring plan asscls and bcricfil obligations as of Ilia1 dale, pursiianl lo lhc lransilion 
rcquircments of SFAS No. 158. Net pcriodic bcncfit cost for the three-monlh period between September 30, 2006 and December 3 1. 2006 will bc rccognized, net of lax, as a 
separate adjustment of retained earnings as of January 1,2007. Additionally, changes in plan assets and plan obligations between Scptember 30,2006 and Dcccinbcr 3 1,2006 not 
rclalcd lo net pcriodic benefit cost will be recognized, net of tax, as an adjustment to OCI. For additional information on employee bcncfit obligations, see Note 6. 

(8) Income and Expenses 

Scrviccs providcs to the afiliated companics a variety ofcentralized adminislralivc, management, and support serviccs in accordance with agecmenls approved by the FERC under 
the PUI-ICA 2005 Thc COSIS oftlicse scrviccs are chargcd on a direct basis or, Tor general costs which cannot be directly attribulcd, bascd on predctcrmincd allocation factors 
dclined in the service agecmenls between Services and the client companies (See Mclhods of Allocation ) 

(h) Predecessor and Successor Reporting 

Duc to tlic impact ofpushdown accounting, cerlain prcscntalions separate Cinergy’s prcscntatioiis into two distinct pcriods, the pcriod beforc the consummation of tlic mcrger 
(labeled “Predeccssor”) and the pcriod after that date (labclcd “Successor”), lo indicate the applicalion ofdiffcrent bases of accounting belwccn llie periods prescnted 

2. Duke Energy/Cinergy Merger 

On April 3,2006, thc previously announced merger between Duke EncrbTy and Cinergy was consummated For accounting purposes, the effcclivc datc of Ihe merger was April 1 ,  
2006. Tlic merger combincs the Duke Energy and Cinergy regulalcd francliiscs as well as deregulated generation in the Midwestern Unitcd SI:itcs (Midwest). In conncclion with tho 
merger, Duke Energy issued 1.56 sharcs of Dukc Energy common stock for each outstanding share of Cincrgy common stock, which resulted in thc issudncc of approxini:itcly 3 13 
inillion shares of Duke Encrby common stock Based on the market price of Duke Encrby common stock during the pcriod, including the two trading days before, Ilirough the two 
trading days after, May 9, 2005, the datc Duke Energy and Cinergy announced thc merger, the transaction is valued at approximalcly $9 1 billion and lias resultcd in  goodwill 
recorded at Cinergy of approximalcly $4 5 billion 

The amount of goodwill rcsults from significant strategic and financial benefits expected to bc realized by Cinergy including: 

0 
0 
0 
n 

increascd financial strcngth and flexibilily; 
stronger utility busincss platform; 
grcater scale and fucl divcnity, as well as improved operational eficicncics for the mcrcliant generation business; 
broadcned electric distribution platform; 
improved reliability and customer service through tlic sharing 01 bcst practices; 
increased scale and scope of tlie electric and gas businesses with stand-alone strength; 
coniplcmentary positions in the Midwest; 
greatcr customer diversity, 
combined expertise; and 
significant cost savings synergics. 

3 .  Common Stock 

Services is authorized to issuc 100 shares ofCommon Stock at a par value of live cents ( $ . O S )  per share and had 70 sliares outstanding at Dccenibcr 31,2006, and Dccembcr 31, 
2005. Cincrgy holds all of Services’ outstanding common stock. 

4. 

Cinergy participates with Duke Energy and othcr Duke Energy subsidiaries in a money pool arrangement lo bcttcr manage cash and working capital rcquiremenls Under this 
arrangement, those companies with short-term funds may provide short-fcrm loans to affiliaks participating undcr this arrangement Prior to the merger, Cinergy participated in a 
similar money pool arrangcinent with Cinergy and other Cincrgy subsidiaries As of December 31,2006 and December 31,2005, all short-term loans outstanding under this 
arrangement were among Cinergy and its consolidated subsidiaries. 

5. Leases 

Services has entered into operating lease agreements for various facilities and properties, such as compulcr, communication and transportation cquipmcnt, and ofice space. Total 
rental payments on operating leases for each olthe past two years are detailed below. The following is also a summary of future minimum lease payments undcr operating leases, 
which at inception had a noncancelable term of more than one year, as of December 3 1, 2006, for Services: 

Notes Receivable from Associate Companies 

Lease Expense Estimated Minimum Payments 
There- 



Name of Respondent 

Duke Energy Shared Services, Inc. 

2005 2006 2007 2008 2009 2010 2011 aficr Total 
( i l l  1rJilliollS) 

Services $ 39 $ 47 $ 1 7  $ 1 3  $ 6  $ 4  $ 4  $ 1 4  $ 5 8  

.- 
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6. Employee Benefil Obligations 

Cinergy Iktirement Plans. Cinerby maintains qualificd and non-qualified dcfincd benefit pension plans as well as othcr post-rctircnicnt bencfit plans. Upon consummation orthe 
merger with Dukc Energ, Cincrby's bcncfit plan obligations were remeasured Cincrgy updated thc assumptions used to determine thcir accrucd bcncfit obligslions end prospcclivc 
net pcriodic bencfit/l~ost-rctiremcnt costs. As a rcsull, the discount ralc used lo dctcnninc nct pcriodic bcncfit cost changed from 5 50% 10 6 00% in 2006. 

Cinerm adopted the disclosurc and rccoenition provisions of SFAS No. 158. cKective December 3 I ,  2006 Thc followine table describcs the total incremental cffcct of the adoption 
of SFXS No: 158 on individual line itern; in thc'Deccmbcr 31,2006 Consolidated Balance Shcet, including AOCI 

- 

Accrued pcnsion and olhcr poslretircmcnt bcncfit costs b 
Regulatory Assets 
Dcferrcd income tax assets 
Accumulated othcr comprehensive loss, nct of tax 

Total Recognized 

Before 
Application of 
SFAS No. 158 

Artcr 
Application of 

Adjnslment SFAS No. 158 

(in millions) 
% (112) 9; ( 1,273) 

45 45 
25 25 
42 42 

$ - $ (1,161) 

(a) 

(b) 

Qualified Pension Plans 

Cinergy's qualified defined benefit pension plans cover substantially a11 United States cniployccs meeting certain minimum age and service requirements During 2002, cligiblc 
Cincrgy employees wcrc offcrcd the opportunity to make a one-time election, cffcctivc .January 1,  2003, to either continue to have their pcnsion benefit dclcrmincd by the traditional 
defined benefit pension formula or to havc their benefit detcrmincd using a cash balancc forniula A similar election was provided to certain union cmployccs at a later time 

Cincrby's traditional qualified defined bcncfit pension plans use a final average eaniings formula. Under a final avcnge earnings formula, a plan participant accuinulales a 
retirement benefit equal to a percentage of their highest 3-year average carnings, plus a pcrccntage ofthe thcir highest 3-year avcrage earnings in excess ofcovcrcd compensation per 
year of participation (maximum of 35 years), plus a pcrccntagc of their highest 3-year avcrage earnings times years of participation in excess OI 35 years. Bencfils arc accrued undcr 
the cash balancc formula bascd upon a pcrccntagc ofpcnsion cligible earnings plus intcrest In addition, participants with the cash balancc forniula may request a lump-sum cash 
payment upon termination of their cmployment, which may result in increased cash requirements from pension plan assets. AI the cKcctive time of ll~c cleclion, bcncfits ceased 
accruing undcr tlie traditional defined bcncfit pcnsion formula for employees who elected the cash balance formula There was no change to retircmcnt bcnclits camcd prior to the 
cKective time of the election. The pension bcnefits of all non-union and certain union employces liircd after December 3 1,2002 arc calculated using the cash balancc formula. The 
pension plans' assets consist of investments in equity and debt securities. 

Actuarial gains and losses are amortized over the average remaining scrvicc period orthe active employees. The avcrage remaining service period ofthc active employees covcred 
by the rctircrnent plan is 12 years. Cincrgy detcrmincs thc market-related value of plan assets using a calciilatcd valuc that rccognizcs changcs in fair value of the plan assets over 
fivc years. Cinergy uses a September 30 mca~~rcmcnt  date for its defined bcncfit rctirement plans 

Cincrgy contributed approximately $124 million and $102 million for the nine months cndcd December 3 I ,  2006 and the year ended Dccembcr 31,2005, rcspcclively No amounts 
were contributed for the three months ended March 31,2006. 

Componenls of Net Periodic Pension Costs for Qualified Pension Plans 

Includes approximately $15 million in accnicd pension and other post-retirement liabilities and $4 million in accumulated othcr comprchcnsive income associated with 
post-employment bcnefits 
Includes approximately $55 million that is reflected in Othcr within Current L.inbilitics in the Consolidated Balance Sheets at Dcccmber 31, 2006 

Snccessor(1) 

Nine Months 
Ended 

December 31, 
2006 

Service cost bcncfit earncd during the year $ .37 

Expected return on plan assets (7.3) 
Amortization of prior scrvice cost 

Interest cost on projccted bencfit obligation 82 

2 
Amortization of loss 6 

Predecessodl) I 
Three Monllis 

Ended 
March 31, 

2006 
(in millions) 

s I 1  
25 

(23) 
1 
4 

Twelve Months 
Ended 

December 31, 
2005 
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-- 
Year of Report 

2006 .- 

NCI Pcriodic Pension costs(2) s 54 I $ 18 s 59 

( 1 )  
(2) 

See Note l(h) for additional information on Predecessor and Succcssor reporting. 
Includes immaterial ainoiints reflected in (Loss) Income From Discontinued Operations, nct of tax, in the Consolidated Slatcincnls of Opcrations and excludes approximalcly 
$10 million of regulatory asset ainorti7~tionresulting from purchasc nccounting 

Successot(~) 

Nine Mnnlhs 
Ended 

December 31, 
2006 

Net Periodic Pension Costs fnr Cinergy and Services for Qualified Pension Plans were as follows: 

Predccessor(l) 

Three Months Twelve Months 
Ended Ended 

March 31, Deceniher 31, 
2006 2005 

Successor (1) 
2006 

(in 
$ (674) 

- 
- -- 

$ (674) 

Cinerby (2) 
Services 

Predecessor (1) 
2005 

millions) 
9; (366) 

24 
I62 

$ (180) 

I___- 

6 
59 
25 

(1)  See Note l(h) for additional information on Predccessor and Successor repotling 

(2) Includes amounts related to Services. 

Reconciliation of Funded Slalus lo Net Amount Recognized: Qualified Pension Plans-as of December 31, 

~iiccessor (1) 
2006 

Change in Projected Benefit Obligation 
Obligation dt prior mcasurement &le 
service cost 
Interest cost 
Actuanal losses / (gains) 
Benefits paid 
Amendments 
Curtailments 

Obligation dt rncasurcmenl date 

Climge in Fair Valiie of Plan Assets 
Plan asscts ~t prior measurement dde 
Actual return on plan assets 
Bcnefits paid 
Employer contnbutions 

Plan assets at measurement dale 

Funded status 
Unrecogmzed net expenence loss 
Unrecognized pnor scrv~ce cost 

Net amount recognized 

(1) 

The accumulatcd benefit obligation W ~ S  $1,688 million at Scptcmbcr 30, 2006 and $1.535 million at Scptcmbcr 30, 2005 

Qualified Pension Plans-Amounts Recogniied in (he Consolidated Balance Sheets Comist ol:-as of December 31, 

See Note l(h) for additional informdtion on Prcdecessor and Successor reporting 

Accrued pension liability 
Intangible asset 
Accumulated other comprehensive income 

Net amount recognized 

(1) See Note I(h) for additional information on Predecessor and Successor reporting 

(it 

$ 1,751 

107 
137 

3 
13 

IF 1,976 

48 

(83) 

Predecessor (') 
2005 

$ (674) 

iillioiis) 

$ 1,578 
38 
96 

I21 
(81) 
(1)  

$ 1,751 

s 1,021 
I27 

102 

1.169 - 

(81) 
___. 

(582) 
378 

24 

$ (180) 

_____ 
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As a result o[ the adoption of SFAS No 158, certain previously unrccognmd amounts were recogniLed i n  the amounts noted above with an offset to Accumulated Other 
Comprehensive Income and Deferred Income Taxes as or Deceiiibcr 3 I ,  2006 The table below details the compoi~ents of thcae balance7 

Year af Report 

2006 

Qualified Pension Plans-Amounts Recognized in Accumulated Other Comprehensive Lms :in11 Regulatory Assets Consist ok 

$ 1,976 
1,6XX 
1,302 

Successor (1) 
AS or 

December 31,2006 

(in millions) 
Regulatory Assets $ 32 
Acciimulatcd Other Comprehensive Income 

Deferred income tax asset $ (22) 
I’nor service cost * 

60 Net actuarial loss - 
Net amount recognized-Accumulaled other comprehensive loss $ 40 

( I )  

An immaterial amount in AOCl will be recognized in net periodic pension costs in 2007. 

Additional Information: 

Qualified Pension Plans-Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets: 

See Note I(h) for additionnl information on Predecessor and Successor reporting 

.$ 1,751 
1,535 
1,169 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value orplan assets 
(1) See Note I(h) for additional information on Predecessor and Successor reporting 

Assumptions Used for Cinergy’s Pension Benefits Accounting 

Benefit Obligations 
Discount rate 
Salary increase 
Net Periodic Benefit Cost 
Discount rate” 
Salary increase 
Expected long-term rate of return on plan asscts 
See Note 1(li) for additional information on Predecessor and Successor reporting (1) 

~uccessor (1) Predecessor (1) 
2006 1 2005 

(percentages) 

5.75 5 75 
5.00 I 4 0 0  

5.50-6.00 
5.00 1 
8.50 

5 15 
4 no 
8 50 

(a) Discount rate for Successor \vas 6.00% for the nine months ended December 31,2006. Discount rate for Predecessor was 5.50%, 5 75% and 6 25% for the three months 
ended March 31,2006 and the years ended December 31,2005 and 2004, respectively (see Note I(h) for additional information on Predecessor and Successor 
reporting). 

Qualified Pension Plan Assets: 

Asset Category 

U.S equity securities 
Non-U S equity securities 
Debt securities 
Real Estate 
Cash 

Total 

Target Percentage of Plan Assets at  

Successor (1) Predecessor (I)  
2006 I 2005 

Allocation September 30 

46% 46% 
18 19 
32 .32 
4 3 

100% 100% 

62% 

37 

1 

100% 

11 _- 
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0510 1/2007 

Cinergy assets are inainlaincd by a Master Trust. The investtncnt objective of the master tn~st is to achieve reasonable returns on tnist assets, subject lo a pnidcnt levcl of portfolio 
risk, for the pulpose ofcnhancing the security ofbencfits for plan participants. Thc asset allocation targets were sct aller considcring the invcstincnt objectivc and the risk profile 
with respect to the trust U S  equities are held for their high expcctcd return. Non-U3 cquities, debt securities, and real estate arc licld for diversification. Investments within asset 
classes arc to be diversified to achicvc broad inarkel participation and reduce tlic impact of individtial inanagcrs or investments Cincrgy rcgularly rcviews its actual z~ssct allocation 
and periodically rcbalances its investinents to the targeted allocation wlicn considered appropriate 

The long-term rate of return of 8.5% as of September 30,2006 was developed using a wcightcd-average calculation of expcctcd returns bascd primarily on future expected rctums 
across classes considering the use of active asset managers. The weighted-average retiinis cxpcctcd by asset classes were 4 2% for U S equities, 1 8% for Non-U.S equities, 2 2% 
for fixed income securities, and 0 3% for real estate 

The following bcncfit paymcnts, which reflect cxpected future service, as appropriate, as cxpccted to bc paid over the next five years and thcrcafier: 

Qualified Pension Plans-Expected Benefit Payments 

Successor (1) 
(in millions) 

Duke Energy Shared Services, Inc. 

Years Ended Dcccmber 31, 
2007 
2008 
2009 
2010 
201 1 

2012 - 2016 
(1) 

Non-Qualified Pension Plans 

See Nolc I(1i) for additional ~nformalion on Predecessor and Successor reporting 

-- (2) - A Resubmission , 

li; 8.3 
84 
n7 
90 
9 s  

588 

Nine Months 
Ended 

December 3 1 ,  
2006 

In addition, Cincrgyalso maintains non-qualificd, non-contributory defined benefit rctireinent plans (plans that do not meet thc criteria for certain tax bencfits) that cover ofliccrs, 
certain other key cmployees, and non-employec dircctors. There are no plan assets 

Three Months Twelve Months 
Ended Ended 

M:irch 31,  December 31, 
2006 2005 

Components of Net Periodic Pension Costs lor Non-Qualified Pension Plans 

Successor( f ) 

Nine Months 
Ended 

Dccembcr .31, 
2006 

Service cost benefit earned during the year 
Interest cost on projected benefit obligation 
Amortization of prior service cost 
Amortimtion of loss 

Predecessor(l) 

Three Months Twelve Months 
Ended Ended 

March 3 1 ,  Dccembcr 31, 
2006 2005 

li; 

I 2 

Net Periodic Pension COS~S(~)  li; 15 I 9; 5 $ 17 
(1) 
(2) 

Sce Note 1 (h) for additional information on Predecessor and Successor reporting 
Includes immaterial amounts rcflccted in (Loss) lncomc From Discontinued Opcrations, net of tax, in the Consolidated St:ilemcnls of Opcrations 

Net Periodic Pension Costs for Cinergy and Services for Non-Qualified Pension Plans were :is lollows: 

Cinergy (2) 
S c rv i c e s 

.% 

(1) See Note l(h) for additional information on Predecessor and Successor reporting. 

(in millions) 
5 9; 
5 

17 
16 

______1 
-- (2) I FERC FORM 60 (NEW 12-05) 
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Reconciliation of Funded Status to Net Amount Recognized: Nun-Qualified Pension P l a n s a s  of December 31, 

I I -  

Successor (1) Prcdccessor (1) 
2006 I 2005 

(in millions) 

05/01/2007 

Change in Projected Benefit Obligation 
Obligation at prior mcasurcincnt date S 147 
Scrvicc cost 3 
Intcrcst cost I 
Actuarial losses / (gains) 34 
Benefits paid (75) 

Obligation at mcasiueincnt date $ 114 
Amcndments (q. - 

Change in Fair Value of Plan Assets 
Plan asscts at prior mcasurcment date 
Benefits paid 
Employer contributions 

Plan assets at mcasurcmcnt datc 
$ -  

Funded status 
Unrecognized net experience loss 
Unrecognized prior scrvicc cost 
Contributions bchvcen mcasurcmcnt datc and ycar cnd 

Net amount recognized 

(1)  

The accumulated benefit obligation was $109 million at September 30, 2006 and $ 1  32 million at Septcmbcr 30, 2005. 

Non-Qualified Pension P l a n s A m o u n t s  Recognized in the Consolidated Balance Shecls Consist ok-as 01 December 31, 

See Note I ( h )  for additional information on Predecessor and Successor reporting 

Successor (1 )  
2006 

Accrued pcnsion liability (a) 
Intangible asset 
Accumulalcd other comprchcnsive iiicome 

Nct amount recognized 

( I )  See Note I(h) for additional information on Prcdeccssor and Successor rcporiing. 

(95) 

S 147 

S (147) 
56 
19 
2 ~- 

1701 

Predecessor (1 )  
2005 

I millions) 
S (130) 

19 
41 -. 

$ (70) 

(a) Includes approximately $28 million rccognizcd in Other within Current Liabilities on the Consolidutcd Balance Sheets as oC Dcceniber 3 1, 2006 

As a result of the adoption of SFAS No 158, certain prcviously unrccognizcd amounts were rccognizcd in the amounts noted abovc with an offset lo Accumulated Olhcr 
Comprchcnsive hcome and Deferred Income Taxes as of December 31, 2006 The table bclow details the componcnts ortlicsc balances 

Non-Qualified Pension P l a n s A m o u n t s  Recognized in Accumulated Other Comprehensive Loss and Regulatory Assets Consist ok 

Regulatory Assets 
Accumulated Other Comprehensive Incomc 

Dcferrcd income tax asset 
Prior service credit 
Net actuarial gain 

Net amount recognized-Accumulated other comprehensive loss 

Successor (1) 
As of 

December 31,2006 

(in millions) 
$ 4 

$ I 
(1 )  u 

.$ (1) 

( 1 )  See Note I(h) for additional information on Predecessor and Successor reporting 

-- .__ --- 
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5.75 
5.00 

5.50-6.00 
5.00 

\ r -  Duke Energy Shared Services, Inc. (2) - A  Resibmission 05/0 1/2007 

Sched;rdlY- Notes to Financial Statements 

5 75 
4 00 

5 75 
4 00 

An immaterial amount in AOCI will be recognized in net periodic pension costs in 2007 

Additional Information: 

Non-Qualified Pension Plans-Information lor Plans with Accuniulated Benefit Obligation in Excess 01 Plan Assets: 

Successor(]) 

Nine Months 
Ended 

December 3 1 ,  
2006 

Projected benefit obligation 
Accumulated bcnefit obligation 
Fair value of plan assets 
( 1 )  See Note l(h) for additional information on Predecessor and Successor reporting 

Predecessodl) 

Three Months Twelve Months 
Ended Ended 

2006 2005 
December 31, March 31, 

Successor ( I )  Predecessor (1 )  
2006 1 2005 

(in millions) 
S 114 $ 147 

109 I 132 
- __ 

~ ~ Q ~ ~ i f i e d ~ a n s - A s s u m p t i o n s  Used lor Cinergy's l'ension Uenetits Accounting 

Successor (1) Predecessor (1) 
2006 I 2005 

(percentages) 
Benefit Obligations 
Discount rate 
Salary increase 
Net Periodic Benefit Cost 
Discount ratea 
Salary increase 

( I )  See Note l(h) for additional information on Predecessor and Successor reporting 

(a) Discount rate for Successor was 6 00% for the nine months ended December 31, 2006 Discount rate for Predecessor was 5.50%, 5 75% and 6 25% for the three months ended 
March 3 1,2006 and the years ended Dcccmber 31,2005 and 2004, respectively (see Note l(h) for additional information on Predecessor and Successor reporting). 

The following benefit payments, which reflect expected future service, as appropriate, as expected to be paid over thc next live years and thereafier: 

Non-Qualified Pension Plans-ISspected Benefit Payments 

Successor (1) 
(in millions) 

Years Ended December 3 I ,  
2007 
2008 
2009 
2010 
201 1 

2012 -2016 

(1) See Note l(h) for additional information on Predecessor and Succcssor reporling 

s 28 
7 

12 
7 
6 

29 

Other Post-Retirement Benefit Plans 

Cinergy provides ceriain health care and life insurance benefits to retired United Stales employees and their eligible dependents on a contributory and non-contributory basis. These 
benefits are subject to minimum age and service requirements The health care benefits include medical coverage, dental coverage, and prescription drug coverage and are subject to 
certain limitations, such as deductibles and co-payments. These benefit costs are accrued over an employee's active service period to the date of full benefits eligibility. The net 
unrccognized transition obligation is amortized over approximately 20 years Actuarial gains and losscs are amortized over the average remaining service period of the active 
employees The average remaining service period of the active crnployees covered by the plan is 13 years. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

Service cost benefit earned during the year 
Interest cost on projected benefit obligation 
Amorlivtion of prior service cost 

-=(NEW 12-05) 204.8 I 
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Nine Monlhs 
Ended 

December 31, 
2006 

Amortization of loss 
Amortization of tnnsition obligation 

Three Monlhs Twelve Months 
Ended Ended 

March 31, December 3 1, 
2006 200s 

3 7 1 1  

I 

Net Periodic Pension Costs(.3) $ 28 I 9; 10 $ 40 
I )  

(2) 
( 3 )  

See Note l(1i) for additional information on Predecessor and Succcssor reporting. 
All previously unrecognized amounts were eliminated with thc application ofpurcliase accounting. 
Includes immaterial amounts rcflecled in (Loss) Income From Discontinued Operations, net of lax, in  the Consolidated Statements or Operations and excludes approximately 
$5 million ofreg~latoly asset amortization resulting from purchase accounting. 

Net Periodic Other Posl-Retirement Benefit Costs for Cinergy and Services were as follows: 

Cinergy (2) 
Serviccs 

$ 

(1) 

(2) 

See Nole I ( h )  for additional information on Predecessor and Succcssor reporting 

Includes amounts related to Services 

deconciliution of Funded Status to Accrned Other Post-Reliremenl Benefit Costs 

Change in Projected Benefit Obligatinn 
Obligation at prior measurement date 
Service cost 
Intcrcst cost 
Achrarial losses / (gains) 
Participant contributions 
Benefits paid 
Amendments 

Obligation at measurement date 

Change in Fair Value of Plan Assets 
Plan assets at prior measurcmcnt date 
Benefits paid 
Employcr contributions 
Plan participants’ contributions 

Plan assets at measurement date 

Funded status 
Unrecopized net expcriencc loss 
Unrecognized prior service cost 
Unrecognized net transition obligation 
Contributions behveen measurement date and year end 

Net amount recognized 

(1)  See Nofe l(h) for additional information on Prcdeccssor and Successor reporting 

(in millinns) 
10 % 
2 

‘her Post-Retirement Benefit Plans-Amounts Recognized in the Consolidated Balance Shecls Consist of:-% of December 31, 

40 
I 1  

Successor (1) Pretlecessor (1) 
2006 1 200s 

(in millions) 

$ 414 
7 

26 
73 
11 

(34) 

$ 497 

$ -  

19 
(19) 

% -  

$ (414) 
175 
(2) 
2 
6 ~- 

S (233) 

Successor (1) I Predecessor (1) 

I FERC FORM 60 (NEW 12-05) 204.9 -1 I__ 



-- JNameofRespondent  This Report is: Resubmission Date 
1 ) X An Oriainal (Mo, Da, Yr) 

' 05/01/2007 ' I 2006 
I I -  

Duke Energy Shared Services, Inc. l(2) _.A Resibmission 
Schedule XIV- Notes to Financial Statements - 

Year of Report 

2006 I 2005 

$ (489) Accrucd pension liability (a) % (233) 

Benefit Obligations 
Discount rate 5.75 
Salary increase NIA 
Net Periodic Benefit Cost 
Discount rat@ 5.50-6.00 
Salary increase NIA 
Expected long-term ralc of return on plan assets NIA 

Net amount rccognized $ (489) I $ (233) 

(1) 

(a) 

As a rcsult of the adoption of SFAS No. 158, certain previously unrccognizcd amounts were rccognized in  the ainounls notcd above willi an offscl lo Accumulalcd Other 
Comprehensive Income and Defecned Income Taxes as of December 3 I ,  2006. The table below dclails the componcnts of thcse balances. 

See Notc 1(h) for additional information on Predecessor and Succcssor reporting. 

Includes approxiinatcly $27 million recobmized in Othcr within Current Liabilities on the Consolidated Balancc Shccts as of Dccemhcr 31, 2006. 

5.50 
NIA 

5.50 
NIA 
NIA 

Other Post-Retirement Benefit Plans-Amounls Recognized in Accumulated Other Compreliensive LOSS ;indltF@laloryASSL1ISi_0ll~i~tUf. 

Regulatory Assets 
Accumulalcd Other Comprchcnsivc Income 

Dcfcrrcd income lax asset 

Net actuarial loss 

Net amount recognized-Accumulated other comprehensive loss 

(1) 

An immaterial amount in AOCI will he rccognized in net periodic pension costs in 2007 

See Notc l(1i) for additional information on Predcccssor and Succcssor rcporting 

Successor (1) 
As of 

December 31,2006 

(in millions) 
$ 9 

$ (4) 

Assumptions Used in Cinergy's Other Postretirement Benefits Accounting 

Successor (1) 
2006 - 

Health care cost trend rate assumed 

Rate to which the cost trend is 
for next year 8.50% 

assumed to decline (the ultimate 
trend rate) 4.15% 

Year thal thc rate reaches the ultimatc 
trcnd rate 201.3 

See Note I(h) for additional information on Prcdeccssor and Successor rcporting. (1)  

rrend Rate 

Predecessor (1) 
- 2005 

7.00% 

5 00% 

2008 

Prescription 
Drug Trend 

Rate 
Successor (1) 
- 2006 

- 

1.3"00% 

4.15% 

2022 

(a) Health care cost trend rates for 2006 include prescription drug trend rates due to the effect of the Modernization Act 



.- 
Name of Respondent This Report is: 

(1) & An Original 
Duke Energy Shared Services, Inc. (2) - A Resubmission 

Sensitivity to Changes in Assumed Health Care Cost Trend Rates (millions) 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

0510 i/2007 2006 

Effect on total service and inlcrcst costs 
Effect on post-retirement benefit obligation 

( I )  See Note l (h)  for additional information on Predccessor and Successor reporting 

Successor (1) 
1-Percentage- 1-Percentage- 
Point Increase Point Decrease 

5 4 $  (3) 
49 (42) 

Cinergy expects to make the future bcncfit payments, which reflect expected future service, as appropriate Cinerg expects to receive future subsidies under Medicare Part D. The 
following bcncfit payments and subsidies are expected lo be paid (or received) over e:icIi of the next five years and thcrcaflcr 

Otlier Post-Retirement Plan-Expected Benefit Payments and Subsidies (in millions) 

Successor (1) 

Expected Benefit Payments 

(in millions) 
2007 9; 28 
2008 30 
2009 31 
2010 3.3 
201 1 3 5 

2012 - 2016 197 
(1) See Note l(h) for addilional information on Prcdccessor and Successor reporting 

7. Income Tares 

Services’ net dcfcrrcd income tax asset at Dccembcr 31, 2006, and 2005, is as follows: 

Deferred Income Tax Liability 

Deferred Income Tax Asset 
Accrued pension and other benefit costs 
Other 
Total deferred income tax assets 

Expected 
Siibsidies 

$ 1  
1 
2 
2 
2 
8 

2006 - 2005 

$ 221,942 $ 316,828 

- 

137.965.905 62.868.426 
32,919,607 872,812 
170,88S,S12 63,741,238 

Net Deferred Income Tax Asset 9; 170,663,570 IF ,_ 63,424,410 

Services will participate in the filing of a consolidated federal income tax return with Duke Energy for the year endcd Dccember 31, 2006. The current tax liability is allocated 
among the members of the Duke consolidated group pursuant to a tax sharing agreement 

A summary of feder.ll and stale income taxes charged (credited) to income and the allocation of such amounts is as follows: 

Current Income Taxes 
Fcderal 
State 
Rev - Reclass Income Taxes 

Total current income taxes 

2006 - 2005 - 

% (20,870,988) $ (1 2,770,895) 
(3,701,899) (2,295,042) 
679,049 
(23,893,838) (15,065,937) 

Deferred Income Taxes 
Federal 

Pension and other benefil costs 25,674,475 14,852,831 
Other (2,860,774) 5,418,195 

Pension and other bcnefit costs 3,589,814 8,834,813 
State 

Other (399,995) (5.41 9,291) -- I FERC FORM 60 (NEW 12-05) 204.1 1 I 



This Report is: 
(1 ) X An Original 
(2) -A  Resubrnission 

701~1 deferred income taxes 

Resubrnission Date Year of Report 
(Ma, Da, Yr) 

05/0 112007 2006 

26,003,520 23,686,548 

Total Income Taxes $ 2,109,682 $ 8,620,611 

8. Scversnce 

During the period from tlie eKective date of tlie merger with Duke Energy through December 31, 2006, Services accnied approximately $49 million related to voluntary and 
involuntary severaiice :is a result of the merger with Duke Energy (see Note 2) of which approximately $33 inillion was paid out as of December 3 1, 2006. Additionally, Services 
recorded approximately $48 million as a charge to income orwhich $43 million was allocated to the client companies as goodwill, and approximately $1 million was deferred as a 
regulatory asset. Substantially all expected severance costs will be applied to the reserves within one year 

hkrger-Relrrted Obligotiorrr. Several of Cinergy’s benefit plans contain “change-in-control” clauses that provide enhanced, andor accelerated benefits to inanagemcnt level 
employees in the event ofa  qualifying transaction such as occurred with the consuinniation of the merger with Duke Energy as discussed in Note 2 These include benefits paid 
pursuant to tlie Long-term Incentive Plan (LTIP) and certain payments under Cinergy’s Annual Incentive Plan. Certain employees are also entitled to additional severance and 
benefits in tlie event they are involuntarily terininaicavliout “cause” or vo1iinlarily terminate tor “ g o o d X i E i ’ ( a s h  lenns are d E ~ d 3 i t h c l r e l r r f j l ~ m ~ m n i t n T s p n  
connection with or following the merger. 

9. Comprehensive Income 

Coniprehensive income includes d l  changes in equity during a period except those resulting from investments by and distributions to shareholders The major components include 
net income, minimum pension liability adjustments and unrealized gains and losses on investment tmsts 

Services records a minimum pension liability adjustment associaled with our defined benefit pension plans when the cinhnded accumulated benefit obligation is in excess of our 
accnied pension liabilities and tlie unrecognized prior service costs recorded as an intangible asset. The cor~esponding oKxt is recorded on the Balance Sheets i n  ilccrrnrrrlated 
PI ovirioris/i)r Peri~ioii.s arid Berrejjts and Other Dcfir I ed Q-eclit.s (Perrsioris arid Beriefits). 

Services records unrealized gains and losses on equity investments in trusts we have established for our benefit plans 

For fiirther details ofthe pension plans’ assels and obligations see Note 6. 

~- 
[ FERC FORM 60 (NEW 12-05) 204.12 I 



- 
Name of Respondent 

Duke Energy Shared Services, Inc. -. 

The clcnicnts of Coiiipreheiime i i i m i i e  and their related tax effects for the years ended 2006 and 2005 arc as follows. 

This Report is: Resubmission Date Year of Report 
(1 ) X An Original (Mo, Da, Yr) 
(2) _ _ A  Resubmission 05/Q 1/2007 

Comprehensive Income 

2006 ,_ 2005 
Tax Tax 

Amount Benefit Amount Amount Bcncfit Aniount 
Beforetax (Expense) Net-uf-Tax Before-tax (Expense) Net-ofTax 

Services 

Net income $ ~ $ -  s -  $ -  $ -  $ 

Othcr 

income (loss): 
Minimum 
pension liability 
adjustment 2x.21 1,712 (9,2ox,z4s) I 9,0n3,464 (25,292,201) 7,127,437 (1 8,164,764) 
Unrealized 
gain (loss) on 
invcstment 
tNS1S 656,034 (254,475) 401,559 84,375 (33,669) 50,706 
Total other 
comprehcnsive 
income (loss) 28,867,746 (9,462,723) 19,405,023 (25,207,826) 7,093,768 (lS,l14,058) 

Total 

€ Q D l e V €  

comprehensive 
incomc (loss) $ 28,867,746 $ (9,462,723) S 19,405,023 $ (25,207,826) $ 7,093,768 $ (18,114,058) 

The aflcr-tax components of Accuiriirlafed olhci- coiiip eh~inive iiicoiiie ( h v )  as of December 3 1, 2006 and 2005 are as follows: 

Accuniulated Other Comprehensive Income (Loss) Classification 

Minimum 
Pension Unrealized Total Accumulated 
Liability Gain (L,oss) on Other Coniprehensive 

Adjustment Investment Trusts Income (Loss) 

Scrvices 

Balance at December 31,2004 
Current-period change 

Balance at December 31, 2005 
Current-period change 

Balance at December 31,2006 

$ (38,704,738) 9; (31,097) $ (38,735,835) 
(18,164,764) 50,706 (IS,[ 14,058) 

$ (56,869,502) $ 19,609 $ (56,849,893) 
19,003,464 401,559 19,405,023 

$ 137.866.038) $ 421.168 s m.4a .870)  

-I 
"._ 

-._ 1 FERC FORM 60 (NEW 12-05) 204.13 
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Name of Respondent 

Duke Energy Shared Services, Inc 

This Re ort Is: 

(2) [1 A Resubmission 
I (1) d A n  Original 

Resubmission Date Year/Period of Repor 
(Mo, Da, Yr) 
0 5 ~ 0 1 ~ 2 0 0 7  Dec31,  2006 

I Schedule XV- Comoarative Income Statement 

.~ 

11 924 

12 925 

13 926 

Title of Account 

~~ - ~ 

~- Property Insurance 

lnjunes and Damages 1,621,508 5,450,949 

Employee Pensions and Benefits 67,642,757 73,014,379 

1 3 1458 /Services Rendered to Non-Associate Companies I I 

22 

23 

24 

I 7 1920 ISalariesand Wages I 243,325,334 I 239,267,002 

20,315,421 29,398,806 __ 411 

411 5 Investment Tax Credit 

4261 Dnnatinnq 1.668 22,666 

Provision for Deferred Income Taxes- Credit - 

I 8 1921 IOffice Supplies and Expense I 55,809,501 I 42,834,791 

I 9 1922 IAdministrative Expense Transferred - Credit I ( 258,559) I ( 13,838) 

I 10 1923 loutside Services EmDloved I 98,811,868 I 57,358,217 

I 14 1928 IReQulatory Commission Expense I 701,734 I 2,537,575 

I 15 1930 1 IGeneral Advertisino Expense I 49,041 I 254,648 

1 16 1930 2 IMiscellaneous General ExDenses I 15,722,058 1 9,418,375 

I 39,400,622 I 34,906,323 

I 20 1409 IlncomeTaxes I ( 26,777,972) I ( 15,065,937) 

I 21 1410 IProvision for Deferred IncomeTaxes I ( 3,395,286) I 3,371,127 

- _ _  _ .  . 

25 426 5 Other Deductions 

26 427 Interest on Lonq-Term Debt 

FERC FORM NO. 60 (NEW 12-05) Page 301 



This Report is: Resubmission Date 
(1 ) X An Original (Mo, Da, Yr) 

05/0 1/2007 

ISchedule Page: 301 Line No.: 4 Column: d 
Represents 41 9 Other Interest Income $1,634,214 

Includes both 403 and 404 account. 
/Schedule fags: 301 Line No.: 18 Column: d 
Includes both 403 and 404 account. 
/Schedule Page: 301 Line No.: 25 Column: c 
Includes 426.2 - 426.5 accounts. 
ISchedule Page: 301 Line No.: 25 Column: d 
Includes 426.2 - 426.5 accounts. 

EXPENSE - Income Statement 
401 Operation Expense $1,654,421 

416 623,761 

bchedule Page: 301 Line-No.: 18 Column: c - 

ISchedule Page: 301 Line No.: 29 Column: c I 

415 Jobbing and Contract Work (511) 
Costs and expenses of merchandising, jobbing, and contract work 

Year of Report 

2006 
L_-- 

417 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 
560-573 Transmission Expense 
580-598 Distribution Expense 
807-894 Gas Operations 
901-905 Customer Accounts 
908-91 0 Customer Service & Informational Expenses 
91 1-916 Sales Expenses 
935 Maintenance of General Plant 

Allowance for borrowed funds used during construction - Credit 

Duke Energy Shared Services, Inc. 

41,634 
(953,077) 

45,416 
(865,596) 

5,697,895 
48,584,458 
6,479,663 
8,074,739 
1,209,855 

20,187,708 
5,138,086 

174,134 
5,227,897 

$101,320,483 

(2) _ _ A  Resubmission 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
I 08 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

$86,760,300 
61 1,635 
565,140 
587,662 
(1 22,247) 

8,429,724 
=89,231 

$100,721,445 
.~ 

Total Expense - Balance Sheet 
\Schedule Page: 301 Line No.: 29 Column: d 1 
EXPENSE - Income Statement 
40 1 Operation Expense $2,826,220 
415 Jobbing and Contract Work 24 1 
416 681,936 
417 Revenues from Nonutility Operations 674,352 
421 Miscellaneous non-operating income (460,713) 
432 (688,649) 
500-557 Power Production 52,895,803 
560-573 Transmission Expense 7,370,240 
580-598 Distribution Expense 10,704,942 

2,0 1 9,134 807-894 Gas Operations 
901 -905 Customer Accounts 17,699,170 

6,842,485 908-91 0 Customer Service & Informational Expenses 
91 1-916 Sales Expenses 1,293,353 

I FERC FORM NO. 60 (NEW 12-05) 

Costs and expenses of merchandising, jobbing, and contract work 

Allowance for borrowed funds used during construction - Credit 

I___ 

Footnotes.1 



-. 
Name of Respondent This Report is: Resubmission Date 

(1) & An Original (Mo, Da, Yr) 
Duke Energy Shared Services, Inc. (2) _ _ A  Resubmission 05/0 1/2007 

EXPENSE - Balance Sheet 
107 Construction Work in Progress $86,214,663 
108 Accumulated provision for depreciation of utility plant 742,083 
143 Other Accounts Receivable 18,704 
163 Stores Expense Undistributed 71 0,334 
182 Other Regulatory Assets 748,038 
183 Preliminary Survey and investigation charges 829,762 
184 Clearing accounts 7,599,248 

$104,213,979 
186 Miscellaneous D e f e r r e 6 D M 5 m  -1 5134-7 

Total Expense - Balance Sheet 

Year of Report 

2006 

- - I I-NO. 60 (NEW 12-05) Footnotes.2 
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Name of Respondent This Re orl Is: Resubmission Date 

Duke Energy Shared Services, Inc (2) r " lA Resubmission 05/01/2007 
(1) $An Original (Mo, Da, Yr) 

Year/Period of Reporl 

Dec31, 2006 , \ ,  , , 
Account 457 -Analysis of Billing -Associate Companies - 

13 
14 
15 

1. For services rendered to associate companies (Account 457), list all of the associate companies 

Cinergy Global Power, Inc 
Cinergy Global Resources, Inc 
Cinerqy Holdinqs 8V 

- 

Account 
h e  Number 
No 

la) 

~~~ 

420,695 
90,594 

136 

Description 

[ b) 

~. 
8,277 428.972 

645,085 735,679 
136 

Name of Associate Companies: 
3036243 Nova Scotia Company 
Access Broadband, LLC 
Brownsville Power I, LLC 
Duke-Cadence. Inc 

50,122 I 6,265 I 

Caiedonia Power I, LLC 
CBComrnunicatlons,ttC 

Cinergy Canada, Inc 
Cinergy Capital &Trading, Inc 
Cinerqy Climate Chanqe Investments, LLC 10 

56,387 

11 I lcinergy Corp 

17 
18 
19 
20 

Cinergy Power Generation Services, LLC 
Cinergy Solutions - Demand, Inc 
Cinergy Solutions ~ Utility, Inc 
Cinerqy Wholesale Enerqy, Inc 

16 I lcinergy investments, inc. 

265.940 I I 265,940 

21 I I CinFuel Resources, Inc. 

1,207,256 
200 

4,403 

1.564.403 
429,703 Crescent Resources, LLC 

CSGP of Southeast Texas, LLC 
CSGP Services, L P 
CST Green Power, L P 
OEGS EPCOM College Park, LLC 26 

251.473 1,458,729 
200 

4,403 
3,602,183 - 3,172,480 
i.a15,438 251.035 

, 
27 I 
7R I 1 DEGS O&M. LLC 

I DEGS GASCO, LLC 

3,824 
150 

1,574 

230.828 
781 

( 164) 3,660 
150 

1,574 

13.375 244,203 
8,406 9.187 

FERC FORM NO. 60 (NEW 12-05) 

_ _  
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

-. 

1,220 1.220 
126,969 658.32 1 785,290 

I- 

5 A l  54 1 

DEGS of Boca Raton, LLC 
OEGS of Cincinnati, LLC 
DEGS of DeltaTownship, LLC 
DEGS of Lansing, LLC 
DEGS of Monaca, LLC 
DEGS of Narrows, LLC 
DEGS of Oklahoma, LLC 
DEGS of Pariin, LLC 
DEGS of Philadelphia, LLC 
OEGS of Rock Hill, LLC 
DEGS of San Dieoo. Inc 

- . .  I I 

157,514 I 668,699 1 826.213 

5-91 Sf I 5,918 
I 

1 

8,230 
21,926 

478,371 
153,194 
766,916 
74 I ,828 

67,888 
21,401 

29 1,442 
3.775 

. . ~  ~ I I 

149.058 I 21 5.905 I I 364,963 

46,298 54,528 
60,07 1 81,997 
77.883 556,254 

9,0 1 0 162.204 
226,042 992,958 

1,346,978 605,150 
( 49) 67,839 

21,401 

3,775 
400,850 

620.5301 5,473,551 I I 6.094,oai 

645,570 

200 200 
34,491,960 6,099,956 4 0 3 9  1.9 16 

533 533 

31,417 m , 9 8 7  

Page 302 



Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Shared Services, lnc 
(Mo, Da, Yr) (1) $An Original 

(2) (-7A Resubmission 05/0 1/2007 

No. 

Yeadperiod of Repol: 

Dec31, 2006 

(b) 
1 1457 I Name of Associate Comoanies: 

__.  -. 
26 1,389 

95,220 
607,528 

-6368  
785,158 

950 

I I 

2 1  
3 1  

I DEGS of Shreveport, LLC 
I DEGS of South Charleston, LLC 

357,692 619,oai 

( 16) 95,204 

115,832 723,360 

14623 ------34791 
76,805 861,963 

950 

I 

4 1  I DEGS of St Bernard, LLC 
S I  I DEGS of st Paul. LLC 

6 1 DEGS of Tuscola, Inc 

8 1  I Duke Broadband, LLC 

1,745,220 
3,097.086 

960 
29,900 

196,657 
7 0 3 ~ 5 7 8 

5,458,272 
97,712,456 

28,320 
26,955 

17.237.276 

Duke Communications Holdings, Inc 
Duke Energy Business Services, LLC 
Duke Energy Carolinas, LLC 

12 Duke Energy Engineering, Inc 
13 DukeKergy Field Services, LLC 

1,745,220 

58,986,883 62,083.969 
960 

2.074,767 2,104,667 
11,671,186 1 1,867,843 
9,183,090 9,886,668 
1,295,934 6,754,206 

14 1,803,488 239,515,944 
28,320 

2,033,807 
23,476,379 40,713,655 

- 2,006,852 

Duke Energy Gas Transmission, LLC 
Duke Energy Generation Services Holding Company, Inc 
Duke Energy Generation Services, Inc. 
Duke Energy Indiana, Inc 
Duke Energy Industrial Sales, LLC 

19 
20 
21 
22 
--- 

Duke Energy International, LLC 
Duke Energy Kentucky, Inc 
Duke Energy Merchants, LLC 
Duke Enerqy North America, LLC 

~- 

23 I I Duke Energy Ohio, Inc 

2,609 

94,442,222 
1,220,612 

1,956 . - ~  

2 1.868 
24 I 
95 I I Duke Enerov Retail Sales. LLC 

I Duke Energy One, Inc. 

71,567 

26,807 28,763 
- 68,958 

184,046,211 278,488,433 
184,257 1,404,869 

( 17) 21,851 _ _  
26 
27 
28 

Duke Supply Network, LLC 
Duke Technologies, Inc 
Duke Ventures 11, LLC 
Duke Ventures, LLC 
DukelFluor Daniel 

.,, 
Duke Energy Royal, LLC 
Ctnergy Marketing &Trading, LP 
Duke Project Services, Inc 

OukeNet Communications, LLC 
DukeTec I, LLC 
Environmental Wood Supply, LCC 
KO Transmission Company 
LHI , LLC 

8,529,776 
1,305 

Direct Costs Charged indirect Costs Charged Compensation For Use Total Amount Billed 
of Capital 

(d) (e) (0 

30,962 30,962 
9,425,211 17,954.987 

28,637 29,942 

333 333 

1 1.655 1 1.655 
841 ,I 54 287,708 I, t 28,862 - 

I .~~ I 

147,949 I 326,497 I 474,44E I 
800 I 80C 

FERC FORM NO. 60 (NEW 12-05) 
- -  
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Name of Respondent This Re ort Is: Resubmission Date Yeadperiod of Report’ 

Duke Energy Shared Sewices, Inc 
(Mo, Da, Yr) 
05/01/2007 Dec31. 2006 

(1) &‘An Original 
(2) n A  Resubmission - 

Account 457 - Analvsis of Billina - Associate Comaanies (continued) 

Accuunl Description 
-ine Number 
No. 

1 457 Name of Associate Companies: 
2 Oak Mountain Producls, LLC 
3 Ohio River Valley Propane, LLC 
4 Pine Mountain Products, LLC 
5 St Paul Cogeneration, LLC 

(a) (b) 

-- 

------H;49? 

1 

-- 

- 

270,204,476 

Page 302.2 

Texas Eastern Products Pipeline Company, LLC 
Tn Slate Improvement Company I - W O  158,817- 

“~~ 

- 

755,781,820 - 477,497,344 

- 
9 
10 
11 
12 
13 
14 
15 
16 
17 

24 
25 

I I - 
29 I I 

35 I I 
36 
37 
38 

39 I I 

FERC FORM NO. 60 (NEW 12-05) 
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Name of Respondent 
Duke Energy Shared Services, Inc (2) F 1 A  Resubmission 

This Re ort Is: I (1) d A n  Original 
Resubmission Date Yeadperiod of Repor 

(Mo, Da, Yr) 
0510 112007 Dec31, 2006 

I Account 458 - Analvsis of Billina - Non-Associate Combanies 

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

40 

FERC 

I 1. For services rendered to nonassociate companies (Account 458), list all of the nonassociate companies In a footnote, describe 

~ 

- 

- 
- 

Total 

FORM NO. 60 (NEW 12-05) Page 303 

the services rendered to each respective nonassociate company. 

ndirect Costs Charged I Compensation For Use I Total Amount Billed 



Case No. 2011-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of Respondent 

Duke Energy Shared Services, tnc (2)  r-7 A Resubmission 

This Re orl Is: I (1) $An Original 
Resubmission Date Yeadperiod of Repor 

(Mo. Da, Yr) 
05/01/2007 Dec31, 2006 

Schedule XVI- Analvsis of C h a r m s  for Service- Associate and Non-Associate Comoanies 

11 

12 

13 

1 Total cost of service will equal for associate and nonassociate companies the total amount billed under their separate analysis of 
billing schedules 

931 Rents 

Other Accounts (provide details in a footnote) 

403 Depreciation and Amortization Expense 

14 408 Taxes Other Than Income Taxes 

15 409 IncomeTaxes 

Me 01 Account 

( 4  

Associate Compa 
Direct Cost 

(C) 

Associate Cornpan' 
Indirect Cost 

( 4  

hssociate Company 
Total Cost 

(e )  

Nonassociate 
Company 
Direct Cost 

Nonassociate 
Company 

Indirect Cost 

(9) 

Nonassociate 
Company 
Total Cost 

(h) 

Salaries and Wages 243,325.33 

55,809,501 2 (921 /Oftice Supplies and Expenses 6,125,174 49,684.3: 

3 I922 IAdministrative Expense Transferred. Credit ( 13,8811 ( 244,67 ( 258,559)l 

4 1923 IOutside Services Employed 6,370,644 92,441,Z 98.81 1.8681 

28,344.11 67,642,757 

74,844 626.81 701.7341 Regulatory Commission Expense 

32,661 16.3; 49.0411 

10 1930 2 IMiscellaneous General Expenses 1,823,574 13,898,41 15,722,0581 

3.601.41 35.799.2' 

17,451 13.081,2: 

39,400,622 

13,098,708 

1,835,094 13,448.9' 15,284,0131 

( 26,777,9721 ( 26,777,972) 

16 1410 /Provision For Deferred Income Taxes ( 3,395,2866 

29,398,8 * 29,398,806 1,668 

20 1426 5 lother Deductions 735.154 282.6L 1,017,8221 

2 1 1427 llnterest on Long-Term Debt 

I 2.153,E 2,153,6521 

132.6171 c- 202 041,928 Qlher Accounts (provide details in a footnote) 

TOTALEXPENSE '155,781,8201 

27 I /Compensation for Use 01 Equity Capital 

- - 
755,781,820 278,284,471 477,4973 

Page 304 FERC FORM NO. 60 (NEW 12-05) 



Case No. 2011-124 
AG-DR-01-037 (i) attachment 
Paee 1 of 76 

- 
Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Shared Services, Inc. (2) n A Resubmission 05/01/2007 
(1) An Original (Mo, Da, Yr) 

Year/Period of Repo 

Dec31, 2006 

1 

(a) 

920 Salaries and Wages 

2 

3 

921 Office Supplies and Expenses 

922 Administrative Expense Transferred. Credit 

_I - 
Total Charges lor Sewices 

Indirect Cost 
0) 

Total Charges for Services 
Direct Cost 

(1) 

Total Charges for Services 
Total Cost 

(k) 

1 4 I923 IOutside Services Employed 

5 924 Property Insurance 

6 925 Injuries and Damages 

7 926 Employee Pensions and Benefits 

8 928 Regulatory Commission Expense 

9 9 3  1 General Adverltsing Expenses 

I 10 1932 lMiscellaneous General Expenses 

Other Accounts (provide details in a lootnote) 

I 16 1410 IProvision For Deferred Income Taxes 

I 17 1411 IProvision For Deferred Income Taxes - Credit 

1 18 1411 5 IlnvestmentTaxCredit 

1 22 1 4 3  /Interest on Debt to Associate Companies 

I 23 1431 lother inierest Expense 

24 

25 TOTAL EXPENSE 

26 

Other Accounts (provide details in a footnote) 

I 27 I ICompensation for Use of Equily Capital 

I 28 I /Interest on Debt to Associate Companies 

29 

30 TOTAL COST OF SERVICE 

Other Accounts (provide details in a looinole) 

FERC FORM NO. 60 (NEW 12-05) Page 304a 



Name b f  Respondent This Report is: Resubmission Date 
(1 ) An Original (Mo, Da, Yr) 
(2) - A Resubmission Duke Energy Shared Services, lnc. 0510 I 12007 

ISchedule Page: 304 Line No.: 24 Column: c 
EXPENSE - Income Statement 
401 Operation Expense $1,654,421 

416 605,315 
4 17 Revenues from Nonutility Operations 41,634 
419 Interest and Dividend Income (1 89,486) 
421 Miscellaneous non-operating income 45,416 
432 
435 Extraordinary Deductions 
500-557 Power Production 45,166,697 

580-598 Distribution Expense 3,895,31 I 
807-894 Gas Operations 470,726 

908-91 0 Customer Service & Informational Expenses 1,060,144 
378 

935 Maintenance of General Plant 183.709 
$56,188,141 

415 Jobbing and Contract Work (51 1) 
Costs and expenses of merchandising, jobbing, and contract work 

Allowance for borrowed funds used during construction - Credit 

560-573 Transmission Expense 1 3 3 m  

901-905 Customer Accounts I ,259,006 

91 1-91 6 Sales Expenses 

Year of Report 

2006 ~ . . . .  

EXPENSE - Balance Sheet 
107 Construction Work in Progress $86,760,300 
10% Accumulated provision for depreciation of utility plant 61 1,635 
163 Stores Expense Undistributed 45,436 
182 Other Regulatory Assets 587,662 
183 Preliminary Survey and investigation charges (122,247) 
184 Clearing accounts 395,807 
186 Miscellaneous Deferred Debits 3,889,231 

$92,167,824 
ISchedule Page: 304 Line No.: 24 Column: d 
EXPENSE - Income Statement 

Total ExpLnse - Balance Sheet 

401 
415 
41 6 
41 7 
419 
42 I 
432 
435 
500-557 
560-573 
5 8 0 - 5 9 8 
807-894 
901 -905 
908-91 0 
91 1-916 
935 

Operation Expense 
Jobbing and Contract Work 
Costs and expenses of merchandising, jobbing, and contract work 
Revenues from Nonutility Operations 
Interest and Dividend Income (763,592) 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - Credit (865,596) 
Extraordinary Deductions 5,697,895 
Power Production 3,417,761 
Transmission Expense 4,484,282 
Distribution Expense 4,179,428 
Gas Operations 739,129 
Customer Accounts 18,928,702 
Customer Service & Informational Expenses 4,077,942 
Sales Expenses 173,756 
Maintenance of General Plant 5,044,188 

$45,132,34 I 

18,446 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

51 9,704 

1 FERC FORM NO. 60 (NEW 12-05) Footnotes. 1 '7 



Case No. 201 1-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of Respondent This Report is: 
(1) &An Original 

Duke Energy Shared Services, Inc. (2) _ _ A  Resubmission 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

om1/2007 2006 

8,033,917 184 Clearing accounts 
186 Miscellaneous Deferred Debits 

ISchedule Page: 304 Line No.: 24 Column: e 
EXPENSE - Income Statement 
401 Operation Expense $1,654,421 

416 623,761 
4 17 Revenues from Noniitility Operations 41,634 
419 Interest and Dividend Income (953,077) 
421 Miscellaneous non-operating income 45,416 
432 (865,596) 
435 Extraordinary UEZEtions 559f”;895 
500-557 Power Production 48,584,458 
560-573 Transmission Expense 6,479,663 
580-598 Distribution Expense 8,074,739 
807-894 Gas Operations 1,209,855 
901 -905 Customer Accounts 20,187,708 
908-910 Customer Service & Informational Expenses 5,138,086 
91 1-91 6 Sales ExDenses 174,134 

Total Expense - Balance Sheet $8,553,621 

415 Jobbing and Contract Work (511) 
Costs and expenses of merchandising, jobbing, and contract work 

Allowance for borrowed funds used during construction - Credit 

935 Maintenance of General Plant 5,2271897 
$101,320,483 

EXPENSE - Balance Sheet 
107 Construction Work in Progress $86,760,300 
108 Accumulated provision for depreciation of utility plant 61 1,635 
163 Stores Expense Undistributed 565,140 
182 Other Regulatory Assets 587,662 
183 Preliminary Survey and investigation charges (1 22,247) 
184 Clearing accounts 8,429,724 
186 Miscellaneous Deferred Debits 3,889,231 

$100,721,445 Total Expense - Balance Sheet 

I FERC FORM NO. 60 (NEW 12-05) Footnotes2 --I 



Case No. 2011-124 
AG-DR-01-037 (i) attachment 
Page 1 o f 7 6  

Name of Respondent This Re or! Is: Resubmission Date YearlPeriod of Repo 

Duke Energy Shared Services, Inc (2) n A Resubmission 05/01/2007 Dec31. 2006 
(1) $An Original (Mo. Da, Yr) 

Schedule XVll - Schedule of ExDense Distribution by Department or Service Function 

35 

36 

37 

30 

39 

40 Total 243,325.3s 

1. List each depar tment  or service funct ion accord ing to the Uni form Sys tem of Accounts. 

O l c e  Supplies and Administralve Expense 
Expenses I Transfeirr; Credit 

(921) 

Injuries and Damages 
(925) 

(9) 

Outside Services Propelly Insurance 
Employed (9244) 

(923) 

(4 
(0 

DescriplionlDeparlment or Service 

~. 
1.242.4661 3,726,551 

293.1051 4 Marketing and Customer Relations 888.95 - 
5 Electric Trans and Dist Engineering and 

Construction 123,96 I 116,582 + 1,538,600 6 IPower Planning and ODerations I 14.554.61 5,018,2141 

5,313 7 Electnc System Maintenance 1,339.46 

8 IEnvironmental Aliairs 2,098,lO 

417,178 

2,052,6871 

81 

1: 

9 Executive 25,318,031 + 10 Facilities I 3,525,311 

11 finance 78,37258 

12 IFuels 

14.1 10,676 

146.868) 

23,384,474 1.442,7! 

10,876 4,12 

56.65883 4,783,851 I 175,O 

5,326,1031 15 lntemal Auditing 580.70 

16 llnvestor Relations I 126.15 94,804 283,794 

I 14.983.20 

7,678,98 

14.230.18d 

1.437.628 6,982,523 5! 

19 1Malerials Manasemen! I 1,099,97 

------t 1,652,335 

7,331 

632,7941 

280,051 ! 30,520 

332,076 2.0! 

-+ 2,223,661 169.882 

30 I I 

32 I I 

I 
55,803,501 258,55E 

~ Page 305 

98,811,868 

~ 

1,621,51 

FERC FORM NO. 60 (NEW 12-05) 



Name of Respondent 

Duke Energy Shared Services, Inc. 

This Re ort Is: 
(1) &jAn Original 
(2) n A Resubmission 

~ Depreciation and 

Resubmission Date Year/Period of Report 
(Mo, Da, Yr) 
0510 112007 Dec31, 2006 

4 

5 

6 

32,184 -- Marketing and Customer Relatlons 6,564,677 

Electric Trans and Dist Engineering and 
Construcbon 1,850,356 

~~ - 

- 
Power Planning and Operations 19,880,858 48: 

12 Fuels 51529 I 

1,147,461 16,374 48.596 467.35 

28 

29 

30 

- " ~ -  
31 

32 

33 

34 

35 

36 

37 

38 

39 

40 Total 57,642,757 701.734 49,041 
- 

- 
Descnp' ordllepanmenl or SENCE Emp oyee Pens on8 and Reg. alory Commlss on 

Benet Ls Expense Expenses 
1926) (928) (930 1) 

Ihl (0 [ I  

General Adverts ng 

I 

Expenses 
(9302) 

Amortization Expense 

1 3 IAccountinq I 2285,6091 I 
17.781 263,201 

13,440 77.981 

134,302 449 ,z  

73,72! I 7 lElectric System Maintenance I i.083.988/ I 
682,797 20,12! 

2,242,0341 108,90: 

2.106.018 

3,255,1791 

917 4.848.61: 

11,240,847 392,931 

3.77: 

97! 

- 14 Human Resources 3,530.16 H 15 Internal Auditing 239,011 

37.5051 264.87: 

I 25,85! 

16 Investor Relations 50,681 

I 7 llnformation Systems 6,372.64 
I I 7631 6.35' 

1,065 14.395,59: 

760,0041 104.90! I 18 ILeaal I 3.182.09d I 
332,864 4637: 986,41 

I 898.931) 

t- 880,351 

3,190,016 

I 25.1 I 

-& 
1 

15,722,0581 39,400,6Z 13,098,704 



Case No. 2011-124 
AG-DR-01-037 (i) attachment 
Pagc 1 of 76 

Name of Respondent This Re or! Is: Resubmission Date Yeadperiod of Repor 

Duke Energy Shared Services, Inc. 
(2) n A  Resubmission 05/01/2007 Dec31, 2006 
( 1 )  $An Original (Ma, Da, Yr) 

~. 
Schedule XVll -Schedule of Exoense Distribution bv Deoartment or Service Function (continued) 

( 3,395,286) 29,398,ER 

1 I List each department or service ftinction according to the Uniform System of Accounts. 

DescriplionlDeparlmenl or Senrice 

h e  
No 1 (a) 

1 List Each DeparlmenUService 
- 

Taxes Other Than I Income Taxes 
Income Taxes (409) 

lnveslmenl Tax Credit I Donations 

2 Overhead 

3 IAccounling 

1,182,166 4 Markelingand CJslomer Relalons 

5 
.. -- . . . . . - 

Eledric Tians and Dsl  Eng neenng and 

6 IPower Plannina and Operations 3,647,9341 

7 lEIectrlc Syslem Mainlenance 

8 lEnvironmenlal AHairs 

9 Execulive 

1 0  Facilities 
-. 691 -44 

335.716 

- 1 1  Finance 

12 IFuels 

2,620,s 

94,2161 

13 + 14 Human Resources 

Generation and Transmission Right of Way 28,733 +- 4,207,135 

44,242 

1.142.2391 

579.361 I 
1 9  ltdalerials Manaaemenl 178,19d 

159,04 

158.3071 

22 Power Engineering and Conslruclion 

23 IPublic AHairs 

195.55 

4,5911 

26 

27 

28 

29 

33 

34 I 
35 

36 

37 

38 

Page 305b FERC FORM NO. 60 (NEW 12-05) 



Case No. 2011-124 
AG-DR-01-037 (i)  attachment 
Page 1 of 76 

Name of Respondent This Re ori Is: Resubmission Date Yeadperiod of Repor 

Duke Energy Shared Services, Inc 
(Mo, Da. Yr) 
05/01/2007 Dec31. 2006 (1) $An Original 

(2) n A  Resubmission 

Schedule XVIl - Schedule of Expense Distr ibut ion by Department or Service Function (continued) 

1” List each depar tment  or service funct ion accord ing to the Uni form Sys tem of Accounts 

Interest on Debt lo 
Associate 

Companies 
(430) 
(VI 

Other Interest 
Expense 

(431) 

DescriptioniDepariment or Service Other Deductions 
(426 5) 

.ine 

Interest on 
LongTerm Debt 

(427) 

(4 

29,695,421 
I 1 28,291,182 Conslruclion 

7 Eleclric System Maintenance 

8 IEnvironmental Alfairs 
I 

9 IExeculive I 
10 Facilities + 11 Finaice I 
12 Fuels 

&t-smission Right of Way 1 
I I I 594,023 72,631.55 

I I I 57303 1 6  Investor Relabons 

17 llnlormabon Systems 

--t--- 19 Materials Management 

20 Meters + 21 Planning I 
22 l Power Enqineerina and Construction I 

I 
I 7,645,429 7,679.87: 

--I 
25 Transpollalion 

26 I 

33 I I 

40 I Total I 1,017,m 132,617 202,041,928 755,781,821 

FERC FORM NO. 60 (NEW 12-05) Page 305c 



Name of Respondent This Report is: Resubmission Date 
(1 1 X An Original (Mo, Da, Yr) 

Year of Report 

bchedule Page: 305 Line No.: 2 Column: y 
Overhead 
EXPENSE - Income Statement 

415 Jobbing and Contract Work 
416 
417 Revenues from Noniitility Operations 

421 Miscellaneoiis non-operating income 
432 

500-557 Power Production 
560-573 Transmission Expense 
580-598 Distribution Expense 
807-894 Gas Operations 
901-905 Customer Accounts 
908-91 0 Customer Service & Informational Expenses 
91 1-916 Sales Expenses 
935 Maintenance of General Plant 

401 Operation Expense $ 

Costs and expenses of merchandising, jobbing, and contract work 

419 Interest and Dividend Income (953,077) 

Allowance for borrowed funds used during construction - Credit 
~ E x t - r a o r d i F t a r y - D e d w G t i o n s  

Total Expense - Income Statement $ (953,077) 

I I -  

Duke Energy Shared Services, Inc. j(2) _ _ A  Res6bmission 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet 

2006 05/01/2007 

$ 

/Schedule Page: 305 Line No.: 3 Column: y i 
Accounting 
EXPENSE - Income Statement 
401 Operation Expense $ 7,033 
415 Jobbing and Contract Work 
416 
417 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 45,416 
432 (865,596) 
435 Extraordinary Deductions 5,697,895 
500-557 Power Production 193,237 

580-598 Distribution Expense (51,368) 
807-894 Gas Operations (1 8,963) 
901 -905 Customer Accounts (143,509) 
908-91 0 Customer Service & Informational Expenses 
91 1-916 Sales Expenses 
935 Maintenance of General Plant -- 49,432 - 

Costs and expenses of merchandising, jobbing, and contract work 

Allowance for borrowed funds used during construction - Credit 

560-573 Transmission Expense (397,345) 

I FERC FORM NO. 60 (NEW 12-05) Footnotes. 1 __1 



Name of Respondent This Report is: Resubmission Date 
[ 1 1 X An Oriainal [Mo, Da, Yr) 

Year of Report 

Total Expense - Income statement  $ 4,516,232 

\ , -  
Duke Energy Shared Services, Inc. l(2) - A Resibmission 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores  Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet  

0510 1/2007 2006 

$ (1,884,269) 

2,269 

1,381 

(40.1 18) 
$ (1,920,737) 

/Schedule Page: 305 Line No.: 4 Column: y 2 
Marketing and Customer Relations 
EXPENSE - Income Statement 
40 1 
41 5 
41 6 
417 
419 
42 1 
432 
435 
500-557 
560-573 
580-598 
807-894 
90 1 -905 
908-91 0 
91 1-916 
935 

Operation Expense 
Jobbing and Contract Work 
Costs  and  expenses  of merchandising, jobbing, and contract work 
Revenues from Nonutility Operations 
Interest and Dividend Income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - Credit 
Extraordinary Deductions 
Power Production 
Transmission Expense 
Distribution Expense 
G a s  Operations 
Customer Accounts 
Customer Service & Informational Expenses 
Sales Expenses  
Maintenance of General Plant 

Total Expense - Income Statement 

$ 

98,096 

5,192 
5 

83,564 
663 

19,151,533 
4,961,471 

107,068 

$ 24,407,592 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores  Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - 

$ 414,404 

491,309 

17.516 - 
Balance Sheet  $ 923,229 

ISchedule Page: 305 Line No.: 5 Column: y 
Electric Transmission and Distribution Engineering and Construction 
EXPENSE - Income Statement 

415 Jobbing and Contract Work 
416 
417 Revenues from Nonutility Operations 
41 9 
I FERC FORM NO. 60 (NEW 12-05) Footnotes.2 i 

401 Operation Expense $ 

Costs and expenses  of merchandising, jobbing, and  contract work 

Interest and Dividend Income 

98,096 

-. 



Name of Respondent This Report is: Resubmission Date 
(1) & An Original (Mo, Da, Yr) 

Duke Energy Shared Services, Inc. (2) - A Resubmission 05/0 1/2007 

421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 
560-573 Transmission Expense 
580-598 Distribution Expense 
807-894 Gas Operations 
901 -905 Customer Accounts 
908-910 Customer Service & Informational Expenses 
91 1-916 Sales Expenses 
935 Maintenance of General Plant 

Allowance for borrowed funds used during construction - Credit 

Year of Report 

2006 

5,192 
5 

83,564 
663 

19,151,533 
4,961,471 

107,068 
._- 

I otal txpense - Income S t a t e m e n t w 3 W 3 9 2  

EXPENSE - Balance Sheet 
107 Construction Work in Progress $ 414,404 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 491,309 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 17,516 - 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet $ 923,229 
- 

/Schedule Page: 305 Line No.: 6 Column: y 1 
Power Planning and Operations 
EXPENSE - Income Statement 
401 Operation Expense 
415 Jobbing and Contract Work 
416 Costs and expenses of merchandising, jobbing, and contract work 
41 7 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 
560-573 Transmission Expense 
580-598 Distribution Expense 
807-894 Gas Operations 
901 -905 Customer Accounts 
908-91 0 Customer Service & Informational Expenses 
91 1-916 Sales Expenses 
935 Maintenance of General Plant 

Allowance for borrowed funds used during construction - Credit 

Total Expense - Income Statement 

$ 184,879 

280 
1,925 

31,814,095 
4,645,062 
1,773,392 

403 
140 

102,402 
!$ 38,522,578 

EXPENSE - Balance Sheet 
107 Construction Work in Progress $ 12,730,625 
108 Accumulated provision for depreciation of utility plant 5,072 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 Preliminary Survey and investigation charges (1,773,128) 

8,742 184 Clearing accounts 

I -- I 

Footnotes3 I FERC FORM NO. 60 (NEW 12-05) 



Resubmission Date 
(Mo, Da, Yr) 

0510 moo7 

Name of Respondent This Report is: 
(1) 3 An Original 

432 
435 
500-557 
560-573 
580-598 
807-894 
901 -905 
908-91 0 
91 1-916 
935 

Year of Report 

Allowance for borrowed funds used during construction - Credit 
Extraordinary Deductions 
Power Production 
Transmission Expense 
Distribution Expense 
Gas Operations 
Customer Accounts 
Customer Service & Informational Expenses 
Sales Expenses 
Maintenance of General Plant 

Total Expense - Income Statement 

Duke Energy Shared Services, Inc. - (2) - A  Resubmission 

127,662 
337,241 
898,037 
88,372 

1 12,685 
94,401 

2.175 
$ 1,679,556 

- 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - 

$ 5,028,010 
15,226 
431 3 

3,482 
18,346 

Balance Sheet $ 5,069,577 

ISchedule Page: 305 Line No.: 8 Column: y J 
Environmental Affairs 
EXPENSE - Income Statement 
401 Operation Expense $ 18,430 
415 Jobbing and Contract Work 
416 
417 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 5,177,928 
560-573 Transmission Expense 280 
580-598 Distribution Expense 1,907 
807-894 Gas Operations 
901-905 Customer Accounts 
908-91 0 Customer Service & Informational Expenses 

-NO. 60 (NEW 12-05) Footnotes4 

Costs and expenses of merchandising, jobbing, and contract work 

Allowance for borrowed funds used during constriiction - Credit 

- - - 
-- 



Name of Respondent This Report is: Resubmission Date 
(1 ) X An Original (Mo, Da, Yr) 

Year of Report 

91 1-91 6 Sales Expenses 
935 Maintenance of General Plant 167 

Total Expense - Income Statement $ 5,198,712 

. I -  

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 

7 F M m i l m - -  t?tritS 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet 

05/01/2007 I 2006, 

$ 916,755 
139 

37,174 

-. W O - 7  - 
$ 1,026,275 

/Schedule Page: 305 Line No.: 9 Column: y 
€xecu five 
EXPENSE - Income Statement 
40 1 
41 5 
416 
417 
419 
421 
432 
435 
500-557 
560-573 
580-598 
807-894 
901 -905 
908-91 0 
91 1-916 
935 

Operation Expense 
Jobbing and Contract Work 
Costs and expenses of merchandising, jobbing, and contract work 
Revenues from Nonutility Operations 
Interest and Dividend Income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - Credit 
Extraordinary Deductions 
Power Production 
Transmission Expense 
Distribution Expense 
Gas Operations 
Customer Accounts 
Customer Service & Informational Expenses 
Sales Expenses 
Maintenance of General Plant 

Total Expense - Income Statement 

$ 

238 

(35,733) 
21 

1,118 
28 1 

162 - 
$ (33,913) 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense 

$ 824,810 

6 1,766 

Balance Sheet $ 886,576 

\Schedule Page: 305 Line No.: 10 Column: y i 
Facilities 
EXPENSE - Income Statement 
401 Operation Expense 
415 Jobbing and Contract Work 
416 Costs and expenses of merchandising, jobbing, and contract work 
I FERC FORM NO. 60 (NEW 12-05) F 6 o t n o t e s . E i  -E 



Case NO. 201 1-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of Respondent This Report is: 
(1 ) & An Original 

Duke Energy Shared Services, Inc. (2) _ _ A  Resubmission 
(Mo, Da, Yr) 

05/01/2007 .-. 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense 

417 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 1,754 
560-573 Transmission Expense 357 

Allowance for borrowed funds used during construction - Credit 

580-598 Distribution Expense 
807-894 Gas Operations 
901 -905 Customer Accounts 1,402 
W8-910 CustQmer Service & Informational Expenses 
91 1-91 6 Sales Expenses 
935 Maintenance of General Plant 2,341,266 

2,489 

Balance Sheet ~ $ 499,031 

- 

/Schedule Page: 305 Line No.: 77 Column: y 1 
Finance 
EXPENSE - Income Statement 
401 Operation Expense $ 1,222,725 
415 Jobbing and Contract Work 
416 17,203 
417 Revenues from Nonutility Operations 3,077 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 1,805,040 
560-573 Transmission Expense 163 
580-598 Distribution Expense 2,943 
807-894 Gas Operations 155,309 
901-905 Customer Accounts 380,138 

120 
91 1-91 6 Sales Expenses 
935 Maintenance of General Plant 119,770 - 

Costs and expenses of merchandising, jobbing, and contract work 

Allowance for borrowed funds used during construction - Credit 

908-91 0 Customer Service & Informational Expenses 

Total Expense - Income Statement $ 3,706,488 

EXPENSE - Balance Sheet 
107 Construction Work in Progress $ 846,444 
108 
163 Stores Expense Undistributed 

Accumulated provision for depreciation of utility plant 

I -- -____I 

Footnotes.6 I FERC FORM NO. 60 (NEW 12-05) 



Name of Respondent This Report is: R e s u b i k o n  Date 
(1 ) 21 An Original (Mo, Da, Yr) 

Duke Energy Shared Services, Inc. (2) _ _ A  Resubrnission 05/0 1 /2007 

182 Other Regiilatory Assets 
183 Preliminary Survey and investigation charges 159,621 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 101,989 - 

Total Expense - Balance Sheet $ 1,108,054 

ISchedule Page: 305 Line No.: 12 Column: Y 
Fuels 
EXPENSE - Income Statement 

415 Jobbing and Contract Work 

41 7 Revenues from Nontitility Operations 
419 Interest and Dividend Income 
421 Miscellaneotis nan-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 1,234,781 
560-573 Transmission Expense 
580-598 Distribution Expense 
807-894 Gas Operations 
901 -905 Customer Accounts 
908-91 0 Customer Service & Informational Expenses 
91 1-91 6 Sales Expenses 
935 Maintenance of General Plant 

401 Operation Expense $ 

~f=-estsandexpensesof-~erehaf id is ing;- jobbing~nd-~~~tr~~t-work 

Allowance for borrowed funds used during construction - Credit 

Total Expense - Income Statement $ 1,234,781 

Year of Report 

2006 -. 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense lJndistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Acctimulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - 

$ 

Balance Sheet $ 

[Schedule Page: 305 Line No.: 13 Column: y i 
Generation and Transmission Right of Way 
EXPENSE - Income Statement 
401 Operation Expense 
415 Jobbing and Contract Work 
416 
417 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 
560-573 Transmission Expense 
580-598 Distribution Expense 

Costs and expenses of merchandising, jobbing, and contract work 

Allowance for borrowed funds used during construction - Credit 

$ 762 

1,168 
36,480 

130,141 
236,802 
44,355 

I FERC FORM NO-60 (NEW 12-05) Footnotes.7 --I 



(1) 3 An Original 

807-894 Gas Operations 
901-905 Customer Accounts 
908-91 0 Customer Service & Informational Expenses 
911-916 Sales Expenses 
935 Maintenance of General Plant 

Total Expense - Income Statement $ 449,708 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

05/13 1/zaa7 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet 

$ 1,656,325 
10,062 

15,414 

I 

$ 1,681,801 

[ m e :  305 l ine No.: 14 Column: y J 
Human Resources 
EXPENSE - Income Statement 
40 I 
415 
41 6 
41 7 
41 9 
42 1 
432 
435 
500-557 
5 6 0 - 5 7 3 
580-598 
807-894 
90 1-905 
908-91 0 
911-916 
935 

Operation Expense 
Jobbing and Contract Work 
Costs and expenses of merchandising, jobbing, and contract work 
Revenues from Nonutility Operations 
Interest and Dividend Income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - Credit 
Extraordinary Deductions 
Power Production 
Transmission Expense 
Distribution Expense 
Gas Operations 
Customer Accounts 
Customer Service & Informational Expenses 
Sales Expenses 
Maintenance of General Plant 

Total Expense - Income Statement 

$ 

4,381 

284,780 

2,878 
663 

$ 292,702 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense 

$ 301,321 

Balance Sheet $ 301,321 

ISchedule Page: 305 Line No.: 17 Column: y 1 
Information Systems 
EXPENSE - Income Statement 

1 FERC FORM NO. 60 (NEW 12-05) Footnotes.8 7 



Name of Respondent This Report is: Resubmission Date 
(1) X An Original (Mo, Da, Yr) 

D u k e  Energy Shared Services, Inc. (2) _ _ A  Resubmission 05/0 112007 

401 Operation Expense 
415 Jobbing and Contract Work 
416 
417 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 
560-573 Transmission Expense 
580-598 Distribution Expense 

Costs and expenses of merchandising, jobbing, and contract work 

Allowance for borrowed funds used during construction - Credit 

Year of Report 

2006 

$ 887 

96 

EXPENSE - Income Statement 
401 Operation Expense 
415 Jobbing and Contract Work 
416 
417 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 
560-573 Transmission Expense 
580-598 Distribution Expense 

901 -905 Customer Accounts 

91 1-91 6 Sales Expenses 
935 Maintenance of General Plant 

Costs and expenses of merchandising, jobbing, and contract work 

Allowance for borrowed funds used during construction - Credit 

807-894 Gas Operations 

908-91 0 Customer Service & Informational Expenses 

130,889 
1,313 
8,088 

$ .  43,261 

1,400 

-_ 

772 .- 

8 0 / - 8 9 4  ci as Operations 
901-905 Customer Accounts 426 
908-91 0 Customer Service & Informational Expenses 
91 1-91 6 Sales Expenses 
935 Maintenance of General Plant 2,604,158 - 

Total Expense - Income Statement $ 2,745,857 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense 

$ 4,180,334 

667 
194 - 

'Balance Sheet $ 4,181,195 

EXPENSE - Balance Sheet 

Footnotes.9 1 FERC FORM NO. 60 (NEW 12-05) - i 



This Report is: Resubmission Date 
(1) 3 An Original (Mo, Da, Yr) 
(2) - A Resubmission 0510 i m 0 7  

107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense 

Year of Report 

2006 

I $  184 I F"i 
3 1,282 

239,899 I_ 
Balance Sheet $ 271,365 

/Schedule Page: 305 Line No.: 19 Column: y 
Materials Management 
EXPENSE - Income Statement 
40 1 
41 5 
41 6 
417 
41 9 
42 1 
432 
435 
500-557 
560-573 
~ ~ 1 - 5 9 8  
807-894 
901-905 
908-91 0 
97 1-916 
935 

Operation Expense $ 
Jobbing and Contract Work 
Costs and expenses of merchandising, jobbing, and contract work 
Revenues from Nonutility Operations 
Interest and Dividend Income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - Credit 
Extraordinary Deductions 
Power Production 1,408,948 
Transmission Expense 543 
Distribution Expense 3,535 

Customer Accounts (299) 
Gas Operations 

Customer Service & Informational Expenses 
Sales Expenses 
Maintenance of General Plant - -  

Total Expense - Income Statement $ 1,412,727 

EXPENSE - Balance Sheet 
107 Construction Work in Progress $ 3,548,324 
108 Accumulated provision for depreciation of utility plant 525 
163 Stores Expense Undistributed 558,358 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 67,603 - 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet $ 4,174,810 

[Schedule Page: 305 Line No.: 20 Column: y 
Meters 
EXPENSE - Income Statement 
401 Operation Expense $ 34,868 
415 Jobbing and Contract Work 
416 Costs and expenses of merchandising, jobbing, and contract work 
41 7 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
I FERC FORM NO. 60 (NEW 12-05) 

Allowance for borrowed funds used during construction - Credit 

I --- 
Footnotes.10 



Name of Respondent 
. . -  

05/0 1/2007 Duke Energy Shared Services, Inc. l(2) _ _ A  Res;bmission l__ 

FOOTNOTE DATA t 
This Report is: 
(1) X An Original 

500-557 
560-573 
580-598 
807-894 
901 -905 
908-91 0 
91 1-916 
935 

Power Production 
Transmission Expense 
Distribution Expense 
Gas Operations 
Customer Accounts 
Customer Service & Informational Expenses 
Sales Expenses 
Maintenance of General Plant 

Total Expense 

3,539 
2,675,660 

57,216 
242,054 

79 

1,202 - 
Income Statement $ 3,014,618 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet 

$ S6,8Uo 
1 13,737 

878,156 

$ 1,048,883 
190 - 

ISchedule Page: 305 Line No.: 27 Column: y 
Planning 
EXPENSE - Income Statement 
40 1 
415 
41 6 
417 
419 
42 1 
432 
435 
5 0 0 - 5 5 7 
560-573 
580-598 
807-894 
90 1-905 
908-91 0 
91 1-916 
935 

Operation Expense 
Jobbing and Contract Work 
Costs and expenses of merchandising, jobbing, and contract work 
Revenues from Nonutility Operations 
Interest and Dividend Income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - Credit 
Extraordinary Deductions 
Power Production 
Transmission Expense 
Distribution Expense 
Gas Operations 
Customer Accounts 
Customer Service & Informational Expenses 
Sales Expenses 
Maintenance of General Plant 

Total Expense - Income Statement 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet 

$ 

1,483 

1,660 
67,012 

$ 70,155 

$ 

- 
-_---I 

I FERC FORM NO. 60 (NEW 12-05) Footnotes.1 I -  I 



C;IW NO. 201 1-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

Name of Respondent This Report is: Resubmission Date 
(1 ) ls. An Original (Mo, Da, Yr) 

05/ai/2007 

Year of Report 

2006 

EXPENSE - Balance Sheet 

108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits - 

107 Construction Work in Progress $ 
Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet $ 

Duke Energy Shared Services, Inc. 

33,694,331 
75,762 

1,437,291 
34 

35,843,927 
636,509 - 

(2) _ _ A  Resubmission 

EXPENSE - Income Statement 

415 Jobbing and Contract Work 
416 
417 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 
560-573 Transmission Expense 
580-598 Distribution Expense 
807-894 Gas Operations 
901-905 Customer Accounts 
908-910 Customer Service & Informational Expenses 
91 1-91 6 Sales Expenses 
935 Maintenance of General Plant 

401 Operation Expense 

Costs and expenses of merchandising, jobbing, and contract work 

Allowance for borrowed funds used during construction - Credit 

. $  

5 

589 
59,999 



Case NO. 201 1-124 
AG-DR-01-037 (i) attachment 
Page 1 of 76 

This Report is: 
(1 ) X An Oriainal 

Resubmission 
(Mo, Da, Yr) . , -  

Total Expense - Income Statement $ 60,593 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of titility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet $ 

!Schedule Page: 305 L- w 
Rates 
EXPENSE - Income Statement 
401 Operation Expense 
415 Jobbing and Contract Work 
416 Costs and expenses of merchandising, jobbing, and contract work 
4 17 Revenues from Nonutility Operations 
419 Interest and Dividend Income 
421 Miscellaneous non-operating income 
432 
435 Extraordinary Deductions 
500-557 Power Production 
560-573 Transmission Expense 
580-598 Distribution Expense 
807-894 Gas Operations 
901-905 Customer Accounts 
908-91 0 Customer Service & Informational Expenses 
911-916 Sales Expenses 
935 Maintenance of General Plant 

Allowance for borrowed funds used during construction - Credit 

Total Expense - Income Statement 

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneolls Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet 

$ 

434,807 

$ 434,807 

$ 

816 

$ 816 

ISchedule Page: 305 Line No.: 25 Column: y 
Transpotfation 
EXPENSE - Income Statement 
401 Operation Expense $ 2,443 
415 Jobbing and Contract Work 
416 
41 7 

Costs and expenses of merchandising, jobbing, and contract work 
Revenues from Nonutility Operations 

419 Interest and Dividend Income 
I FERC FORM NO. 60 (NEW 12-05) Footnotes.13 I 



This Report is: -1 (1 1 X An Original 
Name of Respondent Resubmission Date 

(Mo, Da, Yr) 

42 1 
432 
435 
5 0 0 - 5 5 7 
5 6 0 - 5 7 3 
580-598 
807-894 
90 1-905 
908-9 10 
911-916 
935 

. , -  
Shared Services, lnc. l(2) _. A Resibmission 

Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - Credit 
Extraordinary Deductions 
Power Production 
Transmission Expense 
Distribution Expense 
Gas Operations 
Customer Accounts 
Customer Service & Informational Expenses 
Sales Expenses 
Maintenance of General Plant 

05/0 1/2007 

102 
58,154 

54 

I otai txpense - Income S ~ € m t - $ ~ 6 0 7 5 ~  

EXPENSE - Balance Sheet 
107 Construction Work in Progress 
108 
163 Stores Expense Undistributed 
182 Other Regulatory Assets 
183 
184 Clearing accounts 
186 Miscellaneous Deferred Debits 

Accumulated provision for depreciation of utility plant 

Preliminary Survey and investigation charges 

Total Expense - Balance Sheet 

$ 43,445 
5,269 

7,535,962 

$ 7,584,676 

’ LFERC FORM NO. 60 (NEW 12-05) Footnotes. 14 



Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Shared Services, Inc (1) $An Original 
(2) n A Resubmission 05/0 112007 

(Mo. Da, Yr) 

1 I For the name of department (Column A), list each department or service function. 

Year/Period of Rep0 

Dec31, 2006 

Name 01 Deparlmenl Depl Salary Expense Included Dept Salary Expense 
in Amounts Bill lo Olhers Included in Amounls Bill lo 

E ~ (a) ~ TolalPb;lwnt ~ “1 
Parent Company 

- 
1 Accounling 27.156.978 558.95 

2 

Dept Salary Expense 
Included in Arnounls Bill lo 

Olhers 

OIher Associates 
( 4  

26,598,021 

Markeling and Cuslomer Relations 888,952 31 888,921 

Depl Salary Expense 
Included in Amounts Bill lo 

OIhers 

Nonassociales 
(e) 

14,554,614 

1,339,463 

2,098,105 

Number of Personnel 
End 01 Year 

11.514 14,543,100 

75 1,339,388 

1 ,330 2,097,075 

- 

(9 

7 Execulive 

li 

25,318,036 171.340 25,146,696 

8 IFaciiiIies 

3; 

1; 

3,525,9101 1 4,878 I 351 1,0321 

9 Finance 78,372,586 30,907270 

51 

47.465.316 

t 

4,122 4.122 

13 Internal Auditing 580.705 15.453 565,252 

14 llnveslor Relations 126.156 9,948 116,208 

15 16 Inlormalion Syslerns 14,983.202 29.382 14,953,820 

t 16 ]Legal 7,678.984 19.935 7,659,0491 

3% 

17 

18 

19 

Malerials Managernenl 1,099,979 4.105 1,095,074 

6,662 6,662 Melers 

Planninq 2,185,300 2.185.300 
- 

24 

25 I 

20 Power Engineering and Conslruclion 828,524 123 828.401 

2,63 

2.223.660 

FERC FORM NO. 60 (NEW 92-05) Page 306 

1 2,223,659 

4,723 81 4.715 

26 

27 -. 
28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

$0 

I 

- - ~  

243,325,334 33,357,51; 209,967,817 _- Total 



Name of Respondent 

Duke Energy Shared Services, Inc 

This Re or? Is: 
( 1 )  $An Original 
(2) D A  Resubmission 

Resubmission Date Yeadperiod of Repor 
(Mo. Da, Yr) 
05/01/2007 Dec31. 2006 

Line 
No. 

Title of Account Amount 

(a) 

Membership Fees and Dues 

1 1  I I 
12 I 

I 

2,938,362 

13 
14 
15 

~~ 

116 I I 

3 Directors' Fees 670,71: 

4 Miscellaneous Stores and Transportation Expenses ( 34,712 

5 Licenses, Permits, Regulation 503,121 

6 Director and Officer Liability Coverage 6,9)93;63f - 

17 
18 

38 
39 

40 Total 15,722,05€ -_ 

L 

121 I I 
122 I I 

23 
24 
25 
26 

127 I I 
28 
29 
30 
31 

34 
35 
36 



Name of Respondent 

Duke Energy Shared Services, Inc. 

1 I Use the space below for important notes regarding the statement of income or any account thereof 
2 Furnish particulars as to any significant increase in services rendered or expenses incurred at the end of the year 
3 Notes relating to financial statements shown elsewhere in this report may he indicated here by reference 

See Schedule XIV - Notes to Financial Statements 
I 

(Mo, Da, Yr) 
0510 112007 

This Report is: 
(1 ) X An Original 
(2) - A Resubmission 

I FERC FORM 60 (NEW 12-05) 308.1 -7 



Name of Respondent This Report is: Resubmission Date 
(1 ) X An Original (Mo, Da, Yr) 

Duke Energy Shared Services, Inc. (2) __ A Resubmission 05/0112007 

I 1 Attach a copy of service company's current organization chart 
I I 

ORGANIZATION CHART 

Year of Report 

2006 

I 
Chairman of the Board, President, and Chief Executive Officer 

- Executive 
I 

- Electric System 
Maintenance 
- Electric 
Transmission 
& Distribution, 
Engineering & 
Constniction 
-Environmental 
Health & Safety 
-Fuels 
-Marketing and 

-Meters and 
Transportation 
-Planning 
-Power Engineering 
and Construction 
-Power Planning and 
Operations 

Customer Relation: 

-Accounting 
-Finance 
-Information 
Systems 
-Investor 
Relations 
-Materials 
Management 
-Planning 
-Rates 

-Internal Audit 
-Legal 

-Planning 
-Public Affairs -Human Resources 

-Information 
Systems 

-Meters 
-Transportation 
-Rights of Way 

I 

1~ 1~ Ex;ec:ve j 
Group Executive Group Executive Advisor to 

&President, & President, Chairnian 
US Franchised Coinmercial President & 
Electric & Gas Businesses 

I FERC FORM 60 (NEW 12-05) 401.1 1 



Resubmission Date 
(Ma, Da, Yr) (I) X An Original 

05/0 112007 

Name of Respondent 

Duke Energy Shared Services, Inc. 

The allocation of expenses not directly attributable to a particular Client Company are based on the following factors: 

Year of Report 

2006 

1.  Sales Ratio 

A ratio, based on the applicable doniestic firm kilowatt-hour electric sales (andor the equivalent cubic feet of gas sales, where 
applicable), excluding intra-system sales, for a preceding twelve consecutive calendar month period, the numerator of which is 
for a Client Company and the denominator ofwhich is for all utility Client Companies (and Duke Energy Corporation’s 
non-utility and non-domestic utility affiliates, where applicable). This ratio will be determined annually, or at such time as may 

b e  reqnired3ue to a significant change. 

2. Electric Peak Load Ratio 

A ratio, based on the sum of the applicable monthly domestic firm electric maximum system demands for a preceding twelve 
consecutive calendar month period, the numerator of which is for a Client Company and the denominator of which is for all 
utility Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This 
ratio will be determined annually, or at such time as may be required due to a significant change. 

3. Number of Customers Ratio 

A ratio, based on the sum of the applicable doniestic firm electric customers (andor gas customers, where applicable) at the end 
of a recent month in the preceding twelve consecutive calendar month period, the numerator ofwhich is for a Client Company 
and the denominator of which is for all doniestic utility Client Companies (and Duke Energy Corporation’s non-utility and 
non-domestic utility affiliates, where applicable). This ratio will be detemiined annually, or at such time as may be required due 
to a significant change. 

4. Number of Employees Ratio 

A ratio, based on the applicable number of employees at the end of a recent month in the preceding twelve consecutive month 
period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the 
Service Company. This ratio will be determined annually, or at such time as may be required due to a significant change. 

5. Construction Expenditures Ratio 

A ratio, based on the applicable projected construction expenditures, net of reinibursenients, for the following twelve 
consecutive calendar month period, the numerator of which is for a Client Company and the denominator of which is for all 
Client Conipanies (and Duke Energy Corporation’s non-utility and lion-domestic utility affiliates, where applicable). Separate 
ratios will be computed for total construction expenditures and appropriate functional plant (Le., production, transnission, 
distribution, and general) classifications. This ratio will be deterniined annually, or at such time as may be required due to a 
significant change. 

6.  Circuit Miles of Electric Distribution Lines Ratio 

A ratio, based on the applicable installed circuit miles of domestic electric distribution lines at the end of the preceding calendar 
year, the numerator of which is for a Client Company and the denominator of which is for all domestic utility Client Companies. 
This ratio will be determined annually, or at such time as may be required due to a significant change. 

- I FERC FORM 60 (NEW 12-05) __ 402.1 1 



Duke Energy Shared Services, Inc. 

7. Circuit Miles of Electric Transmission Lines Ratio 

Resubmission Date Year of Report 

2006 

This Report is: 
(1 ) & An Original 
(2) _ _ A  Resubmission 

(Mo, Da, Yr) 
05/01/2007 

A ratio, based on the applicable installed circuit miles of domestic electric transmission lines at the end of the preceding calendar 
year, the numerator of which is for a Client Company and the denominator of which is for all domestic utility Client Companies. 
This ratio will be determined annually, or at such time as may be required due to a significant change. 

8. Number of Central Processing Unit Seconds Ratio 

A ratio, based on the sum of the applicable number of central processing unit seconds expended to execute mainframe computer 
sd3wareapphcatim&rxqprerxdin@consecutive calendar month period. the numerator of which is for a Client Company 
or Service Company Function, and the denominator of which is for all Client Companies, (and Duke Energy Corporation's 
non-utility and non-domestic utility affiliates, where applicable) and/or the Service Company. This ratio will be determined 
annually, or at such time as may be required due to a significant change. 

9. Revenues Ratio 

A ratio, based on the total applicable revenues for a preceding twelve consecutive calendar month period, the numerator of which 
is for a Client Company and the denominator of which is for all Client Companies (and Duke Energy Corporation's non-utility 
and non-domestic utility affiliates, where applicable). This ratio will be detemiined annually or at such time as may be required 
due to a significant change. 

10. Inventory Ratio 

A ratio, based on the total applicable inventory balance for the preceding year, the numerator of which is for a Client Company 
and the denominator of which is for all Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility 
affiliates, where applicable). Separate ratios will be computed for total inventory and the appropriate functional plant (Le., 
production, transnlission, distribution, and general) classifications. This ratio will be determined annually or at such time as may 
be required due to a significant change. 

11. Procurement Spending Ratio 

A ratio, based on the total amount of applicable procurement spending for the preceding year, the numerator of which is for a 
Client Company or Service Company Function and the denominator of which is for all Client Companies (and Duke Energy 
Corporation's non-utility and non-domestic utility affiliates, where applicable) and/or the Service Company. Separate ratios will 
be computed for total procurement spending and appropriate hnctional plant (Le", production, transmission, distribution, and 
general) classifications. This ratio will be determined annually or at such time as may be required due to a significant change. 

12. Square Footage Ratio 

A ratio, based on the total amount of applicable square footage occupied in a recent month in the preceding twelve consecutive 
month period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for 
all Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility affiliates, where applicable) and/or 
the Service Company. This ratio will be determined annually or at such time as may be required due to a significant change. 

13. Gross Margin Ratio 

A ratio, based on the total applicable gross margin for a preceding twelve consecutive calendar month period, the numerator of 
which is for a Client Company and the denominator of which is for all Client Companies (and Duke Energy Corporation's 
non-utility and non-domestic utility affiliates, where applicable). This ratio will be determined annually or at such time as may 
be required due to a significant change. 

I FERC FORM 60 (NEW 12-05) 402.2 - I 



-- 
Name of Respondent 

Duke Energy Shared Services, Inc. 

14. Labor Dollars Ratio 

(Mo, Da, Yr) 
05/0112007 

This Report is: 
( 1 ) 21 An Original 
(2) __ A Resubmission 

A ratio, based on the total applicable labor dollars for a preceding twelve consecutive calendar month period, the numerator of 
which is for a Client Company or Service Company Function and the denominator of which is for all Client Companies (and 
Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the Service Company. This 
ratio will be detemined annually or at such time as may be required due to a significant change. 

15. Number of Personal Computer Work Stations Ratio 

A ratio, based on the total number of applicable personal computer work stations at the end of a recent month in the preceding 
twelve consecutive month period, the numerator of which is for a Client Company or Service Company Function and the 
-ch is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, 
where applicable) andor the Service Company. This ratio will be determined annually or at such time as may be required due to 
a significant change. 

16. Number of Information Systems Servers Ratio 

A ratio, based on the total number of applicable servers at the end of a recent month in the preceding twelve consecutive month 
period, the numerator of which is for a Client Conipany or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the 
Service Company. This ratio will be deterniined annually or at such time as may be required due to a significant change. 

17. Total Property, Plant and Equipment Ratio 

A ratio, based on the total applicable Property, Plant and Equipment balance (net of accumulated depreciation and amortization) 
for the preceding year, the numerator of which is for a Client Company and the denoninator of which is for all Client Companies 
(and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be deterniined 
annually or at such time as may be required due to a significant change. 

18. Generating Unit MW Capability Ratio 

A ratio, based on the total applicable installed megawatt capability for the preceding year, the numerator of which is for a Client 
Company and the denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and 
non-domestic utility affiliates, where applicable). This ratio will be determined annually or at such time as may be required due 
to a significant change. 

402.3 --- I FERC FORM 60 (NEW 12-05) 1 
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Name of Respondent This Report is: Resubmission Date 

(1 ) X An Oriainal (Mo, Da, Yr) 
Year of Report 

I Attach a copy of the annual statement supplied to each associate service company in support of the amount of compensation for use of 

capital billed during the calendar year. 
None 

, I -  

I FERC FORM 60 (NEW 12-05) 403.1 I 





THIS FILING IS 

Item 1: IXJ An Initial (Original) OR c] Resubmission No. - 
Submission 

Case No. 2011-124 
AG-DR-01-037 (ii) attachment 
Page 1 of 83 

Form 60 Approved 
OMB No. 1902-0215 
Expires 02l2812010 

This report is mandatory under the Public Utility Holding Company Act of 2005, Section 1270, 
Section 309 of the Federal Power Act and 18 C F R g 366 23 Failure to report may result in 
criminal fines, civil penalties, and other sanctions as provided by law. The Federal Energy 
Requlatorv Commission does not consider this report to be of a confidential nature. 

~~ 

IExactLegal  Name of Respondent (Company) I YearofReport I 
I Duke Energy Shared Services, Inc. I Dec31, 2007 I 
FERC FORM NO. 60 (12-06) 



Case No. 2011-124 
AG-DR-01-037 (ii)  attachment 
rage 1 or 83 

GENERAL INSTRUCTIONS FOR FILING FERC FORM NO. 60 

I. Purpose 

Form No. 60 is an aruiual regulatory support requirement under 18 CFR 366.23 for centralized scrvice companies. The 
report is designed to collect financial information from centralized service companies subject to the jurisdiction of the 
Federal Energy Regulatoiy Commission. The report is considered to be a non-confidential public use form. 

11. Who Must Submit 

Unless the holding company system is exempted or granted a waiver by Commission rule or order pursuant to $9 18 CFR 
366 3 and 366.4 of this chapter, every centralized service company in  a holding cornpaiiy system must prepare and file 
electronically with the Commission the FERC Form No. 60 then in cffect pursuant to the General Instructions set out in 
this form. 

111. How to Submit 

Submit FERC Form No 60 clectronically through the Form No. 60 Submission Software. Retain one copy of each report 
for your files. For any resubmissions, submit the filing using tlic Form No. 60 Submission Software including a 
justification. 

IV. When to Submit 

Submit FERC Form No. 60 according to the filing date contained $ 18 CFR 366 23 of the Commission's regulations 

V. Preparation 

Prepare this report in conformity with the Uniform Systcm of Accounts (18 CFR 101 andor  17 CFR 256) (USof A). 
Interpret all accounting words and phrascs iii accordance with the IJSof A. 

VI. Time Period 

This report covers the entire calendar year. 

VII. Whole Dollar Usage 

Enter in whole numbers (dollars) only, except where otherwise noted. The amounts shown on all supporting pages must 
agree with the amounts ciitered on the statements that thcy support When applying thresholds to determine significance 
for reporting purposes, usc for balance sheet accounts the balanccs at the end of the current reporting pcriod, and use for 
statement of income accounts the current year's 
amounts. 

VIII. Accurateness 

Complete each question fully and accurately, even if it has been answered in a previous report. Enter the word "None" 
wherc it truly and completely states the fact. 

1X. Applicability 

For any page(s) that is not applicable to the respondent, omit the page(s) and enter "NONE," or "Not Applicable" in 
column (c) on the List of Schedules, page 2. 

1 



Case No. 2011-124 
AG-DR-01-037 (ii) attachment 
Page 1 of 83 

X. Date Format 

Enter the month, day, and year for all dates. Use customary abbreviations. The "Resubmission Date" included i n  the 
header of each pagc is to be completed only for resubmissions (see 111. above) 

XI. Number Format 

Generally, except for certain schcdules, all numbers, whethcr they are expected to be debits or credits, must be reported as 
positivc Numbers having a sign that is different from the expected sign must be rcported by use of a minus sign 

XII. Required Entries 

Do not make rcfcicnces to reports of previous years or to other reports instead of required entries, except as specifically 

XILI. Prior Year References 

Wherever (schedule) pagcs refer to figures from a previous year, the figurcs reported must bc based upon those shown by 
the report of the prcvious year, or an appropriate explanation given as to why the different figurcs were used 

XIV. Where to Send Comments on Public Reporting Burden 

The public reporting burden for the Form No. 60 collection of inforination is estimated to average 75 hours pcr response, 
including 

the time for reviewing instructions, searching cxisting data sources, - gathering and maintaining the data-needed, and 
completing and reviewing the collection of information. 

Send coinments regarding these burden cstiinates or any aspect of this collection of information, iiicluding suggestions for 
reducing burdcn, to: 

Federal Energy Rcgulatory Commission, 
888 First Street NE 
Washington, DC 20426 
(Attention: MI. Michael Millcr, ED-33); 

And to: 

Office of Information arid Regulatory Affairs, 
Office of Management and Budget, Washington, DC 20503 (Attention: Desk Officer for the Federal 
Energy Rcgulatory Commission). 

No person shall be subject to any penalty if any collection of information does not display a valid control number (44 
U.S.C. 35 12(a)). 

DEFINITIONS 
I. Respondent -- The person, corporation, or other legal cntity in whose behalf the report is made. 



11 Exact Legal Name of Respondent 

Duke Energy Shared Services, Inc. 

13 Previous Name (If name changed during the year) 04 Date of Name Change 

15 Address of Principal Office at End of Year 

526 South Church Street, Charlotte, NC 28201 

(Street, City, State, Zip Code) 

02 Year of Report 

Dec31. 2007 

06 Name of Contact Person 

Michael S Hendershott 
~ 

D8 Address of Contact Person 

400 South Tyron Street, Charlotte, NC 28201 

10 This Report is: 

( I )  B A n  Original 
(2) C I A  Resubmission 

07 Title of Contact Person 

Director Service Company Financial Accounting & Reporting 

09 Telephone Number of Contact Person 

(980) 373-7703 

11 Date of Report 
(Month, Day, Year) 

04/30/2008 

12 Date of Incorporation 

02/23/1994 

13 If Not Incorporated. Date of Organization I 
~ ~~ - 

14 State or Sovereign Power l lnder Which Incorporated or Organized 

DELAWARE 

15 Name of Principal Holding Company Under Which Reporting Company IS Organized 

Duke Energy Corporation - 
Signature Clause 

Pursuant to the requirements of the Public Utility Holding Company Act of 2005 and the rules and regulations of the 
Federal Energy Regulatory Commission issued thereunder, the undersigned company has duly caused this report to 
be signed on its behalf by the undersigned officer thereunto duly authorized 

16 Name of Signing Officer 

Steven K Young 

18 Signature of Signing Officer 

17 Title of Signing Officer 

Senior Vice President, Controller 

Steven K. Young 

9 Date Signed 
(Month, Day, Year) 

04/30/2008 

FERC FORM NO. 60 (NEW 12-05) Page 1 



rlame of Respondent 
Duke Energy Shared Services, Inc 

This Re ort Is: 
(1) $An Original 
(2) O A  Resubmission 

I Enter in Column (c) the terms "None" or "Not Applicable" as appropriate, where no information or amounts have been reported for 
:ertain pages. Omit pages where the responses are "None" or "Not Applicable." 

Resubmission Date Yeadperiod of Repor 
(Mo. Da. Yr) 
04/30/2008 Dec31, 2007 - 

Description 

(a) 

Remarks 
(c) 

Page Reference 
(b) 

10 1-1 02 

103 
;chedule I . Comparative Balance Sheet 
khedule I1 I Sewice Company Property 
khedule 111 . Accumulated Provision for Deoreciation and Amortization of Service Comoanv Prooertv 104 

105 khedule IV - Investments 
106 

-I OF----- 
-- jchedule V - Accounts Receivable from Associate Companies 

-1 - kuel Sock txpenses I17iaislibWd 
khedule VI1 - Stores Expense Undistributed 
;chedule Vlll . Miscellaneous Current and Accrued Assets 
;chedule IX - Miscellaneous Deferred Debits 

lot-Applieable--- 
lone 108 

109 lot Applicable 

khedule X - Research, Develooment. or Demonstration Expenditures lot Applicable 

lot Applicable 

111 
20 1 
202 

ichedule XI - Proprietary Capital 
khedule XI1 - LongTen Deb1 
khedule Xlll - Current and Accrued Liabilities 
khedule XIV . Notes to Financial Statements 

203 
204 

khedule XV - Comoarative Income Statement - 30 1 
302 \ccount 457 - Analysis of Billing -Associate Companies 

\ccount458 - Analysis of Billing - Nonassociate Companies 
;chedule XVI . Analysis of Charges for Service - Associate and Nonassociate Companies 
ichedule XVll - Schedule of Exoense Distribution bv DeDartment or Service Function 

303 Jone 
304 
305 

lccounl920 - Deoartmental Analvsis of Salaries 306 
307 \ccount 930 2 -Miscellaneous General Expenses 

khedule XVlll - Notes to Statement of Income 
Iroanization Chart 

308 
40 1 

sthods of Allocation 402 
403 Jone \nnual Statement of Compensation for Use of Capilal Billed 

FERC FORM NO. 60 (NEW 12-05) Page 2 



Case No. 2011-124 
AG-DR-01-037 (ii)  attachment 
Page 1 of83 - 

Name of Respondent This Re ori Is: Resubmission Date Year/Period of Repoi 
Duke Energy Shared Services, Inc (1) $An Original 04/30/2008 (Mo, Da, Yr) 

Dec31, 2007 (2) n A  Resubmission - 
Schedule I - Comparative Balance Sheet 

1. Give balance sheet of the Company as of December 31 of the current and prior year. 
2 If additional accounts are needed, provide them in a footnote on the appropriate line. 

Description 
(b) 

Reference 
Page No 

(C) 

As of Dec 31 As of Dec 31 
Current Prior 

(d) (e) 

Account 
Number 

Service Company Property 

- 103 

1 103 

Other Accounts (provide details in a footnote) 103 

Total Property (Total of Lines 2.4) 

ILess. Other Accounts (provide details in a footnote) I 
lNet Service Companv PropertV (Total of Lines 5-7) I 
Investments 

In Associate Companies I 105 

124 Other Investments -+ Other Accounts (provide details in a footnote) 

Total Investments (Total of Lines 10-12) 

131 [Cash 

134 lother Special Deposits 

135 IWorking Funds I 
136 ]Temporary Cash Investments I 105 

I 56: 

141 INotes Receivable I 
143 (Accounts Receivable 

144 ILess Accumulated Provision For Uncollectible Accounts 
I 

4,476,938 3,700,15! 

4! 

106 

I 107 

99,338,314 126,437,45! 

I 1 154 Materials and Supplies 

163 ISIores Expense Undistributed I 108 

- . ~  

Other Accounts (provide details in a footnote) 

I Total Current and Accrued Assets (Total of Lines 15-28) I 
Deferred Debits I 

184 lClearino Accounts I 
2,043,86: 17,552,446 

113,012,785 170,885,512 -t 190 Accumulated Deferred Income Taxes 

lother Accounts (provide details in a footnote) 

Total Deferred Debits (Total of Lines 31-36) 

TOTAL ASSETS AND OTHER DEBITS (TOTAL OF LINES 8,13,29 and 37) 
I 

I 
130,565,231 172,929,371 

302,573,482 I 383,222,99' 

FERC FORM NO. 60 (NEW 12-05) Page 101 
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Name of Respondent This Re orl Is: Resubmission Date Yeadperiod of Repo 

Duke Energy Shared Services, Inc. 
(Mo, Da. Yr) 
04/30/2008 Dec31, 2007 

(1) d A n  Original 
(2) n A  Resubmission .- 

Schedule I - Comoarat ive Balance Sheet (continued) 

302,573,482 

I 

383,222,99 

__ 
As of Dec 31 

~ 

As 0::; 31 
Current Prior 

Description 
(b) 

ieferenc 
'age No 

(c) 

Acwunt 
Number 

(a) 
Jne  
N o  

- 
39 

40 

41 

42 

43 

44- 

45 

46 

47  

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

6 7  

68 

69 

70 

71 

72 

73 

- 

._ 

- 
- 
- 
- 
- 
- 
- 
- 

- 

- 

- 
- 
- 
_I 

- 
- 

- 

- 
- 
-- 
- 
- 
- 
- 

I- 

- 

lproorietarv CaDital 

201 ]Common Stock Issued 201 

201 
- 

21 1 IMiscellaneous Paid-In-Capital 

201 

201 
- 

~ Qther.Acmuots(prnyjfledetail~na.fnotnok) ---I--- Total Proprietary Capital (Total of Lines 40-44) 
- 

( =124,225)1 ( 259,566,481 

202 

202 

226 ILess: Unamortized Discount on LongTerm Debt-Debit 

lother Accounts (provide details in a footnote) 

I Total Lons-Term Debt (Total of Lines 47-51) 

Current and Accrued Liabilities 

Provision For Pensions and Benefits 165,054,372 154,044,591 --- 
78,329,2111 45,498,881 

203 

203 
- 51,367,647 77,887,68: 

17,428,881 I 13,137.00: 

( 28,459655 3.527.456 I 236 Taxes Accrued 

237 (Interest Accrued 
~ 

I 
2.103.626 I 9.756.08! 241 Tax Collections Payable --I-- 242 Miscellaneous Current and Accrued Liabilities 

- 
203 54,537.284 48,849,381 

243 IObliaations Under Capital Leases - Current I T O t h e r A c w u n t s  (provide details in a footnote) I 

372,348,477 I 320,713,97 I Total Current and Accrued Liabilities (Total of Lines 64-64) 

Deferred Credits --I--- 253 Other Deferred Credits 
__ 

145,588,651 321,85355, 

Total Deferred Credits (Total of Lines 67-69) 

282 IAccumulated Deferred Income Taxes 

Other Accounts (provide details in a footnote) 

I TOTAL LIABIL.ITIES AND PROPRIETARY CAPITAL (TOTAL OF LINES 45,52,65,70,71 AND 

FERC FORM NO. 60 (NEW 12-05) Page 102 



Case No. 2011-124 
AG-DR-01-037 (ii)  attachment 
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(1) 21 An Original 
(2) __ A Resubmission 

Name of Respondent 

Duke Energy Shared Services, Inc. 
FOOTNOTE DATA 

[Schedule Page: 101 Line No.: 2 Column: e J 
The prior year amount for account 101 has been restated by $44,887,435 to reflect 
reclassification of purchase accounting adjustments from the 101 to 108 account. 
ISchedule Page: 101 Line No.: 4 Column: d J 
106 Completed Construction Not Classified - Electric $1 05,575 
/Schedule Page: 101 Line No.: 4 Column: e 
106 Completed Construction Not Classified - Electric $36,090 

The prior year amount for account 108 has been restated by $44,887,436 to reflect 
reclassification of purchase accounting adjustments from the 101 to 108 account. 

1 1 1 Accumulated Provision for amortization of electric utility plant $26,356,894 
ISchedule Page: I01 Line No.: 7 Column: e 
11 1 Accumulated Provision for amortization of electric utility plant $9,108,033 
ISchedule Page: 101 Line No.: 44 Column: d 
208 Donations Received from Stockholders $46,530,776 
21 9 Accumulated Other Conprehensive Income (Loss)J$25,296,021) 

208 Donations Received from Stockholders 

7 
ISchedule Page: 101 Line No.: 6 Column: e -- - I  

- - - - - - l S & e d u / & & ~ r L Q U i ~ - -  7 ~ ~ L u m t x  d -. ___ _I 

ISchedule Page: I01 Line No.: 44 Column: e -a 
2 19 Accumulated Other CompHensive Income (Loss) ($37,444,870) -~ 
ISchedule Page: I01 Line No.: 71 Column: d ____ 7 
ISchedule Page: I01 Line No.: 71 Column: e = 

($669,224) 

Includes 283 Accumulated Deferred Income Taxes - Other of $358,241- 

Includes 283 Accumulated Deferred Income Taxes - Other of $20,991 

[ FERC FORM NO. 60 (NEW 12-05) Footnotes.1 -’ 



Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Shared Services, Inc 
(2) n A  Resubmission 04/30/2008 
(1) &An Original (Mo. Da, Yr) 

Title of Account I Balance at Beqinning I Additions I Retirements or Sales 

Yeadperiod of Repoi 

Dec31,  2007 

1 301 Organization 

1 2 1 -  /Total Service Company Property (Total I 

2 1303 ]Miscellaneous intangible Plant I 87,002,479 

I I 

3,373,0691 

Other Changes Balance at End of Year 

(9 ~ (9) 

10 

11 

90,375,541 F 

311 Otherproperty 

Other Acmunts (provide details in a 

footnote) 

I 

I 5,810,151 

I 103.1 80.251 

FERC FORM NO. 60 (NEW 12-05) Page 103 
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AG-DR-01-037 (ii)  athclrrnent 
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Name of Respondent This Report is: 
(1 ) X An Original 

Duke Energy Shared Services, Inc. (2) _ _ A  Resubmission 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

a4/30/2008 2007 

[Schedule Page: 103 Line No.: 12 Column: c 
Beginning property balances were restated from the 2006 Form 60. In 2006 amounts were transferred out of Accumulated 
Depreciation (108) to Plant in Service (101) as a result of Duke Energy's purchase of Cinergy Corp. Amounts should have 
remained in FERC accounts 101 and 108 and should not have been transferred. The records were subsequently corrected to 
reverse the initial transfer. Adjustment total was $44,887,435. 
[Schedule Page: 103 Line No.: 14 Column: g w 

Beginning Other 
Balance Changes 

107 Construction Work in Progress $1 9,187,918 (8,587,061 ) 
p 103 Line No.: 15 C o l u w g  

Beginning Other 
Balance Changes 

107 Construction Work in Progress $90,320 (72,76 1 ) 

I FERC FORM NO. 60 (NEW 12-05) Footnotes.1 I 



Game of Respondent 

Duke Energy Shared Services, Inc. 

This Re ort Is: 
(1) $An Original 
(2) A Resubmission 

1. Provide an explanation of Other Charges in Column (9 considered material in a footnote 

Resubmission Date YearlPeriod of Report 
(Mo. Da. Yr) 
04/3a/2008 Dec31. 2007 

2 Describe other property (Account 31 1) in a footnote 

4cwunt Description 
Vurnber 7 (b) 

01 Iorqanization 

03 (Miscellaneous lntanaible Plant 

li  land and Rights 

Structures and Improvements 

Leasehold Improvements 

07 ]Equipment 

08 bffice Furniture and Equipment 

09 Automobiles, Other Vehicles and Related I Garaqe Equipment 

Aircraft and Airport Equipment 

Other Accounts (provide details in a 
footnote) 

(Total of Lines 1-10) 

FERC FORM NO. 60 (NEW 12-05) 

Balance at Beginning 
of Year 

(c) 

Additions 
Charged To 
Acmunt 403 

( 4  

I 
3,008,7971 516,08f 

I 
-- 

54.63 1,340 18.094.94( __ 

Page 104 

Retirements 

(e) 

Other Changes 
Additions 

(Deductions) 
(9 

Balance at 
Close of Year 

64,810,532 I 

3,524,881 7 
4,390,867 7 

72,726,280 
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Page 1 of 83 

Resubmission Date 
(Mo, Da, Yr) (1) & An Original 

Duke Energy Shared Services, Inc. 04/30/2008 

Name of Respondent Year of Report 

2007 

[Schedule Page: 104 Line No.: I Column: c 
Beginning Accumulated depreciation and amortization balances were restated from the 2006 Form 60. In 2006 amounts were 
transferred out of Accumulated Depreciation (108) to Plant in Service (101) as a result of Duke Energy's purchase of Cinergy Corp. 
Amounts should have remained in FERC accounts 101 and 108 and should not have been transferred. The records were 
subsequently corrected to reverse the initial transfer. Adjustment total was $44,887,435. 

FERC FORM NO. 60 (NEW 12-05) Footnotes.1 1 



Jarne of Respondent 

Duke Energy Shared Services, Inc. 

This Re ort Is: 
(1) d A n  Original 
121 r"I A Resubrnission 

Schedule IV - Investments 

Resubrnission Date Yeadperiod of Repor 
(Mo, Da, Yr) 
04/30/2008 Dec31, 2007 

1. For Other Investments (Account 124), in a footnote state each investment separately, with description including the name of the 

2. For Temporary Cash Investments (Account 136), list each investment separately in a footnote. 
issuing company, number of shares held or principal investment amount. 

Balance at Beginning 
of Year 

(c) 

15,030,07E 

15,030,07€ 

Balance at Close of 
Year 

15,740,67: 

15,740,67: 

FERC FORM NO. 60 (NEW 12-05) Page 105 



Case No. 2011-124 
AG-DR-01-037 (ii) attachment 
Page 1 of 83 

(1 ) & An Original 
(2) -A Resubmission 

(Mo, Da, Yr) 
Name of Respondent 

Duke Energy Shared Services, Inc. 
FOOTNOTE DATA 

[Schedule Page: 105 Line No.: 2 Column: d 
Balance at Beginning Balance at Close 

of Year of Year 

Rabbi Trust $1 1,336,455 $12,004,622 
Cash Surrender Value of Executive 

Life Insurance Policies $3,693,623 $3,736,050 

..1 -* 
Footnotes.1 I FERC FORM NO. 60 (NEW 12-05) 
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Name of Respondent This Re ort Is: Resubmission Date Yeadperiod of Repor 

Duke Energy Shared Services, Inc. (2) n A  Resubmission 04/30/2008 Dec31, 2007 
(1) $An Original (Mo. Da. Yr) 

Schedule V -Accounts Receivable from Associate ComDanies 

37 
38 
39 

40 

1 I List the accounts receivable from each associate company. 
2 If the service company has provided accommodation or convenience payments for associate companies, provide in a separate 
footnote a listing of total payments for each associate company by subaccount. 

Total 126,437,455 99,338,314 

Account Title of Account Balance at Beginning of Year Balance at Close of Year 
h e  Number (4 ( 4  
No (a) (b) 

4 Duke Energy Ohio, Inc 9,465,127 9,601,879 
5 Duke Energy Kentucky, Inc 2,540,179 2,237,946 

Duke Energy Indiana, Inc 16,286,300 11,912,756 6 
7 KO Transmission Company 6,423 

-- 

15 
16 

20 
21 
22 
23 
24 

-- 

27 
28 

29 
30 

32 
33 
34 +e- 1 

1 

FERC FORM NO. 60 (NEW 12-05) Page 106 
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Resubmission Date 
(Mo, Da, Yr) (1) &An Original 

04/30/2008 

Year of Report 

2007 

]Schedule Page: 106 Line No.: 9 Column: d i 
Duke Energy Business Services, LLC receivable includes amounts from other associate companies detailed in Account 457. 

.- 
Footnotes1 I FERC FORM NO. 60 (NEW 12-05) 



Case No. 2011-124 
AG-DR-01-037 (ii)  attachment 
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Name of Respondent This Re or! Is: Resubmission Date Yeadperiod of Repo 

Duke Energy Shared Services, Inc (2) [1 A Resubmission 04/30/2008 Dec31, 2007 

Schedule VI - Fuel Stock Expenses Undistributed 

1 List the amount of labor in Column (c) and expenses in Column (d) incurred with respect to fuel stock expenses during the year and 
indicate amount attributable to each associate company. 
2. In a separate footnote, describe in a narrative the fuel functions performed by the service company 

(Mo, Da, Yr) (1) $An Original 

- 

31 
32 
33 
34 
35 
36 
37 

-3 i i  
39 

40 Total 

Account Title of Account 
Line Number 
No (a) (b) 

1 152 Fuel Stock Expenses Undistnbuted 
2 Associate Company 

3 
4 
5 
6 
7 
8 
9 
10 
1 1  

12 
13 
14 
15 

- 

22 

24 
25 
26 
27 

- 

128 I 1 

Labor 

(c) 

. .  . 

-- 

_I 

Expenses 

(4 

Total 

(8) 

1 

1 



Case No. 2011-124 
AG-DR-01-037 (ii)  attachment 
Page 1 of 83 

Name of Respondent This Re ort Is: Resubmission Date Yeadperiod of Repor 

Duke Energy Shared Services, Inc. 
(2) [-'1A Resubmission 04/30/2008 Dec31. 2002 

(Mo. Da, Yr) (1) $An Original 

Schedule VI1 -Stores ExDense Undistr ibuted 

I 1. List the  amo i in t  of labor  in C o l u m n  (c) a n d  expenses in Co lumn (d) incurred with respect  to s tores expense during the year a n d  
indicate amount at t r ibutable to  each  associate company.. 

Acwunt Tille of Account 
Line Number 
No. (a) (b) 

1 163 Stores Expense Undistributed 
2 1  I Associate Company: 
3 1  I 

6 
7 
8 
9 

12 
13 
14 
15 
16 

17 
18 
19 

121 I I 
22 
23 
24 

27 
28 
29 

32 
33 
34 

Lo /Total i 

Labor Expenses 

I 
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Name of Respondent This Re ort Is: Resubmission Date YearlPeriod of Repor 

Duke Energy Shared Services. Inc. (2) n A  Resubmission 04/30/2008 Dec31, 2007 
(1) An Original (Mo, Da, Yr) 

Schedule Vlll - Miscel laneous Current and Accrued Assets 

- 17 
18 

19 
20 

1. Provide detail of items in this account. Items less than $10,000 may be grouped, showing the number of items in each group. 

Accuunt Title of Account 
IL ineI  Number I 

I I 
1 174 I Miscellaneous Current and Accrued Assets 
2 1  I Item List: 

3 
4 
5 
6 

- 

9 t : 
I I 

12 I 

I I 

22 I 

24 
25 
26 

29 
30 
31 

34 
35 
36 

FERC FORM NO. 60 (NEW 12-05) Page 109 

Balance at Beginning of Year I Balance at Close of Year 

t 



Name of Respondent 

Duke Energy Shared Services, Inc 

This Re ort Is: Resubmission Date YearlPeriod of Repoi 
(1) d A n  Original 
(2) [-']A Resubmission 

(Mo. Da. Yr) 
04/30/2008 Dec31, 2007 

h e  
No 

I I I 

4 1  i Life lnsuranzol icy Loans 1.107.140 I 1.1 18.985 

Account Title of Account Balance at Beginning of Year Balance at Close of Year 
Number (d (d) 

(a) (b) 

1 186 

2 

3 
-_ 

_ _  __ 
-- Miscellaneous Deferred Debits 

Items List: 

Olher M scellaneous Delerred Debils 61 722 162 933 
- 

5 
6 

20 I I 

Intangible Asset - Noncomplete agreement 875.000 208,334 

16,062,194 Vacation Accrual Regulatory Asset - _ - ~ - -  

21 
22 
23 
24 

7 

9 
10 
11 
12 
13 

I I I I 

25 I 

E--------- 

_I 

26 
27 
28 
29 

15 
16 
17 

I -- I I I 

.- 30 I 
31 
32 
33 
34 

I I I I 

35 I 

I I 

17,552,446 2,043,862 I 
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Name of Respondent This Report is: Resubmission Date Year of Report 
(1 ) X An Original i- Duke Energy Shared Services, Inc. --T-- (2) _ _ A  Resubmission 2007 

FOOTNOTE DATA 

\Schedule Page: I10 Line No.: 6 Column: d 
Balance represents the portion of the vacation liability that gets allocated to regulated companies. 

[ FERC FORM NO. 60 (NEW 12-05) Footnotes.1 - -I 



Name of Respondent 

Duke Energy Shared Services, Inc 

This Re ort Is: 
(1) &An Original 
(2) n A  Resubmission 

year. 

Resubmission Date Yeadperiod of Report 
(Mo, Da. Yr) 
04/30/2008 Dec31, 2007 

1 I Describe each material research, development, or demonstration project that incurred costs by the service corporation during the 

I Account 
Number 

Title of Account 

(b) 

I 
I88 I Research. DeveloDment< or Demonstraiion Ex~enditures 

I Project ~ i s t :  
I 

Total 

FERC FORM NO. 60 (NEW 12-05) Page 111 

Amount 
(e) 



\lame of Respondent This Re orl Is: Resubmission Date 

Duke Energy Shared Services, Inc 
(Mo, Da, Yr) 
04/30/2008 

( 1 )  d A n  Original 
(2) n A Resubmission 

1. For miscellaneous paid-in capital (Account 21 1) and appropriate retained earnings (Account 215), classify amounts in each account, 
with a brief explanation, disclosing the general nature of transactions which give rise to the reported amounts. 
2 For the unappropriated retained earnings (Account 216), in a footnote, give particulars concerning net income or (loss) during the 
year, distinguishing between compensation for the use of capital owed or net loss remaining from servicing nonassociates per the 
General Instructions of the Uniform System of Accounts. For dividends paid during the year in cash or otherwise, provide rate 
aercentaoes. amount of dividend. date declared and date I 

- 

Yeadperiod of Repoll 

Dec31, 2007 

Account 
Number 

Title of Account 

(b) 
(a) I 

01 I Common Stock Issued 

-1-1- 
15 I Appropriated Retained Earnings 
16 I thX4DDrODnated Retained Eaminss 

d. 

Description 

(c) 

Amount 

(4 
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Name of Respondent 

Duke Energy Shared Services, Inc. 
(Mo, Da, Yr) 

04/30/2008 

This Report is: 
(1 ) X An Original 
(2) __A Resubmission 

/Schedule Page: 201 Line No.: 5 Column: d 
208 Donations Received from Stockholders $46.530.776 
21 1 Miscellaneous Paid-in-Capital ($229,489,811) 
21 9 Accumulated Other Comprehensive Income (Loss) ($25,296,02 1) 
[ S c h e m e :  201 Line No.: 7 Column: d 
Reflects the adoption of measurement date transition requirements of SFAS No. 158 effective January 1, 2007 by remeasuring 
plan assets and benefit obligations as of that date. Previously, a September 30 measurement date was used for the defined 
benefit and other post-retirement plans. This change is reflected as an adjustment to opening retained earnings and reflects 
expense that would otherwise have been recorded and allocated from DESS for the three months from September 30 to January 
1. 

- I FERC FORM NO. 60 (NEW 12-05) Footnotes. 1 I 



Case No. 2011-124 
AG-DR-01-037 (ii)  att;rchment 
Page 1 of 83 

Name of Respondent This Re or? Is: Resubmission Date Year/Period of Repo 

Duke Energy Shared Services, Inc 
(Mo, Da, Yr) 
04/30/2008 Dec31, 2007 

( 1 ) $An Original 
(2) n A  Resubmission 

Schedule XI1 - Long Term Debt 

1 I For the advances from associate companies (Account 223), describe in a footnote the advances on notes and advances on open 
accounts. Names of associate companies from which advances were received shall be shown tinder the class and series of obligation 
in Column (c), 
2. For the deductions in Column (h), please give an explanation in a footnote. 
3. For other long-term debt (Account 224), list the name of the creditor company or organization in Column (b). 

Title 01 Account 

Obligation 

I 
._ 

I I 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

I 

- 
- 

14 224 Other Long-Term Debt 

15 List Creditor. 

16 

17 

18 

19 

23 

24 
- 

25 I I 

27 

28 TOTAL 
- - 

._. 
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Name of Respondent 

Duke Energy Shared Services, Inc. 

This Re ori Is: 
( 1 )  d A n  Original 
(2) n A Resubmission 

Resubmission Date Yeadperiod of Repor 
(Mo. Da, Yr) 
04/30/2008 Dec31, 2007 

Schedule XI11 -Current  and Accrued Liabil it ies 

1. Describe in a footnote the balance of notes and accounts payable to each associate company (Accounts 233 and 234). 
2. In a footnote, give description and amount of miscellaneous current and accrued liabilities (Account 242). Items less than $10,000 
may be grouped, showing the number of items in each group. 

.ine 
No 

1 

2 

3 

4 
- 

- 

_._ 

Acwunt Title of Account 
Number (b) 

- (a) 

233 

234 

242 

Notes Payable to Associates Companies 

Accounts Payable to Associate Companies 

Miscellaneous Current and Accrued Liabilities 

(Total) 

___I__ 

Balance at Beginning 
of Year 

(c) 

139,874,071 

Balance at Close of 
Year 
(d) 

123,333.812 
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Case NO. 2011-124 
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Name of Respondent This Report is: Resubmission Date 
(1 ) X An Original (Mo, Da, Yr) 

04/30/2008 Duke Energy Shared Services, Inc. (2) _ _ A  Resubmission - 

Year of Report 

2007 

ISchedule Page: 203 Line No.: 7 Column: c 1 
Duke Energy Indiana, Inc. 26,445,587 
Cinergy Corp. 51,442,096 

/Schedule Page: 203 Line No.: I Column: d 2 
Cinergy Corp. $51,367,647 

ISchedule Page: 203 Line No.: 2 Column: c 
Cinergy Wholesale Energy, Inc. $1 43,922 
Duke Energy Carolinas, LLC ($8,128) 
BukeERefgqLGorporation % W O  1 8308 

\Schedule Page: 203 Line No.: 2 Column: d 
Cinergy Wholesale Energy, Inc. $5,222 
Duke Energy Carolinas, LLC ($8,128) 
Duke Energy Corporation $1 7,431,787 

/Schedule Page: 203 Line No.: 3 Column: c i 
Reserve for Employee Retirement and Vacation Entitlement 
Reserve for Severance - Purchase Accounting 
Reserve for Incurred But Not Reported MedicaVDental Costs 
Other Miscellaneous Current and Accrued Liabilities (1) 

$29,256,137 
$15,722,353 
$3,868,349 

$2,547 

(1) The beginning balance for Other Miscellaneous Current and Accrued Liabilities is made up of a grouping of two items. 

-Page: 203 Line No.: 3 Column: d 
Reserve for Employee Retirement and Vacation Entitlement 
Reserve for Severance - Purchase Accounting 
Reserve for Incurred But Not Reported MedicallDental Costs 
OPEB FAS 106 - Current Liabilities 
OPRB FAS 112 - Current Liabilities 
NQ FAS 87 - Current Liabilities 
Accrued Salaries and Wages 
Accrual for Joint Owner Audit 
Other Miscellaneous Current and Accrued Liabilities (1 ) 

$38,250,185 
$4,307,148 
$3,187,806 

$95,022 
$941,705 

$4,949,022 
$2,762,922 

$22,500 
$20,974 

(1) The balance at the close of the year for Other Miscellaneous Current and Accrued Liabilities is made up of a grouping of 
seven items. 

-. I FERC FORM NO. 60 (NEW 12-05) Footnotes. 1 I 



Name of Respondent 

Duke Energy Shared Services, lnc. 

for important notes regarding the financial statements or any account thereof 
2. Furnish particulars as to any significant contingent assets or liabilities existing at the end of the year. 

3. Notes relating to financial statements shown elsewhere in this report may be indicated here by reference - 

This Report is: Resubmission Date Year of Report 
(1) X An Original (Mo, Da, Yr) 
(2) - A  Resubmission 04/30/2008 2007 

1. Summary o f  Significant Accounting Policies 

(a) Nature o f  Operations 

Cinergy, a Delaware corporation organized in 1993, owns directly or indirectly all outstanding common stock of its public utility 
subsidiaries, Duke Energy Ohio, Inc (Duke Energy Ohio) and its wholly owned public utility subsidiary, Duke Energy Kentucky, Inc. 
(Duke Energy Kentucky) and Duke Energy Indiana, Inc. (Duke Energy Indiana) (formerly PSI Energy, Inc.), as well as Cinergy 

I n v e s t m e n t ~ b I n c ,  (hvestments) and Duke Energy Shared Services, Inc. (DESS). Investments, which is Cinergy’s non-regulated 
investment holding company, is involved in cogeneration and energy efficiency investments and energy marketing. DESS provides 
administrative, management, and support services to Cinergy’s subsidiaries. 

On April 3,2006, in accordance with their previously announced merger agreement, Duke Energy Corporation (Old Duke Energy) and 
Cinergy merged into wholly owned subsidiaries ofDuke Energy I-iolding Corp. (Duke Energy HC), resulting in Duke Energy NC 
becoming the parent entity. In connection with the closing of the merger transactions, Duke Energy I-iC changed its name to Duke 
Energy Corporation (New Duke Energy or Duke Energy) and Old Duke Energy converted into a limited liability company named 
Duke Power Company LLC (subsequently renamed Duke Energy Carolinas, LLC). As a result of the merger transactions, each 
outstanding share of Cinergy common stock was converted into 1.56 shares of common stock of Duke Energy, which resulted in the 
issuance of approximately 3 13 million shares of Duke Energy common stock. See Note 2 for additional infomiation regarding the 
merger. 

(b) Use of Estimates. 

To conforni to generally accepted accounting principles (GAAP) in the United States, management makes estimates and assumptions 
that affect the amounts reported in the Consolidated Financial Statements and Notes. Although these estimates are based on 
management’s best available knowledge at the time, actual results could differ. 

(c) Regulation 

DESS was subject to regulation by the Securities and Exchange Commission (SEC) under the Public Utility Holding Company Act of 
193.5 (PIJI-ICA 1933,  through Febniary 8, 2006. The PUIJCA I935 was replaced with the Utility Holding Company Act of 2005 
(PUCI-IA ZOOS), under the Federal Energy Regulatory Conmission’s (FERC) jurisdiction. In 2005, as approved by the SEC, Cinergy 
began using the FERC chart of accounts for reporting purposes and is now under the FERC’s ,jurisdiction pursuant to PUI-ICA 2005. 

(d) Service Company Property 

DESS’ property includes computer software, property and equipment that is in use, being held for future use, or under construction and 
is recorded at its original cost, which includes: 

0 materials; 
contractor fees; 

D salaries; 
0 payroll taxes; 
0 fringe benefits; and 
D other miscellaneous amounts. 

Deprecialion and Amortiza fiou 

Provisions for depreciation are determined by using the straight-line method applied to the cost of depreciable plant in service. The 
effective annual depreciation rate for 2007 was 6.60% and for 2006 was 8.40%. Software is amortized over a five-year period at an 

--- 
-- 1- 60 (NEW 12-05) 204.1 I 



- 
Name of Respondent This Report is: Resubmission Date 

(1) X An Original (Mo, Da, Yr) 
Duke Energy Shared Services, Inc. (2) _ _ A  Resubmission 04/30/2008 

annual rate of 20% 

Year of Report 

2007 

(e) Federal and State Income Taxes 

As a result of Duke Energy’s merger with Cinergy, Cinergy entered into a tax sharing agreement with Duke Energy, where the separate 
return method is used to allocate tax expense or benefits to the subsidiaries whose investments or results of operations provide these 
tax expenses or benefits. The accounting for income taxes essentially represents the income taxes that Cinergy would incur if Cinergy 
was a separate company filing its own tax return as a C-corporation.. 

Management evaluates and records contingent tax liabilities and related interest based on the probability of ultimately sustaining the 
tax deductions or income positions. Management assesses the probabilities of successfully defending the tax deductions or income 
positiansbas ~ a t u t ~ j ~ ~  rative authority. . .  

(f) Employee Benefit ObIigations 

SFAS No. 158, issued in October 2006 by the FASB, changes the recognition and disclosure provisions and measurenient date 
requirements for an employer’s accounting for defined benefit pension and other postretirenient plans. The recognition and disclosure 
provisions require an employer to ( I )  recognize the funded status o fa  benefit plan-measured as the difference between plan assets at 
fair value and the benefit obligation-in its statement of financial position, (2) recognize as a component of other comprehensive 
income, net of tax, the gains or losses and prior service costs or credits that arise during the period but are not recognized as 
components of net periodic benefit cost, and (3) disclose in the notes to financial statements certain additional infomiation. SFAS 
No. 1.58 does not change the amounts recognized in the income statement as net periodic benefit cost. Cinergy recognized the funded 
status of its defined benefit pension and other postretirenient plans and provided the required additional disclosures as of December 3 1, 
2006. The adoption of SFAS No. I58 recognition and disclosure provisions resulted in an increase in total assets of approximately $71 
million (consisting of an increase in regulatory assets of $4.5 million and an increase in deferred tax assets of $26 million), an increase 
in total liabilities of approximately $1 12 million and a decrease in accumulated other comprehensive income (AOCI), net of tax, of 
approximately $42 million as of December 3 I ,  2006. The adoption of SFAS No. 1.58 did not have any material impact on Cinergy’s 
consolidated results of operations or cash flows 

Under the measurement date requirements of SFAS No. 1.58, an employer is required to measure defined benefit plan assets and 
obligations as of the date of the employer’s fiscal year-end statement of financial position (with limited exceptions). Historically, 
Cinergy has measured its plan assets and obligations up to three months prior to the fiscal year-end, as allowed under the authoritative 
accounting literature. Cinergy adopted the change in measurement date effective January 1, 2007 by renieasuring plan assets and 
benefit obligations as of that date, pursuant to the transition requirements of SFAS No. 1.58. For additional information on employee 
benefit obligations, see Note 6. 

(9) Income and Expenses 

DESS provides to the affiliated companies a variety of centralized adnlinistrative, management, and support services in accordance 
with agreements approved by the FERC under the PUHCA 200.5. The costs of these services are charged on a direct basis or, for 
general costs which cannot be directly attributed, based on predetemiined allocation factors defined in the service agreements between 
DESS and the client companies. (See Methods of Allocation.) 

(h) Predecessor and Successor Reporting 

Due to the impact of push-down accounting, the financial statements and certain note presentations separate Cinergy’s presentations 
into two distinct periods, the period before the consunmation of the merger (labeled “Predecessor”) and the period after that date 
(labeled “Successor”), to indicate the application of different basis of accounting between the periods presented. 

2. Duke Energy/Cinergy Merger 

On April 3,2006, the nierger between Duke Energy and Cinergy was consummated. For accounting purposes, the effective date of the 
nerger was April 1 ,  2006. The merger combined the Duke Energy and Cinergy regulated franchises as well as deregulated generation 
in the Midwestern United States (Midwest). 
I FERC FORM 60 (NEW 12-05) -. 204.2 1 



of Respondent This Report is: 
(1) X An Oriainal 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

Based on the market price of Duke Energy conunon stock during the period, including the two trading days before, through the two 
trading days after, May 9, 200.5, the date Duke Energy and Cinergy announced the merger, the transaction is valued at approximately 
$9.1 billion and has resulted in goodwill recorded at Cinergy of approximately $4.5 billion, none of which is deductible for tax 
purposes. 

. , -  
Duke Energy Shared Services, Inc. )(2) __ A Res;bmission a4/30/2008 2007 

Schedule XIV- Notes to Financial Statements -.--- 

The amount of goodwill results from significant strategic and financial benefits expected to be realized by Cinergy including: 

fl 
0 stronger utility business platforni; 
U 

0 
0 
0 
0 greater customer diversity; 
0 combined expertise; and 
0 significant cost savings synergies. 

increased financial strength and flexibility, 

greater scale and fuel diversity, as well as improved operational efficiencies for the merchant generation business, 

improved reliability and customer service through the sharing of best practices, 
increased scale and scope of the electric and gas businesses with stand-alone strength; 
complementary positions in the Midwest; 

A - b r o a d e ~ c d - e - l l e e t r i w i i & r i b u t i o I l p l m ;  

3. Common Stock 

DESS is authorized to issue 100 shares of Common Stock at a par value of five cents ($.OS) per share and had 70 shares outstanding at 
December 3 1, 2007, and December 3 1,2006. Cinergy holds all of DESS’ outstanding common stock.. 

4. Notes Receivable from Associate Companies 

DESS participates with Duke Energy and other Duke Energy subsidiaries in a money pool arrangement to better manage cash and 
working capital requirements. Under this arrangement, those companies with short-term funds may provide short-term loans to 
affiliates participating under this arrangement. Prior to the merger, DESS participated in a similar money pool arrangement with 
Cinergy and other Cinergy subsidiaries. As of December 3 1,2007 and December 31,2006, all short-term loans outstanding under this 
arrangement were among Cinergy and its consolidated subsidiaries. 

5. Leases 

DESS has entered into operating lease agreements for various facilities and properties, such as computer, communication and 
transportation equipment, and office space. Total rental payments on operating leases for each of the past two years are detailed 
below. The following is also a sununary of future minimum lease payments under operating leases, which at inception had a 
noncancelable term of more than one year, as of December 3 1,2007, for DESS: 

Lease Expense Estimated Minimum Payments 

2006 2007 2008 2009 2010 2011 2012 after Total 
There- 

(ill l ? l i / ~ i O l 7 5 )  

DESS $ 47 $ 39 $ 1 0 $ 5  $ 3  $ 2  $ 1  $ 1 8 $ 3 9  

6. Employee Benefit Obligations 

Cinergy Retirement Plans. Cinergy maintains qualified, non-contributory defined benefit retirement plans. The plans cover 
employees using a cash balance formula. IJnder a cash balance formula, a plan participant accumulates a retirement benefit consisting 
of pay credits that are based upon a percentage (which varies with age and years of service) of current eligible earnings and current 
interest credits. Certain legacy Cinergy employees are covered under plans that use a final average earnings formula. Under a final 
average earnings formula, a plan participant accumulates a retirement benefit equal to a percentage of their highest 3-year average 



This Report is: 
(1 ) & An Original 

earnings, plus a percentage of their highest 3-year average earnings in excess of covered compensation per year of participation 
(maximum of 3.5 years), plus a percentage of their highest 3-year average earnings times years of participation in excess of 3.5 years. 
Cinergy also maintains non-qualified, non-contributory defined benefit retirement plans which cover certain executives. 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

Duke Energy's policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefits to be paid to plan 
participants. Duke Energy contributed to the legacy Cinergy qualified retirement plans, approximately $3.50 nlillion and $ I24 million 
for the twelve months ended December 3 I ,  2007 and the nine months ended December 3 1,2006, respectively. No amounts were 
contributed for the three months ended March 3 1,2006. 

(2) - A  Resubmission a4/30/2008 

Actuarial gains and losses are amortized over the average remaining service period of the active employees. The average remaining 
service period of the active employees covered by the retirement plan is 1 1 years. Cinergy determines the market-related value of plan 

2007 

Cinergy adopted the funded status recognition and disclosure provisions of SFAS No. 1.58 effective December 3 1, 2006. Cinergy 
adopted the change in measurement date transition requirements of SFAS No. 1.58 effective January 1 ,  2007 by remeasuring plan 
assets and benefit obligations as of that date. Previously, Cinergy used a September 30 measurement date for its defined benefit and 
other post-retirement plans. 

As a result of the change in measurement date, net periodic benefit cost of approximately $21 million for the three month period 
between September 30,2006 and December 3 1 ,  2006 was recognized, net of tax, as a separate reduction of retained earnings as of 
.January 1 ,  2007. Approximately $10 million in deferred tax assets were recorded during the second quarter of2007, as a separate 
reduction of retained earnings as of January 1,2007. In addition, as reflected in the table below, changes in plan assets and plan 
obligations between September 30, 2006 and December 31,2006 not related to net periodic benefit cost were recognized, net of tax, as 
an adjustnient to AOCI and regulatory assets 

The table below identifies significant changes to the individual line items in Cinergy's Consolidated Balance Sheets during the twelve 
months ended December 3 1,2007 due to the factors above, for the Cinergy retirement and other post-retirement plans (amounts in 
brackets represent credits). 

Successor(a) 
Adoption of SFAS No. 

158 measurement 

(in millions) 
December 31,2006 date provisions January 1,2007 

Accrued pension & other postretirement benefit costs (1,273) 
Regulatory Assets 45 
Deferred income tax assets 25 
Accumulated other comprehensive loss, net of tax 42 
Retained earnings _ _  

(a) See Note 1 for additional information on Predecessor and Successor reporting. 

Qualified Pension Plans 

Components of Net Periodic Pension Costs for Qualified Pension Plans 

Successor(a) Predecessor(a) 
Nine Months Three Months 

Ended 
March 31, 

Twelve Months 
Ended Ended 

December 31, December 31, 
2007 2006 

(in millions) 

(1,351) 
23 
60 
93 
_ _  

F R C  FORM 60 (NEW 12-05) 204.4 I 
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Resubmission Date Year of Report 
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04/30/2008 2007 

Service cost $ 41 $ 37 
Interest cost on prqjected benefit 

obligation 115 82 
Expected return on plan assets (126) (7.3) 
Amortization of prior service cost 5 2 

6 Amortization of loss - 

Other 8 - 

Net Periodic Pension S 43 $ 54 $ 18 

(a) See Note 1 for additional information on Predecessor and Successor reporting. 
(b) Includes immaterial amounts reflected in Income (Loss) From Discontinued Operations, net of tax, in the Consolidated Statements 

of Operations. 
(c) Excludes approximately $ I7 million for the twelve months ended December 3 1,2007 and approximately $15 million for the nine 

months ended December 3 1,2006 of regulatory asset amortization resulting from purchase accounting. 

Net Periodic Pension Costs for Cinergy and DESS for Qualified Pension Plans were as foIlows: 

Successor(a) Predecessor(a) 

Twelve Months Nine Months Three Months 
Ended Ended Ended 

December 3 1, December 3 1, March 3 1, 
2007 2006 2006 

(in millions) 
$ 43 $ 61 $ 18 

18 20 6 

(a) See Note 1 for additional information on Predecessor and Successor reporting. 
(b) Includes amounts related to DESS 

Qualified Pension PIans-Other Changes in Plan Assets and Projected Benefit Obligations 
Recognized in Accumulated Other Comprehensive Income and Regulatory Assets and Regulatory Liabilities 

Regulatory assets, net decrease 
Regulatory liabilities, net increase 
Accumulated other comprehensive loss 

Deferred income tax liability 
Adoption of SFAS No.] 58 measurement date provisions 
Actuarial gains and prior service cost arising during 2007 
Amortization of prior year prior service cost 

For the year ended 
December 3 1,2007 

(in millions) 
$ (59) 

(27) 

$ 22 
24 

(77) 
(4) 

Net amount recognized in Accumulated other comprehensive loss $ (35) 

Reconciliation of Funded Status to Net Amount Recognized: Qualified Pension Plans 

LFERC FORM 60 (NEW 12-05) 204.5 I 



(1) &An Original 
Name  of Respondent 

Duke Energy Shared Services, Inc. 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Adoption of SFAS No. 158 measurement date provisions 
Service cost 
Interest cost 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

04/30/2008 2007 

Successor (a) 
As of and for the Years 

ended December 31 
2007 - 2006 

(in millions) 
-- 

$ 1,976 $ 1,751 
77 
41 48 

115 I07 

__ 

Actuarial losses / (gains) (151) I37 
Benefits paid (1 17) ( 8 3 )  
Amendments 
Curtailments 

3 
13 

- 
__ 

Obligations at measurement date $ 1,941 $ 1,976 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Adoption of SFAS No. 158 measurement date provisions 
Actual return on plan assets 
Benefits paid 
Employer contributions 

$ 1,302 $ 1,169 
49 

117 92 
( 1  17) (83) 
350 124 

- 

Plan assets at measurement date $ 1,701 $ 1,302 

(a) See Note 1 for additional information on Predecessor and Successor reporting. 

The accumulated benefit obligation was $ I  ,753 million at December 3 1, 2007 and $1,688 million at September 30,2006. 

Qualified Pension Plans-Amounts Recognized in the Consolidated Balance Sheets Consist of: 

Successor (a) 

Accrued pension liability 

Net amount recognized 

(a) See Note 1 for additional infomiation on Predecessor and Successor reporting. 

As of and for the Years 
ended December 31 
2007 2006 

(in millions) 
$ (240) $ (674) 

$ (240) $ (674) 

As a result of the adoption of SFAS No. 158, certain previously unrecognized amounts were recognized in the amounts noted above 
with an offset to AOCI, Deferred Income Taxes and Regulatory Assets as of December 3 1,2006. 

The following table provides the amounts related to Cinergy's qualified pension plans that are reflected in Other Regulatory Assets and 
Deferred Debits, Deferred Credits and Other Liabilities and Accumulated Other Comprehensive Loss on the Consolidated Balance 
Sheets at December 3 1,2007: 

Qualified Pension Plans-Amounts Recognized in Accumulated Other Comprehensive Loss and Regulatory Assets Consist of: 
Successor (a) 

As of and for the Years ended December 31 
2007 _.___ 2006 

(in millions) 
I FERC FORM 60 (NEW 12-05) 204.6 
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32 
- 

Regulatory assets $ (27) $ 
Regulatory liabilities (27) 
Accumulated other coniprehensive loss 

Deferred inconie tax asset $ (3) $ (22) 
Prior service cost 38 2 
Net actuarial (gain) loss (30) 60 - 

Net amount recognized-Accumulated other comprehensive loss $ S $  40 

(a) See Note 1 for additional information on Predecessor and Successor reporting. 

Of the amounts above, approximately $4 million of unrecognized prior service cost and approximately $1 million of regulatory assets 
will be recognized in net periodic pension costs in 2008. 

Additional Information: 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

04/30/2008 2007 

Qualified Pension Plans-Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets as of December 
31, 

Successor (a) 
2007 2006 

(in millions) 
Prqjected benefit obligation $ 1,619 $ 1,976 
Accuniulated benefit obligation 1,444 1,688 
Fair value of plan assets 1,392 1,302 

(a) See Note 1 for additional information on Predecessor and Successor reporting. 

Qualified Pension Plans- Assumptions Used for Cinergy’s Pension Benefits Accounting 

Successor (a) 
2007 2006 

(percentages) 
Benefit Obligations 
Discount rate 6.00 5.75 
Salary increase 5.00 5.00 
Determined Expense 
Discount rate@) 5.75 5.50-6.00 
Salary increase 5.00 5.00 
Expected long-term rate of return on plan assets 8.50 8.50 

(a) See Note 1 for additional infomiation on Predecessor and Successor reporting. 
(b) Discount rate for Successor was 5.75% and 6.00% for the twelve months ended December 3 I ,  2007 and nine months ended 

December 3 1,2006, respectively. Discount rate for Predecessor was 5.50% for the three months ended March 3 I ,  2006. 

The discount rate used to deternline the pension obligation is based on a AA bond yield curve. The yield is selected based on bonds 
with cash flows that match the timing and amount of the expected benefit payments under the plan. For legacy Cinergy plans, the 
discount rate used in 2006 to detemiine expense reflects remeasurement as of April 1,2006 due to the merger between Duke Energy 
and Cinergy. 

Qualified Pension Plan Assets: 

Successor (a) 
Percentage of Plan Assets at Target 

Allocations 
I FERC FORM 60 (NEW 12-05) 204.7 1 



Name of Respondent This Report is: Resubmission Date 
(1) X An Original (Mo, Da, Yr) 

Duke Energy Shared Services, Inc. (2) -A  Resubmission 04/3 0/2008 

Asset Category December 31, September 30, 
2007 - 2006 - 

U.S. equity securities 46% 469'0 46% 

Debt securities 32 32 32 
Real Estate 4 4 3 

Total 100% 100% 100% 

(a) See Note I €or additional infomiation on Predecessor and Successor reporting. 

Non-U.S. equity securities 18 18 19 

Year of Report 

2007 

Assets for both the pension and other post-retirement benefits are maintained in a Master Trust. The investnient objective of the master 
trust is t ~ h i ~ ~ ~ m  W e r e t m r r s o n n - a s t a s ~ u ~ ~ ~ ~ n i d e n t - ~ ~ l ~ ~ ~ o ~ ~ ~ o - ~ k ~ ~ ~ ~ ~ r ~ ~ ~ e ~ f ~ ~ i ~ n ~ ~ ~ i ~ ~ e  
security of benefits for plan participants. The asset allocation targets were set after considering the investment objective and the risk 
profile with respect to the trust. U.S. equities are held for their high expected return. Non-US. equities, debt securities, and real estate 
are held for diversification. Investments within asset classes are to be diversified to achieve broad market participation and reduce the 
impact of individual managers or investments. Cinergy regularly reviews its actual asset allocation and periodically rebalances its 
investments to the targeted allocation when considered appropriate. 

Successoda) 
Twelve Months Nine Months 

Ended 
December 31, December 31, 

2007 - 2006 
(in millions) 

Ended 

- 
Service cost $ I $  2 $  
Interest cost on projected benefit obligation 6 5 
Amortization of prior service cost 1 3 

The long-temi rate of return of 8.5% as of December 3 1,2007 was developed using a weighted-average calculation of expected returns 
based primarily on future expected returns across classes considering the use of active asset managers. The weighted-average returns 
expected by asset classes were 4.3% for U S .  equities, 1.7% for Non-U.S. equities, 2.2% for fixed income securities, and 0.3% for real 
estate. 

Predecessor(a) 
Three Months 

Ended 
March 31, 
- 2006 

I 
2 
1 

Non-Qualified Pension Plans 

Successorta) 

Twelve Months Nine Months 
Ended Ended 

December 3 1, 
2007 2006 

December 3 1, 

Components of Net Periodic Pension Costs for Non-Qualified Pension Plans 

Predecessor(a) 
Three Months 

Ended 
March 3 1, 

2006 

Amortization of loss 

Net Periodic Pension Costs@) 

S I  1 

$ 8 %  '5 I $  5 

(a) See Note I for additional information on Predecessor and Successor reporting. 
(b) Includes immaterial amounts reflected in Inconie (Loss) From Discontinued Operations, net of tax, in the Consolidated Statements 

of Operations 
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Nonqualified Pension Plans-Other Changes in Plan Assets and Projected Benefit Obligations 
Recognized in Accumulated Other Comprehensive Income and Regulatory Assets 

Year of Report 

2007 

For the year ended 
December 31,2007 

(in millions) 
Regulatory assets, net decrease $ (4) 

Deferred income tax asset (2) 
Adoption of SFAS No. 158 nieasurenient date provisions 
Actuarial gains arising daring 2007 ( 3 )  
Amortization of prior year actuarial loss (1) 
Amortization of prior year prior service cost (1) 

Accumulated other comprehensive loss 

15 

Net amount recognized in Accumulated other comprehensive loss $ 8  

Cinergy (b) s 8 $ 6 
DESS 7 5 

Reconciliation of Funded Status to Net Amount Recognized: Non-Qualified Pension Plans 

$ 2 
2 

Successor (a) 
As of and for the Years 

ended Dccember 31 
2006 -- 2007 

-(in millions)_ 
Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Adoption of SFAS No. 158 measurement date provisions 
Service cost 
Interest cost 
Actuarial losses / (gains) 
Benefits paid 
Amendments 

Obligation at measurement date $ 

Plan assets at prior measurement date 
Change in Fair Value of Plan Assets 

Benefits paid 
Employer contributions 

Plan assets at measurenient date $ 

Funded status $ 
Contributions between measurement date and year end 

Net amount recognized $ 

$ 

(a) See Note 1 for additional infomiation on Predecessor and Successor reporting. 

- $ -  

(10) (75) 

- $ -  

(105) $ (114) 

(10.5) $ (9.5) 

10 75 

19 __ 

..I 
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Resubmission Date 
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The accuniulated benefit obligation was $102 million at December 3 1, 2007 and $109 million at September.30,2006 

, I -  

Duke Energy Shared Services, Inc. ((2) __ A Reshnission 

Non-Qualified Pension Plans-Amounts Recognized in the Consolidated Balance Sheets Consist of:-as of December 31, 

04/30/2008 2007 

Successor (a) 
2006 

-(in millions)_ - 
-.. 2007 -- 

Accrued pension liability(b) 
$ (10.5) $ (95) 

(a) See Note 1 for additional infomiation on Predecessor and Successor reporting. 
(b) Includes approximately $7 million and $28 million recognized in Other within Current Liabilities on the Consolidated Balance 

Sheets as of December 3 1,2007 and 2006, respectively. 

As a result of the adoption of SFAS No. 1.58, certain previously unrecognized amounts were recognized in the amounts noted above 
with an offset to AOCI, Deferred Income Taxes and Regulatory Assets as of December 3 1,2006. 

The following table provides the amounts related to Cinergy’s non-qualified pension plans that are reflected in Other Regulatory 
Assets and Deferred Debits and Accumulated other comprehensive loss on the Consolidated Balance Sheets at December 3 1, 2007: 

Non-Qualified Pension Plans-Amounts Recognized in Accumulated Other Comprehensive Loss and Regulatory Assets 
Consist of: -as of December 31, 

Regulatory assets 
Accumulated other comprehensive loss/(inconie) 

Deferred income tax liability (asset) 
Prior service cost (credit) 
Net actuarial loss (gain) 

Successor (a) 

(in millions) 
2006 - ~ - . ~  2007 

$ - $  4 

Net amount recognized-Accumulated other comprehensive loss/(income) $ 7 $  

(a) See Note I for additional infomiation on Predecessor and Successor reporting. 

Of the amounts above, approximately $1 million of prior service cost will be recognized in net periodic pension costs in 2008 

Additional Information: 

Non-Qualified Pension Plans-Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets: - as of 
December 31, 

Projected benefit obligation 

Successor (a) 
2007 2006 
(in millions) 

$ 105 $ 114 

-- -- 

Accumulated benefit obligation 102 109 

LFERC FORM 60 (NEW 12-05) 204.10 -, 
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Fair value of plan assets - - 

(a) See Note 1 for additional inforniation on Predecessor and Successor reporting. 

Non-Qualified Plans-Assumptions Used for Cinergy's Pension Benefits Accounting 

Successor (a) 

(percentages) 
- 2007 2006 

Benefit Obligations 
Lliscount rate 6.60 5.75 
Salary increase 5 00 5.00 
Determined Expense 
Discount rate@) 5.75 5 50-6.00 
Salary increase 5.00 5.00 

(a) See Note 1 for additional infomation on Predecessor and Successor reporting. 
(b) Discount rate for Successor was 5.75% and 6.00% for the twelve nionths ended December 31,2007 and nine months ended 

December 31,2006, respectively. Discount rate for Predecessor was 5.50% for the three months ended March 31,2006. 

The discount rate used to determine the pension obligation is based on a AA bond yield curve. The yield is selected based on bonds 
with cash flows that match the timing and amount of the expected benefit payments under the plan. For legacy Cinergy plans, the 
discount rate used in 2006 to detemiine expense reflects remeasurement as of April I ,  2006 due to the merger between Duke Energy 
and Cinergy. 

Other Post-Retirement Benefit Plans 
Cinergy provides some health care and life insurance benefits for retired employees on a contributory and non-contributory basis. 
Employees are eligible for these benefits if they meet age and service requirements at retirement, as defined in the plans. 

During the year ended December 3 1, 2007, Duke Energy contributed approximately $32 inillion to the legacy Cinergy other 
post-retirement plans. 

These benefit costs are accrued over an employee's active service period to the date of full benefits eligibility. The net unrecognized 
transition obligation is amortized over approximately 20 years. Actuarial gains and losses are amortized over the average remaining 
service period ofthe active employees. The average remaining service period of the active employees covered by the plan is 12 years 

Components of Net Periodic Other Post-Retirement Benefit Costs 

Successor(") 

Twelve Months Nine Months 
Ended Ended 

December 3 1, December 3 1, 

(in millions) 
Service cost $ 6 $  5 
Interest cost on projected benefit obligation 30 20 

3 Amortization of loss - 

2007 2006 

Predecessor(") 

Three Months 
Ended 

March 3 1, 
2006 

$ 2 
6 
2 

Net periodic other post-retirement benefit costs(b)(c) $ 36 $ 28 $ 10 

(a) See Note 1 for additional information on Predecessor and Successor reporting. 
(b) Includes immaterial amounts reflected in Income (L.oss) From Discontinued Operations, net of tax, in the Consolidated Statements of 
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(1 ) An Original 
(2) _ _ A  Resubmission 

Operations. 
(c) Excludes approximately $1 1 million for the twelve months ended Deccmber 31, 2007 and approximately $7 million for the nine months ended 

December 3 1,2006 O f  regulatory asset amortization resulting from purchase accounting. 

Cinergy (b) $ 36 $ 3 3 
DESS 10 6 

Net Periodic Other Post-Retirement Benefit Costs for Cinergy and DESS were as follows: 

Success0 r(a) 
Twelve Months Nine Months 

Ended Ended 
December 3 1, December 3 1, 

2007 2006 

$ 10 
2 

Predecessoda) 
Three Months 

Ended 
March 3 1, 

2006 

Other Post-Retirement Benefit Plans-Other Changes in Plan Assets and Projected Benefit Obligations 
Recognized in Accumulated Other Comprehensive Income and Regulatory Assets 

Regulatory assets, net decrease 
Accumulated other coniprehensive loss 

Deferred income tax asset 
Adoption of SFAS No.1.58 measurement date provisions 
Actuarial gains and prior service cost arising during 2007 

Net amount recognized in accuniulated other comprehensive loss 

Reconciliation of Funded Status to Accrued Other Post-Retirement Benefit Costs 

For the year ended 
December 31,2007 

(in millions) 
$ (53) 

Successor (a) 
As of and for the Years 

ended December 31 
- 2006 - 2007 

(in millions) 
Change in Projected Benefit Obligation 
Obligation at prior nieasurenient date $ 497 $ 414 
Adoption of SFAS No. 158 measurement date provisions 
Service cost 6 7 
Interest cost 30 26 

__ 26 

Actuarial losses / (gains) (75) 7 3 
Participant contributions 15 11 

(34) Benefits paid (38) 
Accrued Retiree Drug Subsidy 3 

Obligation at measurement date $ 464 $ 497 

Change in Fair Value of Plan Assets 

- 

1 FERC FORM 60 (NEW 12-05) 204.12 ---I -- 
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Resubmission Date Year of Report 
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Plan assets at prior measurement date 
Benefits paid 
Eniployer contributions 
Plan participants’ contributions 

Plan assets at measurement date 

Funded status 
Contributions between measurement date and year end 

Net amount recognized 

(a) See Note 1 for additional information on Predecessor and Successor reporting 

$ - -  $ -  

5s 2 3 
1s 11 

$ 32 $ - -  

8 

(38) (34) 

$ (432) $ (497) 

$ (432) $ (489) 

- 

Other Post-Retirement Benefit Plans-Amounts Recognized in the Consolidated Balance Sheets Consist of:-as of 
December 31, 

Successor (a) 
2007 2006 

{in millions).. 
-- -- 

Accrued post-retirement liability(b) $ (432) $ (489) 

Net amount recognized $ (432) $ (489) 

(a) See Note 1 for additional information on Predecessor and Successor reporting. 
(b) Includes approximately $2 million and $27 million recognized in Other within Current Liabilities on the Consolidated Balance 

Sheets as of December 3 1,2007 and 2006, respectively. 

As a result of the adoption of SFAS No. 158, certain previously unrecognized amounts were recognized in the amounts noted above 
with an offset to AOCI, Deferred Income Taxes and Regulatory Assets as of December 3 1 ,  2006. 

The following table provides the amounts related to Cinergy’s other post-retirement benefit plans that are reflected in Other Regulatory 
Assets and Deferred Debits and Accumulated other comprehensive loss on the Consolidated Balance Sheets at December 3 1,2007: 

Other Post-Retirement Benefit Plans-Amounts Recognized in Accumulated Other Comprehensive Loss and Regulatory 
Assets Consist of: - as of December 31, 

Regulatory assets 
Accumulated other comprehensive income 

Deferred income tax asset 
Net actuarial loss 

Successor (a) 

(in millions) 
2007 2006 

(44) $ 9 

(4) 
11 

Net amount recognized-accuniulated other comprehensive loss 9 $  7 

(a) See Note 1 for additional information on Predecessor and Successor reporting. 

Of the amounts above, approximately $1 million of regulatory assets will be recognized in net periodic pension costs in 2008. 

Assumptions Used in Cinergy’s Other Postretirement Benefits Accounting 

Successor (a) 
- 2007 2006 

-1 
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(percentages) 
Benefit Obligations 
Discount rate 6.00 5.75 
Salary increase 5.00 N/A 
Determined Expense 

Salary increase 5.00 N/A 
Expected long-term rate of return on plan assets N/A N/A 

Discount rate@) 5.75 5 .5 0-6.00 

(a) See Note 1 for additional information on Predecessor and Successor reporting. 
(b) Discount rate for Successor was 5.75% and 6.00% for the twelve months ended December 3 1,2007 and nine nionths ended 

December 3 1,2006, respectively. Discount rate for Predecessor was 5.50% for the three months ended March 3 1,2006. 

. . -  
Duke Energy Shared Services, Inc. "I__ l(2) _ _ A  Resibmission 

The discount rate used to determine the pension obligation is based on a AA bond yield curve. The yield is selected based on bonds 
with cash flows that match the timing and amount of the expected benefit payments under the plan. For legacy Cinergy plans, the 
discount rate used in 2006 to determine expense reflects remeasurement as of April 1,2006 due to the merger between Duke Energy 
and Cinergy. 

a4/30/2008 

Other Post-Retirement Plan Assets 

Asset Category 

1J.S. equity securities 
Non-US. equity securities 
Debt securities 
Real estate 

Total 

Percentage of Plan Assets at 
Target December 31 

Allocation 2007 2006 
46% 46% 46% 
18 18 19 
32 32 32 
4 4 3 

I 00% 100% I 00% 

Assets for both the pension and other post-retirement benefits are maintained in a Master Trust. The investment objective of the trust is 
to achieve reasonable returns on trust assets, subject to a prudent level of portfolio risk, for the purpose of enhancing the security of 
benefits for plan participants. The asset allocation targets were set after considering the investment objective and the risk profile with 
respect to the trust. U.S. equities are held for their high expected return. Non-US. equities, debt securities, and real estate are held for 
diversification. Investments within asset classes are to be diversified to achieve broad market participation and reduce the impact of 
individual managers or investments. Cinergy regularly reviews its actual asset allocation and periodically rebalances its investments to 
the targeted allocation when considered appropriate. The long-ten rate of return of 8.5% as of Deceniber 3 1 ,  2007 for the Cinergy 
U.S. assets was developed using a weighted-average calculation of expected returns based primarily on future expected returns across 
asset classes considering the use of active asset managers. The weighted-average returns expected by asset classes were 4.3% for US .  
equities, 1.7% for Non-US. equities, 2.2% for fixed income securities, and 0.3% for real estate. 

Assumed Health Care Cost Trend Rates (b) 

Medical Trend Rate 

Prescription 
Drug Trend 
- Rate 

Successor (a) Successor (a) 
- 2007 - 2006 - 2007 - 2006 

Health care cost trend rate 

Rate to which the cost trend is 
assumed for next year 8.00% 8.50% 12.50% 13.00% 

assunied to decline (the 
5.00% 4.75% 5.00% 4.75% -- 

- I FERC FORM 60 (NEW 12-05) 204.14 1 
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ultimate trend rate) 

ultimate trend rate 20 1.3 2013 2022 2022 
Year that the rate reaches the 

Deferred Income Tax Liability $ 

(a) See Note I for additional information on Predecessor and Successor reporting. 
(b) Health care cost trend rates include prescription drug trend rates due to the effect of the Modernization Act. 

2007 2006 
(1,239,421) $ 22 1,942 

Sensitivity to Changes in Assumed Health Care Cost Trend Rates (in millions) 

Deferred Income Tax Asset 
Accrued pension and other benefit costs 

Successor (a) 
1-Percentage- 1-Percentage- 
Point Increase Point Decrease 

95,16 1,67 1 137,965,905 

Effect on total service and interest costs 
Effect on post-retirement benefit obligation 

(a) See Note 1 for additional information on Predecessor and Successor reporting. 

Cinergy expects to make the future benefit payments, which reflect expected future service, as appropriate. Cinergy expects to receive 
future subsidies under Medicare Part D. The following benefit payments and subsidies are expected to be paid (or received) over each 
of the next five years and thereafter. 

Expected Benefit Payments 
The following table presents Cinergy’s expected benefit payments to participants in its qualified, non-qualified and other 
post-retirement benefit plans over the next 10 years. These benefit payments reflect expected future service, as appropriate 

Qualified Plans Non-Qualified Plans Other Post-Retirement Plans (a) Total 
(in millions) 

Years Ended 
December 3 I ,  

2008 
2009 
2010 
201 1 
2012 

2013 - 2016 

$ 119 
126 
134 
140 
141 
71 1 

$ 7  
12 
7 
7 
7 

40 

$ 27 
28 
31 
3 3 
3.5 

197 

$ 1.53 
166 
I72 
180 
183 
948 

(a) Cinergy expects to receive future subsidies under Medicare Part D of approximately $1 million in each of the years 2008 - 201 2, 
and a total of approximately $8 during the years 201.3-2016. 

7. Income Taxes 

DESS’ net deferred income tax asset at December 3 1,2007, and 2006, is as follows: 

-1 - 
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Year of Report 

2007 

Net Deferred Income Tax Asset 1 $ 1  114,252,206 I $ /  170,663,570 

Other 
Total deferred income tax assets 

DESS will participate in the filing of a consolidated federal income tax return with Duke Energy for the year ended December 3 1,  
2007. The current tax liability is allocated among the members of the Duke consolidated group pursuant to a tax sharing agreement. 

17,851.114 32.9 19,607 
1 13,O 12,785 170,885,512 

A sununary of federal and state income taxes charged (credited) to income and the allocation of such amounts is as follows: 

Current Income Taxes 
Federal 
State 

Total current income taxes 

$ (51,280,135) $ (20,870,988) 
(6,372,669) (3,701,899) 

(57,652,804) (24,572,887) 

Deferred Income Taxes 
Federal 

Pension and other benefit costs 36,918,425 25,674,475 
Other 15,727,527 (2,860,774) 

Pension and other benefit costs 2,694,976 3,5893 14 

Total deferred income taxes 57,459,498 26,003,520 

State 

Other 2,118,570 (399,995) 

1,430,633 $ -__________ Total Income Taxes $ (193,306) 

8. Severance and Merger-Related Obligation 

Severur~e. During the year ended December 3 1, 2007, DESS recorded approximately $3 million of severance charges under Duke 
Energy and Cinergy’s ongoing severance plan. Future severance costs under this plan, if any, are currently not estimable. 

Successor (a) 

Balance at January 1,2007 &vision/ AdiustmenB Cash Reductions Balance at December 31,2007 
- -  - -  - - (in millions) _ _  

Severance Reserve $ 16 $ 3 $ (15) $ 4 

(a) See Note 1 for additional information on Predecessor and Successor reporting 

During the period from the effective date of the merger with Duke Energy through December 3 1,2006, DESS accrued approximately 
$49 niillion related to voluntary and involuntary severance as a result of the merger with Duke Energy (see Note 2), of which 
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Year of Report 

2007 

approximately $33 nillion was paid out as of December 3 1,2006. Additionally, DESS recorded approximately $48 million as a charge 
to inconie of which $43 million was allocated to the client companies as goodwill, and approximately $1 nillion was deferred as a 
regulatory asset. 

Merger-Related Obligatioiis. Several of Cinergy’s benefit plans contained “change-in-control” clauses that provided enhanced, andor 
accelerated benefits to management level employees in the event of a qualifying transaction such as occurred with the consunmation of 
the merger with Duke Energy as discussed in Note 2. These included benefits paid pursuant to the L,ong-terni Incentive Plan (L.TIP) 
and certain payments under Cinergy’s Annual Incentive Plan. Certain employees were also entitled to additional severance and benefits 
in the event they were involuntarily teniinated without “cause” or voluntarily terniinated for “good reason” (as such ternis are defined 
in their employment agreements) in connection with or following the merger. 

9. Comprehensive Income 

Comprehensive income includes all changes in equity during a period except those resulting from investments by and distributions to 
shareholders. The major components include net income, niininium pension liability ad,justments and unrealized gains and losses on 
investment trusts. 

DESS records a niinimuni pension liability adjustment associated with our defined benefit pension plans when the unfunded 
accumulated benefit obligation is in excess of our accrued pension liabilities and the unrecognized prior service costs recorded as an 
intangible asset. The corresponding offset is recorded on the Balance Sheets in Accui~7zrlated Provisioiis for Peiisioiis arid BeneJts and 
Other Defirred Credits (Pei7sioiis arid Beiiejits). 

DESS records unrealized gains and losses on equity investnients in trusts we have established for our benefit plans. 

For fivther details of the pension plans’ assets and obligations see Note 5. 

The elements of Coinpreheiisive iiiconie and their related tax effects for the years ended 2007 and 2006 are as follows: 

Comprehensive Income 

2007 
Tax 

Before-tax (Expense) Net-of-Tax 
Amount Benefit 

DESS 

Net income 

Other comprehensive 
income (loss): 

Minimum pension liability 
adjustment 

Unrealized gain (loss) on 
investment trusts 

Total other comprehensive 
income (loss) 

Total comprehensive income 
(loss) 

% -  % 

20,349,426 (7,562,275) 

4 14,565 (1,052,867) 

20,763,991 (8,615,142) 

20,763,991 $ (8,615,142) $ 

Amount 

12,787,151 

(638,302) 

12,148,849 

12,148,849 

2006 
Tax 

Before-tax (Expense) Net-of-Tax 
Amount Benefit Amount 

$ -  $ -  $ -  

28,211,712 (9,208,248) 19,003,464 

656,034 (254,475) 401,559 

28,867,746 (9,462,723) 19,405,023 

$ 28,867,746 $ (9,462,723) $ 19,405,023 

-1 - -- 
I FERC FORM 60 (NEW 12-05) 204.17 



Name of Respondent 

Duke Energy Shared Services, Inc. 

The after-tax components of Acczrmulated other. coinpr-ehensive incorne (loss) as of December 3 1, 2007 and 2006 are as follows: 

This Report is: Resubmission Date Year of Report 
(1 ) & An Original (Mo, Da, Yr) 
(2) _ _ A  Resubmission 04/30/2008 2007 

Accumulated Other Comprehensive Income (Loss) 
Classification .--_- 

Minimum 
Pension Unrealized Total Accumulated 
Liability Gain (Loss) on Other Comprehensive 

Investment 
Adjustment Trusts Income (Loss) 

DESS 

Balance at Deceniber 3 1, 2005 $ (56,869,502) $ 19,609 $ (56,849,893) 
Current-period change 19,003,464 40 1,559 19,405,023 

Balance at Deceniber 3 1,2006 $ (37,866,038) $ 421,168 $ (37,444,870) 
Current-period change 12,787,151 (638,3 02) 12,148,849 

Balance at December 31,2007 $ (25,078,887) $ (217,134) $ (25,296,021) 

I FERC FORM 60 (NEW 12-05) 204.18 -- -1 



Name of Respondent 

Duke Energy Shared Services, Inc. 

Schedule XV- ComDarative Income Statement 

This Re ort Is: Resubmission Date Yeadperiod of Repc 
(1) $An Original 
(2) r I  A Resubmission 

(Mo. Da, Yr) 
Dec31, 2007 a4/30/2008 

Title of Account Current Year 

(c) 

Prior Year 

(dl 

Account 
Number 

539,823,95! 755,781,821 Services Rendered to Associate Companies 

Services Rendered to Non-Associate Companies 

421 IMiscellaneous Income or Loss 

-----539;823;95! .-...- 
- EXPENSE 

920 Salaries and Wages 

921 Office Supplies and Expense 
- 135,448,51! 243,325,331 

30,885,55: 55,809,50 

922 1 Administrative Expense Transferred - Credit ( 14,084 ( 258.559 

98,811,861 
__ 

I 

923 loutside Services Employed 53.219,72: 

852,41! 

924 Property Insurance 

325 Injunes and Damages 

326 Employee Pensions and Benefits 

328 Regulatory Commission Expense 

- I_ 

1,621,501 

54,982,55: 67,642,75; 

701,731 

330.1 IGeneral Advertising Expense 40; 49,04' 

15,722,05t 

39,400,62: 

330 2 IMiscellaneous General Expenses 2,827,757 

28.819.06t 

Depreciation and Amortization Expense 

Taxes Other Than Income Taxes 
_- 

-- 

18,094,931 13,098,706 

13,978.54( 15,284,Ol: 

( 57,652,804 ( 26,777,972 

110 IProvision for Deferred lncume Taxes 12,961,762 ( 3,395,286 

29,398,806 $11 IProvision for Deferred lncume Taxes- Credit 44,497,735 

5,94( 1,66t 

- Other Deductions 

Interest on Long-Term Debt 

2,132,55: 

130 llnterest on Debt to Associate Companies 2,153,652 8,782,381 

142,OOC 

ia9,858,997 

539,823,955 

131 lother Interest ExDense 132,61i 

,92E 

755,781,82C 

~ 

Other Expenses 

TOTAL (Expense) 

NET INCOME OR (LOSS) 

- 

I - 
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Name of Respondent This Report is: Resubmission-Date 
(1 ) X An Original (Mo, Da, Yr) 

Duke Energy Shared Services, Inc. (2) - A  Resubmission 04/30/2008 

Year of Report 

2007 

/Schedule Page: 301 Line No.: 18 Column: c ___ 

[Schedule Page: 301 Line No.: 18 Column: d - ___ 
Includes both 403 and 404 account. 

Includes both 403 and 404 account. 
/Schedule Page: 301 Line No.: 25 Column: c 
Includes 426.2 - 426.5 accounts. 
[Schedule Page: 301 Line No.: 25 Column: d 
Includes 426.2 - 426.5 accounts. 
/ m e :  301 Line No.: 29 Column: c 
EXPENSE - Income Statement 
40 1 Operation expense $ 1,501,023 

I , E 6  
41 6 51 8,544 
417 Revenues from non-utility operations 642 
41 9 Interest and dividend income (318,639) 

432 (41,849) 

500-557 Power production 50,011,280 
560-573 Transmission expense 6,796,279 
580-598 Distribution expense 1 1,939,916 
807-894 Gas operations 1,181,537 
901-905 Customer accounts 19,426,332 
908-91 0 Customer service & informational expenses 4,206,613 
91 1-91 6 Sales expenses 60,662 
935 Maintenance of general plant 7,247,04 1 

Total Expense - Income Statement $ 102,539,911 

-----4-wJobbingand-eentraet-werk c 

Costs and expenses of merchandising, jabbing and contract work 

42 I Miscellaneous non-operating income 9,474 

435 Extraordinary deductions 0 
Allowance for borrowed funds used during construction - credit 

EXPENSE - Balance Sheet 
107 Construction work in progress 
1 08 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 
228 Accumulated miscellaneous operating provisions 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

$ 72,494,586 
185,344 

1,631,262 
730,960 
324,763 

8,966,062 
2,978,359 

7,750 
$I- 87,319,086 

/Schedule Page: 301 Line No.: 29 Column: d - 
EXPENSE - Income Statement 
401 Operatian expense $ 1,654,421 

416 623,761 
41 7 Revenues from non-utility operations 41,634 
41 9 Interest and dividend income (953,077) 
42 1 Miscellaneous non-operating income 45,4 16 
432 (865,596) 
435 Extraordinary deductions 5,697,895 
500-557 Power production 48,584,458 

6,479,663 560-573 Transmission expense 

I FERC FORM NO. 60 (NEW 12-05) Footnotes.1 

41 5 Jobbing and contract work (511) 
Costs and expenses of merchandising, jobbing and contract work 

Allowance for borrowed funds used during construction - credit 

- 



Name of Respondent This Report is: 
(1) X An Original 

Duke Energy Shared Services, Inc. (2) _. A Resubmission 

580-598 Distribution expense 
807-894 Gas operations 
901 -905 Customer accounts 
908-91 0 
91 1-916 Sales expenses 
935 Maintenance of general plant 

Customer service & informational expenses 

Total Expense 

(Mo, Da, Yr) 
04/30/2008 

8,074,739 
1,209,855 

20,187,708 
5,138,086 

174,134 
5,227,897 

. Income Statement $ 101,320,483 

EXPENSE - Balance Sheet 
107 Construction work in progress $ 86,760,300 

61 1,635 
565J4" 

108 

182 Other regtilatory assets 587,662 
183 Preliminary survey and investigation charges (122,247) 
184 Clearing accounts 8,429,724 
186 Miscellaneous deferred debits 3,889,231 

$- 100,721,445 

Accumulated provision for depreciation of utility plant 

Total Expense - Balance Sheet 

P E R C  FORM NO. 60 (NEW 12-05) Footnotes2 _- _.I 
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Duke Energy Shared Services, Inc 
This Re orl Is: Resubmission Date Yeadperiod of Report 
(1) d A n  Original 
(2) n A Resubmission 

(Mo, Da. Yr) 
a4/30/2008 Dec31, 2007 
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33 
34 
35 
36 
37 
38 
39 

' DEGS of Monaca, LLC"-' 7,033 7,03 

600,478 600'47 DEGS of Narrows, LLC 
DEGS of Oklahoma LLC 166,653 166,65 
DEGS of Pariin, LLC 9,561 9,56 

DEGS of San D i e g o , F  412,792 412,79 
DEGS of ShreFport, LLC 495,209 495,20' 

~ - 

_ _ _ ~ ~  
DEGS of Philadelphia, LLC 301,074- . 30 1.07. 



Name of Respondent 

Duke Energy Shared Services, Inc 

This Re ort Is: 
( 1 )  d A n  Original 
(2) n A  Resubmission 

Resubmission Date Yeadperiod of Rep0 
(Mo. Da, Yr) 
04/30/2008 Dec31, 2007 

- 
Direct Costs Charged Indirect Costs Charged Compensation For Use 

of Capital 
( 4  (d) (e) 

Description Total Amount Billed 

(0 

Name of Associate Companies: 
DEGS of South Charleston, LLC 
DEGS of St. Bernard, LLC 
DEGS of St. Paul, LLC 
DEGS of Tuscola, Inc. 
DEGS Wind I LLC 
D e l k I n r u ~ s b i ~ l i t i e s ~  
Duke Enersv North America, LLC -- 

--_I 

-ine 
No 

1 
2 
3 
4 
5 
6 

-7- 
8 
9 
10 
11 
12 
13 

-. 

Duke Project Services, Inc 

Acwunt 
Number 

(a) 
457 

~ 

-- 
Duke Broadband, LLC 
Duke Communications Holdings, Inc 
Duke Energy Carolinas, LLC 
Duke Energy Corp 
Duke Energy Generation Services Holding Company, Inc 

---- 
~ ~ _ _ _  

_. . -  

137 344 

Duke Energy Generation Services, Inc. 

- 

I 137.34. 

Duke Energy Indiana, Inc 
Duke Energy Industrial Sales, LLC 
Duke Enersv International, LLC 

314,846 I I 

Duke Energy Kentucky, Inc 
Duke Energy Merchants, LLC 

3 14,84( 

Duke Energy Ohio, Inc 
Duke Energy One, lnc 
Duke Enerav Retail Sales, LLC 

203,749 I 

Duke Energy Royal, LLC 
Cinergy Marketing &Trading, LP 

I 203,74( 

Duke-Reliant Resources, Inc 
Duke Technologies, Inc 
Duke Ventures II. LLC 

785,963 I I 

-I-.- 

Duke Ventures, LLC 
OukeNet Communication Services, LLC 

785,96: 

DukeNet Communications, LLC 
OukeTec I. LLC 

36,764 
35 

7.360.837 

Duke Sumlv Network, LLC 

2,16! 2,165 
7.583 758:  

36,761 
3! 

103.01 9.080 110.379.91; 

- 

- 

Happy Jack Windpower LLC 

789,819 
( 1,196,853) 

7,949,858 
88,796.361 

373.705 

- 

KO Transmission Company 

789,81$ 
5,164,791 3,967'9: 

7,949.851 
86,043,398 174,839,75' 

373.70! 

Miami Power Corporation 
Notrees Windpower LP 
Oak Mountain Products. LLC 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

-- 

-_ 

39 I 

__ 

-.-1_ 

Ocotillo Windpower LP 

( 81,183) 
14,223,970 

14,153 
87,946,347 

177.448 

4,003,955 3,922,77: 
16,030,030 30,254.00( 

109,867 124,021 
107,446,557 195,392,90~ 

177.441 

143,750 
332 
147 

143,751 
33: 
14; 

104,248 
104,552 

800 

104,241 
336,967 44151: 

80( 
200 

66,013 
35,641 

20( 

66,Ol: 
29.789 65,43( 

201 I -+- 1,36541; 1,259,732 I 105,685 
200 I 
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Name of Respondent 

Duke Energy Shared Services, Inc. 

Acwunt 

This Re ort Is: Resubmission Date Yeadperiod of Report 
( 1 )  $An Original 
(2) n A Resubmission 04/30/20aa Dec31, 2007 

(Mo, Da, Yr) 

.- - 
l a  

216,113,242 

22 
23 

323,710,713 539,823,955 

Description 

Ihl 

Name of Associate Companies: 
Ohio River Vallev ProDane. LLC 
Spruce Mountain Products LLC 
Teak Mountain Products LLC 
Tri-State Improvement Company 

Total 

FERC FORM NO. 60 (NEW 12-05) 

1 Direct Costs Charged Indirect Costs Charged Compensation For Use Total Amount Billed 
of Capital 

I I I _ .  

I 
5 9751 I 5 975 
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Name of Respondent 

Duke Energy Shared Services, Inc 

This Re ort Is: 
(1) $An Original 
(2) f”l A Resubmission 

Resubmission Date Yeadperiod of Report 
(Mo, Da, Yr) 
04/30/2ooa Dec31, 2007 

Account 458 -Analysis of Bi l l ing - Non-Associate Companies I 
1 I For services rendered to nonassociate companies (Account 458), list all of the nonassociate companies. In a footnote, describe 
the services rendered to each respective nonassociate company. 

Acwunt Description 

Name of Non-associate Companies: 

2 
3 
4 
5 
6 

-__. .. 
I I 

-- a i  
9 1  I 
10 
11 
12 

13 I I 
14 I I 
15 
16 
17 

18 I I 
19 I I 

23 I I 
24 I I 

26 I I 
27 I 
28 I I 
29 I I 

34 I I 

FERC FORM NO. 60 (NEW 12-05) 

Direct Costs Charged Indirect Costs Charged Compensation For Use Total Amount Billed 
of Capital 

( 4  ( 4  (e) (0 



Name of Respondent 

Duke Energy Shared Services, Inc 

1. Total cost of service will equal for associate and nonassociate companies the total amount billed under their separate analysis of 
billing schedules 

This Re ort is: Resubmission Date YearlPeriod of Repor 
(1)  d A n  Original 
(2) n A  Resubmission 04/30/2008 Dec31. 2007 

(Mo, Da, Yr) 

Accoun! 
Number 

We of Account Associate Company Associate Company Associate Company 
Direct Cos! 1 Indirect Cos! I TolalCos! 

Nonassociate 
Company 

Direct Cos! 

Nonassociate 
Company 

Indirect Cost 

Nonassociate 
Company 
Tolal Cos! Line 

No 

- 
1 

2 
- ~ 

Olfice Supplies and Expenses 

I I 

48,579,564 86,868,9461 135,448.51! 

6,213,6511 24,671,8941 30,885.55: 

3 1922 1 Administrative Expense Transferred. Credit 

4 1923 loutside Setvices Employed 2.101,46i( 51,118,264 53,219.72 

42,368,349 54,982,55 

8 1928 1RegulatoiyComrnission Expense 

9 1930 1 IGeneral Advertising Expenses I 4 0  

10 19302 IMiscellaneous General Expenses 1.023.414 1,804,334 2.827.75 

363.38 28,455,681 28,819,061 ti 18,094,939 18.094,93! 

14 1408 ITaxes OtherThanlncomeTaxes 6,639,514 7,339,0241 13,978,541 

15 1409 IlncomeTaxes ( 57,652,8041 I ( 57,652,804 

16 1410 IProvision For Deferred Income Taxes 12,961,74 I 12,961,76: 

44,497.7 44,497,73! 

.~ 

20 1426 5 /Other Deductions 2.012.37E( 120.174 2,132,551 

2 1 (427 llnterest on LongTerm Deb1 

22 1430 llnterest on Deb! to Associate Companies 

23 

24 

25 

- 
I- 

140,98;( 1,0181 142,001 Other Interest Expense 

Other Accounls (provide delails in a footnote) 

TOTAL EXPENSE 

I I 

135,778.0 54,080,954 189,858.99; 

216,113,244 323.710.71d 539,823,951 

26 I I 
27 I ICompensation lor Use of Equity Capilal 

28 I llnterest on Debt lo Associate Companies 

29 Olher Accounts (provide details in a footnote) 

 TOTAL COST OF SERVICE 216,113.24 323,710,71 539,823.95! -- 

Page 304 FERC FORM NO. 60 (NEW 12-05) 



Name of Respondent 
Duke Energy Shared Services, Inc 

This Re ort Is: 
(1) $An Original 
(2 )  n A Resubmission 

Account 
Number 

Line 
No. 

(a) 

Resubmission Date Yeadperiod of Report 
(Mo, Da, Yr) 
04/30/2008 Dec31. 2007 

Title of Account 

(b) 

1 I920 ISalaries and Wages 

2 1921 IOfiice Supplies and Expenses 

3 1922 IAdministrative Expense Transferred. Credit 

7 1926 IEmployee Pensions and Benelils 

8 1928 IRegulatory Commission Expense 

9 1930 1 IGeneral Advertising Expenses 

__- 
Other Accounts (provide details in a footnote) 

13 1403 IDepreciation and Amortization Expense 

14 1408 ITaxes Other Than Income Taxes 

15 1409 IlncomeTaxes 

19 14261 IDonations 

20 426 5 Olher Deductions 

2 1 427 lnlerest on LongTem Debt 

22 430 Interest on Debt to Associate Companies 

23 431 Other Interest Expense 

24 

25 TOTAL EXPENSE 

26 

27 

28 

29 

30 

Other Accounts (provide details in a foolnote) 

- 
Compensation for Use 01 Equity Capita 

lnteresl on Debt to Associate Companies 

Other Accounls (provide de!& in a footnole) 

TOTAL COST OF SERVICE 
- 

--I_-- 
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Name of Respondent This Report is: Resubmission Date Year of Report 
(1) & A n  Original 
(2) - A  Resubmission 

(Mo, Da, Yr) 
04/30/2008 

ISchedule Page: 304 Line No.: 24 Column: c 
EXPENSE - Income Statement 
40 1 Operation expense $ 1,501,023 
415 Jobbing and contract work 1,056 
41 6 512,317 
41 7 Revenues from non-utility operations 642 
419 Interest and dividend income (31 2,927) 

432 0 

L O C ) 1 5 5 7 3 m r - p r d u c t i o n  4 7 , ~ , 5 1 1  
560-573 Transmission expense 2,376,130 
580-598 Distribution expense 6,820,529 
807-894 Gas operations 468,604 
901-905 Customer accounts 520,775 
908-91 0 Customer service & informational expenses 1,455,436 

935 Maintenance of general plant 2,5 1 7,194 
Total Expense - Income Statement $ 58,478,764 

Costs and expenses of merchandising, jobbing and contract work 

42 1 Miscellaneous non-operating income 9,474 

435 Extraordinary deductions 0 
Allowance for borrowed funds used during construction - credit 

91 1-91 6 Sales expenses 0 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 
228 Accumulated miscellaneous operating provisions 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - 

$ 72,494,586 
185,344 
146,247 
730,675 
324,763 
432,441 

2,977,473 
7,750 

Balance Sheet $ 77,299,279 

/Schedule Page: 304 Line No.: 24 Column: d 
EXPENSE - Income Statement 
40 1 
41 5 
416 
417 
419 
421 
432 
435 
500-557 
560-573 
580..598 
807-894 
901-905 
908-91 0 
911-916 
935 

Operation expense $ 0 
Jobbing and contract work 0 
Costs and expenses of merchandising, jobbing and contract work 6,227 
Revenues from non-utility operations 0 
Interest and dividend income (5,712) 
Miscellaneous non-operating income 0 
Allowance for borrowed funds used during construction - credit (4 1,849) 
Extraordinary deductions 0 
Power production 7,402,769 
Transmission expense 4,420,149 
Distribution expense 5,119,387 
Gas operations 712,933 
Customer accounts 18,905,557 
Customer service & informational expenses 2,751,177 
Sales expenses 60,662 
Maintenance of general plant 4,729,847 

Total Expense - Income Statement $ 44,061,147 

I FERC FORM NO. 60 (NEW 12-05) Foo%otes. 1 I 



Name of Respondent This Report is: Resubmission Date 
(1) 3 An Original (Mo, Da, Yr) 

Duke Energy Shared Services, Inc. (2) - A Resubmission 04/30/2008 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 
228 Accumulated miscellaneous operating provisions 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - 

Year of Report 

2007 

$ 0 
0 

1,485,015 
285 

0 
8,533,621 

886 
0 

Balance Sheet $ 10,019,807 

ISchedule Page: 304 Line No.: 24 Column: e 
EXPENSE - Income Statement 
40 1 Operation expense $ 1,501,023 
41 5 Jobbing and contract work 1,056 
416 518,544 
41 7 Revenues from non-utility operations 642 
41 9 Interest and dividend income (3 1 8,639) 

432 (41,849) 

500-557 Power production 50,011,280 
560-573 Transmission expense 6,796,279 
580-598 Distribution expense 1 1,939,916 
807-894 Gas operations 1,181,537 
901-905 Customer accounts 19,426,332 
908-91 0 Customer service & informational expenses 4,206,613 
91 1-91 6 Sales expenses 60,662 
935 Maintenance of general plant 7,247,04 1 

Total Expense - Income Statement $ 102,539,911 

Costs and expenses of merchandising, jobbing and contract work 

42 1 Miscellaneous non-operating income 9,474 

435 Extraordinary deductions 0 
Allowance for borrowed funds used during construction - credit 

EXPENSE - Balance Sheet 
107 Construction work in progress $ 72,494,586 
108 Accumulated provision for depreciation of utility plant 185,344 
163 Stores expense undistributed 1,631,262 
182 Other regulatory assets 730,960 
183 Preliminary survey and investigation charges 324,763 
184 Clearing accounts 8,966,062 
186 Miscellaneous deferred debits 2,978,359 

7,750 
Total Expense - Balance Sheet $ 87,319,086 

228 Accumulated miscellaneous operating provisions -- 

I FERC FORM NO. 60 (NEW 12-05) Footnotes2 7 



Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Shared Services, Inc. (1) &An Original 
(2) n A Resubmission 

(Mo, Da, Yr) 
04/30/2008 

YearlPeriod of Repor 

Dec31. 2007 

8 Environmenlatl. Health and Safety 1,009.19 854.27 I 
10 Facilities 2.499.58 5,322,79 I 
12 

13 

14 

Fuels 1.w5 79.97 

Rights of Way 381 1 56 

Human Resources 84,650,671 951.25 

17 Information Systems 11,725,309 7,347,90 

18 ILegal 6.786.239 1,216,67 

1,756,149 568,93 

23 Public Affairs 2.418,15 1,477.41 - 
24 IRates 2,035,515 54.49 

28 I 

"-"'l- Description/Department or Service Properiy Insurance Injuries and Damages 
1924 1925) 

Administrative Expense Outside Services 
Transferred - Credit Employed 

(922) 19231 

le) 
( 4  

Expenses 
1921) 

98,06: 

I 41 

I 5,478.438 1.425.1 6 

1,339,374 314,26 

126.031 

I 766,56: 

3,651,3@ 

1,976,67: 

4,125.16! I 851 25 

16,494 3.102.891 

( 43,508 

iJl! 

560,66 68,71 

78,95 

30.349,34! 

3,760,&?: 

I 168,73' 1.204.23 438,88 

1,8041 10,80 

I 2,252.711 

96,021 

12,421 

36.50! 

621 

25 ITransmrtation I I 
26 

27 I I 

34 

35 I 
36 I I I 
37 I I I 

852.41' 

~ 

- 
40 11 Total 135,448,515 30,88555: 

FERC FORM NO. 60 (NEW 12-05) Page 305 



Case No. 201 1-124 
AG-DR-01-037 (ii) attachment 
Page 1 of 83 

Name of Respondent This Re orl Is: Resubmission Date Yeadperiod of Repor 

Duke Energy Shared Services, Inc (2) [ 1 A  Resubmission 04/30/2008 Dec31, 2007 

1 I List each department or service function according to the Uniform System of Accounts. 

( 1 )  d A n  Original (Mo, Da. Yr) 

Schedule XVll -Schedule of Expense Distribution by Department or Service Function (continued) 

18,593,481 ..---- 170,379 161,614 

1,582,5321 126,646 88,709 

8 Environmentall, Health and Safety 1,240,454 554.068 22,785 - 
3.423.57 643,645 1,324,891 

2.658.658 605.879 99.92 

514.75d 2,3121 

331,35 91 

9,791,8181 2,8851 123,66d 

17 Information Systems 6,051,374 374 7,629,004 

3,103,215 32,692 56.758 

80455 154.490 29.29 

1,081,935 33.43 

21 Planning 769.34 53,482 

4,382,1241 13,9751 74,356 

23 Public Anairs 

1,030,757 

20,158 

23,21 

--- 

54,982,553 407 2,827,757 28.819.068 18.094,93 

Employee Pensions and Regulatory Commission I General Adveitising I Miscellaneous General I 13;;l; I Depreciallonand 
Benefits I Expense Expenses Expenses Amortmlion Expense 

Description/Department or Service 

1 IList Each DeparimenUService 

2 loverheads 
I I I I I 

( 12,102,033)1 174,060 18,111,134 3 IAccaunlinq 

4 /Marketing and Customer Relations 7.1 10.10 407 344,252 200,976 

1,069.88 37,3051 
_l_l ~ 

5 IElectric Trans and Dist Eng and Constr 

6 Power Planning and Operations t-- 7 Electric System Maintenance 

10 lFacililies 

1 1  Finance 

2.120.1451 I I 9371 161,0881 

14 IHuman Resources 

15 llnternal Auditing 15,715 

1 
264,lO 

37.19d 16 llnvestor Relations 

19 Materials Management +-- 20 Meters 

1.103.0~61 I I 3.4751 566,7721 

25 Transportation ? 
30 

31 I 

40 I Total 

Page 305a FERC FORM NO. 60 (NEW 12-05) 



Case No. 2011-124 
AG-DR-01-037 (i i)  attachment 
rage 1 0rs3 

Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Shared Services. Inc (1) $An Original 
(2) n A Resubmission 

(Mo, Da, Yr) 
04/30/zao8 - 

Yeadperiod of Repor 

Dec31, 2007 

3 Accounting ( 545,316) 

4 Marketing and Customer Relalions 1,147,469 

5 Electric Trans and Disl Eng and Constr 172,761 

6 Power Planning and Operalions 2,968,582 

12 Fuels 

13 Rights 01 Way 

1 4  Human Resources 

15 Internal Auditins 

25489 

199.92 
I 

82,954 

52,564 

4,772,787 

41,718 

9 Executive 567,177 

10 Facililies 342,435 

11 Finance 945,539 

-- 

16 Investor Relations 5,873 I 
I 7 llniomation Systems 

509,Ol 

128,97 

961.82 

20 Meters 171,84 I 
21 lplanning 

27 

2a 

29 

30 

121.49 

22 

23 

24 

Investment Tax Credit I Donations 

Power Engineering and Construction 705.78 

Public AHairs 19844 

Rates 168.38d 

5.55 

35 

I 13,978,5401 ( 57.652.804)l 12,961,763 I 44,497,731 

I I I 

I 594 

FERC FORM NO. 60 (NEW 12-05) Page 305b 



Case No. 2011-124 
AG-DR-01-037 (ii)  attachment 
Page 1 of 83 

Name of Respondent This Re ort Is: Resubrnission Date Yeadperiod of Repor 

Duke Energy Shared Services, Inc (2) n A Resubrnission 04/30/2008 Dec31, 2007 

1 I List each department or service fiinction according to the Uniform System of Accounts 

(1) $An Original (Mo. Da, Yr) 

Schedule XVIl - Schedule of Expense Distribution by Department or Service Function (continued) - 

Other Accounts Total Expense 

~ 

- 
Descriplionfllepartment or Service Other Deductions Interest on Interest on Debt to 

(426 5) Long-Term Debt Associate 
(3) (427) Companies 

Other Interest 
Expense 

(431) 

(W) 

Overhead 

(4 

ccounling 8,782.38 

arketing and Customer Relations 

tectnc Trans and Dist Eng and Constr 

ower Planning and Operations 

142,001 

8,133,670 11,840.08 lectric System Maintenance 

nvironmenlatl, Health and Safety 

xecutive I I I 
-- acilities 

nance 

Jets 

ighls of Way 

uman Resources 

temat Auditing 

vestor Relations i lormation Systems 

2,766,165 106.145,64 

907,41 

I 158.59 

8.101279 72,169.41 

15.605.27 - 139,351 

I 4,858,618 7.787.78 aterials Management 

4,480,882 5.780,71 eters 

lanning 

ower Engineering and Construction 

ublic Aftairs 

ales 

.ansportation I 

Total I 2,132,555 I I 8,782,38' 142,OOC 189,858,9971 539.823,95! 

FERC FORM NO. 60 (NEW 'l2-05) Page 305c 



Case No. 2011-124 
AG-DR-01-037 (ii)  attachment 
Page 1 of 83 

Name of Respondent This Report is: Resubmission Date 
( I )  X An Original (Mo, Da, Yr) 
(2) _ _ A  Resubmission 04/30/2008 

Year of Report 

2007 

/Schedule Page: 305 Line No.: 2 Column: y 
Overhead 
EXPENSE - Income Statement 
40 1 Operation expense $ 0 
415 Jobbing and contract work 0 

417 Revenues from non-utility operations 0 

42 1 Miscellaneous non-operating income 0 

435 Fxtr- . aJy&dwtions 0 

41 6 0 

419 Interest and dividend income (318,639) 

432 0 

Costs and expenses of merchandising, jobbing and contract work 

Allowance for borrowed funds used during construction - credit 

500-557 
560-573 
5 8 0 - 5 9 8 
807-894 
901 -905 
908-91 0 
91 1-916 
935 

Power production 
Transmission expense 
Distribution expense 
Gas operations 
Customer accounts 
Customer service & informational expenses 
Sales expenses 
Maintenance of general plant 

Total Expense Income Statement 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

0 
0 
0 
0 
0 
0 
0 
0 

$ (318,639) 

$ 0 
a 
0 
0 
0 
0 
0 

$ 0 



Name of Respondent This Report is: 
(1) 3 An Original 
(2) - A Resubmission Duke Energy Shared Services, Inc. - 

91 1-9 16 Sales expenses O 
935 Maintenance of general plant 26,693 

Total Expense - Income Statement $ 1,195,006 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

04/30/2008 2007 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
~ ~ M i s G e l l a n ~ u s d ~ ~ ~ ~ ~ ~ t s  
228 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

$ (3,558,981 ) 
0 

10,950 

(24,352) 
28,734 

7,750 
$ (3,495,864) 

(83) 

41) 118 

[Schedule Page: 305 Line No.: 4 Column: y 
Marketing and Customer Relations 
EXPENSE - Income Statement 
40 1 Operation expense 
41 5 Jobbing and contract work 
416 Costs and expenses of merchandising, jobbing and contract work 
41 7 Revenues from non-utility operations 
41 9 Interest and dividend income 
42 1 Miscellaneous non-operating income 
432 Allowance for borrowed funds used during constrxtion .- credit 
435 Extraordinary deductions 
500-557 Power production 
560-573 Transmission expense 
580-598 Distribution expense 
807-894 Gas operations 
901-905 Customer accounts 
908-91 0 
91 1-91 6 Sales expenses 
935 Maintenance of general plant 

Customer service & informational expenses 

Total Expense - Income Statement 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

$ a 
0 

88,333 
368 

0 
0 
0 
0 

6,304 
5 

1 97,104 
1,323 

16,879,856 
4,112,698 

2,045 
0 

$ 21,288,036 

$ 393,312 
887 

0 
543,352 

0 
0 
0 

$ 937,551 

EXPENSE - Income Statement 
40 1 Operation expense 
41 5 Jobbing and contract work 

$ 18,674 
1,056 

-. I_- -- 
- -. I FERC FORM NO. 60 (NEW 12-05) Footnotes.2 _,__ 1 



Name of Respondent This Report is: 
(1 ) & An Original 
(2) -A  Resubmission Duke Energy Shared Services, Inc. - 

41 6 
417 
41 9 
42 1 
432 
435 
500-557 
560-573 
580-598 
807-894 
90 i -905 

Resubmission Date Year of Report 

04/30/2008 zaa7 
(Mo, Da, Yr) 

Costs and expenses of merchandising, jobbing and contract work 
Revenues from non-utility operations 
Interest and dividend income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - credit 
Extraordinary deductions 
Power production 
Transmission expense 
Distribution expense 
Gas operations 
Customer accounts 

~ Q ~ l ~ u s t g ~ r s g c v i c e & i n f o r m a t i o n a l - e x p e n s e s  
91 1-91 6 Sales expenses 
935 Maintenance of general plant 

Total Expense - Income Statement $ 

74,611 
0 
0 
0 
0 
0 

2,079 
733,362 

1,618,885 
7,561 

41,574 
5 881 

0 
1,517 

2,505,200 

EXPENSE - Balance Sheet 
107 Construction work in progress $ 11,749,535 
108 Accumulated provision for depreciation of utility plant 33,321 
163 Stores expense undistributed 0 
182 Other regulatory assets 0 
183 Preliminary survey and investigation charges 0 
184 Clearing accounts 11 
186 Miscellaneous deferred debits 181,810 

Total Expense - Balance Sheet $ 11,964,677 

/Schedule Page: 305 Line No.: 6 Column: y 
Power Planning and Operations 
EXPENSE - Income Statement 
40 1 
41 5 
41 6 
417 
419 
42 1 
432 
435 
5 0 0 - 5 5 7 
560-573 
580-598 
807-894 
901 -905 
908-91 0 
911-916 
935 

Operation expense $ 
Jobbing and contract work 
Costs and expenses of merchandising, jobbing and contract work 
Revenues from non-utility operations 
Interest and dividend income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - credit 
Extraordinary deductions 
Power production 
Transmission expense 
Distribution expense 
Gas operations 
Customer accounts 
Customer service & informational expenses 
Sales expenses 
Maintenance of general plant 

Total Expense - Income Statement $ 

282,217 
0 
0 
0 
0 
0 
0 
0 

31,102,033 
4,021,851 
4,361,200 

45 1 
0 

564 
0 
0 

39,768,316 

EXPENSE - Balance Sheet 
107 Construction work in progress $ 13,550,513 
108 Accumulated provision for depreciation of utility plant 2,582 
163 Stores expense undistributed 0 

I 

-.--_ Footnotes.3 I_ I FERC FORM NO. 60 (NEW 12-05) J 



----n 

lNameof Respondent This Report is: Resubmission Date 
( I )  X An Original (Mo, Da, Yr) . . -  

Duke Energy Shared Services, Inc. l(2) _ _ A  Resubmission O ~ / ~ O / Z O O B  2007 I I 
FOOTNOTE DATA 

Year of Report 

182 Other regulatory assets 0 

184 Clearing accounts 0 
183 Preliminary survey and investigation charges 86,649 

186 Miscellaneous deferred debits 1,889,367 
Total Expense - Balance Sheet $ 15,529,111 

ISchedule Page: 305 Line No.: 7 Column: y 
Electric System Maintenance 
EXPENSE - Income Statement 
40 1 Operation expense $ 60,425 

416 178,676 
415 Jobbing and contract work 0 

Costs and expenses of merchandisina. iobbina and contract work 
417 
41 9 
42 1 
432 
435 
500-557 
560-573 
580-598 
807-894 
90 1-905 
908-91 0 
91 1-916 
935 

EXPENSE - 
107 
108 
163 
182 
183 
184 
186 

Revenues from non-utility operations 
Interest and dividend income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - credit 
Extraordinary deductions 
Power production 
Transmission expense 
Distribution expense 
Gas operations 
Customer accounts 
Customer service & informational expenses 
Sales expenses 
Maintenance of general plant 

Total Expense - Income Statement 

Balance Sheet 
Construction work in progress 
Accumulated provision for depreciation of utility plant 
Stores expense undistributed 
Other regulatory assets 
Preliminary survey and investigation charges 
Clearing accounts 
Miscellaneous deferred debits 

Total Expense - Balance Sheet 

0 
0 
0 
0 

483,759 
596,311 

1,349,296 
14,852 

270,709 
1 1,793 

0 

a 

79 1 
$ 2,966,612 

$ 5,116,141 
14,925 

1,830 
0 
0 

103 
34,059 

$ 5,167,058 

[Schedule Page: 305 Line No.: 8 Column: y , 
Environmental, Health and Safety 
EXPENSE - Income Statement 
40 1 Operation expense 
41 5 
41 6 
417 Revenues from non-utility operations 
419 Interest and dividend income 
42 1 Miscellaneous non-operating income 
432 
435 Extraordinary deductions 
500-557 Power production 
560-573 Transmission expense 
580-598 Distribution expense 

Jobbing and contract work 
Costs and expenses of merchandising, jobbing and contract work 

Allowance for borrowed funds used during construction - credit 

$ 3,000 
0 

0 
0 
0 
0 
0 

2,481,599 
5 1,266 
64,987 

a 

I FERC FORM NO. 60 (NEW 12-05) Footnotes.4 I 



Name of Respondent 

Duke Energy Shared Services, Inc. 

807-894 Gas operations 0 
901-905 Ctistomer accounts 0 
908-91 0 Customer service & informational expenses 0 
91 1-91 6 Sales expenses 0 
935 Maintenance of general plant 0 

Total Expense - Income Statement $ 2,600,852 

This Report is: Resubmission Date Year of Report 
(1 ) & An Original 
(2) - A Resubmission 04/30/2008 2aa7 

(Mo, Da, Yr) 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 

Accumulated provision for depreciation of utility plant 
$ 593,852 

0 
0 

d 8 2  Qther-regwl&orya-set-s 9 
183 Preliminary survey and investigation charges 0 
184 Clearing accounts 0 
186 Miscellaneous deferred debits 36,032 

Total Expense - Balance Sheet $ 629,884 

ISchedule Page: 305 Line No.: 9 Column: y I 
Executive 
EXPENSE - Income Statement 
40 1 
41 5 
416 
41 7 
419 
42 1 
432 
435 
500-557 
560-573 
580-598 
807-894 
901 -905 
908-91 0 
91 1-916 
935 

Operation expense 
Jobbing and contract work 
Costs and expenses of merchandising, jobbing and contract work 
Revenues from non-utility operations 
Interest and dividend income 
Miscellaneous non-operatin!: income 
Allowance for borrowed funds used during construction - credit 
Extraordinary deductions 
Power production 
Transmission expense 
Distribution expense 
Gas operations 
Customer accounts 
Customer service & informational expenses 
Sales expenses 
Maintenance of general plant 

Total Expense - Income Statement 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

$ 0 
0 

677 
71 
0 
0 
0 
0 

627,971 
5,140 
2,074 

92,053 
278,157 

32,004 
0 

3,649 
$ 1,041,756- 

$ 805,7'71 
0 
0 

208,255 
0 
0 

650 
$ 1,014,676 

-- ___I I FERC FORM NO. 60 (NEW 12-05) Footnotes.5 



.-- 
Name of Respondent This Report is: Resubmission Date 

(1 ) X An Original (Mo, Da, Yr) 
(2) _. A Resubmission 04/30/2008 Duke Energy Shared Services, Inc. - 

40 1 
415 
416 
417 
41 9 
42 1 
432 
435 
5 0 0 - 5 5 7 
560-573 
580-598 

Year of Report 

2007 

Operation expense 
Jobbing and contract work 
Costs and expenses of merchandising, jobbing and contract work 
Revenues from non-utility operations 
Interest and dividend income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - credit 
Extraordinary deductions 
Power production 
Transmission expense 
Distribution expense 

$ 0 
0 
0 
0 
0 
0 
0 
0 

(33) 
753 

1,430 
L 0 - 7 - 8 9 U a s e p e ~ a t i o n s  5 I4 

901-905 Customer accounts 39 
908-91 0 Customer service & informational expenses 22,405 
91 1-916 Sales expenses 0 
935 Maintenance of general plant -_. 4,278,254 

Total Expense - Income Statement $ 4,303,362 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

$ 553,667 
2,253 

0 
0 
0 
0 
0 

$ 555,920 

bchedule Page: 305 Line No.: I1  Column: y 
Finance 
EXPENSE - Income Statement 
40 1 Operation expense $ 1,009,055 
41 5 Jobbing and contract work 0 
416 0 
41 7 Revenues from non-utility operations 0 
419 Interest and dividend income 0 
42 1 Miscellaneous non-operating income 0 
432 0 
435 Extraordinary deductions 0 
500-557 Power production 3,412,743 
560-573 Transmission expense 30,734 
580-598 Distribution expense 10,436 
807-894 Gas operations 71,977 
901-905 Customer accounts 440,243 

Costs and expenses of merchandising, jobbing and contract work 

Allowance for borrowed funds used during construction - credit 

908-91 0 Customer service & informational expenses 0 
91 1-91 6 Sales expenses 0 
935 Maintenance of general plant 12,760 

Total Expense - Income Statement $ 4,987,948 

EXPENSE - Balance Sheet 
107 Construction work in progress $ 959,770 

I_ - -- I FERC FORM NO. 60 (NEW 12-05) Footnotes.6 I 



- 
Name of Respondent This Report is: Resubmission Date 

( I )  & An Original (Mo, Da, Yr) 
04/30/2008 Duke Energy Shared Services, lnc. (2) _ _ A  Resubmission - 

108 Accumulated provision for depreciation of utility plant 115 
163 Stores expense undistributed 0 
182 Other regulatory assets 0 

184 Clearing accounts 0 
183 Preliminary survey and investigation charges 8,920 

186 Miscellaneous deferred debits 140,027 
Total Expense - Balance Sheet $ 1,108,832 

/Schedule P a g d  
Fuels 
EXPENSE - Income Statement 

d n 1 0 - p s e  $ 0 

Year of Report 

-- 2007 

415 
41 6 
417 
419 
42 1 
432 
435 
500-557 
560-573 
5 8 0 - 5 9 8 
807-894 
901 -905 
908-91 0 
911-916 
935 

EXPENSE 
107 
108 
163 
182 
183 
1 84 
186 

Jobbing and contract work 
Costs and expenses of merchandising, jobbing and contract work 
Revenues from non-utility operations 
Interest and dividend income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - credit 
Extraordinary deductions 
Power production 
Transmission expense 
Distribution expense 
Gas operations 
Customer accounts 
Customer service & informational expenses 
Sales expenses 
Maintenance of general plant 

Total Expense - Income Statement 

Balance Sheet 
Construction work in progress 
Accumulated provision for depreciation of utility plant 
Stores expense undistributed 
Other regulatory assets 
Preliminary survey and investigation charges 
Clearing accounts 
Miscellaneous deferred debits 

Total Expense - Balance Sheet 

0 
0 
0 
0 
0 
0 
0 

1,101,909 
0 
0 
0 
0 

1,211 
0 
0 

$ 1,103,120 

$ 0 
0 
0 
0 
0 
0 
0 

$ 0 

[Schedule Page: 305 Line No.: 13 Column: y 
Rights of Way 
EXPENSE - Income Statement 
40 1 Operation expense $ 0 
415 Jobbing and contract work 0 
41 6 0 
41 7 Revenues from non-utility operations 0 
41 9 Interest and dividend income 0 
42 1 Miscellaneous non-operating income 0 
432 0 
435 Extraordinary deductions 0 
500-557 Power production 540,786 

Costs and expenses of merchandising, jobbing and contract work 

Allowance for borrowed funds used during construction - credit 

I FERC FORM NO. 60 (NEW 12-05) Footnotes.7 '-7 



(1 ) & An Original 
(2 -A  Resubmission Duke Energy Shared Services, Inc. 

560-573 Transmission expense 
580-598 Distribution expense 
807-894 Gas operations 
901-905 Customer accounts 
908-91 0 
91 1-91 6 Sales expenses 
935 Maintenance of general plant 

Customer service & informational expenses 

Total Expense 

(Mo, Da, Yr) 
04/30/2008 2007 

”- I__ 

268,702 
60,860 

0 
0 
0 
0 
0 

income Statement $ 870,348 

EXPENSE - Balance Sheet 
107 Construction work in progress $ 1,461,219 
~ 0 ~ e e u r r s t l t a t s ? b p F o v i f i e R - f o r - d e p r e ~ i ~ # i e R - e f - u t l a ~ ~  w a d \  
163 Stores expense undistributed 0 
182 Other regulatory assets 0 
183 Preliminary survey and investigation charges 0 
184 Clearing accounts 0 
186 Miscellaneous deferred debits 0 

Total Expense - Balance Sheet $ 1,453,638 

ISchedule Page: 305 Line No.: 14 Column: y 
Human Resources 
EXPENSE - Income Statement 
40 1 
415 
416 
41 7 
419 
42 1 
432 
435 
500-557 
560-573 
580-598 
807-894 
90 1-905 
908-91 0 
911-916 
935 

Operation expense 
Jobbing and contract work 
Costs and expenses of merchandising, jobbing and contract work 
Revenues from non-utility operations 
Interest and dividend income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - credit 
Extraordinary deductions 
Power production 
Transmission expense 
Distribution expense 
Gas operations 
Customer accounts 
Customer service & informational expenses 
Sales expenses 
Maintenance of general plant 

Total Expense - Income Statement 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

Accumulated provision for depreciation of Utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

$ 0 
0 
0 
0 
0 
0 
0 
0 

1,761,433 
0 
0 

92 
601,438 

0 
0 
0 

$ 2,362,963 

$ 403,202 
0 
0 
0 
0 
0 
0 

403,202 $ 

bchedule Page: 305 Line No.: 17 Column: y 

Footnotes.8 I FERC FORM NO. 60 (NEW 12-05) - 1 



- 
i<me of Respondent This Report is: Resubmission Date 

(1) 3 An Original 
(2) - A Resubmission 

(Mo, Da, Yr) 
04/30/2008 - 

In for ma tion Sys tems 
EXPENSE - Income Statement 
40 1 Operation expense 
415 Jobbing and contract work 
416 Costs and expenses of merchandising, jobbing and contract work 
41 7 Revenues from non-utility operations 
419 Interest and dividend income 
42 1 Miscellaneous non-operating income 
432 
435 Extraordinary deductions 
500-557 Power production 

Allowance for borrowed funds used during construction - credit 

Year of Report 

2007 

$ 0 
a 

92 
204 

0 
0 
0 
0 

173,832 
-6Q-Rensrnisfionexpentfc 2747757 

580-598 Distribution expense 46,258 
807-894 Gas operations 64 
901-905 Customer accounts 96 
908-91 0 Customer service & informational expenses 1,726 

935 Maintenance of general plant 2,922,599 
Total Expense - Income statement $ 3,416,628 

91 1-91 6 Sales expenses 0 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulaiory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

Accumulated provision for depreciation of utility plant 

Prelimiriary survey and investigation charges 

Total Expense - Balance Sheet 

$ 4,687,395 
256 

0 
0 
0 
0 
0 

$ 4,687,651 

/Schedule Page: 305 Line No.: 18 Column: y 
Legal 
EXPENSE - Income Statement 
40 1 Operation expense $ 89,493 
41 5 Jobbing and contract work 0 
41 6 0 
41 7 Revenues from non-utility operations 0 
41 9 Interest and dividend income 0 
42 I Miscellaneous non-operating income 0 
432 0 
435 Extraordinary deductions 0 
500-557 Power production 0 
560-573 Transmission expense 0 
580-598 Distribution expense 0 
807-894 Gas operations 0 
901-905 Customer accounts 0 
908-91 0 Customer service & informational expenses 0 
911-916 Sales expenses 325 
935 Maintenance of general plant 0 

Total Expense - Income Statement $ 89,818 

Costs and expenses of merchandising, jobbing and contract work 

Allowance for borrowed funds used during construction - credit 

I - .- 
- I__- 

Footnotes.9 I FERC FORM NO. 60 (NEW 12x05) -- I 



Case NO. 2011-124 
AG-DR-01-037 (ii)  attrchmcnt 
PdgC 1 O f  83 

Name of Respondent This Report is: 
(1 ) X An Original . . -  - 

Duke Energy Shared Services, lnc. l(2) _ _ A  Re. CI ihmiccinn 

FOOTNOTE DAl A - 

Year of Report 
(Mo, Da, Yr) 

04/30/2008 2007 
. - 

- 
r 

EXPENSE - Balance Sheet 
107 Construction work in progress $ 0 
108 Accumulated provision for depreciation of utility plant 0 
163 Stores expense undistributed 0 

183 Preliminary survey and investigation charges 0 
184 Clearing accounts 0 

Total Expense - Balance Sheet $ 49,533 

182 Other regulatory assets (20,578) 

186 Miscellaneous deferred debits .- 70,111 

/Schedule Page: 305 Line No.: I 9  Column: y i 
EXPENSE - Income Statement 

M & e r i a l s a w m e n t  

40 1 
41 5 
416 
417 
41 9 
42 1 
432 
435 

560-573 
580-598 
807-894 
90 1-905 
908-91 0 
91 1-916 
935 

500-557 

Operation expense 
Jobbing and contract work 
Costs and expenses of merchandising, jobbing and contract work 
Revenues from non-utility operations 
Interest and dividend income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - credit 
Extraordinary deductions 
Power production 
Transmission expense 
Distribution expense 
Gas operations 
Customer accounts 
Customer service & informational expenses 
Sales expenses 
Maintenance of general plant 

Total Expense - Income Statement 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

\Schedule Page: 305 Line No.: 20 Column: y 
Meters 
EXPENSE - Income Statement 
40 1 Operation expense 
41 5 
41 6 
417 Revenues from non-utility operations 
419 Interest and dividend income 
42 1 Miscellaneous nan-operating income 
432 

Jobbing and contract work 
Costs and expenses of merchandising, jobbing and contract work 

Allowance for borrowed funds used during construction - credit 

$ 0 
0 

5,550 
0 
0 
0 
0 
0 

818,021 
0 
0 

407 
0 

134 
0 
0 

$ 824,112 

$ 2,368,692 
0 

1,618,482 
0 
0 
0 

47,332 
$ 4,034,506 

$ 5,920 
0 
0 
0 
0 
0 
0 

-I Footnotes.10 I FERC FORM NO. 60 (NEW 12-05) 



This Report is: Resubmission Date 
(1) X An Original (Mo, Da, Yr) 

Year of Report 

435 
500-557 
560-573 
580-598 
807-894 
90 1 -905 
908-9 I 0 
911-916 
935 

. . -  
Duke Energy Shared Services, Inc. l(2) - A Resibmission 

Extraordinary deductions 
Power production 
Transmission expense 
Distribution expense 
Gas operations 
Customer accounts 
Customer service & informational expenses 
Sales expenses 
Maintenance of general plant 

Total Expense - 

04/30/2008 2007 I 

0 
12 

2,334 
2,895,128 

4,984 
368,572 

0 
0 

145 
Income Statement $ 3,277,095 

IEXPESE-BalanceS heet 

108 
163 Stores expense undistributed 
182 Other regtilatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

107 Construction work in progress $ 
Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet $ 

96,675 
98,791 

0 
13 
0 

1,008,308 
0 

1,203,787 

ISchedule Page: 305 Line No.: 21 Column: y I 
Planning 
EXPENSE - Income Statement 
40 1 Operation expense 
41 5 Jobbing and contract work 
416 Costs and expenses of merchandising, jobbing and contract work 
41 7 Revenues from non-utility operations 
41 9 Interest and dividend income 
42 1 Miscellaneous non-operating income 
432 Allowance for borrowed funds used during construction - credit 
435 Extraordinary deductions 
500-557 Power production 
560-573 Transmission expense 
580-598 Distribution expense 
807-894 Gas operations 
901 -905 Customer accounts 
908-91 0 
91 1-91 6 Sales expenses 
935 Maintenance of general plant 

Customer service & informational expenses 

Total Expense - Income Statement 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

$ 0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

58,617 
0 

$ 58,617 

$ 269 
0 
0 
0 
0 
0 
0 

$ 269 
- 

I FERC FORM NO. 60 (NEW 12-05) Footnot&;ll I 



Case No. 2011-124 
AG-DR-01-037 (ii)  attachment 
Page 1 of 83  

Name of Respondent This Report is: Resubmission Date 
(1) _X_ An Original (Mo, Da, Yr) 
(2) - A Resubmission 04/30/2008 Duke Energy Shared Services, Inc. -- 

Year of Report 

2007 

ISchedule Page: 305 Line No.: 22 Column: y 
Power Engineering and Construction 
EXPENSE - Income Statement 
40 1 Operation expense $ 28,657 
415 Jobbing and contract work 0 
416 170,604 
417 Revenues from non-utility operations 0 
419 Interest and dividend income 0 
42 1 Miscellaneous non-operating income 0 

0 
0 

432 

500-557 Power production 7,368,644 
276,821 560-573 Transmission expense 

580-598 Distribution expense 876,988 
807-894 Gas operations 961,996 
901-905 Customer accounts 2,157 
908-91 0 Customer service & informational expenses 3,517 

Costs and expenses of merchandising, jobbing and contract work 

Allowance for borrowed funds used during construction - credit 
4 3 5 E x t - t i o n s  

9 1 1-9 16 Sales expenses 0 
935 Maintenance of general plant 0 

Total Expense - Income Statement $ 9,689,384 

EXPENSE - Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

$ 33,247,940 
26,447 

0 
0 

253,545 
0 

538,792 
$ 34,066,724 

\Schedule Page: 305 Line No.: 23 Column: y 
Public Affairs 
EXPENSE - Income Statement 
40 1 Operation expense 
415 Jobbing and contract work 
41 6 
417 Revenlies from non-utility operations 
419 Interest and dividend income 
42 1 Miscellaneous non-operating income 
432 
435 Extraordinary deductions 
500-557 Power production 
560-573 Transmission expense 
580-598 Distribution expense 
807-894 Gas operations 
901-905 Customer accounts 
908-91 0 
91 1-916 Sales expenses 
935 Maintenance of general plant 

Costs and expenses of merchandising, jobbing and contract work 

Allowance for borrowed funds used during construction - credit 

Customer service & informational expenses 

$ 0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

99,019 
0 

59 
13,340 

0 
0 

I FERC FORM NO. 60 (NEW 12-05)- Footnotes.12 'I 



Name of Respondent This Report is: Resubmission Date 
(1) X An Original (Mo, Da, Yr) 

Duke Energy Shared Services, Inc. (2) -A  Resubmission 04/30/2008 

EXPENSE - 
107 
108 
163 
182 
183 
184 
186 

Year of Report 

2007 

Total Expense - Income Statement 

Balance Sheet 
Construction work in progress 
Accumulated provision for depreciation of utility plant 
Stores expense undistributed 
Other regulatory assets 
Preliminary survey and investigation charges 
Clearing accounts 
Miscellaneous deferred debits 

Total Expense - Balance Sheet 

$ 112,418 

$ 41,550 
8,789 

0 
0 
0 
0 
0 

$ 50,339 
- 

ISchedule Page: 305 Line No.: 24 Column: y 
Rates 
EXPENSE - income Statement 
40 1 
41 5 
416 
41 7 
419 
42 I 
432 
435 
5 0 0 - 5 5 7 
560-573 
580-598 
807-894 
90 1-905 
908-91 0 
911-916 
935 

Operation expense 
Jobbing and contract work 
Costs and expenses of merchandising, jobbing and contract work 
Revenues from non-utility operations 
Interest and dividend income 
Miscellaneous non-operating income 
Allowance for borrowed funds used during construction - credit 
Extraordinary deductions 
Power production 
Transmission expense 
Distribution expense 
Gas operations 
Customer accounts 
Customer service & informational expenses 
Sales expenses 
Maintenance of general plant 

Total Expense - Income statement 

EXPENSE - Balance Sheet 
107 Constrtiction work in progress 
108 
163 Stores expense undistributed 
182 Other regulatory assets 
183 
184 Clearing accounts 
186 Miscellaneous deferred debits 

Accumulated provision for depreciation of utility plant 

Preliminary survey and investigation charges 

Total Expense - Balance Sheet 

$ 0 
0 
0 
0 
0 
0 
0 
0 

159 
1,000 

0 
0 

344,273 
0 
0 
0 

$ 345,432 

$ 0 
0 
0 
0 
0 
0 
0 

$ 0 

ISchedule Page: 305 Line No.: 25 Column: y 1 
Transportation 
EXPENSE - Income Statement 
40 1 Operation expense $ 3,583 
41 5 Jobbing and contract work 0 
41 6 0 
41 7 Revenues from non-utility operations 0 
419 Interest and dividend income 0 

Costs and expenses of merchandising, jobbing and contract work 

I FERC FORM NO. 60 (NEW 12-05) Footnotes.13 -, ~ 



Name of Respondent This Report is: Resubmission Date 
(1 ) X An Original (Mo, Da, Yr) 

Year of Report 

42 1 MiSce~laneOlJS non-operating income 0 

435 Extraordinary deductions 0 
500-557 Power production 0 
560-573 Transmission expense 439 

807-894 Gas operations 0 

908-91 0 Customer service & informational expenses 0 
91 1-916 Sales expenses 0 
935 Maintenance of general plant 

1-1__.- 

432 Allowance for borrowed funds used during construction - credit 0 

580-598 Distribution expense 46,556 

901-905 Customer accounts 275 

633 
T d a L E x p e n s e A n c a m e S t a t e m t l n ~ ~ 4 1 . 4 8 6  

. . -  
Duke Energy Shared Services, Inc. l(2) __ A Resubmission 04/30/2008 I 

EXPENSE - Balance Sheet 
107 Construction work in progress $ 24,065 
108 Accumulated provision for depreciation of utility plant 4,559 
163 Stores expense undistributed 0 
182 Other regulatory assets 0 
183 Preliminary survey and investigation charges 0 

Total Expense - Balance Sheet $ 7,957,593 

184 Clearing accounts 7,928,906 
186 Miscellaneous deferred debits 63 

2007 

.-- I FERC FORM NO. 60 (NEW 12-05) Footnotecl_d, -7 



Name of Respondent This Re ort Is: Resubrnission Date 

Duke Energy Shared Services, Inc (2) n A  Resubrnission 04/30/2008 
(1) d A n  Original (Mo. Da, Yr) 

Yeadperiod of Repor 

Dec31, 2007 

1 

2 

3 

__- __  
Accounlng ( 9.881.163 

Marrel ng and Cusiomer Relalions 1816.12' 

E KI Trans and D S I  Engneering and Constrmon 138 28' 

1 1 Righls of Way 3,611 

12 /Human Resources 84,650,671 

15 Informalion Systems 11,725,30! 

18 Meters 1,801 

20 Power Engineering and Construclion 1,756.14! 

21 lPublic AHairs 2,418,15: 

38 

39 

40 

_I_- 

135,448,51! -- Total -- 

Name 01 Department 

(4 

Depl Salary Expense 
Included in Amounls Bill lo 

Others 

Parenl Company 

Depl Salary Expense 
Included in Arnounls Bill to 

Olhers 

Olher Asscciales 

Depl Salary Expense Included 
in Amounts Bill to Others 

Total Amounl 
(b) 

Included in Amounts Bill lo 
Olhers 

Nonasscciales 

End of Year 
-ine 
No 

( 9,174,034 ( 707,129 

1 E! 1,815.93! I 35: 

( 4  138,28! 1 5! 

I 51 4 IPower Planninu and Operations I 5.478,43t 10' 5,478,W 

5 lEleclric Syslem Maintenance I 1,339.37' I 4 

6 6 IEnvironmenlal. Heallh and Safety I I ,009,19: 781 

I 41 

B 

7 Executive 5,694,83t 

8 IFaciliIies 2.499,58[ 

14,484,60; -t 1 ,Wf 

9 Finance 

10 IFuels 

14,441,381 
-I___ 

1,09! 

I 13: 43,21! 

I ! 

I 1: 3.61 

84,583,911 
- 

66,75! 

72: 559.94. 560,66; 

78.95 ? 78.87! 

11.716.36: 15 I 
3,72 6,782,51' 

1.202.26: 17 1 Malerials Manasemenl I 1.204.23: 1,97' 

I ,EO# 

1,646,851 

5 

2: 

I 311 

3 

1,755,681 

2,417,02! 

46: 

1,121 

I 2! 2.035.51f 

-_-- 

1 0  

30 I I 

33 

34 I 

----------t-- 
( 57626: 136,024,771 2,39! 1 

FERC FORM NO. 60 (NEW 12-05) Page 306 



Name of Respondent This Report is: 
(1) X An Original 
(2) __ A Resubmission Duke Energy Shared Services, Inc. 

ISchedule Page: 306 Line No.: I Column: b 
The total departmental salary amount for the Accounting function includes an adjustment of $( 17,866,445) recorded during 

Resubmission Date Year of Report 

04/30/2008 2 ~ 0 7  
(Mo, Da, Yr) 

early 2007. This adjustment was related to the prior year-end accrual for vacation entitlement reserve. 

-FORM NO. 60 (NEW 12105) Footnotes. ?_ "'--_._._____1 



Case No. 2011-124 
AG-DR-01-037 (ii) attachment 

Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Shared Services, Inc 
(Mo, Da. Yr) 
04/30/2008 

( 1 )  $An Original 
(2) C I A  Resubmission 

Yeadperiod of Repo 

Dec31, 2007 

Account 930.2 Miscellaneous General Expenses 

39 

40 

1. Provide a listing of the amount included in miscellaneous general expenses (Account 930.2), classifying such expenses according 
their nature. Payments and expenses permitted by Section 321(b)(2) of the Federal Election Campaign Act, as amended by Public Law 
94-283 in 1976 (2 U.S.C. 441(b)(2)) shall be separately classified. 

-.- 
-Total 

Title of Account 
~ n ~ -  

I No" I 
I 

1 

2 I Directors' Fees 

I Company Membership Fees and Dues 

I 3 I Miscellaneous stores and TranSDOrtatiOn ExDenses 
4 I Other Miscellaneous Items 

5 1  - 

t 17 

25 
26 
27 

128 I 
29 
30 
31 
32 

Amount 
(b) 

637.68 
19,59 
14,35 

2,156,11 

2,027,75 



Name of Respondent 

Duke Energy Shared Services, Inc. 

See Schedule XIV - Notes to Financial Statements 

This Report is: Resubmission Date Year of Report 
(1) X An Original (Mo, Da, Yr) 
(2) - A  Resubmission 04/30/2008 2007 

--.-_-ll__ __ _-- I FERC FORM 60 [NEW 12-05) 308.1 I 



Name of Respondent This Report is: Resubmission Date Year of Report 
(1 ) An Original (Mo, Da, Yr) 

Duke Energy Shared Services, Inc. (2) __ A Resubmission 04/30/2008 2007 - - 
Organization Chart 

Executive & 
Chief 

Group Executive 
& Chief 

Administrative 
Officer 

I 

Group Executive, 
President & Chief 
Operating Officer, 

US Franchised 
Electric & Gas 

& Chief Chief & Chief 

Regulatory 
Officer 

I -Internal I -Planning -Accounting 
-Finance 
-Information 
Systems 
-Investor 
Relations 
-Planning 
-Rates 

Audit 
-I1 e g a 1 
-Human 
Resources 

I -Public 
Affairs 

-Facilities 
-Information 
Systems 
-Meters 
-Rights of Way 
-Materials 
Management 
-Transportation 

- Electric System 
Maintenance 
- Electric 
Transmission & 
Distribution, 
Engineering & 
Construction 
-Environmental 
Health & Safety 
-Fuels 
-Marketing and 
Customer 
Relations 
-Meters 
-Planning 
-Power 
Engineering and 
Construction 
-Power Planning 
and Operations 

Group 
Executive & 

President, 
Commercial 
Businesses 

SVP and Chief 
Sustainability 

Officer 

-Planning 
-Power 
Planning and 
Operations 

_I I FERC FORM 60 (NEW 12-05) __ 401.1 - -1 



Name of Respondent 

Duke Energy Shared Services, Inc. 

1 I List the currently effective methods of allocation being used by the service company. - _- 

This Report is: Resubmission Date Year of Report 
(1) & An Original 
(2) - A  Resubmission 04/30/2008 2007 

(Ma, Da, Yr) 

METHODS OF ALLOCATION 

The allocation of expenses not directly attributable to a particular Client Company are based on the following factors: 

1. Sales Ratio 

A ratio, based on the applicable domestic firm kilowatt-hour electric sales (andor the equivalent cubic feet of gas sales, where 
applicable), excluding intra-system sales, for a preceding twelve consecutive calendar month period, the numerator of which is 
for a Client Company and the denominator of which is for all utility Client Companies (and Duke Energy Corporation’s 
non-utility and non-domestic utilitv affiliates, where applicable). This ratio will be determined annually, or at such time as may 
be required due to a significant change. 

2. Electric Peak Load Ratio 

A ratio, based on the sun1 of the applicable monthly domestic firm electric maximum system demands for a preceding twelve 
consecutive calendar month period, the numerator of which is for a Client Company and the denominator of which is for all 
utility Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This 
ratio will be determined annually, or at such time as may be required due to a significant change. 

3. Number of Customers Ratio 

A ratio, based on the sum of the applicable domestic firm electric customers (andor gas customers, where applicable) at the end 
of a recent month in the preceding twelve consecutive calendar month period, the numerator of which is for a Client Company 
and the denominator of which is for all domestic utility Client Companies (and Duke Energy Corporation’s non-utility and 
non-domestic utility affiliates, where applicable). This ratio will be detem~ned annually, or at such time as may be required due 
to a significant change. 

4. Number of Employees Ratio 

A ratio, based on the applicable number of employees at the end of a recent month in the preceding twelve consecutive month 
period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) andor the 
Service Company. This ratio will be determined annually, or at such time as may be required due to a significant change. 

5. Construction Expenditures Ratio 

A ratio, based on the applicable projected construction expenditures, net of reimbursements, for the following twelve 
consecutive calendar month period, the numerator of which is for a Client Company and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). Separate 
ratios will be computed for total construction expenditures and appropriate functional plant (;.e., production, transmission, 
distribution, and general) classifications. This ratio will be determined annually, or at such time as niay be required due to a 
significant change. 

6. Circuit Miles of Electric Distribution Lines Ratio 

A ratio, based on the applicable installed circuit miles of domestic electric distribution lines at the end of the preceding calendar 
year, the numerator of which is for a Client Company and the denominator of which is for all domestic utility Client Companies. 
This ratio will be determined annually, or at such time as may be required due to a significant change. 

- 
FERC FORM 60 (NEW 12-05) 402.1 I 



Name of Respondent 
. , -  

Duke Energy Shared Services, Inc. ((2) __ A Resibmission 04/30/2008 2007 I I 
Methods of Allocation I 
This Report is: Resubmission Date Year of Report 
(1 ) X An Original (Ma, Da, Yr) 

METHODS OF ALLOCATION - continued 

7. Circuit Miles of Electric Transmission Lines Ratio 

A ratio, based on the applicable installed circuit miles of domestic electric transmission lines at the end of the preceding calendar 
year, the numerator of which is for a Client Company and the denominator of which is for all domestic utility Client Companies. 
This ratio will be determined annually, or at such time as may be required due to a significant change. 

8. Number of Central Processing Unit Seconds Ratio 

A ratio, based on the sum of the applic~blTTiEEiber of central processing unit s e c o n d ~ d t ? i T t ~ t c n ~ x ~  - 
software applications for a preceding twelve consecutive calendar nionth period, the numerator of which is for a Client Conipany 
or Service Company Function, and the denominator of which is for all Client Companies, (and Duke Energy Corporation's 
non-utility and non-domestic utility affiliates, where applicable) and/or the Service Conipany. This ratio will be determined 
annually, or at such time as niay be required due to a significant change. 

9. Revenues Ratio 

A ratio, based on the total applicable revenues for a preceding twelve consecutive calendar month period, the numerator of which 
is for a Client Company and the denominator of which is for all Client Companies (and Duke Energy Corporation's non-utility 
and non-domestic utility affiliates, where applicable). This ratio will be determined annually or at such t h e  as may be required 
due to a significant change. 

10. Inventory Ratio 

A ratio, based on the total applicable inventory balance for the preceding year, the numerator of which is for a Client Company 
and the denominator of which is for all Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility 
affiliates, where applicable). Separate ratios will be computed for total inventory and the appropriate functional plant (i.e", 
production, transmission, distribution, and general) classifications. This ratio will be determined annually or at such time as niay 
be required due to a significant change. 

11. Procurement Spending Ratio 

A ratio, based on the total amount of applicable procurement spending for the preceding year, the numerator of which is for a 
Client Conipany or Service Conipany Function and the denominator of which is for all Client Companies (and Duke Energy 
Corporation's non-utility and non-domestic utility affiliates, where applicable) and/or the Service Conipany. Separate ratios will 
be computed for total procurement spending and appropriate hc t iona l  plant (Le", production, transmission, distribution, and 
general) classifications. This ratio will be determined annually or at such time as may be required due to a significant change. 

12. Square Footage Ratio 

A ratio, based on the total amount of applicable square footage occupied in a recent month in the preceding twelve consecutive 
month period, the numerator of which is for a Client Conipany or Service Company Function and the denominator of which is for 
all Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility affiliates, where applicable) and/or 
the Service Company. This ratio will be determined annually or at such time as may be required due to a significant change. 

13. Gross Margin Ratio 

A ratio, based on the total applicable gross margin for a preceding twelve consecutive calendar month period, the numerator of 
which is for a Client Company and the denominator of which is for all Client Companies (and Duke Energy Corporation's 
non-utility and non-domestic utility affiliates, where applicable). This ratio will be detemined annually or at such time as may 

402.2 I FERC FORM 60 (NEW 12-05) - I 



Name of Respondent This Report is: Resubmission Date 
(1 ) 3 An Original (Mo, Da, Yr) 

Duke Energy Shared Services, Inc. (2) -A  Resubmission 04/30/2008 

be required due to a significant change 

Year of Report 

2 0 ~ 7  

14. L,abor Dollars Ratio 

A ratio, based on the total applicable labor dollars for a preceding twelve consecutive calendar month period, the numerator of 
which is for a Client Company or Service Company Function and the denoninator of which is for all Client Companies (and 
Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the Service Company. This 
ratio will be determined annually or at such time as may be required due to a significant change. 

15. Number of Personal Computer Work Stations Ratio 

A ratio, based on the total number of applicable personal computer work stations at the end of a recent month in the preceding 

denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, 
where applicable) and/or the Service Company. This ratio will be determined annually or at such time as may be required due to 
a significant change. 

twelve consecutive month penod, the numerator of wh% is for a Client k,ompany or bervice ConiparryFaPlctionand 7. 

16. Number of Information Systems Servers Ratio 

A ratio, based on the total number of applicable servers at the end of a recent month in the preceding twelve consecutive month 
period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the 
Service Company. This ratio will be determined annually or at such time as may be required due to a significant change. 

17. Total Property, Plant and Equipment Ratio 

A ratio, based on the total applicable Property, Plant and Equipment balance (net of accumulated depreciation and amortization) 
for the preceding year, the numerator of which is for a Client Company and the denominator of which is for all Client Companies 
(and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be determined 
annually or at such time as may be required due to a significant change. 

18. Generating Unit MW Capability Ratio 

A ratio, based on the total applicable installed megawatt capability for the preceding year, the numerator of which is for a Client 
Company and the denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and 
non-domestic utility affiliates, where applicable). This ratio will be determined annually or at such time as may be required due 
to a significant change. 

I FERC FORM 60 (NEW 12-05) 402.3 1 



Name of Respondent 

Duke Energy Shared Services, Inc. 
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This Report is: Resubmission Date Year of Report 
(1 ) X An Original (Mo, Da, Yr) 
(2) - A Resubmission 04/30/2008 2007 





I THIS FILING IS I 

Exact Legal Name of Respondent (Company) 

Duke Energy Business Services, LLC 

Itern 1. An Initial (Original) OR 0 Resubmission No. ___ 
Submission 

Year of Report 

Dec 31, 2008 

Case NO. 2011-124 
AGDR-01-037 (iii) attachment 
Page 1 of 51 

Form 60 Approved 

Expires 02l2812010 
OMB No. 1902-0215 

This report is mandatory under the Public Utility Holding Company Act of 2005, Section 1270, 
Section 309 of the Federal Power Act and 18 C F R 0 366.23. Failure to report may result in 
criminal fines, civil penalties, and other sanctions as provided by law. The Federal Energy 
Regulatory Commission does not consider this report to be of a confidential nature. 



Case NO. 2011-124 
AG-DR-01-037 (iii) attachment 
Page 1 of 51 

GENERAL UVSTRUCTIONS FOR FILING FERC FORM NO. 60 

1. Purpose 

Form No. 60 is an annual regulatory support requirement under 18 CFR 369.1 for centralized service companies. The 
report is designed to collect fiiiaiicial information from centralized service companies subject to the jurisdiction of the 
Federal Energy Regulatory Commission. The report is considered to be a iion-confidential public use form. 

11. Who Must Submit 

Unless the holding compaiiy system is exempted or granted a waiver by Commission rule or order pursuant to $8 18 CFR 
366.3 and 366.4 of this chapter, every centralized service conipany (see 0 367.2) in a holding company system must 
prepare and file electronically with the Commission the FERC Form No. 60 then in  effect pursuant to the General 
Instructions set out in this form. 

111. How to Submit 

Submit FERC Form No, 60 electronically through the Form No. 60 Submission Sofbare. Retain one 
copy of each report for your files. For any resubmissioiis, submit the filing using the Form No. 60 
Submission Sofiware including a justification. Respondents must submit the Corporate Officer 
Certification electronically. 

IV. When to Submit 

Submit FERC Form No 60 according to the filing date contained 0 18 CFR 369 1 of the Commission's 
regulations 

V. Preparation 

Prepare this report in conformity with the Uniform System of Accounts (18 CFR 367) (USof A). Interpret 
all accounting words and phrases in accordance with the USof A. 

VI. Time Period 

This report covers the entire calendar year. 

VII. Whole Dollar Usage 

Enter in whole numbers (dollars) only, except where otherwise noted. The amounts shown on all supporting pages must 
agree with the amounts entered on the statcmeiits that they support. When applying thresholds to determine significance 
for reporting purposes, use for halaiice sheet accounts the balances at the end of the current reporting period, and use for 
statement of income accounts the current year's amounts. 

VIII. Accurateness 

Complete each question fully and accurately, even if it has been answered in a previous report. Enter the word "None" 
where it truly and completely states the fact. 

LX. Applicability 

For anypage(s) that is riot applicable to the respondent, enter "NONE," or "Not Applicable" in column (c) on the List of 
Schedules, page 2. 

i 



Case No. 2011-124 
AG-DR-01-037 (iii) attachment 
Page 1 of 51 

X. Date Format 

Enter the month, day, and year for all dates. Use customary abbreviations. The “Resubmission Date” included in the 
header of each page is to be completed only for resubmissions (see 111. above). 

XI. Number Format 

Generally, cxccpt for certain schedules, all numbers, whether they arc expected to be debits or credits, must be reported as 
positive Numbers having a sign that is different from the expected sign must be reported by use of a minus s i p .  

XII. Required Entries 

Do not make refercnces to reports of previous ycars or to other reports instead of required entries, except as specifically 
authorized. 

XIII. Prior Year References 

Wherever (schedule) pages refer to figures from a previous year, the figures reported must be based upon those shown by 
the report of the previous year, or an appropriate explanation given as to why thc different figures were used. 

XIV. Where to Send Comments on Public Reporting Burden 

The public reporting burden for the Form No. 60 collection of information is estimated to average 7.5 hours per response, 
including 

the time for reviewing instructions, scarching existing data sources, 
gathering and maintaining the data-needcd, and 
completing and rcviewing the collection of information. 

Send comments regarding these burden estimates or any aspect of this collection of information, including suggestions for 
reducing burden, to: 

Fedcral Energy Regulatory Commission, 
888 First Street NE 
Washington, DC 20426 
(Attention: Mr. Michael Miller, ED-33); 

And to: 

Office of Information and Rcgulatory Affairs, 
Office of Management and Budget, Washington, DC 20.503 (Attention: Desk Officer for thc Federal 
Energy Regulatory Commission) 

No person shall be subject to any penalty if any collection of information does not display a valid control iiumbcr (44 
U S.C. 3512(a)) 

DEFINITIONS 
I. Respondent -- The person, corporation, or other legal entity in whose behalf the report is made. 

11 



)1 Exact Legal Name of Respondent 

Duke Energy Business Services, LLC 

13 Previous Name (If name changed during the year) 

02 Year of Report 

Dec 31, 2008 

04 Date of Name Change 

13 Date of Incorporation 

11/18/1998 

15 Address of Principal Office at End of Year 

526 SOlJth Church Street, Charlotte, NC 28201 

(Street, City, State, Zip Code) 

14 If Not Incorporated. Date of Organization 

I /  

)7 Title of Contact Person 

Director Service Company Financial Accounting & Reporting 

W T x t e p t x x r e N m n i t - P m n  

(980) 373-7703 

19 Signature of Signing Officer 

11 This Report is: 

(1) An Original 
(2) A Resubmission 

20 Date Signed 
(Month, Day, Year) 

I /  

06 Name of Contact Person 

Michael S. Hendershott 

18 Title of Signing Officer 

Senior Vice President. Controller 

08 Address of Contact Person 

526 South Church Street, Charlotte, NC 28201 

Steven K. Young 04/30/2009 

WE=rnail-Addressuf-sofO-ontactf'emn 

mshendershott@dukeenergy com 

12 Resubmission Date 
(Month, Day, Year) 

I /  

16 Name of Principal Holding Company Under Which Reporting Company is Organized: 

Duke Energy Corporation 

I_ 

CORPORATE OFFICER CERTIFICATION 
The undersigned officer certifies that: 

I have examined this report and to the best of my knowledge, information, and belief all statements of fact contained in 
this report are correct statements of the business affairs of the respondent and the financial statements, and other 
financial information contained in this report, conform in all material respects to the Uniform System of Accounts. 

17 Name of Signing Officer 

Steven K Young 

FERC FORM NO. 60 (REVISED 12-07) Page 1 



Case NO. 2011-124 
AG-DIi-01-037 (ii i)  attachment 

VO 

1 
2 
3 

- List of Schedules and Accounts 

Schedule I -Comparative Balance Sheet 
Schedule II -Service Company Property 
Schedule Ill ~ Accumulated Provision for Oeorecialion and Amortization of Service Companv Propertv 

_I 

. Enter in Column (c) the terms "None" or "Not Applicable" as appropriate, where no information or amounts have been reported for 
iertain pages. 

4 

5 

- 6 
7 

- 

Description 
ine 

- Schedule IV I Investments 
Schedule V -Accounts Receivable from Associate Companies 
Schedule VI - Fuel Stock Expenses Undistnbuted 
Schedule VI1 -Stores Exoense Undistnbuted 

--__ 

8 I Schedule Vlll - Miscellaneous Current and Accrued Assets 
9 
I O  
11 
12 

Schedule IX - Miscellaneous Deferred Debits 
Schedule X - Research, Development, or Demonstration Expenditures 
Schedule XI I Proprietary Capital 
Schedule XI1 - Lono-Ten Debt 

13 I Schedule Xlll -Current and Accrued Liabilities 

Schedule XIX - Miscellaneous General Expenses. Account 930 2 

Schedule XXI - Methods of Allocation 
~ ~ d u l e  XX ~ Organization &art 
24 - 

Page Reference 
(b) 

101-102 
103 
104 
105 

106 
107 
108 
109 
110 
111 
20 1 
202 
203 
204 

301-302 

303-306 
307 
308 
307 
40 1 
402 

Remarks 
(C) 

done 

(one 

(one 

gone 

FERC FORM NO. 60 (REVISED 12-07) Page 2 



Name of Respondent 

Duke Energy Business Services, LLC 
This Re ort Is: 
(1) &An Original 
(2) n A  Resubmission 

Resubmission Date Year/Period of Report 

I I  Dec31, 2008 
(Mo. Da. Yr) 

Account Description Reference As of Dec 31 
~i~~ Number (b) Page No Current 
No (a) (C) (d) 

As of Dec 31 
Prior 
(e) 

I 3 1  I 173 IAccruedRevenues I I I I 

17 134 WorkingFunds 
18 135 Other Special Deposits 6,497 

19 136 Temporary Cash Investments 
20 141 Notes Receivable - 

16,853,279 
110 
111 

~~~ 

11.055.924 

22 
23 
24 
25 
26 
27 
28 
29 
30 

Total Deferred Debits (Total of Lines 37-45) 73,721,855 
TOTAL ASSETS AND OTHER DEBITS (TOTAL OF LINES 9,14,35 and 46) -.- 

143 Accounts Receivable 8,369,561 
144 
146 Accounts Receivable From Associate Companies 106 182,874,636 
152 Fuel Stock Expenses Undistnbuted 107 
154 Matenals And Supplies 3,294,692 
163 Stores Expense Undistnbuted 108 ( 8,126) 

12,663,491 165 Prepayments 
171 Interest And Dividends Receivable 
172 Rents Receivable 

- Less Accumulated Provlsion for llncoilectible Accounts 

-_ __  ~ 

FERC FORM NO. 60 (REVISED 12-07) Page 101 



Case No. 2011-124 
AG-DR-01-037 (iii) :rttachment 
Page 1 of 51 

Yeadperiod of Report 

Dec31. I , \ I  , , - I 

Schedule I - Cornoarative Balance Sheet (cont inuedl  

- 

Line 
No. 

48 
49 
50 
51 
52 
53 

5 4  
55 
56 
57 
58 
59 
60 
61 

62 

63 
64 

65 
66 
67 
6 8  
69 
70 
71 
72  
73 
74 
75 

76 
77 
7 8  
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 

- 
- 
- 
- 
I 

- 
- 
- 
I 

- 
- 
- 
- 
- 
- 
- 
_. 

- 

-- 
- 
- 
- 

- 
- 
- 
- 
- 
- 
- 
-_ 
- 

- 
- 
- 
- 

- 
- 
-- 

Acwunt Description -1 Number (b) 
As of Dec 31 

Current 
(d) 

'leferenc 
Page No 

(c) 
(a) I 

JProprietaw Capitat - 
201 

201 
201 

_I 

- 
201 ICommon Stock Issued 
204 Preferred Stock Issued + 21 1 Miscellaneous Paid-In-Caoital 

~- 
182.959.03! 

215 1 ADorODriated Retained Eaminos 201 
216 IUnappropriated Retained Earninqs 201 516,955,38 

2191 Accumulated Other Comprehensive Income 

I 
1Lono-Term Debt 

Total Proprietary Capital votal of Lines 49-54) - 
201 - 
- 

( 10,94 
333,98541 

223 IAdvances From Associate Comoanies 202 

202 

Other Non-current Liabilities 
227 lObliqations Under Capital Leases-Non-current 

1,34 
( 47,78; - 

I Total Other Non-current Liabilities (Total of Lines 63-66) 
ICurrent and Accrued Liabilities 

231 !Notes Payable I I 

210,225,78 
395,159,37 

I 

232 lAcwunts Payable 
233 Noles Pavable to Associate Cornoanies 
234 [Accounts Pavable to Associate Comoanies 203 237.323.56 
236 ITaxes Accrued ( 63.524.51! 

1,663,79 
4.919,OO 

202,662,06 
-___. 

244 IDerivative Instrument Liabilities 
245 IDerivative Instrument Liabilities - Hedges 

Total Current and Accrued Liab I lies (Tola1 of Lines 69-79) . ._ - 988,429,07 

253 lother Deferred Credits 1.065.69 
254 IOlher Reclulatorv Liabilities 

( 126,067,77t 
83.748.63 

Total Deferred Credits (Total of Lines 82-87) 
TOTAL LIABILITIES AND PROPRIETARY CAPITAL (TOTAL OF LINES 55,61,67,80, AND 88) 

( 41,253,44$ 
1,281,114,59 - - ~  

FERC FORM NO. 60 (REVISED 12-07) Page 102 



Name of Respondent 

Duke Energy Business Services. LLC 

1 Provide an explanation of Other Changes recorded in Column (9 considered material in a footnote 
2. Describe each construction work in progress on lines t 8  through 30 in Column (b). 

This Re ort is: Resubmission Date YearlPeriod of Repor 
(1) $An Original 
(2) n A Resubmission 

(Mo, Da, Yr) 
l I  Dec31,  2008 

Line 
No 

Acct 
# 

(a) 

36,746,402 

477,414 

2,183,485 

Title of Account 
(b) 

3alance at Beginning 
of Year 

(c) 

Additions I Retirements or Sales Other Changes 
(9 

Balance at End of Year 

(9) 

I 1 1301 IOrganization 

I 2 1303 IMiscellaneous Intangible Plant 116,590.66( 65,790,0041 2,952,214 94,072,30: 273,500,752 

5,810,15, 

17422.w 
125,636,087 6,994,55, I 6 1391 IOffice Furniture and Equipment 84,078,62( 

I 7 1392 ITransportation Equipment 16,493,42; 22,487,4401 38,980,867 

I 8 1393 IStoresequipment 

Tools, Shop and Garage Equipment 

I 12 1397 /Communications Equipment 

I 13  1398 I Miscellaneous Equipment 

I 14 1399 IOtherTangible Property 

Total Service Company Property (Total 
of Lines 1-15) 

Computer Software 

253,931 ,EO' 106,877,011 480,912,025 125,716,335 5,613,117 

( 25,153,351 - 98,248,225 107,262,51' 

119 I I 

( 25,153,351 98,248,225 

~ 
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Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: Resubmission Date YearIPeriod of Repor 
(1) d A n  Original 
(2) n A Resubmission 

(Mo. Da. Yr) 
1 1  Dec31, 2008 

I ._II_ 

Account Description 
Number 

(b) 

. - . - ~  

of Year To Account 
403-403.1 
404-405 

Retirements Balance a! 
Close of Year 

Other Changes 
Additions 

(Deductions) 
(0 

103 IMiscellaneous lntanoible Plant 83,149,9791 31.304,6! 2,952,21, 76,704,80. 188,207,261 

3,770,53. 10,878,ZO'i Leasehold Improvements 

I 

4,315,7431 1,168,7; 477,09: 5,007,42L 

191 IOffice Furniture and Equipment 50,925,7661 21.260,9; 2.105,15! 4,553,97. 74,635,55€ 

192 /Transportation Equipment 575,4321 2,762,8! 3,338,282 

193 lstores equipment ---i 
:97 ICommunications Equipment 

:98 1 Miscellaneous Equipment 

;99 IOther Tanoible Prooem 

'99 1 I h s e t  Retirement Costs 

Total 5,534,46 85,029.30 282.066,73: 

FERC FORM NO. 60 (NEW 12-05) Page 104 



Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: 
(1) d A n  Original 
(2) n A Resubmission 

1. For other investments (Account 124) and other special funds (Accountl28), in a footnote state each investment separately, with 

2. For temporary cash investments (Account 136), list each investment separately in a footnote. 
3. Investments less than $50,000 may be grouped, showing the number of items in each group. 

description including the name of issuing company, number of shares held or principal investment amount 

Resubmission Date YearIPeriod of Rep0 
(Mo, Da, Yr) 

I 1  Dec31. 2008 

kcuunt 
dumber 

Title of Account 

(a) I (b) 

23 ]Investment In Associate Companies 

24 lother Investments 

28 lother Soecial Funds 

--- 36 !Temporaiy Cash Investments 

Balance at Beginning 
of Year 

(C) 

-.I_- 
316,458,251 

Balance at Close of 
Year 

(d) 

647,462,97 

,700,71 

FERC FORM NO. 60 (REVISED 12-07) Page 105 



Case No. 2011-124 
AG-DR-01-037 (ii i)  attaciiment 
Page 1 of 51 

Name of Respondent 

Duke Energy Business Services, LLC 
(Ma, Da, Yr) 

This Report is: 
(1) X An Original 
(2) -A Resubmission 

]Schedule Page: 105 Line No.: 2 Column: d I 
Cash Surrender Value af Executive Life Insurance Policies 

-._. I FERC FORM NO. 60 (NEW 12-05) - Footnotes1 _. 



Name of Respondent 
Duke Energy Business Services, LLC 

This Re ort Is: 
(1) $An Original 
(2) n A  Resubmission 

Resubmission Date YearlPeriod of Repor 

i1 Dec31. 2008 
(Mo. Da, Yr) 

11 
12 
13 
14 

_" 

Account Title of Account Balance at Beginning of Year 
-ine Number (4 

15 1 1 1 1 

- 
Balance at Close of Year 

(d) 

- -- 16 
17 
18 
19 

26 
27 
28 
29 
- 

2 ~ 1 ~ -  1 1 1 

36 
37 
38 
39 

40 

.- 22 
23 
24 
25 

Total 191,510,928 182,874,636 
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Case No. 2011-124 
AG-DR-01-037 ( i i i )  attachment 
Page 1 of 51 
I 

Name of Respondent This Re ort Is: Resubmission Date YearIPeriod of Report 
Duke Energy Business Services, LLC (1) $An Original 

(2) [-1A Resubmission 
(Mo. Da, Yr) 

1 1  Dec31. 2008 ~ - _  . .- 
Schedule VI - Fuel Stock Expenses Undistr ibuted 

1. List the amount of labor in Column (c) and expenses in Column (d) incurred with respect to fuel stock expenses during the year and 
indicate amount attributable to each associate company 
2. In a separate footnote, describe in a narrative the fuel functions performed by the service company. 

Account Title of Account Labor 
.ine Number 

No. (a) (b) (c) 

- .  - 
Fuel Stock Expenses Llndislnbuled 

Assoclare Company 
__ 1 152 

2 

3 
- - I___.. 

5 
6 
7 
8 

9 

11 
12 
13 
14 

- 

16 
17 

18 
19 

!I 
!2 
!3 
!4 

I 

!5 I 
!6 
!7 
!8 
!9 

I 

10 I 
11 
12 
13 
$4 

16 
17 
18 

I -. "_ 

i9 

Expenses 

(4 
.. 

I 

FERC FORM NO. 60 (REVISED 12-07) Page 107 



Case No. 2011-124 
AG-DR-01-037 (ii i)  attachment 
Page 1 of 51 

Schedule VI1 - Stores Exoense Undistributed 

1 List the amount of labor in Column (c) and expenses in Column (d) incurred with respect to stores expense during the year and 
indicate amount attributable to each associate company. 

Title of Account 

(b) 

1 I163 I Stores Expense Undistributed 

Total 

(e) 

( 8,12€ 

- 16 
17 
18 

__ 

21 
22 
23 

- 

26 
27 
28 

31 
32 
33 

I 8.1261 

FERC FORM NO. 60 (REVISED 12-07) Page 108 



Name of Respondent 

Duke Energy Business Services, LLC 
This Re ort Is: 
(1) d A n  Original 
(2) n A  Resubmission - 

Account 
Number 

(a) 

Resubmission Date YearIPeriod of Report 

I 1  Dec31, 2008 
(Mo. Da, Yr) 

Title of Account 

(b) 

Balance at Beginning of Year 

Other Cunent Assets (2) 77,026 
I 

I- 

-.. 

- 
rota1 77,026 .-.- 

FERC FORM NO. 60 (REVISED 12-07) Page 109 



Case No. 2011-124 
AG-DR-01-037 (iii) attaclimcnt 
Pilee 1 of 51 

10 

I 

Name of Respondent This R ~ r t  Is:, , Resubmission Date Yeadperiod of Report 
no,&, cnnVml, ~ , , ~ i - , ~ -  c,.-,;-,.- I a P 

(1) X An Onginal (Mo, Da, Yr) 

Total 701,46 

Dec31, 2008 - I (2) n A  Resubmission I / I  

Schedule IX - Miscellaneous Deferred Debits 

1. Provide detail of items in this account. Items less than $50,000 may be grouped, showing the number of items in each group. 

Accuunt Title of Account Balance at Beginning of Yea 
.ine Number (c) 
No. (a) (b) 

Worker's Compensation Loss Deposits 800,OC 

Other Miscellaneous Deferred Debits (6) ( 98.53! 

-_ 4 
5 Life InsuancelPolicy Loans 

6 
7 

- 

8 
Y- 
10 
11 
12 

14 I 
15 I I 

I 
19 

20 
!I 
!2 

!3 I I I 
!4 
!5 
!6 

!E I I I 
19 
50 
$1 
12 

__ 

13 I I I 

15 
16 

17 
18 

Balance at Close of Year 

- .  

15 344.058 

833,529 
697,008 

I 

I 

16,853,279 
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Case NO. 2011-124 
AG-DR-01-037 (ii i)  attachment 
Page 1 of 51 

Name of Respondent This Re ort Is: Resubmission Date YearIPeriod of Repc 
Duke Energy Business Services, LLC (1) $An Original 

(2) n A  Resubmission 
(Mo. Da. Yr) 

I 1  Dec31. 2008 
Schedule X - Research, Development, or Demonstration Expenditures 

1 Describe each material research, development, or demonstration project that incurred costs by the service corporation during the 
year. Items less than $50,000 may be grouped, showing the number of items in each group. 

Account 
Number 

(a) 

Title of Account 

(b) 

I I 

I I 

I I 

I I 

Total 

FERC FORM NO. 60 (NEW 12-05) Page 111 



\lame of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC (2) n A  Resubmission I 1  
(1) $An Original (Mo. Da, Yr) 

Account 
Number 

YearIPeriod of Repoi 

Dec31. 2008 

Title of Account 

(b) 

Description 

(c) 

Amount 

(d) 
(4 I 

01 I Common Stock Issued I Number of Shares Authorized I 100 
I Par or Stated Value per Share 0.05 

I I Outstandino Number of Shares I 70 
I Close of Period Amount 4 - 

I Preferred Stock Issued I Number of Shares Authorized I 

1 I Outstandino Number of Shares I 

I Net Income or (Loss) 
I I Dividend Paid ! 516,955,385 I Balance at Close of Year 

FERC FORM NO. 60 (REVISED 12-07) Page 201 



Case No. 2011-124 
AG-DR-01-037 (ii i)  attachment 
Page 1 o f51  

Resubmission Date 
(Mo, Da, Yr) 

Year of Report 

Duke Energy Business Services, LLC l(2) - A  Resubmission 

21 1 Miscellaneous Paid-In-Capital ($229,489,81 I) 

l I  2008 

On July 1,2008, Duke Energy Business Services (DEBS) merged with Duke Energy Shared Services (DESS). In conjunction with 
this transaction, approximately ($213M) of equity was transferred to DEBS. Since the carrying amounts of liabilities exceeded the 
carrying amount of the assets transferred, the transfer was recorded as a contribution of capital. Prior to July 1, 2008, Cinergy 
owned DESS which filed their own FERC Form 60. 
/Schedule Page: 201 Line No.: 13 Column: d 
The nature of net income for 2008 is primarily a management fee charged to DE Carolinas for providing administrative, 
c n a n a g e - i p p  

1 FERC FORM NO. 60 (NEW 12-05) Footnotes. 1 I 



Case No. 2011-124 
AG-DR-01-037 (iii) attachment 
Pace 1 of 51 

Name of Respondent This Re ort Is: Resubmission Date YearlPeriod of Repor 

Duke Energy Business Services, LLC 
(Mo, Da. Yr) 

I 1  Dec31. 2008 
( 1 )  $An Original 
(2) n A Resubmission 

Schedule XI1 - Long Term Debt 

1. For the advances from associate companies (Account 223), describe in a footnote the advances on notes and advances on open 
accounts. Names of associate companies from which advances were received shall be shown under the class and series of obligation 
in Column (c)" 
2. For the deductions in Column (h), please give an explanation in a footnote. 
3. For other lona-term debt (Account 224). list the name of the creditor comnanv or orsanization in Column (b). 

lnleresl I Amoun! Authorized I Balance a! Beginning I Additions Deductions I Balance al Close 01 Accounl line of Accounl 
Number 

Line 
No 

(a) 

I Of Year I I Year Obligation 

- 
1 223 Aovances lrom Assmale Campanies 

2 Assoc ale Company 

3 

/ili l O l k r  Long-Ten Debt 

Lis! Credilor: 

+-+ 18 

19 U 
22 I I 
23- I 

Page 202 FERC FORM NO. 60 (REVISED 12-07) 



Case No. 2011-124 
AG-DR-01-037 (iii) attachment 
Page 1 of 51 

~i~~ 
No 

1 
2 
3 

Schedule Xlll -Current and Accrued Liabilities 

1. Provide the balance of notes and accounts payable to each associate company (Accaiints 233 and 234) 
2. Give descriptian and amount of miscellaneous current and accrued liabilities (Account 242). Items less than $50,000 may be 

grouped, showing the number of items in each group. 

Account Title of Account 
Number (b) 

(8) 
233 Notes Payable to Associates Companies 

4 
5 
6 
7 

1 

-~ 

11 
12 
13 
14 
15 
16 
17 
18 

-. 

- 

1 

- 

-. 27 
28 
29 
30 

23 
24 
25 
^^ 

234 Accounts Payable to Associate Companies 

40 
4 1 
42 
43 
44 

-- 

of Year 

--- 
242 Miscellaneous Current and Accrued Liabilities 

-_ - 

1 

49 
50 

FERC FORM NO. 60 (REVISED 12-07) Page 203 
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Case No. 2011-124 
AG-DR-01-037 (iii) attachment 
Page 1 of51 

Name of Respondent This Report is: 
(1 ) X An Original 
(2) -A Resubmission Duke Energy Business Services, LLC 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

I l  2008 

ISchedule Page: 203 Line No.: I Column: d 
Duke Energy Carolinas, LLC $291,054,962 
Duke Energy Indiana, Inc $1 04,104,417 

Total $395,159,379 
/Schedule Page: 203 Line No.: 24 Column: c 
Duke Energy Carolinas, LLC $78,298,188 
Cinergy Corporation $23,563,603 

Total $101,861,791 
[Schedule Page: 203 Line No.: 24 Column: d 
w r a t i o a 4 W W 6 2  
/Schedule Page: 203 Line No.: 41 Column: c J 
Accrued Salaries and Wages 2,777,861 
Reserve for Severance 13,220,383 
Incentive Reserve 71,287,181 
Deferred Rent 11,041,487 
Reserve for Current Portion of Rent 2,412,492 

182,628 
Accrued Payables other 588,250 

Reserve for Employee Retirement and Vacation Entitlement $40,037,121 

Reserve for Dues 

/Schedule Page: 203 Line No.: 41 Column: d I 
Reserve for Employee Retirement and Vacation Entitlement 
Accrued Salaries and Wages 
Reserve for Severance 
Incentive Reserve 
Deferred Rent 
Deferred Executive Compensation 
Reserve for Current Portion of Rent 
MedicaVDental Costs Reserve 
Reserve for Dues 
Miscellaneous payroll deductions 
Accrued payables other 
Other Miscellaneous (2) 

90,787,600 
5,134,182 

4,443,443 
36,372,897 
23,196,896 
41,258,825 

62,875 
88,071 
67,334 

1,178,820 

73,564 
(2,438) 

FERC FORM NO. 60 (NEW 12-05) Footnotes.1 I 
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Page 1 of 51 

Name of Respondent 

Duke Enerav Business Services. LLC 
(Mo, Da, Yr) 

This Report is: 
(1) &An Original 
(2) A Resubmission 

I Schedule XIVLNotes to Financial Statements - 
1" Use the space below for important notes regarding the financial statements or any account thereof. 
2. Furnish particulars as to any significant contingent assets or liabilities existing at the end of the year. 
3. Furnish particulars as to any significant increase in services rendered or expenses incurred during the year. 
4. Furnish particulars as to any amounts recorded in Account 434, Extraordinary Income, or Account 435, Extraordinary Deductions. 
5. Notes relating to financial statements shown elsewhere in this report may be indicated here by reference. 
6. Describe the annual statement supplied to each associate service company in support of the amount of interest on borrowed capital and 
compensation for use of capital billed during the calendar year State the basis for billing of interest to each associate company. If a ratio, 
describe in detail how ratio is computed. If more than one ratio explain the calculation. Report the amount of interest borrowed and/or 

compensation for use of capital billed to each associate company 

Duke Energy Business Services, LLC 
Notes To Consolidated Financial Statements 

For the Year Ended December 31,2008 

1. Summary of Significant Accounting Policies 

Nature of Operations and Basis of Consolidation. Duke Energy Corporation (collectively with its subsidiaries, Duke Energy), is an energy 
company primarily located in the Americas These Consolidated Financial Statements include, afler eliminating intercompany transactions and 
balances, the accounts of Duke Energy Business Services, LLC Duke Energy Business Services, LLC provides administrative, management and 
support services to Duke Energy's subsidiaries. On July 1, 2008, Duke Energy Shared Services, Inc.(DESS) was merged into Duke Energy Business 
Services,LLC (DEBS) In conjunction with this transaction. approximately $206 million of assets and approximately $41 9 million of liabilities were 
transferred to DEBS, including $1 8 million of intercompany receivables and $1 03 million of intercompany liabilities 

Use of Estimates. To conform to generally accepted accounting principles (GAAP) in the United States (U S ), management makes estimates and 
assumptions that affect the amounts reported in the Consolidated Financial Statements and Notes Although these estimates are based on 
management's best available information at the time, actual results could differ. 

Cash and Cash Equivalents. All highly liquid investments with maturities of three months or less at the date of acquisition are considered cash 
equivalents 

Property, Plant and Equipment. Property, plant and equipment are stated at the lower of historical cost less accumulated depreciation or fair 
value, if impaired. DEBS capitalizes all construction-related direct labor and material costs, as well as indirect construction costs Indirect costs include 
general engineering, taxes and the cost of funds used during construction (see "Allowance for Funds Used During Construction (AFUDC)," discussed 
below). The cost of renewals and betterments that extend the useful life of property, plant and equipment are also capitalized The cost of repairs, 
replacements and major maintenance projects, which do not extend the useful life or increase the expected output of the asset, is expensed as 
incurred Depreciation is generally computed over the estimated useful life of the asset using the composite straight-line method. The average 
depreciation rate was 21.26% for 2008. 

amortization accounts are reduced See Note 5 for further information on the estimated useful lives of DEBS'S property, plant and equipment balance. 

Severance and Special Termination Benefits. DEBS has an ongoing severance plan that is accounted for primarily under SFAS No. 112, " 
€mplo,yers' Accounting for Postemployment Benefits" (SFAS No. 11 2). In general, the longer a terminated employee worked prior to termination the 
greater the amount of severance benefits under this ongoing severance plan Under SFAS No. 1 12, DEBS records a liability for severance once a plan 
is committed to by management, or sooner if severances are probable and the related severance benefits can be reasonably estimated. DEBS 
accounts for involuntary severance benefits that are incremental to its ongoing severance plan benefits in accordance with SFAS No 146, " Accounting 
for Costs Associated with Exit or Disposal Activities " (SFAS No. 146) Under SFAS No 146, DEBS measures the obligation when all the criteria of 
SFAS No. 146 are met and records the expense at its fair value at the communication date if there are no future service requirements, or, if future 
service is required to receive the termination benefit, ratably over the service period From time to time, DEBS offers special termination benefits under 
voluntary severance programs. These voluntary severance programs may or may not include severance payments accounted for under the ongoing 
severance plan. Special termination benefits are accounted for under SFAS No. 88, " Employers' Accounting for Settlements and Curtailments of 
Defined Benefit Pension Plans and for Termination Benefits " (SFAS No 88). Under SFAS No. 88, special termination benefits are measured upon 
employee acceptance and recorded immediately absent a significant retention period. If a significant retention period exists, the cost of the special 
termination benefits are recorded ratably over the remaining service periods of the affected employees Employee acceptance of voluntary severance 
benefits is determined by management based on the facts and circumstances of the special termination benefits being offered. See Note 4 for further 
information on DEBS' severance programs. 

When DEBS retires or sells non-regulated properties, the cost is removed from the property account and the related accumulated depreciation and 

Regulation. DEBS is governed by the Utility Holding Company Act of 2005 (PUHCA 2005), under the Federal Energy Regulatory Commission's 
(FERC) jurisdiction. 

Stock-Based Compensation. Effective January 1,2006, DEBS adopted the provisions of SFAS No. 123(R), "Share-Based Payment" (SFAS 
No. 123(R)) SFAS No. 123(R) establishes accounting for stock-based awards, including stock options, exchanged for employee and certain 
non-employee services. Accordingly, for employee awards, equity classified stock-based compensation cost is measured at the grant date, based on 
the fair value of the award, and is recognized as expense over the requisite service period, which generally begins on the date the award is granted 
through the earlier of the date the award vests or the date the employee becomes retirement eligible Share-based awards, including stock options, 
>ranted to employees that are already retirement eligible are deemed to have vested immediately upon issuance, and therefore, compensation cost for 
those awards is recognized on the date such awards are granted See Note 7 for further information 
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Schedule XIV- Notes to Financial Statements 
~ 

Revenue Recognition. DEBS provides to the affiliated companies a variety of centralized administrative, management, and support services in 
accordance with agreements approved by FERC under the PUHCA 2005 The costs of these services are charged on a direct basis or, for general 
costs which cannot be directly attributed, based on predetermined allocation factors defined in the service agreements between DEBS and the client 
companies (See Methods of Allocation ) 

Income Taxes. The separate return method is used to allocate tax expense or benefits to the subsidiaries whose investments or results of 
operations provide these tax expenses or benefits The accounting for income taxes essentially represents the income taxes that DEBS would incur if 
DEBS was a separate company filing its own tax return as a C-corporation 

deductions or income positions Management assesses the probabilities of successfully defending the tax deductions or income positions based upon 
statutory, judicial or administrative authority 

Management evaluates and records contingent tax liabilities and related interest based on the probability of ultimately sustaining the tax 

New Accounting Standards. The following new accounting standards were adopted by DEBS during the year ended December 31,2008 and the 
impact of such adoption, if applicable, has been presented in the accompanying Consolidated Financial Statements. 

~ S S f f g P J o - - Q 6 ~ ~ G G Q ~ , n t i R ~ Q ~ R G Q m ~ ~ ~ e ~ e ~ ~ ~ ; ~ ; d ~ R d ~ R ~ ~ a ~ 8 a S e ~ ~ ~ e R ~ ~ ~ ~ ( ~ ~ ~ R e  7007, the F ITF 
reached a consensus that would require realized income tax benefits from dividends or dividend equivalents that are charged to retained earnings and 
paid to employees for equity-classified nonvested equity shares, nonvested equity share units, and outstanding equity share options to be recognized 
as an increase to additional paid-in capital In addition, ElTF 06-1 1 requires that dividends on equity-classified share-based payment awards be 
reallocated between retained earnings (for awards expected to vest) and compensation cost (for awards not expected to vest) each reporting period to 
reflect current forfeiture estimates For DEBS, ElTF 06-1 1 has been applied prospectively to the income tax benefits of dividends on equity-classified 
employee share-based payment awards that are declared in fiscal years beginning January 1, 2008, as well as interim periods within those fiscal years 
The adoption of ElTF 06-1 1 did not have a material impact on DEBS’S consolidated results of operations, cash flows or financial position 

2. Acquisitions 

conjunction with this transaction, approximately $206 million of assets and approximately $4 19 million of liabilities were transferred to DEBS. including 
$18 million of intercompany receivables and $103 million of intercompany liabilities 

Cinergy Merger On July 1,2008, Duke Energy Shared Services (DESS) was merged into Duke Energy Business Services (DEBS) In 

3. Income Taxes 

The following details the components of income tax expense for the year ended December, 31, 2008. 

Income Tax Expense 

Current income taxes 
Federal 
State 

Total current income taxes 

Deferred income taxes 
Federal 
State 

Total deferred income taxes 

Total income tax expense from continuing operations 

Total income tax expense (benefit) from discontinued operations 

Total income tax expense included in Comparative Income Statement 

2008 
(in millions) 

76 
5 

81 

E -. 
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Net Deferred Income Tax Asset Components 

Year of Report 

2008 

2008 
(inmillians) 

Deferred credits and other liabilities 
Investments and other assets 

$ 34 
35 

Total deferred income tax assets 69 

Accelerated depreciation rates (16) 

5 

$ 53 
Total deferred income tax liabilities 

Net deferred income tax assets 

Duke Energy Business Services, Inc. will participate in the filing of a consolidated federal income tax return with Duke Energy Corporation for the year 
ended December 31, 2008 The current tax liability is allocated among the members of the Duke consolidated group pursuant to a tax sharing 
agreement 

4. Severance and Qther Charges 

under its ongoing severance plan Future severance costs under this plan, if any, are currently not estimable 
Severance and Other Charges. During the year ended December 31,2008, DEBS recorded less than one million of severance charges primarily 

5. Property, Plant and Equipment 

Estimated 
Useful Life 

(Years) 

Buildings and improvements 
Office Furniture and Equipment 
Aircraft and Airport Equipment 
Software 

25 
3 
10 
5 

--- 
- - I FERC FORM 60 (NEW 12-05) ___ 204.3 



Name of Respondent This Report is: Resubrnission Date 
(1) L\s. An Original (Mo, Da, Yr) 

Duke Energy Business Services, LLC (2) __ A Resubrnission I I  

6. Commitments 

Year of Report 

2008 

Operating Lease Commitments 
DEBS leases assets in several areas of its operations Consolidated rental expense for operating leases included in income from continuing 

operations was $42 million in 2008 which is included in the total cost of service The following is a summary of future minimum lease payments under 
operating leases, which at inception had a non-cancelable term of more than one year as of December 31, 2008: 

Operating 
Leases 

(in millions) 
2009 $ 48 
2010 43 
201 1 39 

F M S ;  33 
2013 27 
Thereafter 120 

Total future minimum lease payments $ 31 0 

7. Stock-Based Compensation 

DEBS accounts for stock-based compensation under the provisions of SFAS No. 123(R). SFAS No. 123(R) established accounting for stock-based 
awards exchanged for employee and certain nonemployee services. Accordingly, for employee awards, equity classified stock-based compensation 
cost is measured at the grant date, based on the fair value of the award, and is recognized as expense over the requisite service period DEBS is 
allocated stock-based compensation expense from Duke Energy as certain of its employees participate in Duke Energy's stock-based compensation 

program. 

stock for awards to employees and outside directors The 2006 Plan superseded Duke Energy's 1998 Long-term Incentive Plan, as amended (the 1998 
Plan), and no additional grants will be made from the 1998 Plan. Under the 2006 Plan, the exercise price of each option granted cannot be less than the 
market price of Duke Energy's common stock on the date of grant and the maximum option term is I O  years. The vesting periods range from 
immediate to five years. Duke Energy has historically issued new shares upon exercising or vesting of share-based awards In 2009, Duke Energy may 
use a combination of new share issuances and open market repurchases for share-based awards which are exercised or vested. Duke Energy has not 
determined with certainty the amount of such new share issuances or open market repurchases. 

The 2006 Plan allows for a maximum of 15 million shares of common stock to be issued under various stock-based awards other than options and 
stock appreciation rights. 

Payments for cash settled awards during the year ended December 31, 2008 were immaterial 

Duke Energy's 2006 Long-term Incentive Plan (the 2006 Plan), approved by shareholders in October 2006, reserved 60 million shares of common 

Stock-Based Compensation Expense 
DEBS recorded pre-tax stock-based compensation expense included in the total cost of service for the year ended December 31, 2008, as follows: 

Stock Options 
Stock Appreciation Rights 
Phantom Stock 
Performance Awards 
Other Stock Awards 

2008 
(in millions) 

$ 2 

14 
20 

1 

- 

__ 

Total $ 37 - 
8. Notes Payable to Associated Companies 

DEBS participates with Duke Energy and ather Duke Energy subsidiaries in a money pool arrangement to better manage cash and working capital 
requirements lJnder this arrangement, those companies with short-term funds may provide short-term loans to affiliates participating under this 
arrangement. 

I 
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Schedule XV- Comparative Income Statement 

Account Title of Account Current Year Prior Year 

103 bepreciation Expenses 60,104,114 

104 IAmortization of Limited-Term Prooertv I 64,054 I I 
~ 

105 Amortization of Other Property 

107 3 Regulatory Debits ( 739,062) 

107 4 Regulatory Credits 

108 1 Taxes Other Than Income Taxes, Operating Income 28,341,161 

_- 
~ 

109 1 ilncome Taxes, Operatina Income I ( 7,200,170) I 

110 1 IProvision for Deferred Income Taxes. Ooeratina Income I I I 
111 1 

111 4 Investment Tax Credit, Service Company Property 1,203,616 

i l l  6 Gains from Disposition of SeMce Company Plant 

111 7 Losses from Disposition of Service Company Plant 

$1 1 10 i Accretion Expense 

Provision for Deferred Income Taxes- Credit, Operating Income 

$12 ICosts and ExDenses of Construction or Other Services I 247,942,734 I I 

118.1 IEauilv in Eaminas of Subsidiaw Companies I I I 
119 ]Interest and Divldend Income 239,469 I 

__  ~ ~ 

for Other Funds Used Dunng Construction 

80,523 ::d 
426 2 hfe Insurance 

426 3 Penalties 100 

~L_ on Disposition of Property 

Miscellaneous Amortization 

Donations 2,613,030 

I_ 

426 4 IExoenditures for Certain Civic. Political and Related Activities I 5,132,880 I I 
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YearIPeriod of Repoi 

Dec31, 2008 

Schedule XV- Comparat ive Income Statement (continued) 

Account Title of Account 
Number 

(a) (b) 

Taxes Other Than Income Taxes, Other Income and Deductions 

Income Taxes, Other Income and Deductions 

10 2 IProvision for Deferred Income Taxes, Other Income and Deductions 

11 2 

11 5 

Provision for Deferred Income Taxes - Credit, Other Income and Deductions 

Investment Tax Credit, Other income Deductions 

TOTAL TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS (Total of Lines 41-45) 
__ 

Interest on Long-Term Debt 

Amortization of Debt Discount and Exoense 

29 

30 

31 Other Interest Expense 

32 

(less) Amortization of Premium on Debt- Credit 

Interest on Debt to Associate Companies 

(less) Allowance for Borrowed Funds Used During Construction-Credit 

ITOTAL INTEREST CHARGES (Total of Lines 48-53) 

NET INCOME BEFORE EXTRAORDINARY ITEMS (Total of Lines 23,30, minus 39,46, and 54) 

EXTRAORDINARY ITEMS 

34 Extraordinary Income 

35 (less) Extraordinary Deductions 

lNet Extraordinary Items (Line 57 less Line 58) 

09 4 I(less) Income Taxes, Extraordinary 

Extraordinary Items After Taxes (Line 59 less Line 60) 

NET INCOME OR LOSSlCOST OF SERVICE (Total of Lines 5561) 

Current Year Prior Year 

5,774,041 I 

12,041,793 

i7,ai 5.834 

2,281,317 

854,035 

5,120,165 
______ 

( 1,984,813) I 
22,619,581 I + 

465,349 I 
( 465,349) + 22,154,232 
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Expense - Income Statement 
415 Jobbing and contract work (568,891 ) 
41 7 Revenues from non-utility (25,960,301 ) 

418 Equity in earnings of subsidiary (218,764) 
operations 

mtTan i=  
422 Foreign Currency gain/loss 
450 Forfeited Discounts 
451 Misc. Service Revenue 
454 Rent from electric property 
455 Subsidiary Cost Of Capital 
456 Other electric revenues 

Total Expense - Income Statement 

(47,953) 
(1 50) 

(372,964) 
(I ,652,651) 

(1 20,184) 
(27,133,714) 
(56,075,571) 

Expense - Balance Sheet 
101 
105 
106 
107 
108 

116 
118 
120 
121 
124 
163 
181 
182 
183 

184 
185 
186 

Gas plant in service 
Investment tax credit adjustments 
Miscellaneous expense accounts 
Construction work in progress 
Accumulated provision for 
depreciation of utility plant 
Other electric plant adjustments 
Other Utility CWlP 
Nuclear Fuel In Process 
Nonutility Property 
Other investments 
Stores expense undistributed 
Unamortized debt expense 
Other regulatory assets 
Preliminary survey & investigation 
charges 
Clearing accounts 
Temporary facilities 
Misc. deferred debits 

Total Expense - Balance Sheet 

6,005 
15,305 
1,836 

231,288,940 
-207,493 

11 
303 

2,461 
982,758 
124,135 

29,933,381 
1,048,368 

12,074,640 
51 5,182 

-267,945 
-1 51,467 

28,651,885 
304,OI 8,305 

247,942,734 
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\ssociate Compan 
Direct Cost 

(C) 

4 

5 
6 

7 

8 

y 

10 

408 1 408 2 Taxes Other Than Income Taxes 

409 i 409 3 Income Taxes 

410 1-411 2 Provision for Deferred Taxes 

411 1 411 2 Provision for Deferred Taxes - Credit 

4 i i  6 - LossesfromDispostion~ervic~rnpanyeIar 

411 4 411 5 Investment Tax Credit Adjustment 

I 

Gain from Disposition of Service Company Plant 

15 

16 
17 

18 

19 

20 

418 i 

419 1 

Interest and Dividend Income 

Allowance for Other Funds Used During 
Construction 

421 Miscellaneous Income or Loss 

421 i Gain on Disposition of Property 

421 2 Loss on Disposition Of Property 
425 Miscellaneous Amortization 

23 

24 

4263 Penalties 

426 4 Expenditures for Certain Civic, Political and 
Related Activities 

25 

26 

27 

28 

2g 

30 

31 

32 

33 

426 5 Other Deductions 

427 Interest On Long-Term Debt 

428 

429 

430 

431 Other Interest Expense 

~ 0 0 5 0 9  

Amortization of Debt Discount and Expense 

Amortization of Premium on Debt - Credit 

Interest on Debt to Associate Companies - 

Total Steam Power Generation Operation 

Expenses 

Total Steam Power Generation Maintenance 
Expenses 

Total Nuclear Power Generation Operation 
Expenses 

Total Nuclear Power Generation Maintenance 
ExDenses 

5io.515 

517.525 

528.532 

Nonassociate 
Company 

Indirect Cost 
(9) 

Nonassociate 
Company 
Tolal Cost 

(h) 

\ssociate Cornpan' 
Indirect Cas1 

(d) 

58.713,7! 

Total Cost Company 
Direct Cost 

64.054 

1 1403403 i !Depreciation Expense 

2 404405 IAmortization Expense 

IRegulatory DebitdCredits - Net 

M.O! 

[ 739.06 

11,652.5! 16,688,61 

273,250.71 1 I 5.385.8! Services 

Costs and Expenses of Merchandising, Jobbing, 
and Contract Work for Associated Companies 

267,864,8 

122.1 

218.71 

50.01 

1,91 

80.5: 

136.5! 

80,523 

2,613,030 = 21 1426 1 /Donations 2.476,4! 

11 - 5,132,880 1.246.4 3.886.4 

201.41 5.515.6321 5.314,l 

2.281.3 

246,2, 
-- 2,281,317 

854.035 
I 

43,966,340 

24,568,727 

25,490,154 

607,7 

42,569.0 1.397,3 

19.4 24,549,2 

25.487.1 

6.610.9 

3.M 

4.3. 
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litle of Account Associate Company 
Direct Cast 

(C) 

725.774 

687,331 

22,197,541 

815.883 

Number 
Associate Company 

Indirect Cost 

(d) 

1 

66,70 

30 

Expenses 
541 545 1 Total Hydraulic Power Generation Maintenance 

36 Expenses 

Associale Company 
Tola Cost 

(e) 

Power Generation Operation 

37 

Nonassociate Nonassociale Nonassociate 
Company Company Company 

Direct Cost Indirect Cost Tolal Cost 
(f) (9) (h) 

~ 551.554 1 Total Other Power Generation Maintenance 
38 Expenses 

39- s s s s 5 ~ T e t a C Q t h e ~ w e c S u p p p e r ~ t i o n ~ p e n s ~  

40 560 Operation Supervision and Engineering 

41 561 1 Load Dispatch-Reliability 

42 System 

43 Scheduling 

5612 Load Dispatch-Monitor and Operate Transmissio 

Load Dispatch-Transmission Service and 561 3 

-~ 

FERC FORM NO. 60 (REVISED 12-07) 

44 

45 

46 

47 

48 

49 

50 
51 

52 

53 

54 

55 

56 
-- 

57 

58 

59 

60 

61 

62 

63 

64 

65 

-- 

66 -. 

67 

68 

561 4 

561 5 

561 6 Transmission Service Studies 

561 7 Generation lntermnnection Studies 

561 8 

Scheduling, System Control and Dispatch Servicj 

Reliability Planning and Standards Development 

Reliability Planning and Standards Development 
Services 

$62 Station Expenses (Major Only) 

563 

564 

565 

566 Miscellaneous Transmission Expenses (Major 

567 Rents 
567 1 

Overhead Line Expenses (Major Only) 

Underground Line Expenses (Major Only) 

Transmission of Electricity by Others (Major Only 

Only) 

Operation Supplies and Expenses (Nonmajor 

Total Transmission Operation Expenses 

Maintenance Supervision and Engineering (Majo 

Only) 

568 

Only) 
569 Maintenance of Structures (Major Only) 

569 1 Maintenance of Computer Hardware 

5692 Maintenance-of Computer Software 

569 3 

569 4 

Maintenance of Communication Equipment 

Maintenance of Miscellaneous Regional 
Transmission Plant 

Maintenance of Station Equipment (Major Only) 

Maintenance of Overhead Lines (Major Only) 

Maintenance of Underground Lines (Major Only) 

Maintenance of Miscellaneous Transmission Plar 
(Major Only) 

Maintenance of Transmission Plant (Nonmajor 

Total Transmission Maintenance Expenses 

570 

571 

572 

573 

574 

Only) 

- 

-. 
10,801 

1,323.26 

120,062 

4,883,51E 

( 6,04€ 

264.95 & 
7,732.411 

2,260,394 

354.00C 

20,036,415 80.46 

75.38 

221.44d 

1.153.31d 

87.29 I 10.69 

7,286,21 88.59 I Page 304 

687.331 

805.6221 I I 
1,014,232 

I I I 
1,359,963 

114,016 

4,883,518 

- 
5,477 

12,885 

314.886 

994,526 

264.9501 I I 

354,000 

20,116,879 

75,385 

18.462 

1,712,703 

2,807.880 

221,442 

1,153,3191 I I 
1,374,926 I 

10.697 

7,374,814 I 
I I 
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Assxiale Cornpan! 
Direct Cost 

h e  
No 

69 

70 

71 

72 

73 

74 

75 
- 
76 

77 

issxiale Company 
Indirect Cost 

Account TiUe 01 Account 
Number 

(a) (b) 

575 1.575 8 Total Regional Market Operation Expenses 

576 1.5765 Total Regional Market Maintenance Expenses 

580.589 Total Distribution Operation Expenses 

590.598 Total Distribution Maintenance Expenses 

Total Electric Operation and Maintenance 
Expenses 

800.812 Total Other Gas Supply Operation Expenses 

814.826 Total Underground Storage Operation Expenses 

BJ~~ ’FOta l - t JndeTgTound f to rag t tMa in tenan~~  

Expenses 

840-6423 Total Other Storage Operation Expenses 

_- 

Nonassociale 
Company 
Total Cost 

(h) 

78 

79 

Nonassociate 
Company 

Indirect Cost 
(9) 

843 1.8439 Total Other Storage Maintenance Expenses 

844 1.846 2 Total Liquefied Natural Gas Terminaling and 
Processing Operation Expenses 

4ssxiale Company 
Total Cost 

87 

BE 

59 

30 
31 

32 

33 

94 

Nonassociale 
Company 
Direcl Cost 

(t) 

856 Mains Expenses 

857 

856 

859 Other Expenses 

850 Rents 

Measuring and Regulating Station Expenses 

Transmission and Compression of Gas By Others 

Total Gas Transmission Operation Expenses 

Maintenance of Structures and lmprovements- 

861 Maintenance Supervision and Engineering 

862 

35 
36 

37 

863 Maintenance of Mains 

864 

865 

Maintenance of Compressor Station Equipment 

Maintenance of Measuring And Regulating Statior 
Equip m e n t 

3,839.74t 3.839.7L ~ _ _ _ _  

498,15: 8,870,8: 9,368,981 

5,689,741 5,624.6: 65,051 

461.218,4: 51.040.31: 552,258.74! 

19,285 19.2 

173.1‘ 3.51: 176.65: 

Total Liquefied Natural GasTeminaltng and 
BO Processing Maintenance Expenses 

71 

-~ 
7f 

38 866 Maintenance of Communication Equipment 

99 867 Maintenance of Other Equipment 

00 

01 671.681 Total Distribution Operation Expenses 

02 885-894 Total Distribution Maintenance Expenses 

-. 

Total Gas Transmission Maintenance Expenses 

Total Natural Gas Operation and Maintenance 
03 Expenses 

( 1,190,805: 

614,661 
- . - ~  ( 1,195.10 4.30: 

391 614,2f 

( 387.64 ( 379,436: 

521.63( 

8.21: 

91.13: 430,4! 
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4ssociale Compan) 
Direct Cos! 

( 4  

Nonassociale 
Company 

Direcl Cos! 
(r) 

Nonassociale Nonassociate 
Company Company 

lndirecl Cos! TOM Cm! 
(9) (h) 

ssociate Company Associate Company 
lndirecl Cost TOM Cmt 

( 4  (e) 

Number 

12 IMeter reading expenses 364.71 35d 365.13 

13 

14 Uncollectible accounts 

15 MGaneous customer accounts expenses 

16 

Customer rewrds and collection expenses 

Total Customer Accounts Owration ExDenses- 

11.392.05 50,094.79 38.702,71 

35.287.21 

89.61 ' 1911 89.80 

17 ISupervision 

720.29 

~ 

621.W 18 Customer assistance expenses 

19 Informational And lnstruclional Advertising 
- Expenses 

o Miscellaneous Customer Service And 
Informational Expenses 

Total Service and Informational Operation 
Acwunts 

- 

5.728.089 18.818,41 13,090,3: 

88,587.01 

fi: t ISupervision 

z IDemonstrating and Selling Expenses , 
3 ]Advertising Expenses 

127.026 127,02 Miscellaneous Sales Expenses 

Total Sales Operation Expenses 

Administrative and General Salaries 

Office Supplies and Expenses 

127.02 127.71 

163.354,63 194,723.44 

50,781,782 73.480,73 

26,864.16 

11,567.66 

31,368.8[ 

555.8: I !4 IProperty Insurance 

23,287.36 !5 Injuries and Damages 

!6 IEmployee Pensions and Benefits 22,698,91 

7.940,96 I 7,940.38 !a Regulatory Commission Expenses 

IO 1 General Advertising Expenses 

io2 Miscellaneous General Expenses 

11 Rents 

Total Administrative and General Operation 
Expenses 

Maintenance of Structures and Equipment 

Total Administrative and General Maintenance 
Expenses 

Total Cost of Service 

15 - 

5,51573 17,0873 

747.883.79 1.449.524,M 

11,571,6: 

15,380.01 ! 151.235,56 

986,11 

152,221.7' 

701.640.2! 
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Name of Respondent 

Duke Energy Business Services, LLC 

I_ 

Total Charges for Services 
Indirect Cos! 

This Re ort Is: Resubmission Date YearlPeriod of Repc 
(1) d A n  Original 
(2) n A  Resubmission 

(Mo. Da. Yr) 
I I  Dec31. 2008 - 

.~ Account Number ntleo;: 

h e  

9- 
10 

1 I - 

12 

13 
14 

15 

16 

17 

18 

19 

Total Charges for Services 
Total Cos! 

r tossesmmrDispusitiorrumfServiceeomprmgPlai 
411 4.411 5 Investment Tax Credit Adjustment 

411 io Accretion Expense 

412 Costs and Expenses of Construction or Other 
Services 

Costs and Expenses of Merchandising, Jobbing, 
and Contract Work for Associated Companies 

416 

418 Non-operating Rental Income 

418 1 Interest and Dividend Income 

419 I Allowance for Other Funds Used During 

Construction 

421 Miscellaneous Income or Loss 

421 I Gain on Disposition of Property 

421 2 Loss on Disposition Of Property 

Total Charges for Services 
Direct Cos! 

22 

23 

24 

25 
26 

27 
!8 

426 2 Life Insurance 

4263 Penalties 
4264 Expenditures for Certain Civic, Political and 

Related Activities 

4265 Other Deductions 

427 Interest On Long-Term Debt 

428 

429 

Amortization of Debt Discount and Expense 

Amortization of Premium on Debt - Credit 

1 1403 403 i IDeDreciation Expense 1390.32 60.104.1' 58,713.79 

64.0: 64.0: 

( 739.06: 

11.652.5: 

( 739.06 

28.341,lt 16,688,60. 

8 1411 6 IGain from Disposition of Service Companv Plant 

5 385 85 273.250.7' 

122 1: 

267,864,85 

122.12 

218.7f 218,7t 

50,OC 50.0[ 

1,9[ 1,90 

80,52 80,5: 

20 1425 IMiscellaneous Amortization 

21 14261 /Donations 2.476.4f 136.55 2.613.0: 

1c 

3,886,441 

201.46 

1,246.e 

5,314,17 

5.132.8t 

5.515.6: 

29 (430 llnterest on Debt to Associate Companies 2,281.31 2,281.31 

607.70 246.24 854.0: 

42.569.02 1.397.31: 43.9663 31 Expenses 

Total Steam Power Generation Maintenance 
32 1510.515 I Expenses 24.549.27 19.451 24.568.72 

Total Nuclear Power Generation Operation 
33 Expenses 25,487.14 25,490,lE 

528-532 Total Nuclear Power Generation Maintenance 
Expenses 6,610,96 4 , a  6.615.28 
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Name of Respondent 

Duke Energy Business Services, LLC 

This Re orl Is: 
(1) $An Original 
(2) nA Resubmission 

Resubmission Date Yeadperiod of Reporl 

I /  Dec31, 2008 
(Mo, Da. Yr) 

Tokl Charges lor Services Total Charges for Services 
Direct Cost Indirect Cost 

Total Charges for Services 
Total Cost 

687.331 687.331 

1,025,033 

1.323.266 

( 1~,801) 1.014.232 

36,697 1,359,963 

45 

46 

47 

48 

49 

50 

561 5 

561 6 Transmission Service Studies 

561 7 Generation Interconnection Studies 

561 8 

Reliability Planning and Standards Development 

Reliability Planning and Standards Development 
Services 

562 Station Expenses (Major Only) 

563 Overhead Line Expenses (Major Only) 

12,885 

314,886 

994,526 

264.950 

12,885 

314.886 

994,526 

264,950 
- 

58 

59 

60 

61 

62 

63 

64 

65 

569 Maintenance of Structures (Major Only) 

569 1 Maintenance of Computer Hardware 

5692 Maintenance of Computer Software 

569 3 Maintenance of Communication Equipment 

5694 Maintenance of Miscellaneous Regional 
Transmission Plant 

Maintenance of Station Equipment (Major Only) 

Maintenance of Overhead Lines (Major Only) 

Maintenance of Underground Lines (Major Only) 

- 

vo 
571 

572 

2,806,574 

21,442 __ 

1,153,313 

1,287,635 - 

1.306 2,807,880 

21,442 -_I. 

1,153,319 

87,291 1,374,926 

7.286.2171 88,597 I 7,374,814 I 

Account Title of Account 
Number 

Line 

535.540 I Total Hydraulic Power Generalion Operation 
135 I I Expenses 725,774 15 I 725,789 

541.545 i Total Hydraulic Power Generation Maintenance 
136 I IExpenses 

Expenses 

Expenses 

2,197,541 66.70[1 22,264,241 

I40 1560 IOperation Supervision and Enqineennq 745,0081 60,614 I 805,622 I 
I41 1561 I ILoad Dispatch-Reliabilitv 

Load Dispatch-Monitor and Operate Transrnissio 

I42 116" Lvstem 
Load Dispatch-Transmission Service and 

143 I Schedulinq 120,062 I 6,046) 114,016 

I44 1561 4 ISchedulina. Svstem Control and Dispatch Servic 4.883.5181 I 4.883.518 I 

5 4771 I 5.477 I 

51 1564 

52 1565 ITransmission of Electricity by Others (Major Only 

IUnderground Line Expenses (Major Only) 

7.732.4101 I 7,732,410 I 
566 Miscellaneous Transmission Expenses (Major 

153 I /Only) 2,260,394 I 2,260,394 

354.0001 I 354.000 I 
567 i Operation Supplies and Expenses (Nonmajor 

155 I L v )  
I56 I ITotal Transmission Operation Expenses 20.036.41 5 I 20,116,879 I 

Maintenance Supervision and Engineering (Majo 

I57 1161 Ioniv) 75.385 75,385 

18.4621 I 18,462 I 
1.712.7031 I 1.712.703 I 

Maintenance of Miscellaneous Transmission Plai 

166 lnl I (Major Only) 10,697 10,697 

Maintenance of Transmission Plant (Nonmajor 

Total Transmission Maintenance Expenses 
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Name of Respondent 

Duke Energy Business Services, LLC 

Account TiUe of Account 
Number 

foe ~ (a) ~ (b) 

j9 575 t 5758 Total Regional Market Operation Expenses 

70 576 15765 Total Reqional Market Maintenance Expenses 

This Re orl Is: Resubmission Date Yeadperiod of Repoi 
(1) d A n  Original 
(2) n A  Resubmission 

(Mo, Da. Yr) 
l I  Dec31. 2008 ____ 

Total Charges for Services 
Direcl Cost 

(0 

74 
75 
- 

76 
77 
78 - 

79 

30 
31 

32 
33 

Tolal Charges for Services 
Indirect Cos1 

U) 

800.812 Total Other Gas Supply Operation Expenses 

814 826 Total Underground Storage Operalion Expenses 

830m7- TataWndergroondStomgage--Maintenance---- 

Expenses 

84043423 Total Other Storage Operation Expenses 

843 I 8439 Total Other Storage Maintenance Expenses 

EM 1.846 2 Total Liquefied Natural Gas Terminaling and 
Processing Operation Expenses 

847 1.8478 Total Liquefied Natural GasTerminaling and 
Processing Maintenance Expenses 

850 Operation Supervision and Engineering 

851 System Control and Load Dispatching 

852 Communication System Expenses 

- - 

Tolal Charges for Services 
Total Cos1 

(k) 

11 

3.839,74 

860 IRents 

3,839,741 

14 

35 
36 

-.-- 37 
18 

19 

71 l580-589 hotal Distribution Operation Expenses 

862 

863 Maintenance of Mains 

864 

865 

Maintenance of Structures and Improvements 

Maintenance of Compressor Station Equipment 

Maintenance of Measuring And Regulating Statio 
Equipment 

866 Maintenance of Communication Equipment 

867 Maintenance of Other Equipment 

8.870.6 498.1: 9.368.98! 

5.689,74! 

552.258.74' 

5,624.65 

461.218.4: 

65,01 

91.040.31 

19.2f 19.28! 

3.51 173,14 176.65 

34 1853 
35 1854 ]Gas for Comoressor Station Fuel 

ICompressor Station Labor and Expenses - 

7E 

10 1859 IOther Expenses 

7E 

13 l86i IMaintenance Supervision and Enaineerinq 

00 I ITotal Gas Transmission Maintenance Expenses 

01 1871.881 ITotal Distribution Operation Expenses I 1.195.10f 4 . x  I 1.190.805 

02 b 5 . 8 9 4  ITotal Distribution Maintenance Expenses 614.26 3s 614.66' 

Total Natural Gas Operation and Maintenance 
03 I I  Expenses I 387.64: 8.21 I 379.436 

430.49 91.1: 521.63 __.__.- 
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dame of Respondent This Re ort Is: Resubmission Date 

Iuke Energy Business Services, LLC 
(Mo, Da. Yr) 

1 1  
(1) d A n  Original 
(2) I-1 A Resubmission - 

- 
Total Charges lor Services 

Total Cast 

YearlPeriod of Report 

Dec31, 2008 

XUe of Accounl Total Charges for Services 
Direct Cost 

Total Charges lor Services 
Indirect Cost 

iccount 
$umber 

355 z Meter reading expenses 

3 

4 Uncollectible accounts 

Customer records and collection expenses 

365,137 

50,094,791 

35.287.214 

364.77€ 

38,702,741 
I 

11,392,05[ 

191 

35,287,214 

89.611 5 Miscellaneous customer accounts expenses 

6 ITotal Customer Accounts Operation Expenses 

89,808 

7 Supervision 

8 Customer assistance expenses 

9 Informational And Instructional Advertising 

o Miscellaneous Customer Service And 

- 

txpenses 

Informational Expenses 

Total Service and Informational Operation 
Accounts 

9 8 . M  720,293 

5,728,08I 18,818,415 

17,310.26! 105,897,288 

625 

88.587,01! 

62: 1 Isuoervision 

7; 72 Demonstrating and Selling Expenses 

Miscellaneous Sales Expenses 

Total Sales Operation Expenses 

Administrative and General Salaries 
-- 

127.02 127.022 

127.719 127,O.Z 

261,070.80: 

106,620,581 

163.354,68 

287,934,972 

118,188,268 

194,723,445 

11,153,837 

1 [Office Supplies and Expenses 

3 loutside Services Emploved 31.368.80i 

555.891 10,597.94' Property Insurance 

Employee Pensions and Benefits 

Regulatory Commission Expenses 

23.287.38f 2.257.79: 25545.179 

50.781.78: 73.480.731 22,698.94! 

7.940.98L 

11.571,62' 

7.940.986 

Miscellaneous General Expenses 

Expenses 

17,087,354 

41,668,153 

5.515,73: 

26.288,09: 15,380,064 

777,722,925 

13,836,798 

626,48735: 

12,910.61' 5 IMaintenance of Structures and Equipment 986.18; 

Total Administrative and General Maintenance 
ExDenses 152,221,74! 639,397,371 791,613,723 

1,449,524,043 ITotal Cost of Service 701.640.25: 747.883,79( 
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Name of Respondent This Report is: Resubmission Date Year of Report 
(1 ) X An Original (Mo, Da, Yr) 

I I  2008 --.- Duke Energy Business Services, LLC (2) _ _ A  Resubmission .-1.- 

FOOTNOTE DATA 

] m e :  304 Line No.: 12 Column: c 
DEBS 
Footnotes for Schedule XVI - 2008 

Balance Sheet DIRECT INDIRECT Grand Total 
101 Gas plant in service 

105 Investment tax credit adjustments 

6 ,005.04 - 6,005.04 

- t S 3 e t ) ; P W 6 5 ; 0 9  
106 Miscellaneous expense accounts 

107 Construction work in progress 

108 Accumulated provision for depreciation of 

116 Other electric plant adjustments 

1 18 Other Utility CW IP 

120 Nuclear Fuel In Process 

121 Nonutility Property 

124 Other investments 

163 Stores expense undistributed 

181 Unamortized debt expense 

182 Other regulatory assets 

183 Preliminary survey & investigation 

184 Clearing accounts 

185 Temporary facilities 

186 Misc. deferred debits 

utility plant 

charges 

Total Balance Sheet 

Income Statement 
401 Operation Expense 

1,835.96 
231,281,384.8 

6 

(207,492 5 0 )  

10.54 

302.71 

2,460.52 

982,758.19 

124,134.64 

29,933,381.21 

1,048,367.82 

12,074,640.40 

515,181.54 

(267,944.68) 

(151,466.57) 

28,651,885.05 
304,010,749.8 

2 

2,723,022.25 

1,835.96 
231,288,939.8 

7,555.00 6 

- (207,492.50) 

10.54 

- 302.71 

2,460.52 

982,758.19 

124,134.64 

- 29,933,381.21 

- 1,048,367.82 

- 12,074,640.40 

- 51 5,181 "54 

- (267,944.68) 

- (1 51,466.57) 

- 28,651,885.05 
304,018,304.8 

7,555.00 2 

744.00 2,723,766.25 
41 5 Jobbing and contract work 

(568,890.99) - (568,890.99) 
1 FERC FORM NO. 60 (NEW 12-05) Footnotes.1 1 



-- 
Name of Respondent This Report is: Resubmission Date 

(1 ) 3 An Original (Mo, Da, Yr) 
(2) - A  Resubmission I I  

454 Rent from electric property 

455 Subsidiary Cost Of Capital 

456 Other electric revenues 

489 Transportation Fees 

71 7 .- 742 Production expenses 

807 - 894 Gas operations 

922 Administrative Exp Transferred - Credit 

927 Franchise Requirements 

929 Duplicate charges - credit 

930 Intercompany A&G 

930.6 Leased Circuit Charges - Other 

930.7 Research and Development 

930.8 R & D-Alternative Energy 

930.9 General Expenses 

Total Income Statement 

Grand Total 

Year of Report 

2008 

41 7 Revenues from non-utility operations (26,403,356.6 (25,960,300.6 

41 9 Interest and dividend income 

422 Foreign Currency gain/loss 

432 AFUDC Debt Component 

450 Forfeited Discounts 

451 Misc. Service Revenue 

3) 443,056.00 3) 

(202,144.18) (37,325.00) (239,469.18) 

(47,952.84) (47,952.84) 
( 5 1  20,164.94 

- ) (5,120,164.94) 

(1 50.00) (1 50.00) 

I9 ,72,964&-) (--6Uj-- 

(1,624,651 “06) (28,000.00) (1,652,651.06) 

(120,183.84) - (120,183.84) 
(26,931,352.5 (27,133,727.5 

1) (202,375.00) 1) 

(15.79) 30.00 14.21 

7,907.32 7,907.32 

5,912.38 5,912.38 

206,874.80 31,949.00 238,823.80 

32,232.30 25,618.00 57,850.30 

(202,400.88) - (202,400.88) 

1,125,838.89 - 1,125,838.89 

743.89 5,807,630.00 5,808,373.89 

9,251,204.47 10,803.00 9,262,007.47 

1,996,237.83 - 1,996,237.83 

4,978,193.22 4,446,337.00 9,424,530.22 
(36,145,895.5 (30,767,593.5 

6) 5,378,302.06 0 )  

6 5,385,857.06 2 
267,864,854.2 273,250,711.3 

. . ~ -  
-- Footnotes.2 I FERC FORM NO. 60 (NEW 12-05) I 



Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC (1) $An Original 
(2) [--I A Resubmission 

(Mo. Da. Yr) 
I I  

Name of Associate Company 

(a) 

YearlPeriod of Repor 

Dec31, 2008 

Total Amount Billed Account 457 1 
Direct Costs Charged 

Ib) 

Account 457 2 Account 457 3 
Indirect Costs Charged Compensation For Use 

of Capital 
IC) Id) 

Line 
No 

2 
3 
4 
5 
6 
7 
8 
9 
10 

._ 

(e) 
( 369.000: 

144,931: 
17.302 

- 
Brownswlle I LLC 
Catamount Celtic Energy Ltd 
Calamount Energy Corporation 
CGP Global Greece Holdings, SA 
CIN Pwr Generation Semce LLC 
CINCAPVLLC 
Cinergy Broadband LLC 
Cinergy Capital and Trading Inc 
Cinerqv Corp 

- 

- 

1 I Bison Insurance Company, Ltd 

249 
499 

745.526 

7,987 136.95 1 

17,302 , 5.146 

16,586 

1 1 

12 
13 
14 

5.146 

Cinergy Global Hellas S A 
Cinergy Global Power Inc 
Cinergy Global Power Sew LTD 
Cinerov Global Power IJK LTD 

36,968 I 
( 513.888)l 

2,454 
( 864.21 1) 

( 4,272.91 5) 
525.889 

36,96E 
( 513.888 

24s 
17.08: 

__ - - 

75.947 
110,186 
141.353 

18 
19 
20 
21 
22 
23 
24 
25 

Cinergy Solutions - Utility, Inc 
Cinergy Ventures LLC 
CINTECILZ 
CSGP Of Southeast Texas LLC 
DE Finance Canada, LP 
DE Marketing Canada LTD 
DE Marketing Ltd Partnership 
DE Merchants, LLC 

-_ 

745,526 
5,481,111 

595.99E 
5,297,876 183,235 

595,998 
38,930 

1.855 

38.93C 
( 116,729: 

1 .e55 
-- 

15 I Cinerqv Global Resources Inc 109.201 I 40.779 I 149,98C 
2,454 16 I Cinergy Investments, Inc 

17 I Cinergy One Inc ( 788.264: 
( 4,162,729: 

667.242 
3.07E 

998,031 
3,078 

998,031 

( 1,054) 
I 561 

( 1,054: 

35.472 
( 56: 

101.3871 I 101.387 
( 816: 
( 308: 

( 18,316: 
349.30E 

.__ ( 308) 

- ( 18,316) 
248.679 100.629 

19,646 15,099,131 I 
( 733.190)l 5,457,622 I 

1 5 1  18,777 
4,724,432 

56,555 
20,461 
37.109 

56.55: 
20,461 
37-1 OS 

7.47E 
3,341 3.34 1 I I 

36 DEGS of Lansing LLC 
37 DEGS of Narrows LLC 
38 DEGS of Oklahoma LLC 
39 DEGS of Philadelohia LLC 

7,478 
352,461 

219.570 

352,461 
( 48,428: 

219.57c 
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Case No. 2011-124 
AG-DR-01-037 (iii) attachment 
Page 1 of 51 

Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC 
(Mo, Da, Yr) 

I I  
(1) d A n  Original 
(2) n A Resubmission 

YearlPeriod of Repor 

Dec31. 2008 

Account 457 3 
ompensation For Use 

of Capital 
( 4  

Total Amount Billed 

(e) 
( 440,465) 
( 19,591) 

46,724 
57,100 

12 
13 
14 
15 

DETMI Management, Inc 
OTMSl Management, Ltd 
Duke Capital Partners, LLC 

Duke Enerav Americas, LLC 

23 
24 
25 
26 

Duke Energy International, LLC 
Duke Energy Int'l Group, Ltd 
Duke Energy Kentucy, Inc. 
Duke Enerqv Murray Op, LLC 

--- 
19,111 

( 8,886.317) 
145,009,522 

588,158 
69,716 

( 156,580) 
160,000 

5,020 

-- 

2,315,111 
161,967,E 

71,022 

2,870,567 
335.674 

33 
34 
35 
36 
37 
38 
39 

- Duke Generation Services Holding Co Inc 
Duke Investments, LLC 
Duke Project Services, Inc 
Duke Ventures, LLC 
DukeNet Communication Svcs,LLC 
Dukenet Communications, Inc 

Environmental Wood Supply, LLC 
I_ 

( 87,839) 
172,099 

3.839.784 

1,047.70E 

1.122.567 

Account457 2 
Indirect Costs Charged 

Account 457 1 
Direct Costs Charged 

Name of Associate Company 
Line 

DEGS of San Diego, LLC 

2 I DEGS of Shreveport LLC 
3 I DEGS of South Charleston, LLC 
4 I DEGS of SI Bernard LLC 

46,724 
57.100 

5 ~ t  Paul. LLC ( 39,550) 
I 53.072 53,072 

2,306,325 
2.255 

___.__ 

I 

I 2.306.325 DEGS Wind I, LLC 
DEI - LATIN AMERICA, LTD 2,255 

49,401 49.401 I 
17,951 

I 10.597 
17,951 
10,597 

608,526 
( 11.598) 

1 1 I Delta Twsp UT LLC I 

608,526 
( 11.5981 

2,802 I 
1 19,366 

2,802 
1 19.366 

772.914.339 387,412,7001 385,501,63E 
22 500 I 

16 I Duke Enerqy Carolinas, LLC I , .  
22.5DC 17 Duke Energy Corp 

18 
19 -I-- 20 Duke Enerav Group Holdinas LLC 

Duke Energy Gen Service, Inc 
Duke Energy Global Markets, Inc 

-I__ 

--, - - - 

8.276.152 I I 8,276,152 
14,204,492 

. .  
14.157.4661 47,026 

I ( 225: 
278.284.704 21 I Duke Enerqv Indiana, Inc I . .  

I ( 18.253.966' 22 I Duke Energy Industr. Sales LLC 
9,343,582 

49,420,497 
19.1 1 1  

2.558 I 
23,099,471 I 26,321,026 

I -- 
I 6.571.206' 27 I Duke Energy North America, LLC 

306,976,652 

I 588,15€ 

2,875,587 

51.5961 

4,962,351 
( 5 15,982: 
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Vame of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC 
(Mo. Da, Yr) 

I I  
( 1 )  $An Original 
(2) n A  Resubmission 

YearlPeriod of Repor 

Dec31. 2008 

(b) 
189,215 
37.500 

(c) 

2 
3 
4 

NorthSouth Insurance Co Ltd. 
Notrees Windpower, LP 
Ocotillo Windpower. LP 

7 
8 
9 

- Silver Sage Windpower, LLC 
St Paul Cogeneration, LLC 
Texas Eastem (Bermuda) Ltd 

__- 

10 
11 
12 
13 
__ 

Texas Eastern Arabian Ltd 
Three Buttes Windpower, LLC 
Vestar 3036243 Nova Scotia Co - .- 

Account 457 2 
Indirect Costs Charged 

Name of Associate Company 

Happy Jack Windpower, LLC 

Account 457 1 
Direct Costs Charged lompensation For Use 

of Capital 

37,50C 
967,321 
295,734 

I 

967.321 I 
295.734 I 

5 I Pan Service Company ( 4,513: 
I 314.592 6 I PanEnergy Corp 

169,505 
( 3,960,958; 

13,865 
9,882 

603,477 
15C 

I_ 

13.8651 
9,882 

603,477 
150 

I 

-- 14 I 

17 
18 
19 

I 21 I 
22 
23 
24 
25 
26 
27 
28 
29 

.I- 

-~ I 
32 
33 
34 , 36 
37 
38 
39 

-. 

_- 
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Name of Respondent 

Duke Energy Business Services, LLC 

Name of Associate Company 

This Re ort Is: Resubrnission Date YearIPeriod of Repoi 
(1) &An Original 
(2) n A  Resubrnission 

(Mo, Da, Yr) 
I 1  Dec31. 2008 

3 1  

26 
27 -. 
2a 

4 1  

6 

7 - 
a 

11 
12 
13 

16 
17 - 
l a  
19 I 

21 
22 
23 
24 

Account 457 1 
Direct Costs Charged 

Account 457 2 Account 457 3 Total Amount Billed 

of Capital 

I I 
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Case No. 2011-124 
AG-DR-01-037 (iii) attachment 

I 

! I  
Duke Energy Business Services, LLC . .  I__ 

(2) n A  Resubmission I 
Schedule XVll - Analysis of Billing -Associate Companies (Account 457) (continued) - 

Account 457 3 
Compensation For Use ,,- of Capital 

Total Amount Billed 

._. 

Account 457 1 
Direct Costs Charged 

Account 457 2 
idirect Costs Charged 

Name of Associate Company 

3 1  

~ 8 

--- 9 
10 
1 1  

12 

18 I 
19 
20 
21 
22 

25 
26 
27 

28 I 
- 29 

30 
31 
32 

3*- .- 
37 

38 I 

Total 

~4 

1,449,524,043 701.640.25 747.883.79 
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Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: 
(1) &An Original 
(2) n A  Resubmission 

Name of Non-associate Company 
Line 
No. 

Resubmission Date YearlPeriod of Repo 
(Mo, Da, Yr) 

l I  Dec31, 2008 

Account 458.1 
Direct Costs 

Charged 

Account 458 3 
Compensation For 

Use of Capital 

Account 458 2 
Indirect Costs 

Charged 

11 I 

37 
38 
39 

40 

~ 

15 

.--___I_ 

-_-. 

Total 

Account 458 4 
Excess or Deficiency o 
Servicing Non-associat 

Utility Companies 
(e )  

rota1 Amount Billec 

-+ ---+- 

22 I 

29 
30 
31 

FERC FORM NO. 60 (REVISED 12-07) Page 308 
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Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC (2) C ] A  Resubmission 1 1  
(1) &An Original (Mo, Da. Yr) 

1 Provide a listing of the amount included in Account 930.2, "Miscellaneous General Expenses" classifying such expenses according 
to their nature. Amounts less than $50,000 may be grouped showing the number of items and the total for the group. 
2. Payments and expenses permitted by Section 321 (b)(2) of the Federal Election Campaign Act, as amended by Public Law 94-283 in 

YearlPeriod of Repo 

Dec31. 2008 

7 
8 

9 

L J * s n c r m e s  

- --- Company Membership Dues 
Expense of Servicing Secunties 
BuvlSell Transfer Emolovee Homes 

21 
22 
23 
24 

-. 
- __ 

1976 (2 U.S.C. 441(b)(2)) shall be separately classified. 

Title of Account 

(a) 

Amount 
(b) Line 

No. 

6.653,76 
4.174.781 

Outside Services 

Environmental Clean Up 3.783.96 
3,081 ,911 
2,712,85 
1,870.37 
1.592.41 

5 I Directors' ExDenses 

579.74 
57039 
482,9 1 10 I Labor and Benefits 

1 1  IRPnt 114,97 
76.50 12 I IT Software Maintenance 

13 I Other 817.09 

15 
16 
17 
18 
19 

_I_- -- 

20 I 

26 
27 
28 
29 

30 I 
31 
32 
33 

35 I 
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Name of Respondent This Report is: Resubmission Date 
(1 ) X An Original (Mo, Da, Yr) 

I 1  Duke Energy Business Services, LLC (2) - A  Resubmission - 

Group 
Executive & 
Chief 

-Einancial- 
Officer 

Year of Report 

2008 

-Accounting 
-Finance 
-Infomiation 
Systems 
-Investor 
Relations 
-Rates 
-Treasury 
-Risk 
Management 

Chief & Policy & Chief 

Officer Officer Officer 

-Legal -Communications 
-Human -Government 

-Regulated 
Activities 

-Nuclear 
Engineering 
- Nuclear 
Fleet 
-Nuclear 
Operations 
-Nuclear 
Planning 

Group 
Executive 
& Chief 

Officer 
Electric & Gas 

Nuclear Officer 

-Facilities 
-1nforniation 
Systems 
-Materials 
Management 
-Real Estate 
-Transportation 
-Procurement 

- Power Delivery 
- Customer 
Service 
- Regulated Fleet 
Operations 
- Construction & 
Major Projects 
-Engineering & 
Technical 
Services 

-Planning 
-Business 
Development 
- Mergers & 
Acquisitions 

-Nuclcar 
Development 

-Sustainability 

-.. 
P R C F O R M  60 (NEW 12-05) - 401 .I 



Name of Respondent 

Duke Energy Business Services, LLC 

2 Include any other allocation methods used to allocate costs. I 
METHODS OF ALLOCATION 

(Ma, Da, Yr) 
(2) _ _ A  Resubmission 

This Report is: 
(I) &An Original 

The allocation of expenses not directly attributable to a particular Client Company are based on the following factors: 

1. Sales Ratio 

A ratio, based on the applicable domestic firm kilowatt-hour electric sales (andor the equivalent cubic feet of gas sales, where 
applicable), excluding intra-system sales, for a preceding twelve consecutive calendar month period, the numerator of which is 
for a Client Company and the denoniinator of which is for all utility Client Companies (and Duke Energy Corporation's 

be required due to a significant change. 
n m ~ 1 Q  and flun - d o t n e s t i m t t h t y x f f r l k i t e q w ~ l W ~ - ~ ~ ~  . -annuxily, VI xi- 

2. Electric Peak Load Ratio 

A ratio, based on the suni of the applicable monthly domestic fimi electric maximum system demands for a preceding twelve 
consecutive calendar month period, the numerator of which is for a Client Company and the denominator of which is for all 
utility Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility affiliates, where applicable). This 
ratio will be determined annually, or at such time as niay be required due to a significant change. 

3. Number of Customers Ratio 

A ratio, based on the suni of the applicable domestic fimi electric customers (and/or gas customers, where applicable) at the end 
of a recent month in the preceding twelve consecutive calendar nionth period, the numerator of which is for a Client Company 
and the denominator of which is for all domestic utility Client Companies (and Duke Energy Corporation's non-utility and 
non-domestic utility affiliates, where applicable). This ratio will be determined annually, or at such time as may be required due 
to a significant change. 

4. Number of Employees Ratio 

A ratio, based on the applicable number of employees at the end of a recent month in the preceding twelve consecutive month 
period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility affiliates, where applicable) and/or the 
Service Company. This ratio will be determined annually, or at such time as may be required due to a significant change. 

5. Construction Expenditures Ratio 

A ratio, based on the applicable prqjected construction expenditures, net of reimbursements, for the following twelve 
consecutive calendar month period, the numerator of which is for a Client Company and the denominator of which is for all 
Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility affiliates, where applicable). Separate 
ratios will be computed for total construction expenditures and appropriate functional plant (Le", production, transmission, 
distribution, and general) classifications. This ratio will be determined annually, or at such time as may be required due to a 
significant change. 

6.  Circuit Miles of Electric Distribution Lines Ratio 

A ratio, based on the applicable installed circuit rniles of domestic electric distribution lines at the end of the preceding calendar 
year, the numerator of which is for a Client Company and the denominator of which is for all domestic utility 
Client Companies. This ratio will be determined annually, or at such time as may be required due to a significant change. 

~ - _ _ _ . _ _ _  
402.1 

___I_- 
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Case No. 2011-124 
AG-DR-01-037 (iii) attachment 
Page 1 of 51 

This Report is: Resubmission Date 
(1) X An Original (Mo, Da, Yr) 

Name of Respondent 

Duke Energy Business Services, LLC 

Year of Report 

Circuit Miles of Electric Transmission Lines Ratio 

A ratio, based on the applicable installed circuit miles of domestic electric transmission lines at the end of the preceding calendar 
year, the numerator of which is for a Client Company and the denominator of which is for all domestic utility Client Companies. 
This ratio will be deterniined annually, or at such time as may be required due to a significant change. 

Number of Central Processing Unit Seconds Ratio 

A ratio, based on the sum of the applicable number of central processing unit seconds expended to execute mainframe computer 
software applications for a preceding twelve consecutive calendar month period, the numerator of which is for a Client Company 
or Service Company Function, and the denominator of which is for all Client Companies, (and Duke Energy Corporation’s 
non-utility and non-domestic utility affiliates, where applicable) andor the Service Company. This ratio will be determined 
annually, or at such time as may be required due to a signiticant change. 

9. Revenues Ratio 

A ratio, based on the total applicable revenues for a preceding twelve consecutive calendar month period, the numerator of which 
is for a Client Company and the denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility 
and non-domestic utility affiliates, where applicable). This ratio will be determined annually or at such time as may be required 
due to a significant change. 

10. Inventory Ratio 

A ratio, based on the total applicable inventory balance for the preceding year, the numerator of which is for a Client Company 
and the denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility 
affiliates, where applicable). Separate ratios will be computed for total inventory and the appropriate functional plant ( is . ,  
production, transmission, distribution, and general) classifications. This ratio will be deterniined annually or at such time as may 
be required due to a significant change. 

11. Procurement Spending Ratio 

A ratio, based on the total amount of applicable procurement spending for the preceding year, the numerator of which is for a 
Client Company or Service Company Function and the denominator of which is for all Client Companies (and Duke Energy 
Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the Service Company. Separate ratios will 
be computed for total procurement spending and appropriate functional plant (Le“, production, transmission, distribution, and 
general) classifications. This ratio will be determined annually or at such time as may be required due to a significant change. 

12. Square Footage Ratio 

A ratio, based on the total amount of applicable square footage occupied in a recent month in the preceding twelve consecutive 
month period, the nunierator of which is for a Client Company or Service Company Function and the denominator of which is for 
all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) andor 
the Service Company. This ratio will be detemiined annually or at such time as may be required due to a significant change. 

13. Gross Margin Ratio 
A ratio, based on the total applicable gross margin for a preceding twelve consecutive calendar month period, the numerator of 
which is for a Client Company and the denominator of which is for all Client Companies (and Duke Energy Corporation’s 
non-utility and non-domestic utility affiliates, where applicable). This ratio will be determined annually or at such time as may 
be required due to a significant change. 

14. Labor Dollars Ratio 

A ratio, based on the total applicable labor dollars for a preceding twelve consecutive calendar month period, the numerator of 

I FERC FORM 60 (NEW 12-05) 402.2 x 



Case No. 2011-124 
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Page 1 of 51 

Name of Respondent - This Report is: 
(1 ) & An Original 

Duke Energy Business Services, LLC (2) _ _ A  Resubmission 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

I l  2008 
I 

which is for a Client Company or Service Conipany Function and the denonlinator of which is for all Client Companies (and 
Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) andor the Service Conipany. This 
ratio will be deterniined annually or at such time as may be required due to a significant change. 

15. Number of Personal Computer Work Stations Ratio 

A ratio, based on the total number of applicable personal coniputer work stations at the end of a recent nionth in the preceding 
twelve consecutive month period, the numerator of which is for a Client Company or Service Company Function and the 
denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, 
where applicable) and/or the Service Company. This ratio will be deterniined annually or at such time as may be required due to 
a significant change. 

16. Number of Information Systems Servers Ratio 

A ratio, based on the total nuniber of applicable servers at the end of a recent month in the preceding twelve consecutive month 
period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the 
Service Company. This ratio will be determined annually or at such time as may be required due to a significant change. 

17. Total Property, Plant and Equipment Ratio 

A ratio, based on the total applicable Property, Plant and Equipment balance (net of accmiulated depreciation and amortization) 
for the preceding year, the nunierator of which is for a Client Company and the denominator of which is for all Client Companies 
(and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be determined 
annually or at such time as niay be required due to a significant change. 

18. Generating Unit MW Capability Ratio 

A ratio, based on the total applicable installed megawatt capability for the preceding year, the numerator of which is for a Client 
Company and the denoniinator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and 
non-domestic utility affiliates, where applicable). This ratio will be determined annually or at such time as may be required due 
to a significant change. 

In addition to the individual methods listed above, conibinations of above methods will be used. The most widely used ones are 19 
(weighted average of the number of customers ratio and the number of employees ratio) and 20 (three factor ratio). Other combined 
methods used but not limited to are weighted average circuit miles of electric transmission lines ratio and electric peak load ratio as 
well as weighted average of circuit miles of electric distribution lines ratio and the electric peak ratio. 

19. Weighted Average of the Number of Customers Ratio and the Number of Employees Ratio 

The Service Company Function that utilizes this allocation is Public Affairs 

A ratio, based on the weighted average of the Number of Customers Ratio (50%) and the Number of Employees Ratio (50%) 

For the Number of Employees: applicable number of employees at the end of a recent month in the preceding twelve 
consecutive nionth period, the numerator of which is for a Client Company or Service Company Function and the denominator of 
which is for all Client Conipanies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where 
applicable) andor the Service Company. This ratio will be determined annually, or at such time as may be required due to a 
significant change. 

For the Number of Customers: based on the sum of the applicable domestic firm electric customers (andor gas customers, 
where applicable) at the end of a recent month in the preceding twelve consecutive calendar month period, the numerator of which 

I FERC FORM 60 (NEW 12-05) 402.3 E 
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Name of Respondent This Report is: Resubmission Date 
(I ) X An Original (Ma, Da, Yr) 

Duke Energy Business Services, LLC (2) __ A Resubmission ! I  

Year of Report 

2008 - 

is for a Client Company and the denominator of which is for all domestic utility Client Companies (and Duke Energy 
Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be determined annually, or at such 
time as may be required due to a significant change. 

20. Weighted average of the Gross Margin Ratio, Labor Dollars Ratio, and Total Property, Plant and Equipment Ratio 
(Three Factor Formula) 

The Service Company Functions that utilizes the Three Factor Formula Ratio are: 
Information Systems 
Transportation 
Accounting 
l?ii5WiTffai r s 
Legal 
Finance 
Internal Auditing 
Environmental Health and Safety 
Investor Relations 
Planning 
Facilities Rate of Return Allocation 

A Ration based on the weighted average of Gross Margin Ration (33%), Labor Dollars Ratio (33%), and Property Plant and 
Equipment Ratio (34%). 

For the Gross Margin Ratio: based on the total applicable gross margin for a preceding twelve consecutive calendar month 
period, the numerator of which is for a Client Company and the denominator of which is for all Client Companies (and Duke 
Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be detemiined annually or 
at such time as may be required due to a significant change. 

For the Labor Dollars Ratio: based on the total applicable labor dollars for a preceding twelve consecutive calendar month 
period, the numerator of which is for a Client Conipany or Service Conipany Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the 
Service Company. This ratio will be detemiined annually or at such time as may be required due to a significant change. 

For the Property, Plant and Equipment Ratio: based on the total applicable Property, Plant and Equipnient balance (net of 
accumulated depreciation and amortization) for the preceding year, the numerator of which is for a Client Company and the 
denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, 
where applicable). This ratio will be deteniined annually or at such time as may be required due to a significant change 

I FERC FORM 60 (NEW 12-05) 402.4 --I 





THIS FILING IS 

J Item 1 ; An Initial (Original) OR c] Resubmission No. ___ 
Submission 
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Form 60 Approved 

Expires 01/31/2013 
OMB NO. 1902-0215 

This report is mandatory under the Public Utility Holding Company Act of 2005, Section 1270, 
Section 309 of the Federal Power Act and 18 C F R 5 366 23 Failure to report may result in 
criminal fines, civil penalties, and other sanctions as provided by law. The Federal Energy 
Regulatory Commission does not consider this report to be of a confidential nature 

Dec31, 2009 
Legal Name of Respondent (Company) 

Duke Energy Business Services, LLC 
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Case NO. 2011-124 
AG-DR-01-037 (iv) attachment 
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GENERAL INSTRUCTIONS FOR FILING FERC FORM NO. 60 

1. Purpose 

Form No 60 is an annual regulatory support requirement under 18 CFR 369 lfor centralized service companies. The 
report is designed to collect financial information from centralized service companies subject to the jurisdiction of the 
Federal Energy Regulatory Commission The report is considered to be a non-confidential public usc form 

11. Who Must Submit 

L7nless the holding company system is exempted or granted a waiver by Commission rule or order pursuant to S $  18 CFR 
366.3 and 366.4 of this chapter, every ccntralized service company (see 
prepare and file electronically with the Commission the FERC Form No 60 then in effect pursuant to the General 
Instructions set out in this form. 

367 2) in a holding company system must 

111. How to Submit 

Submit FERC Form No. 60 electronically through the Form No. 60 Submission Software. Retain one 
copy of each report for your files. For any resubmissions, submit the filing using the Form No. 60 
Submission Software including a justification. Respondents must submit the Corporate Officer 
Certification electronically. 

IV. When to Submit 

Submit FERC Form No. 60 according to the filing date contained 3 18 CFR 369.1 of the Commission's 
regulations. 

V. Preparation 

Prepare this report iii conformity with the Uiiiform System of Accounts (1 8 CFR 367) (USof A). Interpret 
all accounting words and phrases in accordance with the USof A. 

VI. Time Period 

This report covers the entire calendar year. 

V11. Whole Dollar Usage 

Enter in whole numbers (dollars) only, except where otherwise noted. The amounts shown on all supporting pagcs must 
agree with the amounts entered on tlie statcmeiits that they support. When applying thresholds to determine significance 
for reporting purposes, use for balance sheet accounts the balaiiccs at the end of the current reporting period, and use for 
statement of income accounts tlie current year's amounts. 

VIII. Accurateness 

Complete each question hlly and accurately, even if it has been answered in a previous report. Enter tlie word "None" 
where it truly and completely states the fact. 

IX. Applicability 

For any page(s) that is not applicable to tlie respondent, enter "NONE," or "Not Applicable" in column (c) on the List of 
Schedules, page 2. 

1 
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X. Date Format 

Enter the month, day, and year for all dates. Use customary abbreviations. The "Resubmission Date" included in the 
header of each page is to be completed only for resubmissions (see 111. abovc). 

XI. Number Format 

Generally, exccpt for certain schedules, all numbers, whether they are expected to be debits or credits, must be reported as 
positive. Numbers having a sign that is different from the expected sign must be reported by use of a minus sign. 

XLI. Required Entries 

Do not make references to rcports of previous years or to other reports instead of required entries, except as specifically 
authorized. 

XLII. Prior Year References 

Wherever (schedule) pages refer to figures fTom a previous year, the figures reported must be based upon thosc shown by 
the report of the previous year, or an appropriate explanation given as to why the different figures werc used. 

XIV. Where to Send Comments on Public Reporting Burden 

The public reporting burden for the Form No. 60 collection of infomation is estimated to average 75 hours per response, 
including 

the time for reviewing instructions, scarching existing data sources, 
gathering and maintaining the data-nceded, and 
completing and reviewing tlic collection of information. 

Send comments regarding thcse burden estimates or any aspect of this collection of information, including suggestions for 
reducing burden, to: 

Federal Energy Regulatory Commission, 
888 First Street NE 
Washington, DC 20426 
(Attention: Mr. Michael Miller, ED-33); 

And to: 

Office of Information and Regulatory Affairs, 
Office of Management and Budget, Washington, DC 20503 (Attcntion: Desk Officer for tlic Federal 
Energy Regulatory Commission). 

No person shall be subject to any penalty if any collection of information does not display a valid control number (44 
U.S C 3512(a)) 

DEFINITIONS 
I. Respondent -- The person, corporation, or other legal entity in whose behalf the report is made. 

11 
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FERC FORM NO. 60 
ANNUAL REPORT FOR SERVICE COMPANIES 

IDENTIFICATION 

02 Year of Report 

Dec31, 2009 
I1 Exact Legal Name of Respondent 

Duke Energy Business Services, LLC 

17 Title of Contact Person 

Director Service Company Accounting & Reporting 

, 9 u m b e r  ot Contact Person 

(980) 373-7703 

_____ _ _ _ _ ~  ~ - 

13 Previous Name (If name changed during the year) 

08 Address of Contact Person 

526 South Church Street, Charlotte, NC 28201 

-lVFrrraif-AddmsofeontactPerson 

mshendershott@dukeenergy com 

04 Date of Name Change I 1 1  

1 1  This Report is: 

(1) An Original 
(2) A Resubmission 

15 Address of Principal Oftice at End of Year 

526 South Church Street, Charlotte, NC 28201 

(Street, City, State, Zip Code) 

12 Resubmission Date 
(Month, Day, Year) 

1 1  

06 Name of Contact Person 

Michael S Hendershott 

13 Date of Incorporation 

11/18/1998 

14 If Not Incorporated, Date of Organization 

/ I  

15 State or Sovereign Power Under Which Incorporated or Organized 

DELAWARE 

16 Name of Principal Holding Company Under Which Reporting Company is Organized: 

Duke Energy Corporation 

CORPORATE OFFICER CERTIFICATION 
The undersigned officer certifies that” 

I have examined this report and to the best of my knowledge, information, and belief all statements of fact contained in 
this report are correct statements of the business affairs of the respondent and the financial statements, and other 
financial information contained in this report, conform in all material respects to the Uniform System of Accounts. 

‘I I 

17 Name of Signing Officer 

Steven K. Young 

19 Signature of Signing Officer 

18 Title of Signing Officer 1 Steven K Young 

Senior Vice President, Controller I I 

20 Date Signed 
(Month, Day, Year) 

04/30/20 1 0 

~ 
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Name of Respondent This Re ori Is: Resubmission Date 

Duke Energy Business Services, LLC 
(Mo, Da, Yr) 

l I  
( 1 )  An original 
(2) U A  Resubmission 

Description 
(a) 

Schedule I - ComDarative Balance Sheet 

YearlPeriod of Repor 

Dec31, 2009 

2 
3 
4 
5 

Schedule II . Service Company Property 
Schedule 111 -Accumulated Provision for Depreciation and Amoltization of Service Company Property 
Schedule IV - Investments 
Schedule V - Accounts Receivable from Associate Companies 

Page Reference 
(b) 

2 
3 
4 
5 

101-102 
103 Schedule II . Service Company Property 

Schedule 111 -Accumulated Provision for Depreciation and Amoltization of Service Company Property 

Schedule IV - Investments 
Schedule V - Accounts Receivable from Associate Comoanies 

.. -. 
104 
105 
106 

107 
I08 
109 
110 
111 
20 1 
202 
203 
204 

301-302 
303-306 

307 -- 
308 
307 
40 1 
402 

Remarks 
(c) 

done 
done 

done 

(one 

‘lone 
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Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: 
(1) d A n  Original 
(2) n A  Resubmission 

Number 

Resubmission Date Yeadperiod of Report 
(Mo, Da. Yr) 

/ I  Dec31, 2009 

Description 
Ib) 

As of Dec 31 
Prior 

Reference As of Dec 31 I PaqeNo 1 Current 

Property (Total Of Lines 2-5) 

- 
142 Customer Accounts Receivable 4,868,224 10,956,486 
143 Accounts Receivable 1,273,461 8,369,561 

144 
146 Accounts Receivable From Associate Companies 106 320,055,025 182,874,636 
152 Fuel Stock Expenses Undistributed 107 
154 Materials And Supplies 2,542,526 3,294,692 

163 Stores Expense Undistributed 108 ( 8,126) 

171 Interest And Dividends Receivable 
172 Rents Receivable 

Less: AccumulatedFrovision for Uncollectible Accounts 

165 Prepayments 10,764,548 12,663,491 - - 

-- 

181 Unamortized Debt Expense . 
182 3 Other Regulatory Assets 52,375,458 
183 Preliminary Suivey And Investigation Charges 15,000 
184 Clearino Accounts ( 312.435) 

- 185 Temporary Facilities 
186 Miscellaneous Deferred Debits 
188 

190 Accumulated Deferred Income Taxes 9,767,621 I 1,055,924 
Total Deferred Debits (Total of Lines 37-45) 80,232,349 73,721,855 

1,685,098,147 1,281,114,599 

16,853,279 18,386,705 
110 - Research, Development, or Demonstration Expenditures 

189 Llnamortized loss on reacquired debt 111 

TOTAL ASSETS AND OTHER DEBITS (TOTAL OF LINES 9,14,35 and 46) 

FERC FORM NO. 60 (REVISED 12-07) Page 101 
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Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC 
(Mo. Da, Yr) 

I 1  
(1) d A n  Original 
(2) n A  Resubmission 

YearlPeriod of Repor 

Dec31, 2009 

Schedule I - Comparat ive Balance Sheet (continued) 

~ _ i ~ ~  
No 

Description 
(b) 

Account 
Number 

(a) 

-- 

201 4 4 

53 

55 
56 

216 Unappropnated Retained Earnings 
54-~9-AccumulatedOtherCompreheaslvelDcome 

Totziropnetary Capital (Total of Lines 49 54) 
Lono-Term Debt 

58 
59 
60 
61 

224 Other LongTerm Debt 
225 
226 

Unamortized Premium on Long-Term Debt 
Less: Unamortized Discount on Long-Term Debt-Debit 

Total Lona-Term Debt (Total of Lines 57-60) 

72 
73 
74 
75 

234 
236 TaxesAccNed 
237 Interest Accrued 
241 Tax Collections Pavable 

Accounts Payable to Associale Companies 

78 
79 
80 
R 1  

244 Derivative Instrument Liabilities 
245 Derivative Instrument Liabilities- Hedges 

Total Current and Accrued Liabilities (Total of Lines 69-79) 
Deferred Credits 

83 
84 
85 
R f i  

254 Other Regulatory Liabilities 

255 
257 UnamortizedGain on Reacquired Debt 

282 

Accumulated Deferred Investment Tax Credits 

Accumulated deferred income taxes-Other orooertv 

87 
88 
89 

283 Accumulated deferred inwme taxes-Other 

Total Deferred Credits (Total of Lines 82-87) 
TOTAL LIABILITIES AND PROPRIETARY CAPITAL (TOTAL OF LINES 55,61,67,80, AND 88) - - - 

As of Dec 31 

48 I Iproprietary Capital 
201 ICommon Stock Issued 
204 IPreferred Stock Issued 

51 ~ 1 21 1 IMiscellaneous Paid-In-Caoilal 
52 I 215 IAoDroDriated Retained Eaminas 

57 I 223 IAdvances From Associate Companies 

I I 

62 I lother Non-current Liabilities 
63 I 227 lobligations Under Capital Leases-Non-current 63,195,434 

1.341 
I 76 I ( 47,7821 --vT. 63,195,510 ( 46,441) 67 I I Total Other Non-current Liabilities (Total of Lines 63-66) 

68 1 !Current and Accrued Liabilities 

- - 69 I 231 INotesPayable 
7n I 232 lAcwunlsPavable 203 1 188,614,310~ 210.225,78: 

395,159,375 804,t 15,467 7 1 1  233 [Notes Pavable to Associate Comoanies 

I 6,313.749 I 4.919,OOE 

7 6 T  242 IMiscellaneous Current and Accrued Liabilities 203 I 254,612,525 I 202,662,065 

77 I 243 IObliaations Under Capital Leases - Cunent 

I 1.240,966.950 I 988.429.07E 

82 I 253 lother Deferred Credits 

II- 
57.468.434 I ( 126,067,7781 I 
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Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC 
(Mo, Da, Yr) 

/ I  
(1) d A n  Original 
(2) n A Resubmission - 

-- 
- A d d i i i o n s e t i r e m e n t s  or Sales I Other Changes 

YearlPeriod of Repor 

Dec31, 2009 

Title of Account 
(b) Line 

N o  

lalance at Beginning 
of Year 
(4 

Acct 
# 

(a) 

3alance at End of Year 

I , 
kaanization 

liscellaneous Intangible Plant 273,500,75; 3 2 0,3 8 5,O 5 5 1,874,746 - 48,759,049 

easehold Improvements 

and and Land Rights 

,tffi~turesand-lmproveme~t- 

) fke Furniture and Equipment 

ransportation Equipment 

#tore?, equipment 

-” 
36,102,1861 571,9101 161,166,362 125,636,OEi 

38,980,86i 38,980,867 

8 1393 

9 1394 ools, Shop and Garage Equipment 

10 1395 aboratory Equipment 

11 396 

12 397 * 13  398 

lower Operated Equipment 

:ommunications Equipment 

liscellaneous EauiDment 
- 

14 1399 )ther Tangible Property 

15 1399.1 s e t  Retirement Costs 

l6  I ‘otal Service Company Property (Total 
If Lines 1-15) 480,912,02! 568,755,687 90.290.314 2,446,656 

17 1107 :onstruclion Work in Progress: 

~” 

20  

98,248,22! 119,871,084 liscellaneous Intangible Plant 

itructures and Improvements 

Nice Furniture and Eouioment 
_I 

70,834.71E 

13,307,085 

I 204,012,EEE ’otal Account 107 (Total of Lines 14-30) 

’otal Il.ines 16 and Line 311 
-- 98,248,22! 

579,160,251 772,768,575 
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Case No. 2011-124 
AG-DR-01-037 (iv) attachment 
Page 1 of 52 

dame of Respondent This Re ort Is: Resubmission Date 

3uke  Energy Business Services. LLC (2) n A Resubmission I 1  
( 1 )  $An Original (Mo, Da, Yr) 

YearlPeriod of Repor 

Dec31, 2009 

1" Provide an explanation of Other Charges in Column (f) considered material in a footnote. 

Additions Charged 
To Acwunt 
403-403 1 
404-405 

( 4  

30,469,005 - 

4,743,734 

Retirements 

(e) 

1,874,746 

3alance at Beginning 
of Year 

(c) 

Other Changes 
Additions 

(Deductions) 
(0 

Balance at 
Close of Year 

icwunt Description 
lumber 

Organization 

Miscellaneous Intangible Plant 188,207,26' 

06 I Leasehold Improvements 

59 Land and Land Rights 

90 IStructures and ImDrovements 15,885,63' 

Office Furniture and Equipment 

Transportation Equipment :+- -- 
93 Stores equipment 

74,635,551 25,267,5541 571,034 99,332,07E 

2,969,2971 6,3 0 7,5 8 C 3,338,28: 
I 

94 ITools, Shop and Garage Equipment 

95 ILaboratow Equipment 

96 IPower Operated EouiDment 

Communications Equipment 

Miscellaneous Equipment 

99 1 ]Asset Retirement Costs 

ITotal 282,066,73: 343,070,542 
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Vame of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services. LLC 
(2) n A Resubmission I 1  
(1) d A n  Original (Mo, Da, Yr) 

- 

Title of Account 
Number 

(bJ 

YearlPeriod of Repc 

Dec31. 2009 

23 Investment In Associate Companies 

24 Other Investments 

28 Other Special Funds 

36 Temporary Cash Investments 

- 

Balance at Beginnin! 
of Year 

(c) 

647,462,97 

Balance at Close of 
Year 

831,968,13 

8,79 
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Case NO. 2011-124 
AG-DR-01-037 (iv) attachment 
Page 1 of 52 

Name oxespondent This Report is: Resubmission Date 
(1 ) & An Original (Mo, Da, Yr) 
(2) -A Resubmission l I  

Year of Report 

2009 

/Schedule Page: 105 Line No.: 2 Column: c 
Cash Surrender Value of Executive Life Insurance Policies 
ISchedule Page: 105 Line No.: 2 Column: d 
Cash Surrender Value of Executive Life Insurance Policies 

3 I 

- I FERC FORM NO. 60 (NEW 12-05) Footnotes.1 



Case No. 2011-124 
AG-DR-01-037 (iv) attachmcrrt 
I’age 1 of 52 

‘Name of Respondent This Re ort Is: Resubmission Date YearIPeriod of Repo 
(1) $An Original (Mo, Da. Yr) 

Duke Energy Business Services, LLC (2) n A  Resubmission 11 Dec31, 2009 

Schedule V - Accounts Receivable f rom Associate Companies 

1 I List the accounts receivable f rom each associate company. 
2.. If the serv ice company  has  prov ided accommodat ion  or  conven ience payments  for assoc iate companies,  prov ide in a separate 

footnote a listing o f  total payments  for each  associate company. 

Title of Account 

(b) 

3alance at Beginning of Year 
(C) 

I 1 I146 I Accounts Receivable From Associate Companies 
1 2  I I Associate Company: 

Bison Insurance Company Limited 
Duke Energy Carolinas,’LLC El=+=- Duke Enerav Ohio. Inc 

. - .-. 

3 838 75. . . -  
92287.45 
40,662.93 

1 6  I I Duke Enerav Indiana, Inc 39,408,251 

Balance at Close of Year 
(4 

4 147 061 . .  
100.455.W 
63,143,067 
57,216,25t 

__ I Duke Energy Kentucky, Inc. 
8 1  I Cinergy COW 

6,677,26: 9,652,80: 
85.440 38( 

13 

14 
15 

18 
19 
20 

23 
24 
25 

28 
29 
30 
31 

182,874.63 320,055,02! 
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CXiC NO. 2011-124 
AG-DR-01-037 (iv) attachment 
Page 1 of 52 

Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: Resubmission Date Yeadperiod of Repor 
(1) &jAn Original 
(2) n A  Resubmission / I  Dec31, 2009 

(Mo, Da. Yr) 

I Schedule VI - Fuel Stock ExDenses llndistributed 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

20 
21 
22 

23 
24 
25 
26 
27 
20 
29 

- 

1 

30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

40 Total 

- _ _ ~ ~  -~ ~ 

- 

- 

FERC FORM NO. 60 (REVISED 12-07) Page 107 

1. List the amount of labor in Column (c) and expenses in Column (d) incurred with respect to fuel stock expenses during the year and 
indicate amount attributable to each associate company. 
2. In a separate footnote, describe in a narrative the fuel functions performed by the service company 

Account Title of Account Labor Expenses Total 



Case No. 2011-124 
AG-DR-01-037 (iv) attachment 
Page I of 52 

Name of Respondent This Re ort Is: Resubmission Date YearlPeriod of Repo 

Duke Energy Business Services, LLC (2) n A  Resubmission i1 Dec31. 2009 

1. List the amount of labor in Column (c) and expenses in Column (d) incurred with respect to stores expense during the year and 
indicate amount attributable to each associate company. 

(1) $An Original (Mo. Da, Yr) 

-- 
Schedule Vi1 - Stores Expense Undistributed 

. 

38 I 

4 
5 
6 

7 
8 
9 
10 
11 

- 

t 

13 
14 
15 
16 

I 1 , 
18 1 1 I 
19 
20 
21 
22 

I 1 1 1 I 

23 I 1 1 1 I 

28 
29 
30 
31 
32 

I 

33 
34 
35 
36 
37 

1 - 
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Case NO. 2011-124 
AG-DR-01-037 (iv) attachment 
Page 1 of 52 

Name of Respondent This Re ort Is: Resubmission Date YearlPeriod of Rep0 

Duke Energy Business Services, LLC (1) &An Original 
(2) n A  Resubmission 

(Mo, Da, Yr) 
/ I  Dec31, 2009 

Schedule Vlll - Miscel laneous Current and Accrued Assets 

1. Provide detail of items in this account. Items less than $50,000 may be grouped, showing the number of items in each group 

39 

40 

Account 
Line Number 
No (a) 

Total 

Title of Account 

(b) 

I I 

1 1174 I Miscellaneous Current and Accrued Assets 

9 
i a  
11 
12 I I 
13 
14 
15 
16 

- 

13 
14 
15 
16 

- 

17 I I 
18 
19 
20 
21 

18 
19 
20 
21 

22 I I _ _  

26 

_ _  

26 

27 I I 
28 I I 

32 I I 
33 I I 
34 
35 
36 

37 I I 
38 I I 

FERC FORM NO. 60 (REVISED 12-07) Page 109 

Balance at Beginning of Year I Balance at Close of Yeas 

. . ,___ 

I 

I 

I 
I 



Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC (2) n A Resubmission / I  
(1) $An Original (Mo. Da, Yr) 

Yeadperiod of Repor 

Dec31, 2009 

4 
5 -- 
6 

13 
14 
15 
16 

Worker's Compensation Loss Deposits 833,529 1,106,000 
Life lnsurance/Policj Loans 697,008 720,098 
Other Miscellaneous Deferred Debits (5) ( 21,316) ( 110,065) 

$ 8  
19 
20 
21 

7 
8 
9 

10 

23 
24 
25 
26 

38 
39 

40 

28 
29 
30 
31 

-___ 
Total 16,853,279 18,386,705 

33 
34 
35 
36 
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Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: Resubmission Date YearIPeriod of Repo 
( 1 )  d A n  Original 
(2) n A  Resubmission / I  Dec31. 2009 

(Mo, Da, Yr) 

Title of Account 

(b) 
Line 
No. 

Acwunt 
Number 

(a) 

7 1  I 

1 
2 
3 
A 

8 1  I 

188 Research, Development, or Demonstration Expenditures 

Project List: 
None 

. " e . r r  11 

28 
29 
30 
31 
-_-. 

12 
13 
l A  

33 I I 
34 
35 
36 

Amount 

(c) 
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Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: 
(1) $An Original 
(2) n A  Resubmission 

I I 

FERC FORM NO. 60 (REVISED 12-07) Page 201 

Resubmission Date YearlPeriod of Repor 
(Mo, Da, Yr) 

1 1  Dec31, 2009 



Case No. 2011-124 
AG-DR-01-037 (iv) attaeliment 
Page 1 of 52 

Name of Respondent 
(1 ) X An Original 

Duke Energy Business Services, LLC 
-- FOOTNOTE DATA 

r- 
I 

\Schedule Page: 201 Line No.: 9 Column: d 
208 Donations Received from Stockholders 
2 1 1 Miscellaneous Paid-In-Capital 

$46,530,776 
($229,489,811) 

On July I ,  2008, Duke Energy Business Services (DEBS) merged with Duke Energy Shared Services (DESS). In conjunction with this 
transaction, approximately ($2 13M) of equity was transferred to DEBS Since the carrying amounts of liabilities exceeded the carrying amount 
of the assets transferred, the transfer was recorded as a contribution of capital. Prior to JUIY 1, 2008, Cinergy owned DESS which filed their 
own FERC Form 60. 
1S-e: 201 Line No.: 13 Column: d 
The nature of the net loss is due to tax adjustments. 

FERC FORM NO. 60 (NEW 12-05) Footnotes.1 -71 



Case No. 2011-124 
AG-DR-01-037 (iv) attachment 
Page 1 of 52 

Name of Respondent This Re ort Is: Resubmission Date YearIPeriod of Repor 
Duke Energy Business Services, LLC 

(1) An Original (Mo. Da, Yr) 
(2) n A  Resubmission i1 Dec31. 2009 

Schedule XI1 - Long Term Debt 

27 

20 

1 For the advances from associate companies (Account 223), describe in a footnote the advances on notes and advances on open 
accounts. Names of associate companies from which advances were received shall be shown under the class and series of obligation 
in Column (c) 
2 For the deductions in Column (h), please give an explanation in a footnote. 
3 For other long-term debt (Account 224), list the name of the creditor campany or organization in Column (b). 

Balance at Close of 

5 

6 

7 

8 

9 

10 

11 

TOTAL 

15 List Creditor: 

16 None 

17 

10 

19 

20 

21 

22 

23 

24 

25 

26 

-i-- + 
t + 
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Name of Respondent 

Duke Energy Business Services, LLC 

Title of Account 
(b) 

This Re ort Is: Resubmission Date YearlPeriod of Repor 
(1) d A n  Original 
(2) n A Resubmission 

(Mo, Da, Yr) 
I 1  Dec31, 2009 

of Year ~i~~ 
No 

1 
2 

Account 
Number 

(a) 
233 Notes Payable to Associates Companies 395,159,3791 804,115,467 

I I 

8 
9 
10 
11 
12 
13 
14 
15 

~ 

23 
24 
25 
7fi 

234 Accounts Payable to Associate Companies 237,323,562 

I(Total) 835,145,0101 1,058,727,992 

1 
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Case No. 2011-124 
AG-DR-01-037 (iv) attachment 
page I or 52 

This Report is: Resubmission Date 
(1) 3 An Original 

Name of Respondent 

Duke Energy Business Services, LLC (2) _.A Resubmission ! I  

Year of Report 

- 2009 

[Schedule Page: 203 Line No.: I Column: c 
2008 

Duke Energy Carolinas, LLC 
Dukc Energy Indiana 

$ 29 1,054,962 
104,104,417 

Total $ 395,159,379 
ISchedule Page: 203 Line No.: I Column: d 

Duke Energy Carolinas, L d C  $ 589,084,273 
Duke Energy Ohio 184,476,025 
Duke Energy Indiana 30,555.169 

a 

Total $ 804,115,467 
[Schedule Page: 203 Line No.: 24 Column: c 
Cincrgy Corporation Total $ 237,323,562 
/Schedule Page: 203 Line No.: 41 Column: c 

Rcscrvc for employee retireincnt and vacation entitlenient 
Deferred executive compensatioii 
Reserve for incentives 
Deferred rent 
Accrued salaries and wages 
Reserve for severance 
Rescrve for current portion of rent 
Reserve for dues 
Accrued payables other 
Miscellaneous payroll deductions 
Rescrve for medicaVdenta1 costs 
Other miscellaneous current and accrued liabilities (2) 

2008 
$ 90,787,600 

41,258,825 
36,372,897 
23,196,896 
5,134,182 
4,443,443 
1,178,820 

88,07 1 
73,564 
67,334 
62,875 
(2,438) 

Total $ 202,662,069 
[Schedule Page: 203 Line No.: 41 Column: d 

Reserve for iiicentives $ 114,480,708 
Reserve for employee retirement aiid vacation entitlcment 107,190,237 
Deferred rent 18,83 1,505 
Accrued salaries and wages 8,594,466 
Reserve for severance 3,40 1,178 
Reserve for current portion of rent 1,419,124 
Accrued payables other 409,179 
Rescrvc for dues 233,251 
Miscellaneous payroll dcductions 48,206 
Other miscellaneous current and accrued liabilities (2) 4,67 1 

2009 

Total $ 254,612,525 

I FERC FORM NO. 60 (NEW 12-05) Footnotes.1 1 



Case No. 201 1-124 
AG-DR-01-037 (iv) attaeliment 
Page 1 of 52 

Name of Respondent This Report is: 
(1) X An Original 

Duke Energy Business Services, LLC (2) _. A Resubmission 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

I I  2009 

1 l Use the space below for important notes regarding the financial statements or any account thereof. 
2 Furnish particulars as to any significant contingent assets or liabilities existing at the end of the year. 
3. Furnish particulars as to any significant increase in services rendered or expenses incurred during the year 
4. Furnish particulars as to any amounts recorded in Account 434, Extraordinary Income, or Account 435, Extraordinary Deductions. 
5.  Notes relating to financial statements shown elsewhere in this report may be indicated here by reference. 
6 Describe the annual statement supplied to each associate service company in support of the amount of interest on borrowed capital and 
Compensation for use of capital billed during the calendar year State the basis for billing of interest to each associate company. If a ratio, 
describe in detail how ratio is computed. If more than one ratio explain the calculation Report the amount of interest borrowed andlor 



This Report is: 
(1) X An Original 
(2) -A  Resubmission 

deductions or income positions. Management assesses the probabilities of successfully defending the tax deductions or income positions based upon 
statutory, judicial or administrative authority. 

New Accounting Standards. The following new accounting standards were adopted by DEBS during the year ended December 31, 2008 and the 
impact of such adoption, if applicable, has been presented in the accompanying Consolidated Financial Statements: 

N T f  lssue No. 06-1 1, ’;l\ccounting for lncome Tax Benefits of Dividends on Share-Based Payment Awards”(€/Tf 06-1 1). In June 2007, the ElTF 
reached a consensus that would require realized income tax benefits from dividends or dividend equivalents that are charged to retained earnings and 
paid to employees for equity-classified nonvested equity shares, nonvested equity share units, and outstanding equity share options to be recognized 
as an increase to additional paid-in capital In addition, ElTF 06-1 1 requires that dividends on equity-classified share-based payment awards be 
reallocated between retained earnings (for awards expected to vest) and campensation cost (for awards not expected to vest) each reporting period to 
reflect current forfeiture estimates. For DEBS, ElTF 06-1 1 has been applied prospectively to the income tax benefits of dividends on equity-classified 
employee share-based payment awards that are declared in fiscal years beginning January 1, 2008, as well as interim periods within those fiscal years. 
The adoption of ElTF 06-1 1 did not have a material impact on DEBS’S consolidated results of operations, cash flows or financial position. 

2. Acquisitions 

conjunction with this transaction, approximately $206 million of assets and approximately $41 9 million of liabilities were transferred to DEBS, including 
$18 million of intercompany receivables and $103 million of intercompany liabilities. 

3. Income Taxes 

~ ~ e F g ~ e f g e F ; - Q n - J u ~ ~ ~ % % ~ D u ~ ~ e ~  k a r - e B S e r v i 6 e s ~ D E S ~ ~ a ) w a s m e ~ e ~ i ~ ~ ~ ~ E a ~ s i a e s s S e ~ ~ .  

Resubmission Date Year of Report 
(Mo, Da, Yr) 

/ I  2009 

The following details the components of income tax expense for the years ended December, 31,2009 and 2008. 

Income Tax Expense (in millions) 
- 2009 2008 

Current income taxes 
Federal 
State 

Total current income taxes 3 m 
Deferred income taxes 

Federal 
State 

Total deferred income taxes (27) 3 

Total income tax expense from continuing operations 15 12 

Total income tax expense (benefit) from discontinued operations (1) 

Total income tax expense included in Comparative Income Statement $ 15 $ 11 

Net Deferred Income Tax Asset Components (in millions) 
2008 - 2009 - 

Deferred credits and other liabilities 
Investments and other assets 

$ 12 $ 34 
(3) 35 

Total deferred income tax assets 9 69 

Accelerated depreciation rates 

Total deferred income tax liabilities 

0 -..fl.Q 

0 (16) 

Net deferred income tax assetsl(liabi1ities) $ (491 $ 53 

Duke Energy Business Services, Inc will participate in the filing of a consolidated federal income tax return with Duke Energy Corporation for the years 

1 FERC FORM 60 (NEW 12-05) 204.2 .~ 



- 
This Report is: Resubmission Date 
(1 ) & An Original (Mo, Da, Yr) 
(2) - A  Resubmission I l  

4. Severance and Other Charges 

one million of severance charges , respectively, primarily under its ongoing severance plan Future severance casts under this plan, if any, are currently 
not estimable 

Severance and Other Charges. During the years ended December 31, 2009 and 2008, DEBS recorded approximately $4 million and less than 

Year of Report 

2009 

5. Property, Plant and Equipment 

Estimated 
Useful Life 

Buildings and improvements 
Office Furniture and Equipment 
Aircraft and Airport Equipment 
Software 

25 
4 
10 
5 

6. Commitments 

Operating Lease Commitments 
DEBS leases assets in several areas of its operations Consolidated rental expense for operating leases included in income from continuing 

operations was $58 million and $42 million for the years ending December 31, 2009 and 2008, which are included in the total cast of service. The 
following is a summary of future minimum lease payments under operating leases, which at inception had a non-cancelable term of more than one year 
as of December 31,2009. 

Operating 
Leases 

201 0 
201 1 
2012 
2013 
2014 
Thereafter 

Total future minimum lease payments 

fin millions) 
$ 45 

39 
33 
27 
16 
24 

$ -  184 

7. Stock-Based Compensation 
For employee awards, equity classified stack-based compensation cost is measured at the grant date, based on the fair value of the award, and is 
recognized as expense or capitalized as a component of property, plant and equipment over the requisite service period. 

Duke Energy's 2006 Long-Term Incentive Plan (the 2006 Plan) reserved 60 million shares of common stock for awards to employees and outside 
directors. The 2006 Plan superseded the 1998 Long-Term Incentive Plan, as amended (the 1998 Plan), and no additional grants will be made from the 
1998 Plan. Under the 2006 Plan, the exercise price of each option granted cannot be less than the market price of Duke Energy's common stock on the 
date of grant and the maximum option term is 10 years. The vesting periods range from immediate to five years. Duke Energy has historically issued 
new shares upon exercising or vesting of share-based awards In 2010, Duke Energy may use a combination of new share issuances and open market 
repurchases for share-based awards which are exercised or become vested, however Duke Energy has not determined with certainty the amount of 
such new share issuances or open market repurchases 

The 2006 Plan allows for a maximum of 15 million shares of common stock to be issued under various stock-based awards other than options and 
stock appreciation rights. 

---. 
--_I_ 

I FERC FORM 60 (NEW 12-05) 204.3 I 



lName of Respondent This Report is: Resubmission Date 
(1) X An Oriainal (Mo, Da, Yr) 

Year of Report 

Stock-Based Compensation Expense 

as follows: 
DEBS recorded pre-tax stock-based compensation expense included in the total cost of service for the years ended December 31 I 2009 and 2008, 

Business Services, LLC i2j:ARes;bmission I 1 

For the Years Ended 
December 31, 

2009 

Stock Options 
Phantom Awards 
Performance Awards 
Other Stock Awards 

2009 - 2008 - 
jin millions) 

$ 1  $ 2  
14 14 
19 20 

1 __ __ 

Total $34 $37 

8. Notes Payable to Associated Companies 

DEBS participates with Duke Energy and other Duke Energy subsidiaries in a money pool arrangement to better manage cash and working capital 
requirements Under this arrangement, those companies with short-term funds may provide short-term loans to affiliates participating under this 

arrangement. 

9. Subsequent Events 

In January 2010, Duke Energy announced plans to offer a voluntary severance plan to approximately 8,750 eligible employees As this is a 
voluntary plan, all severance benefits offered under this plan are considered special termination benefits under GAAP Special termination benefits are 
measured upon employee acceptance and recorded immediately absent a significant retention period If a significant retention period exists, the cost of 
the special termination benefits are recorded ratably over the remaining service periods of the affected employees The window for employees to 
request to voluntarily end their employment under this plan opened on February 3, 2010 and closed on February 24, 2010 for approximately 8,400 
eligible employees Also in January 20 10, Duke Energy announced that it will consolidate certain corporate office functions, resulting in transitioning 
over the next two years of approximately 350 positions from its offices in the Midwest to its carporate headquarters in Charlotte, North Carolina 
Employees who do not relocate have the option to elect to participate in the voluntary plan discussed above, find a regional position within Duke Energy 
or remain with Duke Energy through a transition period, at which time a severance benefit would be paid under Duke Energy’s ongoing severance plan 
For employees affected by the consolidation of Duke Energy’s corporate functions in Charlotte, North Carolina, the window closed March 31, 2010 At 
March 31, 2010, total estimated cast associated with the voluntary severance program and office consolidation is $90 million 

with respect to its pension and other post-retirement benefit plans At this time, management is unable to determine the likelihood that settlement or 
curtailment accounting will be triggered 

Additionally, Duke Energy believes that it is possible that the voluntary severance plan may trigger settlement accounting or curtailment accounting 

I FERC FORM 60 (NEW 12-05) .- 204.4 -J - 



Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC 
12) II A Resubrnission I 1  

I (1) d A n  Original (Mo, Da, Yr) 

Schedule XV- Comoarative Income Statement I 

YearlPeriod of Report 

Dec31, 2009 

6 1403 IDeprecialion Expenses I 66,378,730 I 60,104,114 I 

9 

10 

11 

8 1404 /Amortization of Limited-Term ProoerW I 136,611 I 64,054 I 
405 Amortization of Other Property 

407 3 Regulatory Debits 71,475,736 ( 739,062) 

407 4 Regulatory Credits 

15 

16 

17 

12 1408.1 ]Taxes Other Than Income Taxes, Operating Income I 49,244,591 1 28,341,161 I 

41 1 1 

41 1 4 Investment Tax Credit, Service Company Property 1,203,616 

41 1 6 

Provision for Deferred Income Taxes - Credit , Operating lnwme 

Gains from Disposition of SeMce Company Plant 

13 1409 1 Ilncome Taxes. Operating Income I ( 2,801) I ( 7,200,170) I 

26 

27 

28 

14 (410.1 (Provision for Deferred lnwme Taxes. Ooeratino lnwme I I I 

419 Interest and Dividend lnwme 21,212,136 

419 1 

421 Miscellaneous Income or Loss 34,488,865 

Allowance for Other Funds Used During Construction 

18 1411 7 ILosses from Disposition of Service Company Plant I I I 
19 1411 10 ]Accretion Expense I I I 

25 1418 1 IEouitvin Earninqs of Subsidiarv Companies I I I 

29 1421 1 IGain on Disposition of Property I ( 25111 1,908 I 

37 1426 4 IExoenditures for Certain Civic, Political and Related Activities I 5,713,212 I 5,132,880 I 
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Name of Respondent 

Duke Energy Business Services, LLC 

Account 
Number 

(a) 

This Re ort Is: Resubmission Date YearIPeriod of Repor 
(1) /-$An Original 
(2) r] A Resubmission 

(Mo, Da, Yr) 
/ I  Dec31, 2009 

Title of Account 

(b) 

3,134,961 

08 2 !Taxes Other Than Income Taxes, Other Income and Deduclions 

2,281,317 

09 2 

10 2 

11 2 

Income Taxes, Other Income and Deductions 

Provision for Deferred lnwme Taxes, Other Income and Deductions 

Provision for Deferred lnwme Taxes - Credit, Other lnwme and Deductions 
- 

11 5 (Investment Tax Credit, Other Income Deductions 

ITOTAL TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS (Total of Lines 41-45) 

27 Interest on Long-Term Debt 

28 

29 

Amortization of Debt Discount and Expense 

(less) Amortization of Premium on Debt- Credit 

30 llnterest on Debt to Associate Companies 

31 lother Interest Exaense 

32 (less) Allowance for Borrowed Funds Used During Construction-Credit 

TOTAL INTEREST CHARGES (Total of Lines 48-53) 

NETINCOME BEFORE EXTRAORDINARY ITEMS (Total of Lines 23,30, minus 39,46, and 54) 

EXTRAORDINARY ITEMS 

-- 

34 IExtraordinary Income 

35 I(less) Extraordinan/ Deduclions 

Net Extraordinary Items (Line 57 less Line 58) 

(less) lnwme Taxes, Extraordinary 

Extraordinary Items After Taxes (Line 59 less Line 60) 

NET INCOME OR LOSSlCOST OF SERVICE (Total of Lines 5561) 

09 4 

Current (c) Year ~ P r i o r  

42,406,802 

12,041,793 

15,202,282 I 17,815,834 

-:- 323,544 

5,062,509 

( 15,199,480) 22,619,584 

465,349 

( 465,349) + ( 151 99,480) 22,) 54,235 
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Case NO. 2011-124 
AG-DR-01-037 (iv) attachment 
Page 1 of 52 

Name of Respondent This Report is: 
(1) X An Original 

Duke Energy Business Services, LLC (2) - A  Resubmission 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

I l  2009 

[Schedule Page: 301 Line No.: 20 Column: c 
DEBS 
Footnote for Schedule XV - 2009 
Line 20 

Expense - Income Statement 
41 5 Jobbing and contract work $ (4,837,293) 
41 7 Revenues from non-utility operations (6,107,304) 
4 18 Non-operating Rental Income (1,252,604) 
422 Foreign Currency gaidloss 38,679 
449 Provision for Rate Refunds (5,8 15,509) 
450 Forfeited Discounts (29,104) 
45 1 Misc. Service Revenue (437,492) 
454 Rent from electric property (2,563,6 10) 
455 Subsidiary Cost Of Capital (120,184) 
456 Other electric revenues (34,215,075) 
487 Discounts Eamed/L,ost - Gas (7,652) 

Total Expense - Income Statement !$ (55,347,148) 

Expense - Balance Sheet 
101 
102 
1 05 
106 
I07 
108 
114 
116 
118 
120 
121 
124 
163 
181 
182 
183 
184 
185 
186 
254 

Gas plant in service 
Electric Plant 
Investment tax credit adjustments 
Miscellaneous expense accounts 
Construction work in progress 
Accuniulated provision for depreciation of utility plant 
Purchase Accounting - PP&E 
Other electric plant adjustments 
Other TJtility CWIP 
Nuclear Fuel In Process 
Non-utility Property 
Other investments 
Stores expense undistributed 
Unamortized debt expense 
Other regulatory assets 
Preliminary survey & investigation charges 
Clearing accounts 
Temporary facilities 
Misc. deferred debits 
Equity Post in Service Nox 

$ 565,709 
I20 

26,287 
944 

267,186,741 
1,433,165 

(149) 
172 

(1,701) 
253 

2,020,342 
210,522 

37,978,723 
943,144 

15,1.5 1,95 1 
4,441,720 

(1,933,206) 
(252,740) 

35,629,022 
(59,548) 

Total Expense - Balance Sheet !$ 363,341,471 

- I FERC FORM NO. 60 (NEW 12-05) Footnotes.1 I 



Name of Respondent 

Duke Energy Business Services, LLC 

Grand Total $ 307,994,323 

/Schedule Page: 307 Line No.: 20 Column: d 

This Report is: Resubmission Date Year of Report 
(1) &An Original 
(2) - A  Resubmission / I  zoo9 

(Mo, Da, Yr) 

Expense - Income Statement 
415 Jobbing and contract work 
417 Revenues from non-utility operations 
418 
422 Foreign Currency gaidloss 
450 Forfeited Discounts 
45 I Misc Service Revenue 
454 Rent from electric property 
455 Subsidiary Cost Of Capital 
456 Other electric revenues 

Equity in earnings of subsidiary companies 

Total Expense - Income Statement 

Expense - Balance Sheet 
101 Gas plant in service 
105 Investment tax credit ad.justments 
106 Miscellaneous expense accounts 
107 Construction work in progress 

$ (568,891) 
(25,960,30 1) 

(218,764) 
(47,953) 

(1 SO) 
(372,964) 

(1,652,651) 
(120,184) 

(27,133,7 13) 
$ (56,075,571) 

$ 6,005 
15,305 

1,836 
23 1,288,940 

108 Accuniulated provision for depreciation of utility plant (207,493) 
116 Other electric plant adjustments 
118 Other Utility CWIP 
120 Nuclear Fuel In Process 
121 Non-utility Property 
124 Other investments 
163 Stores expense undistributed 
181 Unamortized debt expense 
182 Other regulatory assets 
183 
184 Clearing accounts 
185 Temporary facilities 
186 Misc. deferred debits 

Preliminary survey & investigation charges 

Total Expense - Balance Sheet 

11 
303 

2,461 
982,758 
124,135 

29,933,38 1 
1,048,368 

12,074,640 
5 15,182 

(267,945) 
(1 5 1,467) 

28,65 1,885 
$’ 304,018,305 

Grand Total $ 247,942,734 

I -_I_---_- 

-~ I FERC FORM NO. 60 (NEW 12-05) Footnotes.:! 



Case NO. 2011-124 
AG-Dll-01-037 (iv) attachment 
Page 1 of 52 

Name of Respondent This Re ort Is: Resubmission Date Yeadperiod of Repor 
(Mo, Da. Yr) 

Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies 

Dec31, 2009 ( 1 )  d A n  Original 
Duke Energy Business Services, LLC (2) n A Resubmission I I  

1. Total cost of service will equal for associate and nonassociate companies the total amount billed under their separate analysis of 

25 
26 

27 

28 
29 

30 

426 4 Expenditures for Certain Civic, Political and 

Related Activities 265.9C 

4265 Other Deductions ( 4,039,271 
427 Interest On Long-Ten Debt 

428 Amortization of Debt Discount and Expense 32356 

429 

430 Interest on Debt to Associate companies ( 36,22' 

Amortization of Premium on Debt - Credit 

31 

32 

33 

431 Other interest Expense 5,552,7: 

432 Allowance for Borrowed Funds Used During 

Total Steam Power Generation Operation 

Total Steam Power Generation Maintenance 

Construction ( 7.70; 

m.509 

Expenses 54.017.7i 
510.515 

billing schedules. 
Account 7itle of Account Associate Company 
Number Direct Cost 

h e  
NO. (a) (b) (C) 

jsociate Company 
Indirect Cost 

ssociate Company 
Tolal Cast 

Nonassociate 
Company 

Indirect Cost 
(9) 

Nonassociate 
Company 
Total Cost 

(h) 

Nonassociate 
Company 

Direct Cost 
(1) (d) 

63,449,590 1 1403.403 1 IDepreciation Expense I 2.929,14 66,378,730 

136,611 

71,475,736 

49.244.591 

I 

2 1404.405 IAmortization Expense 136,61 - 
3 1407 3.407 4 IRegulatory Debits/Credits - Net 71.475.73 

32697,073 4 

5 
6 

7 
8 411 6 Gain from Disposition of Service Company Plant 

g 411 7 Losses from Disposition ot Service Gompany t'EiiI 
10 411 ~ $ 5  Investment Tax Credit Adjustment 

408 1 408 2 Taxes Other Than Income Taxes 

409 1-409 3 Income Taxes 

4101 411 2 Provision for Deferred Taxes 

411 1 41 I 2 Provision for Deferred Taxes - Credit 

16.547 51 

- 
- 

11 411 IO Accretion Expense 

412 Costs and Expenses of Construction or Other 

12 Services 326.825.65 326,872,751 47,094 

67E 

Costs and Expenses of Merchandising, Jobbing, 

13 and Contract Work for Associated companies 346.18 346.867 

1.252.602 14 418 Non-operating Rental Income 1.252,60 

15 418 1 Equity in Earnings of Subsidiary Companies 
16 419 Interest and Dividend inwrne 21.223.17 

.- 

419 I Allowance for Other Funds Used During 

21,212,126 ( 11.037; 

43,802 Construction 43,80 

14.58 

72,5? 

f 24.376 I 9.792) 

22 14261 IDonations I 498.2C 13584: 

( 23,090 23 14262 ILife Insurance I 
140.70( 

5.447.30t 5,713,212 

232.83: ( 3,806,4381 

323.544 

3,134,961 

7,030,M)I 

3,171,lSI 

1,477,88; 

( 5,062,509: ( 5,054,801 

58,816,571 4.798,79: 

336,901 

Page 303 FERC FORM NO. 60 (REVISED 12-07) 



CdW NO. 2011-124 
AG-DR-01-037 (iv) attachment 
m e  1 or 52 

Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: 
(1) $An Original 
(2) n A  Resubmission 

Resubmission Date YearIPeriod of Report 
(Mo. Da. Yr) 

I 1  Dec31, 2009 

Account Title of Account 
Number Direc! Cos! lndirec! Cos! 

36 -. 

37 

38 
- 

I 4P11 

Expenses 7,860,084 

535 540 1 Total Hydraulic Power Generation Operation 

Expenses 931,96[ 
541 545 1 Total Hydraulic Power Generation Maintenance- 

Expenses 853.001 27 
~ ~ 6 % ~ -  Total ether-Power6eneration-0peraliofl 

39 

40 

41 
42 

43 

Expenses 35.823.79 142,08 
551.554 i Total Other Power Generation Maintenance 

Expenses 2.369.42E 18 

555 557 Total Other Power Supply Operation Expenses 23,887.991 104.67 

560 Operation Supervision and Engineering 121.35E 8 7 3  

561 1 Load Dispatch-Reliability 1,278,632 1,366.31 

561 z Load Dispatch-Monitor and Operate Transmission 
System 

Load Dispatch-Transmission Service and 
2.973.7X 1,890.44 

47 1561 5 IReliability Planning and Standards Development I 8.33d 

45 

48 1561 6 ITransmission Service Studies I 18.4d 

Scheduling 94853 307.72 I 1,256,257 

8,966,682 -- 

49 

50 

561 7 Generation Interconnection Studies 

561 B Reliability Planning and Standards 

Services 560.39 

Total Cas! Company Company Company 
Direc! Cosl lndirec! Cos! Total Cosl 

51 

52 

53 

54 - 

55 

56 -. 

21,448831 

7,860,084 

931,960 

853,287 

562 Station Expenses (Major Only) 2,140,541 

563 Overhead Line Expenses (Major Only) 494,161 

564 Underground Line Expenses (Major Only) 3.727 

565 Transmission of Electricity by Others (Major Only) 23,363,842 

566 Miscellaneous Transmission Expenses (Major 

Only) 2,060,74€ 76 

567 Rents 2.465,75E 

7,860,084 

931.960 

2.061.5071 

853.287 

I I I 

23,992.6631 I I I 

62 
63 

64 
65 

66 
67 

68 

208.658 

2,644,943 

5692 Maintenance of Computer Software 5.384,25$ 32.17 

569 3 Maintenance of Communication Equipment 332.52' 
5694 Maintenance of Miscellaneous Regional 

Transmission Plant 

no Maintenance of Station Equipment (Major Only) 1232,012 

571 Maintenance of Overhead Lines (Major Only) 2.530.23E 240,69 

nz Maintenance of Underground Lines (Major Only) 39.45: 

573 Maintenance of Miscellaneous Transmission Plant 

(Major Only) 11,107 

I 4,864,181 

8,330 

18,406 
I i 

1.355 

560,390 

2,140,541 

494,166 

3.727 

23.363.843 

2,061,507 

2,465,758 - 2,465,758 - 

49,058.744 

129.255 

5,416,433 

1,232,0121 I I I 
2.770.9331 I I I 

39,489 

11,107 
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Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: 
(1) $An Original 
(2) n A  Resubmission 

Resubmission Date YearIPeriod of Repor 
(Mo, Da. Yr) 

1 1  Dec31. 

33 1859 (Other Expenses 

.ine 
NO. 

$9 

70 
71 

72 

73 
74 

75- 

76 

77 
78 

- 

-- 

79 

30 

31 

32 

33 
34 

35 
36 

- 
Account liUe of Account 
Number 

(a) (b) 

574 Maintenance of Transmission Plant (Nonmajor 

Total Transmission Maintenance Expenses 

575 1.5758 Total Regional Market Operation Expenses 

576 1.5765 Total Regional Market Maintenance Expenses 

580.589 Total Distribution Operation Expenses 

590.598 Total Distribution Maintenance Expenses 

Total Electric Operation and Maintenance 
E w e s  

Production Expenses (Provide selected accounts 
in a footnote) 

800.813 Total Other Gas Supply Operation Expenses 

814.826 Total Underground Storage Operation Expenses 

830.837 Total Underground Storage Maintenance 
Expenses 

840.8423 Total Other Storage Operation Expenses 

843 1.8439 Total Other Storage Maintenance Expenses 

844 1-846 z Total Liquefied Natural Gas Terminating and 
Processing Operalion Expenses 

847 1.8478 Total Liquefied Natural GasTerminaling and 
Processing Maintenance Expenses 

Only) 

700.798 

850 Operation Supervision and Engineering 

851 

852 Communication System Expenses 

System Control and Load Dispatching 

Associate Company Associate Company Associate Company Nonassociate 
DireclCost 1 IndireclCost 1 Total Cost I Company 

Direcl Cost 

24 

11,424.97d 272.86d 11.6978391 

24 

7.893.90 7,893.908 I 

34 
35 
36 
37 

38 
39 

00 
01 

02 

16.443.0d 1655.954 18.098.9751 

860 Rents 

Total Gas Transmission Operation Expenses 

Maintenance of Structures and Improvements 

Mainlen&e of Compressor Station Equipment 

Maintenance of Measuring And Regulating Statio 
Equipment 

861 Maintenance Supervision and Engineering 

862 

863 Maintenance of Mains 

EM 

86s 

866 Maintenance of Communication Equipment 

867 Maintenance of Other Equipment 

14,961,04 15,055,513 

737,624 

I I I 
I I I 

171.4 id I 171.4151 

171.41d I 171.4151 
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Nonassmiate 
Company 

Indirect Cost 
(9) 

Nonassociate 
Company 
Total Cost 

(h) 
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Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: 
(1)  $An Original 
(2) n A Resubmission - 

Resubmission Date YearIPeriod of Repo 
(Mo, Da, Y r )  

I 1  Dec31, 2009 

09 
10 
11 

TT 

903 

904 Uncollectible accounts 

905 Miscellaneous customer accounts expenses 

T T m z t C u s ~ n t ~ p r n E ~ n s r  

Customer records and collection expenses 

14 

15 

16 

17 

908 Customer assistance expenses 

909 Informational And Instructional Advertising 

910 Miscellaneous Customer Service And 

Expenses 

Informational Expenses 

Total Service and Informational Operation 
Accuunts 

32 

33 

34 

35 

36 

931 Rents 

Total Administrative and General Operation 
Expenses 

Maintenance of Structures and Equipment 

Total Administrative and General Maintenance 
Expenses 

Total Cost of Service 

935 

Nonassociate 
Company 

Direcl Cost 
(0 

Nonasscciate 
Company 

lndirecl Cos1 
(9) 

Nonasscciate 
Company 
Tolal Cost 

(4 

Accounl lille of Accounl 
Number 

Total Natural Gas Operation and Maintenance 

Associate Compan 
Direcl Cost 

(C) 

Associate Company 
Total Cost 

(e) 

\ssociale Company 
Indirect Cost 

3.967.451 3.967,4! 

13.853,41 

385.4. 

13,853,311 

07 Is01 lsupervision 260.24 b15.69! 

08 1902 IMeter reading expenses 85.8 5.42 91.236 

69.534,6: 

51,777,81 

27,091.17 

n;356;84 

96,625.79; 

51,777,86! 

62.6 

, , I  

13 1907 ISupervision 

396.78 180.10 576.85, 

178,31 6.67 184,98; 

15,800.4’ 6,356,16 22,156,57; 

16,375,4; 6,5429 22,918,41f 

18 pi ISupervision 

19 19i2 IDemonstrating and Selling Expenses 
8 8: 

365.6 38 366.03 

20 1913 IAdvertising Expenses 3667 22.45 389.231 

2.400.69: 2.400,69 

2,4 2 3,6 1 

297,441 $0 

109,243.52 

186,888.37 

-____ 
Total Sales Operation Expenses 3,156.W 

351,329,221 

120.010,52 

219.122.976 

732,4: 

53.887.6 

10,767,Oi 

-- 
-- 

32.234,5! 

26 1924 lproperty Insurance 9,748,65 18.027.471 8.278,8 

3.999.4’ 27 1925 llnjuries and Damages 3.114.17 7.113.611 

39.016.0: 

16,458,91 

278.2; 

12,439,8! 

4.961,K 

75.237.26 

12 

2.361,42 

7.107,Ol 

50,940,02 

114,253.29! 

16,459,101 

2.639,69: 

19,546,901 

5,901 ,OM 

-- 

924,40387’ 

32,370.38i 
-- 182.321,6! 

720.11 

742,082.18 

31.650.19 

321,996.21 810.055.78 1,132,051,991 

1,W,884.2 922.8i7.44 1.945,761,66! 
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Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC 
(Mo, Da, Yr) 

/ I  
(1) $An Original 
(2) R A  Resubmission 

Yeadperiod of Repoi 

Dec31, 2009 

2 
3 
4 

404 405 Amortization Expense 

407 3 407 4 Regulatory DebitdCredits - Net 

408 1 408 2 Taxes Other Than Income Taxes 
- 

5 
6 
7 
- 

409 I 409 3 Income Taxes 

410 1-41 1 2 Provision for Deferred Taxes 

41 I 1-41 1 2 Provision for Deferred Taxes - Credit 

8 
9 
10 
11 

12 

13 
14 
15 
16 

17 

411 6 

411 7 

411 4.411 5 Investment Tax Credit Adjustment 

411 i o  Accretion Expense 

412 Costs and Expenses of Construction or Other 
Services 

Costs and Expenses of Merchandising, Jobbing, 
and Contract Work for Associated Companies 

Gain from Disposition of Service Company Plant 

Losses from Disposition ofService Company Plar 

416 

418 Non-operating Rental Income 

418 1 

419 Interest and Dividend lnwme 

419 1 

- Equity in Earnings of Subsidiary Companies 

Allowance for Other Funds Used During 
Construction 

21 
22 
23 

24 

25 
26 
27 
28 

425 Miscellaneous Amortization 

426 t Donations 

4262 Life Insurance 

4263 Penalties 

4264 Expenditures for Certain CIVIC, Political and 
Related Activities 

4265 Other Deductions 

427 Interest On Long-Term Debt 

428 Amortization of Debt Discount and Expense 

30 430 Interest on Debt to Associate Companies 

31 431 Other Interest Expense 

32 Construction 
432 Allowance for Borrowed Funds Used During 

Total Steam Power Generation Operation 

Total Steam Power Generation Maintenance 

~00.509 

33 Expenses 

34 Exoenses 

- 
~10.515 

~~ Title of Account 

(b) 

Tolal Charges for Services 
Total Cost 

Total Charges for Services 
lndirecl Cost 

Tolal Charges for Services 
Direct Cost 

2.929.14( 63.449.591 66378.73 

136.61' 136.61' 

71.475.734 71,475,736 

16,547,51 t 49,24459' 32,697.07: 

47.0% 326.872.75' 

671 346.86: 346,18! 

1,252.60; 

21.223,17: 

1.252.60; 

( 11,037 21,212,134 

43.80: 

( 9,792 

( 251 

43.80: 

14.51 I 18 1421 lMiscellaneous Income or Loss ( 24,376 

I19 1421 1 IGain on Disposition of Property ( 251 

72.53: 871 73,401 

498.20( 135.84: 634.04: 

f 23.090 ( 23,090 

140,701 568,62 427.92 

5.713.21: 

( 3,806,438 
- 

323.54' 

265,901 

( 4.039.270 

5.447.301 

23283: 

323.56 

I29 (429 IAmortization of Premium on Deb1 -Credit 

I 35.229 3,171,191 3.134.96 

5.552.72; 7.030.M)! 1.477.88; 

[ 7.708 I 5.054.801 [ 5.062.509 

54.017.77i 4.798.79: 58.816.57' 

44.844.83: 336,901 45,181,731 
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Case No. 2011-124 
AG-DR-01-037 (iv) attachment 
Page 1 of 52 

Name of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is: 

(2) [-1A Resubmission 
I (1) $An Original 

Resubmission Date YearIPeriod of Repor 
(Mo, Da, Yr) 

I 1  Dec31, 2009 

Schedule XVI- Analvsis of Charaes for Service- Associate a n d  Non-Associate Comoanies (continued) 

Total Charges lor Services 
Direct Cost 

I Account I Title 01 Account Total Charges for Services Total Charges for Services 
Indirect Cost Total Cos1 

(i) 

21,444,621 

0) (k) 

4,210 21,448.831 35 

36 

37 

38 
- 

39 

40 

41 

42 

43 

44 

45 

46 

47 

517.525 Total Nuclear Power Generation Operation 
Expenses 

Total Nuclear Power Generation Maintenance 
Expenses 

535.540 1 Total Hydraulic Power Generation Operation 
Expenses 

541.545 1 Total Hydraulic Power Generation Maintenance 

Expenses 

Expenses 

551-554 1 Total Other Power Generation Maintenance 
Expenses 

Total Other Power Supply Operation Expenses 

528 532 

5 ~ ~ 5 5 0 3 -  "Fota~therf"ower-Generat ion-8perat ion~ 

555.557 

560 Operation Supervision and Engineering 

561 1 Load Dispatch-Reliability 

561 z Load Dispatch-Monitor and Operate Transmission 
System 

Load Dispatch-Transmission Service and 
Scheduling 

Scheduling, System Control and Dispatch Service 

Reliability Planning and Standards Development 

561 3 

561 4 

561 5 

35,823,798 142.084 35,965,882 

2.369.428 

23,887,931 

121.355 

1,278,633 

187 2,369,615 

104,672 23,992,663 

87,303 208.658 

1,366,310 2.644.943 

948,536 

8,966,682 

307.721 1,256,257 

8,966.682 

49 

50 

561 7 Generation Interconnection Studies 

561 8 Reliability Planning and Standards Development 
Services 

494,166 

3,727 

23.363.843 

494,166 

3,727 

23,363,843 

56 

57 

58 

59 

50 

- 567 Rents 
567 1 Operation Supplies and Expenses (Nonmajor 

Total Transmission Operation Expenses 

Maintenance Supervision and Engineering (Major 

Maintenance of Structures (Major Only) 

Only) 

568 

Only) 
569 

63 

54 

569 3 

569 4 

Maintenance of Communication Equipment 

Maintenance of Miscellaneous Regional 
Transmission Plant 

332,522 332,522 

1,232.012 

2,530,239 

39,489 

1,232.012 

240,694 2,770,933 

39,489 

7,860,084 7,860,084 

931,960 931.96C 

853.w9 853.287 

2,973,733 1,890,448 I 4,864,181 

8.3301 I 8,330 

48 1561 6 ITransmission Service Studies 18.4061 I 18.406 

1.~51 I 1.355 

560.390 I 560,390 

51 562 Station Expenses (Major Only) 

52 563 Overhead Line Expenses (Major Only) 

54 565 Transmission of Electricity by Others (Major Only) 

.:-;..._;;_..I 
Miscellaneous Transmission Expenses (Major 
Onlv) 

2.140.541 I I 2.140.541 

45.406201 

129,255 

374.434 

51 1569 i IMaintenance of Computer Hardware 1.391.6541 I 1.391.654 

52 15692 IMaintenance of CornDuter Software 5.384.2581 32.175 I 5.416.433 

55 570 Maintenance of Station Equipment (Major Only) 
~ Lines (Major Only) 

67 572 Maintenance of Underground Lines (Major Only) 

Maintenance of Miscellaneous Transmission Plan1 
(Major Only) 11,107 - 11.107 
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Case No. 2011-124 
AG-DR-01-037 (iv) attachment 
Paee 1 of 52 

Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC 
(2) n A Resubmission I /  
( 1 )  $An Original (Mo. Da, Yr) 

Yeadperiod of Report 

Dec31, 2009 

Accounl 
Number 

j9 

70 

7 1  

72 

Title of Account 

(b) 

574 Maintenance of Transmission Plant (Nonmajor 

Only) 
Total Transmission Maintenance Expenses 11,424,970 272,869 11,697,833 

575 1-575 8 Total Regional Market Operation Expenses 7,893,908 7,893,908 

576 1.576 5 Total Regional Market Maintenance Expenses 

Told Charges for Services Total Charges lor Services 
Direcl Cos! Indirect Cos! Total Cost 

Total Charges for Services 

&80.589 Total Distribution Operation Expenses 16,443,022 1,655,353 18.098.975 

74 1590.598 lTotal Distribution Maintenance Expenses I 14,361,0451 94.468 I 15,055,513 I 

11 

12 

13 

I t i B 1 ; 0 5 4 ; 5 6 U  

Total Electnc Operation and Maintenance 

843 1 843 9 Total Other Storage Maintenance Expenses 

8~ 1 8462 Total Liquefied Natural GasTerminaling and 
Processing Operation Expenses 

847 1 8478 Total Liquefied Natural GasTerminaling and 
Processino Maintenance ExDenses 

Production Expenses (Provide selected accounts 
’6 in a footnote) 

14 

15 

16 

17 

737,624 

850 Operation Supervision and Engineering 
851 

852 Communication System Expenses 

853 

System Control and Load Dispatching 

Compressor Station Labor and Expenses 

--- 

737,624 

41 

12 

43 

44 -- 
)5 

77 l8w.813 ITotal Other Gas Supplv Operation Expenses I 1,678,7931 I 1,678,733 I 

857 

858 

Measuring and Regulating Station Expenses 

Transmission and Compression of Gas By Others 

e59 Other Expenses 171.415 171.415 

EM) Rents 

Total Gas Transmission Operation Expenses 171.415 171.415 

’8 1814-826 ]Total Underqround Storaae Operation Expenses I I 24 I 

49 

00 

01 

02 

03 

04 

I Total Underground Storage Maintenance 
79 Expenses 

EM 

865 

Maintenance of Compressor Station Equipment 

Maintenance of Measunng And Regulating Station 
Equipment 

866 Maintenance of Communication Equipment 

867 Maintenance of Other Equipment 
- 

-” 

-.I___ 
Total Gas Transmission Maintenance Expenses 

870 881 Total Distribution Operation Expenses 7,238,150 ( 150) 7.298,WO 

10 1840-8423 /Total Other Storage Ooeration Exoenses I I I I 

18 (854 /Gas for Compressor Station Fuel I I I 
19 less !Other Fuel and Power for Compressor Stations I I I I 
)O 1856 IMains Expenses I I I I 

47 le62 IMaintenance of Structures and Improvements I I I I 
18 1863 IMaintenance of Mains I I I I 
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Name of Respondent 

Duke Energy Business Services, LLC 

This Reft Is:, , 

(1) X An Ongtnal 
(2) n A Resubmission 

Resubmission Date YearlPeriod of Repot 

I l  Dec31, 2009 
(Mo, Da, Yr) 

-- 
Total Charges lor Services 

Direct Cost 
Total Charges for Services Total Charges lor Services 

lndirecl Cost Total Cost 

05 

06 

07 
08 

09 

10 

885 894 Total Distribution Maintenance Expenses 

Total Natural Gas Operation and Maintenance 
Expenses 

901 Supervision 

902 Meter reading expenses 

903 

904 Uncollectible accounts 

Customer records and collection expenses 

I 1501 

3,967,454 

13,853,460 

3,967,451 

13.853.3N 
I 

385,447 260,248 

85,810 5,426 

69,534,626 27.091.171 

51,777,869 
___- 

645.69! 

91,234 

96.625,79; 

51,777,865 

396,747 

178.308 

180,107 576,85< 

6.679 184.98; 

15,800,41 5 - 

16.375.470 

6,356,162 22.156.57; 

6.542.948 22.918.411 

365,647 

366,779 

732,426 

384 366.03' 

22,459 389.231 

2,400,693 2,400.69: 

2,423,619 3,156.04L 

8,278,817 

3,999,443 

39,016,033 

16,458,981 

9,748653 18.027.47[ 

3,114,176 7.113,61! 

75237.262 114,253.29: 

127 16,459,101 

Tilie of Accoun! 

(b) 

Account 
Number 

11 1905 IMiscellaneous customer accounts expenses 62.6721 I 62,67; 

13 bo7 hmrvision 

14 ~ O E  Customer assistance expenses . Expenses 
Informational And Instructional Advertising 

910 Miscellaneous Customer Service And 
Informational Expenses 

Total Service and Informational Operation 
17 I I  Accounts 

I 831 B: 

19 912 Demonstrating and Selling Expenses 

20 913 Advertising Expenses 

21 916 Miscellaneous Sales Expenses , Total Sales Operation Expenses 

23 920 Administrative and General Salaries 53,887.6141 297,441,606 I 351,329,22( 

24 lgz i  IOffice Supplies and Expenses 10.767.000 I 109.243.522 I 120.010SZ 

25 1923 ]Outside Services Emoloved 219.122.971 32.234.5971 186.888.379 I 

278.2731 2,361,420 I 2.639.69: 

31 19302 IMiscellaneous General Expenses 12,439,8931 7,107,015 I 19.546.901 

32 1931 IRents 4.961.0391 50.940.021 I 55.901 ,064 

Total Administrative and General Operation 
33 I I  Expenses 182.321.6901 742.082.181 I 924.403.87' 

34 1935 IMaintenance of Structures and Equipment 720.1951 31.650.192 I 32370.387 

Total Administrative and General Maintenance 
35 I I  Ex p ens e s 321,996,2051 810.055.785 I 1.132.051.99[ 

36 I ITotal Cost of Service 
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Case NO. 2011-124 
AG-DR-01-037 (iv) attachment 
Page 1 of 52 

Name of Respondent This Report is: Resubmission Date 
(1 ) X An Original (Mo, Da, Yr) 

Duke Energy Business Services, LLC (2) -A Resubmission I l  

Year of Report 

-- 2009 

ISchedule Page: 304 Line No.: 12 Column: c 
DEBS 
Footnotes for Schedule XVI - 2009 

Line: 12 Colunm: c Page: 303 

Income Statement DIRECT 
$ 4,696,672 401 Operation Expense 

415 Jobbing and contract work (4,837,293) 
4 17 Revenues from non-utility operations (6,2 17,49 1) 

422 Foreign Currency gaidloss 38,679 
449 
450 
45 1 
454 
45 5 
456 
487 
922 
927 
929 
93 0 

930.4 
9.30.6 
930.7 
930.8 

101 
102 
1 05 
I06 
107 
108 
114 
116 
118 
120 
121 
124 
163 

Provision for Rate Refunds 
Forfeited Discounts 
Misc. Service Revenue 
Rent from electric property 
Subsidiary Cost Of Capital 
Other electric revenues 
Discounts EarneNL,ost - Gas 
Administrative Exp Transferred - Credit 
Franchise Requirernents 
Duplicate charges - credit 
Intercompany A&G 
Misc Test Projects-Other 
Leased Circuit Charges - Other 
Research and Development 
R & D-Alternative Energy 
Total Income Statement 

Balance Sheet 
Gas plant in service 
Electric Plant 
Investment tax credit adjustments 
Miscellaneous expense accounts 
Construction work in progress 
Accumulated provision for depreciation of utility plant 
Purchase Accounting - PP&E 
Other electric plant adjustments 
Other Utility CWIP 
Nuclear Fuel In Process 
Non-utility Property 
Other investments 
Stores expense undistributed 

(S,8 1 5,509) 
(22,684) 

(437,492) 
(2,S35,6 10) 

( 1  20,184) 
(34,015,076) 

(7,652) 
307,449 
562,573 

(1,799,740) 
2,296,606 

(74,510) 
1,610 

9,532,130 
1.920.551 

$ (36,526,971) 

$ 565,709 
120 

26,287 
944 

267,198,438 
1,433,14 1 

(149) 
172 

(1,701) 
2.53 

2,020,342 
210,522 

37,978,208 

I - 
Footnotes.1 [ FERC FORM NO. 60 (NEW 12-05) 

.__ 



Name of Respondent This Report is: Resubmission Date Year of Report 
(1) &An Original (Mo, Da, Yr) 

Duke Energy Business Services, LLC (2) - A  Resubmission ! I  2009 

-- FOOTNOTE DATA 

18 1 Unamortized debt expense 943,144 

183 Preliminary survey & investigation charges 4,441,720 
I84 Clearing accounts (1,933,206) 
185 Temporary facilities (252,740) 
I86 Misc. deferred debits 35,629,022 

182 Other regulatory assets 15,IS 1,95 1 

254 Equity Post in Service Nox (59,549) 
$ 363,352,628 Total Balance Sheet 

/Schedule Page: 304 Line No.: 12 Column: d : 
DEBS 
Footnotes for Schedule XVI - 2009 

Line: 12 Colunm: d Page: 30.3 

Income Statement 
Revenues from non-utility operations 41 7 

450 Forfeited Discounts 
454 Rent from electric property 
456 Other electric revenues 
922 

930.6 
930.7 Research and Development 

Administrative Exp Transferred - Credit 
Leased Circuit Charges - Other 

Total Income Statement 

Balance Sheet 
107 Construction work in progress 
108 
163 Stores expense undistributed 

Total Balance Sheet 

Accumulated provision for depreciation of utility plant 

INDIRECT 
$ 110,187 

(6,420) 

(200,000) 
(28,000) 

38,907 
140,163 

3.415 
$ 58,252 

$ (11,696) 
24 

514 

$ (11,158) 

Grand Total $ 47,094 

[Schedule Page: 304 Line No.: 76 Column: c 

700-798 Delail Foofiioie DIRECT 

Page: 305 Line: 76 Column: c 
71 1 071 1000 - Gas Boiler L,abor $ 33,284 

7 12 07 12000 - Gas Production-Other Power Exp 23,394 

71 7 0717000 - Liq Petro Gas Exp-Vapor Proc 30,551 

I FERC FORM NO. 60 (NEW 12-05) Footnotes.2 I 



Name of Respondent This Report is: Resubmission Date 
(1 ) X An Original (Mo, Da, Yr) 

Duke Energy Business Services, LLC (2) _ _ A  Resubmission I 1  

728 
7.35 
736 
742 

0728000 - Liquid Petroleum Gas 
073.5000 - Gas Misc Production Exp 
0736000 - Gas Prod I/C Rent Exp - Erlan 
0742000 - Maint Gas Production Equipment 
Total 

Year of Report 

2009 

289 
61,720 

514,092 
74,294 

$ 737,624 

I FERC FORM NO. 60 (NEW 12-05) - Footnotes. 3 --1 



Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC 
(Mo, Da. Yr) 

1 1  
(1) d A n  Original 
(2) n A  Resubmission 

YearIPeriod of Repor 

Dec31, 2009 

Name of Associate Company 

(a) 
Bison Insurance Company, Ltd L 2 CINCAPVLLC 

Account 457 3 

362,000: 
13: 

2.65E 

Account 457 I Account 457 2 

362,000) -- __ 
1331 

I 2.6% 3 Cinergy Broadband LLC 
4 
5 CineravCom 

Cinyrgy Capital and Trading Inc - 
I 

8.408 I I 8.40E 
499 22E 496,570 2,656 

72,316 1,21€ 

17,295 1,21€ 
6 I Cineray Global Resources Inc 
7 Cinergy Investments, Inc. 

8 Cinergy Wholesale Energy Inc 
9 
10 DE Marketina Lld PartnershiD 

-- CSGP Of Southeast Texas LLC 
144,623 

332.216 

1 1 DE Merchants, LLC t-- 12 DE Mktg America LLC 
33.562 

332.21€ 
8,205,59C 

86.76C 
5.696 

396,291 
86,760 

5,696 
8,013 

498.564 
18 DEGS of Cincinnati, LLC 

19 DEGS of Narrows LLC 
20 DEGS of Philadelphia LLC 
21 DEGS of San Diego, LLC 
22 DEGS of South Charleston, LLC 
23 DEGS of St Bernard LLC 
24 DEGS of St Paul, LLC 

25 DEGS of Tuscola, Inc 
26 DEGS Wind I, LLC 

498,56f 
360,712 360,712 

I 5.570.139) 

1 ( 991,917 
172.17f 
I 80.94: 

I ( 5,570.139 
48,48C 

28.77; 

48,480 

27 I DEI (Europe) Holdings Aps 

28 REI (Nether) Financial Service 
29 Delta Twsp UT LLC 
30 DETMI Management, Inc 
31 Duke Eneray Americas, LLC 

I 34.832 

392,092,863 I 448,945,121 
1 1.640 I 

32 I Duke Energy Carolinas, LLC 

33 Duke Energy Cop 
34 
35 
3s Duke Eneray Indiana, Inc 

Duke Energy Gen Service, Inc 
Duke Energy Global Markets, Inc 

~~ 

9.982.951 I 9.982.951 

1,445 I 23,922 
197,290,417 I 190,893,642 

25.364 

( 4,949,005) 

-. 
37 Duke Energy lndustr Sales LLC 

38 Duke Energy International, LLC 
39 Duke Energy Int'l Group, Ltd 

- 
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Name of Respondent This Re ort Is: Resubmission Date 

Duke Energy Business Services, LLC 
(Mo. Da. Yr) 

/ I  
( 1 )  d A n  Original 
(2) [1 A Resubmission 

YearIPeriod of Repor 

Dec31, 2009 

- 

Line 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

40 

_I 

- 
- 
- 
- 
- 
- - 
I 

- 
- 
- 
- 
- 
- 
.- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
.- 
- 
- 
- 
_. 

_I_ 

Name of Associate Company 

(a) 

Acwunt 457 1 Account 457 2 

56,382,166 33,719,221 

Compensation For Use 
of Capital 

I 90,101,387 
18.247 

Duke Energy Kentucky, lnc 
Duke Energy Murray Op, LLC 18,247 

8,036,220 I ,  167,724 
342.643.079 216.171.416 

I 

I 9.203.944 - Duke Energy North America, LLC 
Duke Energy Ohio, Inc 
Duke Enerav Retail Sales LLC 

558.814.495 

245.770 

3,040,641 I 1,548,761 
66,lOOl 47.358 Duke Enerqy Royal, LLC 

2,2451 3,438,031 
288 I 245.482 

___. 
Duke Generation Sennces Holding Co Inc 
Duke Investments, LLC 
Duke Project Services, Inc 
Duke Technoloaies Inc 

I 

59.563 I 59,563 

6.467.532 

2,603,9401 446,777 
46,235 I 17,452 Duke Ventures, LLC 

DukeNet Communication Svcs,LLC 
- 
Dukenet Communications. Inc 
Pan Service Company 
PanEnerav Corn 

100.128 
84.127 

169.775 

833,139 

I 

84.1271 
Texas Eastern Arabian Ltd 169,775 

184 
825,474 7,665 

Vestar 3036243 Nova Scotia Co 
DETMI Management, Inc. 

I 

1.022.884.225 I 922,877,446 Total 
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Name of Respondent 

Duke Energy Business Sewices, LLC 
This Re ort Is: 
(1) $An Original 
(2) n A Resubmission 

I- - 

1. For services rendered to nonassociate companies (Account 458), list all of the nonassociate companies. In a footnote. describe 
the services rendered to each respective nonassociate company 

Resubmission Date Yeadperiod of Repor 
(Mo, Da, Yr) 

I I  Dec31, 2009 

Name of Non-associate Company 

(a) 
None 

Total 

FERC FORM NO. 60 (REVISED 12-07) 

Direct Costs Indirect Costs 
Charged Charged 

Account 458 3 
Compensation For 

Use of Capital 

Account 458 4 
Ixcess or Deficiency o 
Iewicing Non-associat 

Utility Companies 
(e) 

rota1 Amount Billed 

c- 

I 
Page 308 



Case No. 2011-124 
AG-DH-01-037 (iv) attaclrment 

Name of Respondent 
Duke Energy Business Services, LLC 

This Re ort Is: Resubmission Date YearlPeriod of Report 
(1) &An Original 
(2) n A  Resubmission i1 Dec31. 2009 

(Mo, Da, Yr) 

1. Provide a listing of the amount included in Account 930.2, "Miscellaneous General Expenses" classifying such expenses according 
to their nature. Amounts less than $50,000 may be grouped showing the number of items and the total for the group. 
2. Payments and expenses permitted by Section 32 1 (b)(2) of the Federal Election Campaign Act, as amended by Public Law 94-283 in 
1976 (2 U.S.C. 441(b)(2)) shall be separately classified. 

2 
3 
4 
5 

Line 
No 

Legal Expenses 
Industry Association Dues 

Moving Expense 
Investor Relations 

Title of Account 

(a) 

7 
8 

9 
10 

I 1 I OutsideServices 

6 -  

12 
13 
14 

17 
18 
19 
20 

121 I 
22 
23 
24 

28 
29 
30 
31 I 
32 I 

FERC FORM NO. 60 (REVISED 12-07) Page 307 

Amount 

1,070,658 I 

19,596,908 7 



Name of Respondent This Report is: Resubmission Date 
(1 X An Qriainal (Ma, Da, Yr) 

Year of Report 

11 Provide a graphical presentation of the  relationships and inter relationships within the service company that identifies lines of a u t h o r 1  

. , -  
l(2) _ _ A  ResGbmission 

responsibility in the organization. 1 
0RGANLZ;ATION CHART 

I l  2009 

I 
Chairman of the Board, President and 

Chief Executive Officer 
- Executive 

I 
Group 
Executive & 
Chief 
Financial 
Officer 

Group 
Executive & 
Chief 
Legal 
Officer & 
Corporate 
Secretary 

-Accounting 
-Finance 
-Information 
Systems 
-Investor 
Relations 
-Treasury 
-Risk 
Managemcnt 
and Insurance 
-Tax 
-Corporate 
Strategy & 
Planning 
-Technology, 
Strategy & 
Policy 
-Financial 
Planning, 
Budget & 
Forecast 
-Mergers & 
Acquisitions 

-Audit 
Services, 
Ethics & 
Compliance 
-Legal 
-Enterprise 
Operations 
Serviccs 
-Information 
Technology 

Executive 

Comnercial 

-Nuclear Fleet 
-Regulated Fleet 
-Nuclear 
Operations 
-Supply Chain 
-Generation 
support 
-Nuclear 
Development 

-Power Delivery 
-Customer Products 
& Services 
-Construction & 
Major Projects 
-Environmen tal 
Health & Safety 
-Strategy, Wholesale, 
Commodities & 
Analytics 
-Governmental & 
Regulated Affairs 

-Commercial 
Strategy and 
Policy 
-Planning 
-Business 
Development 
-Commercial 
Business 
Operations 

SVP & Chief SVP & 
Sustainability Chief 
Officer Human 

Resources 

- Sustainability 
-Corporate 
Communications 

-Human 
Rcsourccs 

I FERC FORM 60 (NEW 12-05) 401 .I 



Name of Respondent This Report is: 
(1 ) 3 An Original 

Duke Energy Business Services, LLC (2) - A Resubmission 

- .I_-- 
401.2 I FERC FORM 60 (NEW 12-05) 

I 

Resubmission Date Year of Report 
(Ma, Da, Yr) 

t i  2009 



Name of Respondent 

Duke Energy Business Services, LLC 

METHODS OF ALLOCATION 

This Report is: Resubmission Date Year of Report 
(1 ) & An Original (Mo, Da, Yr) 
(2) _ _ A  Resubmission l I  2009 

The allocation of expenses not directly attributable to a particular Client Company are based on the following factors: 

1. Sales Ratio 

A ratio, based on the applicable domestic firm kilowatt-hour electric sales (andor the equivalent cubic feet of gas sales, where 
applicable), excluding intra-system sales, for a preceding twelve consecutive calendar month period, the numerator of which is 

non-utility and non-domestic utility affiliates, where applicable). This ratio will be determined annually, or at such time as may 
be required due to a significant change. 

,ilh-m-rOTnirmt(ll-Ofw l l i c r n * r n ~ ~  - m v  .- 

2. Electric Peak Load Ratio 

A ratio, based on the sum of the applicable monthly domestic firni electric maximum system demands for a preceding twelve 
consecutive calendar month period, the numerator of which is for a Client Company and the denominator of which is for all 
utility Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility affiliates, where applicable). This 
ratio will be determined annually, or at such time as niay be required due to a significant change. 

3. Number of Customers Ratio 

A ratio, based on the sun1 of the applicable domestic firm electric customers (andor gas customers, where applicable) at the end 
of a recent month in the preceding twelve consecutive calendar month period, the numerator of which is for a Client Company 
and the denominator of which is for all domestic utility Client Companies (and Duke Energy Corporation's non-utility and 
non-domestic utility affiliates, where applicable) This ratio will be determined annually, or at such time as niay be required due 
to a significant change. 

4. Number of Employees Ratio 

A ratio, based on the applicable number of enlployees at the end of a recent month in the preceding twelve consecutive month 
period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility affiliates, where applicable) and/or the 
Service Company. This ratio will be determined annually, or at such time as may be required due to a significant change. 

5. Construction Expenditures Ratio 

A ratio, based on the applicable prqjected construction expenditures, net of reimbursements, for the following twelve 
consecutive calendar month period, the numerator of which is for a Client Company and the denominator of which is for all 
Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility affiliates, where applicable). Separate 
ratios will be computed for total construction expenditures and appropriate functional plant (Le", production, transmission, 
distribution, and general) classifications. This ratio will be deternlined annually, or at such time as may be required due to a 
significant change. 

6. Circuit Miles of Electric Distribution Lines Ratio 

A ratio, based on the applicable installed circuit miles of domestic electric distribution lines at the end of the preceding calendar 
year, the numerator of which is for a Client Company and the denominator of which is for all domestic utility Client Companies. 
This ratio will be determined annually, or at such time as may be required due to a significant change. 

I FERC FORM 6-W 12-05) - 402.1 I 



Name of Respondent This Report is: Resubmission Date 
(1 1 X An Original (Mo, Da, Yr) 
I . -  

IC* 
Duke Energy Business Services, LLC l(2) _. A ResGbmission 

Schedule XXI - Methods of Allocation 

Year of Report 

METHODS OF ALLOCATION - continued 

7. Circuit Miles of Electric Transmission Lines Ratio 

A ratio, based on the applicable installed circuit miles of domestic electric transmission lines at the end of the preceding calendar 
year, the numerator of which is for a Client Conipany and the denominator of which is for all domestic utility Client Companies. 
This ratio will be determined annually, or at such time as may be required due to a significant change. 

8. Number of Central Processing Unit Seconds Ratio 

A ratio, based on the sun1 of the applicable number of central processing unit seconds expended to execute mainframe computer 

or Service Company Function, and the denominator of which is for all Client Companies, (and Duke Energy Corporation's 
non-utility and non-domestic utility affiliates, where applicable) and/or the Service Company. This ratio will be determined 
annually, or at such time as niay be required due to a significant change. 

sofwmxr"~p1- Wr a pfece- l7tmnlmwm-k- 1 7  

9. Revenues Ratio 

A ratio, based on the total applicable revenues for a preceding twelve consecutive calendar month period, the numerator of which 
is for a Client Company and the denominator of which is for all Client Companies (and Duke Energy Corporation's non-utility 
and non-doniestic utility affiliates, where applicable). This ratio will be detemiined annually or at such time as may be required 
due to a significant change. 

10. Inventory Ratio 

A ratio, based on the total applicable inventory balance for the preceding year, the numerator of which is for a Client Company 
and the denominator of which is for all Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility 
affiliates, where applicable). Separate ratios will be computed for total inventory and the appropriate functional plant ( is" ,  
production, transnlission, distribution, and general) classifications. This ratio will be determined annually or at such time as may 
be required due to a significant change. 

11. Procurement Spending Ratio 

A ratio, based on the total amount of applicable procurement spending for the preceding year, the numerator of which is for a 
Client Company or Service Company Function and the denominator of which is for all Client Companies (and Duke Energy 
Corporation's non-utility and non-domestic utility affiliates, where applicable) and/or the Service Company. Separate ratios will 
be computed for total procurement spending and appropriate functional plant (ix., production, transmission, distribution, and 
general) classifications. This ratio will be determined annually or at such time as may be required due to a significant change. 

12. Square Footage Ratio 

A ratio, based on the total amount of applicable square footage occupied in a recent month in the preceding twelve consecutive 
month period, the nunierator of which is for a Client Company or Service Company Function and the denominator of which is for 
all Client Companies (and Duke Energy Corporation's non-utility and non-domestic utility affiliates, where applicable) and/or 
the Service Company. This ratio will be detemined annually or at such time as niay be required due to a significant change. 

13. Gross Margin Ratio 

A ratio, based on the total applicable gross margin for a preceding twelve consecutive calendar month period, the numerator of 
which is for a Client Company and the denominator of which is for all Client Companies (and Duke Energy Corporation's 
non-utility and non-domestic utility affiliates, where applicable). This ratio will be detemiined annually or at such time as may 
be required due to a significant change. 

-2 1 FERC FORM -- 60 (NEW 12-05) -- 1- - 
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Name of Respondent 

Duke Energy Business Services, LLC 

METHODS OF ALLOCATION - continued 

This Report is: Resubmission Date Year of Report 
(1) &An Original (Mo, Da, Yr) 
(2) _ _ A  Resubmission I I  2009 

14. Labor Dollars Ratio 

A ratio, based on the total applicable labor dollars for a preceding twelve consecutive calendar month period, the numerator of 
which is for a Client Company or Service Company Function and the denoninator of which is for all Client Companies (and 
Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) andor the Service Company. This 
ratio will be determined annually or at such time as may be required due to a significant change. 

15. Number of Personal Computer Work Stations Ratio 

~ ~ ~ e d - o ~ h e ~ ~ ~ ~ ~ ~ ~ e r ~ e ~ - e m ~ ~ ~ r ~ e r ~ ~ ~ ~ ~ ~ e f f ~ ~ ~ e ~ ~ ~ ~ - ~ ~ h ~ ~ ~ d ~ f f ~ ~  
twelve consecutive nionth period, the nunierator of which is for a Client Company or Service Company Function and the 
denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, 
where applicable) andor  the Service Company. This ratio will be deterniined annually or at such time as may be required due to 
a significant change. 

16. Number of Information Systems Servers Ratio 

A ratio, based on the total number of applicable servers at the end of a recent month in the preceding twelve consecutive month 
period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) andor the 
Service Company. This ratio will be determined annually or at such time as may be required due to a significant change. 

17. Total Property, Plant and Equipment Ratio 

A ratio, based on the total applicable Property, Plant and Equipment balance (net of accumulated depreciation and amortization) 
for the preceding year, the numerator of which is for a Client Company and the denominator of which is for all Client Companies 
(and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be deterniined 
annually or at such time as may be required due to a significant change. 

18. Generating Unit MW Capability Ratio 

A ratio, based on the total applicable installed megawatt capability for the preceding year, the numerator of which is for a Client 
Company and the denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and 
non-domestic utility affiliates, where applicable). This ratio will be deterniined annually or at such tinie as may be required due 
to a significant change. 

In addition to the individual methods listed above, combinations of above methods will be used. The most widely ones are 19 
(weighted average of the number of customers ratio and the number of employees ratio) and 20 (tluee factor ratio). Other combined 
methods used but not limited to are weighted average circuit niles of electric transmission lines ratio and electric peak load ratio as 
well as weighted average of circuit miles of electric distribution lines ratio and the electric peak ratio. 
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( I )  3 An Original 
Name of Respondent 

Duke Energy Business Services, LLC 

19. Weighted Average of the Number of Customers Ratio and the Number of Employees Ratio 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

l I  2009 

The Service Company Function that utilizes this allocation is Public Affairs. 

A ratio, based on the weighted average of the Number of Customers Ratio (50%) and the Number of Employees Ratio (50%). 

~ h e N u r r r b e ~ f ~ r n ~ e ~ ~ . I s f i ~ ~ b e r ~ ~ n i ~ ~ ~ ~ ~ ~ ~ ~ e ~ ~ ~ e ~ ~ ~ ~ e ~ - ~ e ~ ~ ~ ~  
consecutive month period, the numerator of which is for a Client Company or Service Company Function and the denominator of 
which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where 
applicable) and/or the Service Company. This ratio will be determined annually, or at such time as may be required due to a 
significant change. 

For the Number of Customers: based on the sum of the applicable domestic firm electric customers (and/or gas customers, 
where applicable) at the end of a recent month in the preceding twelve consecutive calendar month period, the numerator of which 
is for a Client Company and the denominator of which is for all domestic utility Client Companies (and Duke Energy 
Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be determined annually, or at such 
time as may be required due to a significant change. 

20. Weighted average of the Gross Margin Ratio, Labor Doilars Ratio, and Total Property, Plant and Equipment Ratio 
(Three Factor Formula) 

The Service Company Functions that utilizes the Three Factor Formula Ratio are: 
Information Systems 
Transportation 
Accounting 
Public Affairs 
Legal 
Finance 
Internal Auditing 
Environmental Health and Safety 
Investor Relations 
Planning 
Facilities Rate of Return Allocation 

A Ration based on the weighted average of Gross Margin Ratio (33%), Labor Dollars Ratio (33%), and Property Plant and 
Equipment Ratio (34%). 

For the Gross Margin Ratio: based on the total applicable gross margin for a preceding twelve consecutive calendar month 
period, the numerator of which is for a Client Company and the denominator of which is for all Client Companies (and Duke 
Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be determined annually or 
at such time as may be required due to a significant change. 

For the Labor Dollars Ratio: based on the total applicable labor dollars for a preceding twelve consecutive calendar month 
period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) andor the 
Service Company. This ratio will be determined annually or at such time as may be required due to a significant change. 
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Name of Respondent 

Duke Energy Business Services, LLC 

For the Property, Plant and Equipment Ratio: based on the total applicable Property, Plant and Equipment balance (net of 
accumulated depreciation and amortization) for the preceding year, the numerator of which is for a Client Company and the 
denonlinator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, 
where applicable). This ratio will be determined annually or at such time as may be required due to a significant change 

This Report is: 
(1 ) X An Original 
(2) _ _ A  Resubmission 

(Mo, Da, Yr) 
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I THIS FILING IS I 

ixact Legal Name of Respondent (Company) 

Duke Energy Business Services, LLC 

Item 1: An Initial (Original) 
Submission 

Year of Report 

Dec31, 2010 

OR [71 Resubmission No. ~ 

Form 60 Appraved 

Expires 03/31/2013 
OMB NO. 1902-0215 

5 

H 

This report is mandatory under the Public Utility Holding Company Act of 2005, Section 1270, 
Section 309 of the Federal Power Act and 18 C F R Ej 366 23 Failure to report may result in 
criminal fines, civil penalties, and other sanctions as provided by law The Federal Energy 
Regulatory Commission does not consider this report to be of a confidential nature 



GENERAL INSTRUCTIONS FOR FILING FERC FORM NO. 60 

1. Purpose 

Form No. 60 is an annual regulatory support requirement under 18 CFR 369.lfor centralized service companies. The 
report is designed to collect financial information from centralized service companies subject to the jurisdiction of the 
Federal Energy Regulatory Conmiission. The report is considered to be a non-confidential public use form. 

11. Who Must Submit 

IJnless the holding company system is exempted or granted a waiver by Conmiission rule or order pursuant to $(i 18 CFR 
366.3 and 366.4 of this chapter, every centralized service company (see (i 367.2) in a holding company system must 
prepare and file electronically with the Commission the FERC Form No. 60 then in effect pursuant to the General 
Instructions set out in this forni. 

111. How to Submit 

Submit FERC Form No. 60 electronically through the Fomi No. 60 Submission Software. Retain one 
copy of each report for your files For any resubniissions, subniit the filing using the Form No. 60 
Submission Software including a justification Respondents must submit the Corporate Officer 
Certification electronically. 

LV. When to Submit 

Submit FERC Form No. 60 according to the filing date contained (i 18 CFR 369.1 of the Conmiission's 
regulations. 

V. Preparation 

Prepare this report in confomiity with the Unifomi System of Accounts (1 8 CFR 367) (USof A). Interpret 
all accounting words and phrases in accordance with the USof A. 

VI. Time Period 

This report covers the entire calendar year. 

VII. Whole Dollar Usage 

Enter in whole numbers (dollars) only, except where otherwise noted. The amounts shown on all supporting pages must 
agree with the amounts entered on the statements that they support. When applying thresholds to detemiine significance 
for reporting purposes, use for balance sheet accounts the balances at the end of the current reporting period, and use for 
statement of income accounts the current year's amounts. 

VIII. Accurateness 

Complete each question hl ly  and accurately, even if it has been answered in a previous report. Enter the word "None" 
where it truly and completely states the fact. 

IX. Applicability 

For any page(s) that is not applicable to the respondent, enter "NONE," or "Not Applicable" in column (c) on the List of 
Schedules, page 2. 

i 



X. Date Format 

Enter the month, day, and year for all dates. Use customary abbreviations. The "Resubmission Date" included in the 
header of each page is to be conipleted only for resubmissions (see 111. above). 

XI. Number Format 

Genaally, except for certain schedules, all numbers, whether they are expected to be debits or credits, niust be reported as 
positive. Nunibers having a sign that is different from the expected sign must be reported by use of a minus sign. 

XII. Required Entries 

Do not make references to reports of previous years or to other reports instead of required entries, except as specifically 
authorized. 

XIII. Prior Year References 

Wherever (schedule) pages refer to figures from a previous year, the figures reported must be based upon those shown by 
the report of the previous year, or an appropriate explanation given as to why the different figures were used. 

XIV. Where to Send Comments on Public Reporting Burden 

The public reporting burden for the Form No. 60 collection of inforniation is estimated to average 75 hours per response, 
including 

the time for reviewing instructions, searching existing data sources, 
gathering and maintaining the data-needed, and 
completing and reviewing the collection of infomiation. 

Send conmients regarding these burden estimates or. any aspect of this collection of information, including suggestions for 
reducing burden, to: 

Federal Energy Regulatory Commission, 
888 First Street NE 
Washington, DC 20426 
(Attention: Mr. Michael Miller, ED-33); 

And to: 

Office of Information and Regulatory Affairs, 
Office of Management and Budget, Washington, DC 20503 (Attention: Desk Officer for the Federal 
Energy Regulatory Commission). 

No person shall be sub.ject to any penalty if any collection of infomiation does not display a valid control number (44 
U.S.C. 3512(a)). 

DEFINITIONS 
I. Respondent -- The person, corporation, or other legal entity in whose behalf the report is niade. 



FERC FORM NO. 60 
ANNUAL REPORT FOR SERVICE COMPANIES 

01 Exact Legal Name of Respondent 

Duke Energy Business Services, LLC 

02 Year of Report 

Dec31, 2010 

J Previous Name (If name changed during the year) 

05 Address of Principal Office at End of Year 

550 South Tryon St , Charlotte, NC 28202 

(Street, City, State, Zip Code) 

- 
07 Title of Contact Person 

Director Service Company Accounting & Reporting 

09 Telephone Number of Contact Person 

(m! 37.1-77n3 

17 Name of Signing Officer 

Steven K. Young 

18 Title of Signing Officer 

Senior Vice President and Controller 

11 This Report is: 

( I )  An Original 
(2) A Resubmission 

19 Signature of Signing Officer 20 Date Signed 
(Month, Day, Year) 

Steven K. Young 04/30/2011 

04 Date of Name Change 

I I /  

06 Name of Contact Person 

Michael S Hendershott 

08 Address of Contact Person 

550 South Tryon S t ,  Charlotte, NC 28202 

10 E-mail Address of Contact Person 

-Michael-Henbmskott@buke-tnergy corn 

12 Resubmission Date 
(Month, Day, Year) 

/ /  

13 Date of Incorporation 

11/18/1998 L I 

14 If Not Incorporated, Date of Organization I / /  

I 15 State or Sovereign Power Under Which Incorporated ar Organized 

I DELAWARE 

1 16 Name of Principal Holding Company Under Which Reporting Company is Organized: 

Duke Energy Corporation 

1 CORPORATE OFFICER CERTIFICATION 

The undersigned officer certifies that: 

I have examined this report and to the best of my knowledge, information, and belief all statements of fact contained in 
this report are correct statements of the business affairs of the respondent and the financial statements, and other 
financial information contained in this report, conform in all material respects to the Uniform System of Accounts. 
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’ Name of Respondent 

D u k e  Energy  Business Services, L L C  

Th is  R e  art Is: Resubmission Date YearIPer iod of Repo 
(1) $An Original 
(2) [ 7 A  Resubmission / I  Dec31, 2010 

(Mo. Da, Yr) 

List of S c h e d u l e s  and Accounts 

1 I Enter in Column (c) the terms ”None” or “Not Applicable” as appropriate, where no information or amounts have been reported for 
certain pages. 

Description 

(a) 

Page Reference 

(b) 
Remarks 

( 4  

101-102 

103 
Schedule I . Comparative Balance Sheet 

Schedule II - Service Companv Prooertv 

104 
105 
-- Schedule 111 - Accumulated Provision for Depreciation and Amortization of Service Company Properly 

Schedule IV - Investments 

Schedule V - Accounts Receivable from Associate ComDanies 106 

107 
108 
1 09 

Vone 

Vone 

Vone 

Schedule VI - Fuel Stock Expenses Undistributed 

Schedule VI1 - Stores‘Expense Undistributed 

Schedule Vlll - Miscellaneous Current and Accrued Assets 

1 i a  
111 

Schedule IX - Miscellaneous Deferred Debits 

Schedule X - Research, DevelaDmenl, or Demonstration Exoenditures 

20 1 

202 
203 

Schedule XI - Proprietary Capital 

Schedule XI1 - Lonq-Term Debt Vane 
Schedule Xlll -Current and Accrued Liabilities 

204 
30 1-302 
303-306 

307 
308 

Schedule XIV - Notes lo Financial Statements 

Schedule XV - Comparative Income Statement 
-- 
Schedule XVI - Analysis of Charges for Service -Associate and Nonassociate Companies 

Schedule XVll - Analysis of Billing - Associate Companies (Account 457) 

Schedule XVlll - Analvsis of Billina - Non-Associate Companies [Account 458) Vone 

Schedule XIX . Miscellaneous General Expenses - Account930 2 

Schedule XX ~ Qrsanizalion Chart 

307 
40 1 

Schedule XXI - Methods of Allocation 402 
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Name of Respondent  

Duke Energy  Business Services, L L C  

This Re ort Is. 
(1) $ A n  Original 
(2) U A  Resubrnission 

1" Give balance sheet of the Company as of December 31 of the current and prior year 

Resubmission Da le  Year lPer iod of Report  

/ I  Dec 31, 2010 
(Mo, Da ,  Yr)  

Description 

40 I 184 IClearing Accounts 

101.1 IProperty Under Capilal Leases I 103 I 56,512,922 I k--l 106 lCompleted Construclion No1 Classified 

I ( 425,328) I ( 312,435) 

I 5 I 107 konstruclion Work In Proaress I 103 I 235,276,120 I 204.012.888 I 

42 
43 
44 

983,747,309 I 772,768,575 

417,494,854 I 343,070,543 

Total Propetly (Total Of Lines 2-5) 

Accumulated Provision lor Depreciation of Service Company Properly 

18,386,705 186 Miscellaneous Deferred Debils 241,964,041 

188 Research, Developmenl, or Demonstration Expenditures 110 

189 Unamortized loss on reacauired debt 111 

1 12 I 124 lOlherlnveslments 3,497,657 I 3,598,793 

' '5 
I 47 

I 1 8  I 135 IWorkino Funds I I 1,783 I 2,857 I 

190 Accumulated Deferred Income Taxes 244,701,810 9,767,621 

Total Deferred Debils (Total of Lines 37-45) 727,934,145 80,232,349 

2.458.206.305 1.685.098.147 TOTAL ASSETS AND OTHER DEBITS [TOTAL OF LINES 9.14.35 and 46) 

19 I 
T I 141 INotes Receivable 

136 ITemporaty Cash Investments 

I 142 ICustomer Accounts Receivable I I 8.563 I 4.868.224 1 

146 1 Accounts Receivable From Associate Companies I 106 I 318,803,392) 1 152 IFuel Slock Expenses Undistribuled I 107 I 
I 26 I 154 IMaterials And SuDolies I I 3,421,917 I 2.542.526 I 
27 I 163 ISIores Expense Undistributed I 108 I 
28 1 165 (Prepavmenls I I 16,708,073 I 10,764,548 

174 I Miscellaneous Current and Accrued Assets 

IDerivaIive Instrument Assets 

I 34 I 176 IDerivaIive lnslrumenl Assels - Hedoes I I I I 

I 39 I 183 lPreliminarv Survev And lnvesliaalion Charaes I I I 15.000 I 
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N a m e  of Respondent  Th is  Re ort Is. Resubmission Dale 

Duke  Energy  Business Services,  L L C  
(2) C I A  Resubmiss ion  1 1  
(1) d A n  Original (Mo, Da ,  Yr )  

Year lPer iod of Repor  

D e c  31, 2010 

Descriplion 

(b) 

Reference 
Page No 

( 4  

As of Dec 31 As of Dec 31 
Current Prior 

(d) (4 

Account 
Number 

(a) 

-- 

-4 

- 

Line 
No 

48 
49 
50 
51 

52 
53 
54 
55 

56 
57 

58 
59 

60 
61 

62 
63 
64 
65 
66 
‘ 7  

I_ 

-I 

- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
I_ 

- 
- 
- 
- 
- 

- 

[Proprietary Capital 

201 /Common Stock Issued 201 

201 

201 

4 4 

( 185,396,426) ( 182,959,035) 

215 1Aoorooriated Retained Earninos 201 I I 
216 [Unappropriated Relained Earnings 

219 IAccumulaled Other Comprehensive Income 

501 755,905 

I Total Proprietary Capital (Total of Lines 49-54) - 
ILong-Term Debt 

223 IAdvances From Associale Comoanies 

224 [Other Long-Term Debt 

225 IUnamortized Premium on Lono-Term Debt 

226 ILess: Unamortized Discount on Lono-Term Debl-Debit 

I 
IOlher Non-current Liabililies 

Total Long-Term Deb1 (Total of Lines 57-60) 

227 [Obligalions Under Capital Leases-Non-current 

228.2 1 Accumulaled Provision for Injuries and Damages 

63,195,434 

249,665,306 228.3 1 Accumulated Provision For Pensions and Benefits 

230 (Asset Retirement Obligations 

I Total Other Non-current Liabilities (Total of Lines 63-66) 

Current and Accrued Liabilities 

232 IAccounIs Pavable 

233 INotes Payable lo Associate Companies 

234 ]Accounts Payable lo Associale Companies 

203 [ 933,132,000 I 804,115,467 

203 I 610,627 I 
236 ITaxes Accrued I I 5.006.855) I 13.040.130) 

237 llnterest Accrued 

241 ]Tax Colleclions Pavable 

35 1,029 

1,335,696 I 6,313,749 

242 (.Miscellaneous Current and Accrued Liabililies 

243 lObligalions Under Capilal Leases - Currenl 

203 I 339,476,684 I 254,612,525 

I 4,989,490 I 
244 IDerivative Instrument Liabililies 

Instrument Liabilities - Hedges 

Total Currenl and Accrued Liabililies (Total of Lines 69-79) 

Deferred Credits + 253 Other Deferred Credils 

254 (Other Reaulatorv Liabilities 

255 ]Accumulated Deferred Investment Tax Credits 

257 IUnamortized Gain on Reacquired Debt 

282 IAccumulated deferred income taxes-Olher Droneltv I 112.476.351 I 57.468.434 

283 [Accumulated deferred income taxes-Olher 

I Total Deferred Credits (Total of Lines 82-87) 

850,010 207,537,742 

361,656,851 I 62,149,754 
__ 

TOTAL LIABILITIES AND PROPRIETARY CAPITAL (TOTAL OF LINES 55,61,67,80, AND 88) 

L 
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N a m e  of Respondent Th is  R e  ort Is. Resubmission Date  

Duke  Energy Business Services, LLC (2) n A  Resubmission 1 1  
( 1 )  $An Original (Mo, Da ,  Yr)  

1. Provide an explanation of Other Changes recorded in Column (f) considered material in a footnote 
2. Describe each construction work in progress on lines 18 through 30 in Column (b). 

YearIPer iod of Repor  

D e c  31, 2010 

Title of Account 

(b) 

Retirements or Sales 

(e) 

Other Changes 

(f) 

Balance al End of Year 

(9) 

358,839,481 

3alance at Beginning Additions 
of Year 

AlXt 
# 

(a) 

301 Organization 

303 Miscellaneous Intangible Plan1 

306 Leasehold lmprovemenls 

389 Land and Land Rights 

320,385,055 38,454,421 

390 ISIruclures and lmprovemenls 48,223,4021 83,197,31 131,420,712 

392 /Transportation Equipmenl 38,980,8671 38,980,867 

393 /Stores equipment 

394 /Tools, Shop and Garage Equipment 

395 Laboratory Equipment 

396 Power Operated Equipment 

397 Communications Equipment 

398 Miscellaneous Equipment 

- 

399 lother Tangible Property 

399.1 1 Asset Retirement Cosls 

Total Service Company Property (Total 

of Lines 1-1 5) 568,755,687 179,715,50: 748,471,189 

107 IConstruction Work in Progress: 

IMiscellaneous Intangible Plant 140,548,867 119,871,0841 20,677,78: 

IStructures and Improvements 70,834,7191 ( 21,707,815 49,126,904 

IOffice Furnilure and Equipment 13,307,0851 2,731,341 16,038,432 

lTransporlalion Equipment 29,561,911 

~ 

29,561,91 E 

/Total Account 107 (Total of Lines 14-30) 204,012,888 31,263,23: 235,276,120 

983,747,309 Total (Lines 16 and Line 31) 
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N a m e  of Respondent This R e  orl Is: Resubmission Date  

Duke  Energy  Business Services,  L L C  
(2) 0 A Resubmission I 1  
(1  ) $An Original (Mo, Da, Yr)  

1. Provide an explanation af Other Charges in Column (f) considered material in a footnote. 

Year lPer iad of Repc 

D e c 3 1 ,  2010 

Description 

(b) 

3alance at Beginnir 
of Year 

( 4  

Additions Charged 
To Account 
403-403.1 
404-405 

(d) 

Retirements 

(4 

Other Changes 
Additions 

(Deductions) 

(f) 

Balance at 
Close of Year 

Line 
No. 

01 Irganization 

03 

06 

89 

90 

~ 

- 

- 

216,801,5 

20,629,:! 

36,897,131 

4,276,91! 

253,698,65 

24,906,28 

discellaneous Intangible Plant 

easehold Improvements 

.and and Land Rights 

Xructures and Improvements 
- 
91 99,332,C 30,206,80! Iffice Furniture and Equipment 

6,307,s 3,043,45 9,351,03 'ransportation Equipment 

itores equipment 
.- 

93 

94 '0015, Shop and Garage Equipment 

95 aboratory Equipment 

96 

97 

98 

99 

- 
- 
- 

lower Operated Equipment 

:ommunications Equipment 

liscellaneous Equipment 

Ither Tanqible Propertv 

99.1 6set Retirement Costs 

'otal 343,070,5 74,424,31 417,494,85 
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Name of Respondent 

Duke Energy Business Services, LLC 

1 For other investments (Account 124) and other special funds (Accountl28), in a footnote state each investment separately, with 

2. Far temporary cash investments (Account 136), list each investment separately in a footnote. 
3. Investments less than $50,000 may be grouped, showing the number of items in each group. 

description including the name of issuing company, number of shares held or principal investment amount. 

This Re ort Is: Resubmission Date Year/Period of Rep0 
(1) &An Original 
(2) C-_IA Resubmission 

(Mo, Da, Yr) 
I l  Dec31, 2010 

Account 
Number 

(a) 

Title of Account 

(b) 

123 llnveslment In Associate Comnanies 

i24 Other lnveslmenls 

128 Other Special Funds 

136 Temporaw Cash lnveslments 

Balance at Beginning 
of Year 

(4 

831,968,136 

3,598.793 

835,566,929 

Balance at Close of 
Year 

776,751,34 

3,497,65 

30,498,35 
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This Report is: 
(I) 3 An Original 
(2) _ _ A  Resubmission 

/Schedule Page: 105 Line No.: 2 Column: c 
Cash Surrender Value of Executive Life Insurance Policies 
bchedule Page: 105 Line No.: 2 Column: d 
Cash Surrender Value of Life Insurance Policies 
[Schedule Page: 105 Line No.: 3 Column: d 
Overfunded status of Pension Benefit balance 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

l I  2010 

= ___ 
-----I- 
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Name of Respondent This Re art Is. Resubmission Date YearlPeriod of Repoi 

Duke Energy Business Services, LLC 
(Mo, Da, Yr) 

Dec 31, 2010 
( 1 )  d A n  Original 
(2) I 1 A  Resubmission I 1  

I * ’  u I I - 
Schedule V - Accounts Receivable from Associate Companies - 

1. List the accounts receivable from each associate company 
2 If the service company has provided accommodation or convenience payments for associate companies, provide in a separate 

Botnote a listing of total payments for each associate company 

-. __ 
3alance al Beginning of Year Balance al Close of Year I Account 

Number 

Title of Accounl 

(b) 
Line 
No. 

- 
1 46 Accounts Receivable From Associate Companies 

Associate Company: 2 
3 
4 
_. 

Bison Insurance Company 

Duke Energy Carolinas, LLC 
Duke EnerQv Ohio, Inc 

190,098.97C 100.455.444 I 
63,143,067 I 64,903,032 
57,2 16,258 I 52,887,351 

5 
6 
- 

Duke Energy Indiana, Inc 

I Duke Energy Kentucky, Inc 10,913,986 9,652,807 
85,440,380 

7 
8 
9 
- ~ 

Cinergy Corp 

Miami Power 
-~ 

ia 
11 
12 
- 

13 
14 
15 

- 
- 

16 
17 
- 

, 
320,055,025 I 318,803,39: Total 
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Name of Respondent This Re ort Is: Resubmission Date YearlPeriod of Repoi 

Duke Energy Business Services, L L C  (2) 0 A Resubmission 1 1  Dec31, 2010 
(1) d A n  Original (Mo, Da, Yr) 

I Schedule VI - Fuel Stock ExDenses Undistributed 

1 List the amount of labor in Column (c) and expenses in Column (d) incurred with respect to fuel stock expenses during the year and 
indicate amount attributable to each associate Company. 

In a separate footnote, describe in a narrative the fuel functions performed by the service company 

Account 
Number 

(a) 

Title of Accounl 

(b) 

Labor 

( 4  

Expenses 

( 4  

I 
52 1 Fuel Stock Expenses Undistributed 

I Associale Company: 

I 
_I- 
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Name of Respondent This Re ort Is. Resubmission Date Yeadperiod of Repc 

Duke Energy Business Services, LLC (2) n A Resubmission I I  Dec 31, 2010 
(1 ) An Original (Mo, Da, Yr) 

I Schedule VI1 - Stores Exaense Undistributed 

1 List the amount of labor in Column (c) and expenses in Column (d) incurred with respect to stores expense during the year and 
indicate amount attributable to each associate company 

Account 
ILine/ Number I Tille of Account 

I I 
1 1163 I Stores Expense Undistributed 
2 Associate Company: 

3 None 

4 
5 

I 

7 

8 1  

I 

Expenses 

(4 

13 
14 
15 
16 
17 

22 
23 
24 

28 
29 

30 

34 I 
35 I 
36 I 
37 I I 

39 I 
40 [Total I 
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Name of Respondent This Re art Is: Resubmission Date Yeadperiod of Repor 

Duke Energy Business Services, LLC 
(Mo, Da, Yr) 

I I  Dec 31, 2010 (1) d A n  Original 
(2) n A  Resubmission 

S c h e d u l e  Vlll - Miscel laneous Current and  Accrued A s s e t s  

Provide detail of items in this account. Items less than $50,000 may be grouped, showing the number of items in each group. 

Account Title of Account Balance at Beginning of Year Balance at Close of Year 

Line Number (4 (4 

3 None 

4 
5 
6 
7 
8 
9 
10 

11 
12 
13 
14 

15 
16 
17 
18 
19 

- 
_I____ 

70 

22 
23 
24 
25 
26 
27 

28 
29 
30 
31 
32 
33 
34 
35 

36 
37 
38 

39 

40 Total 

I 

_I 

_I 
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' N a m e  of Respondent  This R e  ort Is. Resubmiss ion Date  
(Mo, Da. Yr)  ( 1  ) A n  Original Duke  Energy Business Services, LLC (2)  O A  Resubmiss ion I 1  

1. Provide detail of items in this account. Items less than $5O,OOO may be grouped, showing the number of items in each group 

YearlPer iod of Repar  

D e c  31,  2010 

Account Tille of Account Balance al Beginning of Year 
Number (c) 

(a) 

Balance at Close of Year 

( 4  Line 
No 

-- 
1 
2  

3  

4  

5 
6  

7  

8 
9  

I 0  

11 
12 

1 3  

14 

15 
16 

17 

18 
19 

20  

?1 

- 
- 
- 
- 
- 
- 
__ 

- 
- 
- 
- 
- 
- 
- 
- 
._ 

_- 
- 
._ 

- 

86 - 
-_ 

- 1 Miscellaneous Deferred Debits 

Items List: 

, 

Post Retirement Benefits other than Pensions 

Worker's Compensation Loss Deposils 

Life InsurancelPolicy Loans 

FERC FORM NO. 60 (REVISED 12-07) P a g e  I 10  

16,670,672 14,372,723 

1 ,106 ,aoo  1 ,106 ,000  

720,098 770,989 

Olher Miscellaneous Deferred Debils (3) 

Accrued Pension Costs, Qualified 

Accrued Pension Costs, Nonsualified 

( 110,065) 126,086 

207,203,540 

18 ,384 ,703 

- 
L 3  

24  

2 5  

26  

27  

28  

29  

30  

31 

32  

3 3  

3 4  

35 
36 

37 
38 

39  

40 

- 
- 
- 
- 
- 
- 
_. 

._ 

I_ 

_. 

- 

- 
- 
- 
_. 

- 
~ 



Name of Respondent This Re art Is. Resubmission Date YearIPeriod of Repc 

Duke Energy Business Services, LLC (2) C ] A  Resubmission 1 1  Dec 31, 2010 
(1) &An Original (Ma, Da, Yr) 

I Schedule X - Research. DeveloDment. or Demonstration Exoenditures 

1. Describe each material research, development, or demonstration project that incurred costs by the service corporation during the 
year. Items less than $50,000 may be grouped, showing the number of items in each group 

Account 
Number 

(4 

Title of Account 

(b) 

Arnounl 

(4 

Research, Development, or Demonstration Expenditures 

None 

I 

Total 
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Name of Respondent This Re ort Is. Resubmission Date YearIPeriod of Repo 

Duke Energy Business Services, LLC 
(Mo, Da, Yr) (1) d A n  Original 

(2) A Resubmission I 1  Dec 31, 

I Schedule XI - Proprietarv Capital 

1 For miscellaneous paid-in capital (Account 21 1 )  and appropriate retained earnings (Account 215), classify amounts in each account 
with a brief explanation, disclosing the general nature of transactions which give rise to the reported amounts. 
?. For the unappropriated retained earnings (Account 216), in a footnote, give particulars concerning net income or (loss) during the 

ear, distinguishing between compensation for the use of capital owed or net loss remaining from servicing nonassociates per the 
General Instructions of the Uniform System of Accounts. For dividends paid during the year in cash or otherwise. provide rate 
percentages, amount of  dividend, date declared and date paid. - 

I 
Description 

(c) 

Amount 

(4 

Title of Account 

(b) 

Accounl 
Number 

01 Common Stock issued \lumber of Shares Authorized 100 
'ar or Stated Value Der Share 0 05 
3utstandina Number of Shares 70 
>lose of Period Amount 4 

Preferred Stock Issued dumber of Shares Authorized 
'ar or Stated Value Der Share 

I 3 n t s t a n d i n a M n r n ~  
>lose of Period Amount 

11 I Miscellaneous Paid-In Capital ( 185.396.426) 
15 I Appropriated Retained Earninss 
19 I Accumulated Other Comprehensive Income f 25.271.682) 
16 I Unnappropriated Retained Eaminos 3alance at Beainnina of Year 501.755.905 

Jet Income or (Loss) 8.634.047 
lividend Paid 
3alance at Close of Year 510,389,952 

L 
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Name af Respandent This Re art Is. Resubmission Date YearlPeriod of Repa 

Duke Energy Business Services, LLC ( 1  ) &An Original 
(2) n A  Resubmission 

(Mo, Da, Yr) 
1 1  Dec 31, 2010 

Schedule XI1 - Long Term Debt 

1 For the advances from associate companies (Account 223), describe in a footnote the advances on notes and advances on open 
accounts. Names of associate companies from which advances were received shall be shown under the class and series of obligation 
:q Column (c) 
. For the deductions in Column (h), please give an explanation in a footnote. 

I 3. For other long-term debt (Account 224), list the name of the creditor company or organization in Column (b) 
Accoun 
Numbe 

Line 
No 

(4 

1 223 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

21 

22 

23 

24 

25 

26 

27 

28 

--I- 

- 

3Iher Long-Term Debt 

is! Creditor: 

Vone 

rOTAL 

FERC FORM NO. 60 (REVISED 12-07) 
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Name of Respondent 

Duke Energy Business Services, LLC 

1 Provide the balance of notes and accounts payable to each associate company (Accounts 233 and 234) 
2. Give description and amount of miscellaneous current and accrued liabilities (Account 242). Items less than $50,000 may be 

irauped, showing the number of items in each group. 

This Re art Is. Resubmission Date YearlPeriod of Repoi 
(1) d A n  Original 
(2) A Resubmission 

(Mo, Da, Yr) 
/ I  Dec31, 2010 

4 
5 
6 
- 
- 
7 

49 
50 

I 

-8- 
9 

(Total) 1,058,727,992 1,273,219,311 

11 
12 
13 
14 
15 
16 

- 

19 I I I I 
90 I I I I 



Name of Respondent 

Duke Energy Business Services, LLC 

ISchedule Page: 203 Line No.: 1 Column: c 

Duke Energy Carolinas, LL.C $ 589,084,273 
Dtdce Energy Ohio 184,476,025 
Duke Energy Indiana 30,SS5,169 

2009 

This Repr t  is: Resiibrnission Date Year of Report 
(1 ) X An Original 
(2) _.A Resubrnission / I  2010 

(Mo, Da, Yr) 

$ 804,115,467 

ISchedule Page: 203 Line No.: I Column: d J w 
n l l k e - c ,  ,’ .c $ 

Duke Energy Ohio 
Duke Energy Indiana 

479,558,000 
114,987,000 

$ 933,132,000 

ISchedule Page: 203 Line No.: 24 Column: d 

Bison $ 486,571 
Cinergy Corp 116,173 
Dtlke Energy Corp 7,883 

2010 

$ 610,627 

/Schedule Page: 203 Line No.: 41 Column: c 
2009 

Reserve for incentives 
Reserve for employee retirement and vacation entitlement 
Deferred rent 
Accrued salaries and wages 
Reserve for severance 
Reserve for current portion ofrent 
Accrued payables other 
Reserve for dues 
Miscellaneous payroll deductions 
Other miscellaneous current and accrued liabilities (2) 

$ 114,480,708 
107,190,237 

18,83 1,505 
8,5 94,466 
3,401,178 
1,419,124 

409,179 
233,251 

48,206 
4,67 1 

$ 254,612,525 

/Schedule Page: 203 Line No.: 41 Column: d 1 
2010 

Reserve for incentives 
Reserve for eniployee retirement and vacation entitlement 
Deferred rent 

$ 1 16,440,s 10 
102,148,210 
36,417,856 

J - 
- Footnotes. 1 --- LFERC FORM NO. 60 (NEW 12-05) 



I___-___.-_. 

Services, LLC 

Accrued salaries and wages 
Reserve for severance 
Reserve for current portion of rent 
Reserve for dues 
Miscellaneous payroll deductions 
Contract retentions 
Pension related liability 
L,ong-term IT service agreements 
Other miscellaneous current and accrued liabilities (2) 

This Report is: Resubmission Date Year of Report 
(1 ) & An Original (Mo, Da, Yr) 
(2) -A  Resubmission I 1  2010 

9,026,174 
48,242,788 

1,622,089 
247,336 

45,958 
2,270,965 

16,508,016 
6,499,655 

6.827 

J Footnotes2 - I FERC FORM NO. 60 (NEW 12-05) 



Name of Respondent This Report is: Resubmission Date 
(1) 21 An Original (Mo, Da, Yr) 

Duke Energy Business Services, LLC (2) _ _ A  Resubmission I 1  

- 
1. Use the spaye below for important notes regarding the financial statements or any account thereof. 
2 Furnish particulars as to any significant contingent assets or liabilities existing at the end of the year. 
3. Furnish particulars as to any significant increase in services rendered or expenses incurred during the year. 
4. Furnish particulars as to any amounts recorded in Account 434, Extraordinary Income, or Account 435, Extraordinary Deductions 
5. Notes relating to financial statements shown elsewhere in this report may be indicated here by reference. 
6. Describe the annual statement supplied to each associate service company in support of the amount of interest on borrowed capital and 
compensation for use of capital billed during the calendar year. State the basis for billing of interest to each associate company. If a ratio, 
describe in detail how ratio is computed. If more than one ratio explain the calculation Report the amount of interest borrowed andlor 

compensation for use of capital billed to each associate company - I 
Duke Energy Business Services, LLC 

Notes To Consolidated Financial Statements 
For the Years Ended December 31,2010 and 2009 

1. Summary of Significant Accounting Policies 

tively with its subsidiaries, Duke Enerqv). is an enerqy N a t U W  . n u n d . 6 ~  (collec . .  
company primarily located in the Americas These Consolidated Financial Statements include, afler eliminating intercompany transactions and 
balances, the accounts of Duke Energy Business Services, LLC. Duke Energy Business Services, LLC provides administrative, management and 
support services to Duke Energy's subsidiaries 

llse of  Estimates. To conform to generally accepted accounting principles (GAAP) in the United States (U.S.), management makes estimates and 
assumptions that affect the amounts reported in the Consolidated Financial statements and Notes. Although these estimates are based on 
management's best available information at the time, actual results could differ 

Cash and Cash Equivalents. All highly liquid investments with maturities of three months or less at the date of acquisition are considered cash 
equivalents 

Property, Plant and Equipment. Property, plant and equipment are stated at the lower of historical cost less accumulated depreciation or fair 
value, if impaired DEBS capitalizes all consti-uction-related direct labor and material costs, as well as indirect construction costs. Indirect costs include 
general engineering, taxes and the cost of funds used during construction (see "Allowance for Funds Used During Construction (AFUDC)," discussed 
below). The cost of renewals and betterments that extend the useful life of property, plant and equipment are also capitalized. The cost of repairs, 
replacements and major maintenance projects, which do not extend the useful life or increase the expected output of the asset, is expensed as 
incurred. Depreciation is generally computed over the estimated useful life of the asset using the composite straight-line method The average 
depreciation rates were 15.01% and 19 37% for December 31, 2010 and 2009, respectively. 

amortization accounts are reduced See Note 4 for further information on the estimated useful lives of DEBS'S property, plant and equipment balance 
When DEBS retires or sells non-regulated properties, the cost is removed from the property account and the related accumulated depreciation and 

Severance and Special Termination Benefits. DEBS has an ongoing severance plan under which, in general, the longer a terminated employee 
worked prior to termination the greater the amount of severance benefits. DEBS records a liability for involuntary severance once an involuntary 
severance plan is committed to by management, or sooner, if involuntary severances are probable and the related severance benefits can be 
reasonably estimated" For involuntary severance benefits that are incremental to its ongoing severance plan benefits, DEBS measures the obligation 
and records the expense at its fair value at the communication date if there are no future service requirements, or, if future service is required to receive 
the termination benefit, ratably over the service period. From time to time, DEBS offers special termination benefits under voluntary severance 
programs, Special termination benefits are measured upon employee acceptance and recorded immediately absent a significant retention period If a 
significant retention period exists, the cost of the special termination benefits are recorded ratably over the remaining service periods of the affected 
employees. Employee acceptance of voluntary severance benefits is determined by management based an the facts and circumstances of the special 
termination benefits being offered See Note 3 for further information 

Regulation. DEBS is governed by the Utility Holding Company Act of 2005 (PUHCA 2005), under the Federal Energy Regulatory Commission's 
(FERC) jurisdiction 

Stock-Based Compensation. Stock-based compensation represents the cost related to stock-based awards granted to employees Duke Energy 
recognizes stock-based compensation based upon the estimated fair value of the awards, net of estimated forfeitures. The recognition period for these 
costs begin at either the applicable service inception date or grant date and continue throughout the requisite service period, or for certain share-based 
awards until the employee becomes retirement eligible, if earlier. Share-based awards, including stack options, but not performance shares, granted to 
employees that are already retirement eligible are deemed to have vested immediately upon issuance, and therefore, compensation cost for those 
awards is recognized on the date such awards are granted. See Note 6 for further information. 

Revenue Recognition. DEBS provides to the affiliated companies a variety of centralized administrative, management, and support services in 
accordance with agreements approved by FERC under the PUHCA 2005 The costs of these services are charged on a direct basis or, for general 
costs which cannot be directly attributed, based on predetermined allocation factors defined in the service agreements between DEBS and the client 
companies. (See Methods of Allocation.) 

Income Taxes. The separate return method is used to allocate tax expense or benefits to the subsidiaries whose investments or results of 
operations provide these tax expenses or benefits The accounting for income taxes essentially represents the income taxes that DEBS would incur if 
DEBS was a separate company filing its own tax return as a C-Corporation. 

Management evaluates and records contingent tax liabilities and related interest based on the probability of ultimately sustaining the tax 

Year of Report 

2010 



Name of Respondent This Report is: Resubmission Date 
(1 ) X An Original (Ma, Da, Yr) 

Duke Energy Business Services, LLC (2) - A  Resubmission l I  

2. Income Taxes 

Year of Report 

2010 

The following details the components of income tax expense for the years ended December 31,2010 and 2009. 

Income Tax Expense (in millions) 
201 0 2009 

Current income taxes 
F P r i e C a l  $ (I?') S 36 

State 6 

Total current income taxes 

Deferred income taxes 
Federal 
State 

Total deferred income taxes 

Total income tax expense from continuing operations 

Total income tax expense (benefit) from discontinued operations 

Total income tax expense included in Comparative Income Statement 

Net Deferred Income Tax Asset Components (in millions) 

Deferred credits and other liabilities 
Investments and other assets 
Regulatory assets and other deferred credits 

Total deferred income tax assets 

Accelerated depreciation rates 

Total deferred incame tax liabilities 

Net deferred income tax assets 

' 2  

22 
4 

26 

15 

201 0 

$ 119 
17 
0 

37 

42 

$ 15 

2009 

$ 12 
(3) 

9 

Duke Energy Business Services, Inc. will participate in the filing of a consolidated federal income tax return with Duke Energy Corporation for the years 
ended December 31, 2010 and 2009. The current tax liability is allocated among the members of the Duke consolidated group pursuant to a tax 
sharing agreement. 

3. Severance and Other Charges 

voluntary plan, all severance benefits offered under this plan are considered special termination benefits under GAAP. Special termination benefits are 
measured upon employee acceptance and recorded immediately absent a significant retention period If a significant retention period exists, the cost of 
the special termination benefits are recorded ratably over the remaining service periods of the affected employees The window for employees to 
request to voluntarily end their employment under this plan opened on February 3, 2010 and closed on February 24, 2010 for approximately 8,400 
eligible employees Also in January 20 I O ,  Duke Energy announced that it will consolidate certain corporate office functions, resulting in transitioning 
over the next two years approximately 350 positions from its offices in the Midwest to its corporate headquarters in Charlotte, North Carolina 
Employees who do not relocate have the option to elect to participate in the voluntary plan discussed above, find a regional position within Duke Energy 
or remain with Duke Energy through a transition period, at which time a severance benefit would be paid under Duke Energy's ongoing severance plan 

1 FERC FORM 60 (NEW 12-05) 204.2 

In January 2010, Duke Energy announced plans to offer a voluntary severance plan to approximately 8,750 eligible employees As this is a 

I 
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Name of Respondent 

Duke Energy Business Services, LLC 

For employees affected by the consolidation of Duke Energy's corporate functions in Charlotte, North Carolina, the window closed March 31, 2010 
Approximately 900 employees accepted the voluntary severance program 

For the year ended December 31, 2010, Duke Energy Business Service, Inc. recorded total expenses of $90 million related to the voluntary 
severance program Approximately 390 employees within Duke Energy Business Services, Inc accepted 

During the years ended December 31, 2010 and 2009, DEBS recorded less than one million of severance charges and approximately $4 million of 
severance charges, respectively, primarily under its ongoing severance plan Future severance costs under this plan, if any, are currently not estimable 

This Reportis: Resubmission Date Year of Report 
(1) 21 An Original (Mo, Da, Yr) 
(2) -A  Resubmission I /  2010 

4. Property, Plant and Equipment 

Estimated 
Useful Life 

(Years) 
Buildings and improvements 25-35 - .  n 1,. 
c ~ U l \ J l l l ~ l l l  

Vehicles 
Software and Other 

4 - I U  

5-14 
5 

5. Commitments 

Operating Lease Commitments 
DEBS leases assets in several areas of its operations. Consolidated rental expense for operating leases included in income from continuing 

operations was $62 million and $58 million for the years ending December 31, 2010 and 2009, which are included in the total cost of service. The 
following is a summary of future minimum lease payments under operating leases, which at inception had a non-cancelable term of more than one year 
as of December 31. 2010: 

201 1 
2012 
2013 
2014 
2015 
Thereafter 

Operating 
Leases 

(in millions) 
$ 45 

38 
33 
21 
15 
74 

Total future minimum lease payments $ 176 

6. Stock-Based Compensation 
For employee awards, equity classified stock-based compensation cost is measured at the service inception date or the grant date, based on the 
estimated achievement of certain performance metrics or the fair value of the aware, and is recognized as expense or capitalized as a component of 
property, plant and equipment over the requisite service period 

Duke Energy's 2010 Long-Term incentive Plan (the 2010 Plan) reserved 75 million shares of common stock for awards to employees and outside 
directors The 2010 Plan superseded the 2006 Long-Term Incentive Plan, as amended (the 2006 Plan), and no additional grants will be made from the 
2006 Plan Under the 2010 Plan, the exercise price of each option granted cannot be less than the market price of Duke Energy's common stock on 
the date of grant and the maximum option term is 10 years The vesting periods range from immediate to three years Duke Energy has historically 
issued new shares upon exercising or vesting of share-based awards In 201 1, Duke Energy may use a combination of new share issuances and open 
market repurchases for share-based awards which are exercised or become vested; however Duke Energy has not determined with certainty the 
amount of such new share issuances or open market repurchases 

The 2010 Plan allows for a maximum of 18 75 million shares of common stock to be issue under various stock-based awards other than options and 
stock appreciation rights 

L-FORM 60 (NEW 12-05) 204.3 1 
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Name of Respondent >This Report is: 
(1 ) & An Original 

Duke Energy Business Services, LLC (2) -A  Resubmission 

Stock-Based Compensation Expense 

as follows: 
DEBS recorded pre-tax stock-based compensation expense included in the total cost of service for the years ended December 31,2010 and 2009, 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

I I  2010 

For the Years 
Ended 

December 31 
2010 2009 

(in millions) 

Stock Options $ 2 $ 1 

Pnantom Awards m 14 

Performance Awards 33 19 

Other Stack Awards 

Total $ 55 $ 34 

7. Notes Payable to Associated Companies 

DEBS participates with Duke Energy and other Duke Energy subsidiaries in a money pool arrangement to better manage cash and working 
capital requirements. Under this arrangement, those companies with short-term funds may provide short-term loans to affiliates participating under this 
arrangement. 

204.4 --_------- I FERC FORM 60 (NEW 12-05) 



Name of Respondent  

D u k e  Energy Business Services, LLC 

This Re ort Is: 
(1)  $An Original 
(2) [ 7 A  Resubmiss ion  

Account 

~i~~ Number 

Resubmission Da te  Year lPer iod of Report  

/ I  D e c 3 1 ,  2010 
(Mo, Da, Yr )  

Title of Account 

9 

10 

11 

12 

I 1,509,649,189 I 1,344,684,422 1 

405 Amortization of Other Properly 

407 3 Regulatory Debits 

407 4 Regulatory Credits 

408 1 Taxes Other Than Income Taxes, Operatinq Income 46,545,354 49,244,591 

( 4,666,587) 71,475,736 
- 

I 5 1402 IMaintenance Expenses I 109,086,819 I 118,072,314 I 

27 

28 

29 

30 

- 

I 6 1403 lllepreciation Expenses I 74,424,310 I 66,378,730 1 

419.1 Allowance for Other Funds Used During Construction ( 43,802) 

( 9,792) 421 Miscellaneous Income or Loss 752,858 - 
421 1 Gain on Disposition of Properly 1,561 ( 251) 

TOTAL OTHER INCOME (Total of Lines 25-29) 29,019,267 21,158,291 

I 7 1403.1 ]Depreciation Expense for Asset Retirement Costs I I I 

I 13 1409 1 /Income Taxes, Operatinq Income I I ( 2,801) I 
I 14 1410.1 /Provision for Deferred Income Taxes, Operating Income I I I 
I 15 141 1.1 /Provision for Deferred Income Taxes - Credit , Operating Income I I I 

I 22 I ITOTAL SERVICE COMPANY OPERATING EXPENSES (Total of Lines 4-21) I 2,252,383,655 I 1,958,330,793 I 
I 23 I ]NET SERVICE COMPANY OPERATING INCOME (Total of Lines 2 less 22) I 16,067,945 I ( 12,569,128) I 

I 25 1418,l ]Equity in Earnings of Subsidiary Companies I I I 
I 26 1419 llnterest and Dividend Income I 28,264,848 I 21,212,136 I 

I 33 1425 lMiscellaneous Amortization I I I 
134 1426.1 /Donations I 2,764,890 I 634,042 I 
I 35 1426.2 /Life Insurance 

IONS (Total of Lines 32-38) 

TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS 
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Name of Respondent This Re art Is. Resubmission Date YearIPeriod of Reporl 

Duke Energy Business Services, LLC 
(Mo, Da, Yr) 

I 1  D e c 3 1 ,  2010 
(1 ) A n  Original 
(2) [-1A Resubmission 

S c h e d u l e  XV- C o m p a r a t i v e  I n c o m e  S ta temen t  ( con t inued)  

4mounl Title of Amount Current Year 

08 2 ITaxes Other Than Income Taxes, Other Income and Reductions I 190,669 

2 9  [(less) Amortization of Premium on Debt- Credit 

30 ]Interest on Debt to Associate Companies I 1,906,640 

34 IExtraordinan, Income I 
35 1k.s)  Extraordinan, Reductions 

]Net Extraordinary Items (Line 57 less Line 58) 

09.4 I(less) Income Taxes, Extraordinary I 
Extraordinary Items ARer Taxes (Line 59 less Line 60) 

NET INCOME OR LOSS/COST OF SERVICE (Total of Lines 55-61) 8,634,047 

Prior Year 

(4 

42,406,802 

118,757,935 

( 145,962,455) 

15,202,282 

323,544 

3,134,961 

7,030,609 

5,062,509 

5,426,605 

( 15,199,480) 

( 15,199,480) 
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Name af Respondent 

Duke Energy Business Services, LLC 

/Schedule Page: 301 Line No.: 20 Column: c 
DEBS 
Footnote for Schedule XV - 2010 
Line 20 

.-- 
This Report is: Resubmission Date Year of Report 
(1) X An Original (Mo, Da, Yr) 
(2) _ _ A  Resubmission I I  2Q1Q 

Expense - Income Statement 
402 Maintenance Expense 65,189 
415 Jobbing and contract work (3,505,761) 
41 7 Revenues from non-utility operations (3,858,155) 
4 18 Non-operating Rental Income (1,262,860) 

426.8 Other deductions 4,322,865 
449 Provision for Rate Refunds (3,611,841) 
450 Forfeited Discounts (164,401) 
45 1 Misc. Service Revenue (88,483) 
454 Rent from electric property (5,120,23 3) 
456 Other electric revenues (23,629,010) 
487 Discounts Ean/L.ost - Gas 

Total Expense - Income Statement $ (36,854,342) 
(1,652) 

Expense - Balance Sheet 
106 Miscellaneous expense accounts 
107 Construction work in progress 
108 Accumulated provision for depreciation of utility plant 
120 Nuclear Fuel In Process 
12 1 Nonutility Property 
123 Investment in associated companies 
124 Other investnients 
142 Customer accounts receivable 
154 Plant materials and operating supplies 
163 Stores expense undistributed 
18 1 IJnaniortized debt expense 
182 Other regulatory assets 
183 Preliminary survey & investigation charges 
184 Clearing accounts 
I85 Temporary facilities 
186 M i x .  deferred debits 
190 Accumulated deferred income taxes 
2 14 Capital stock expense 

242 Misc. current and accrued liabilities 
254 Other regulatory liabilities 

228.2 Accumulated provision for injuries and damages 

Total Expense - Balance Sheet 

739 
410,914,933 

(206,632) 
22,823 

8,133,030 
1,34 1,463 
2,739,376 

212 
11 

3 7,3 86,495 
435,765 

35,966,936 
5,539,834 

(3 1,139) 
(245,415) 

52,108,672 
65 
21 

58,080 
(33,775) 

(484,75 1) 
$ 553,646,743 

Grand Total $ 516,792,401 

-- f FERC FORM NO. 60 (NEW 12-05) Footnotes.1 I 
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Name of Respondent 

Duke Energy Business Services, LLC 
I_ 

[Schedule Page: 307 Line No.: 20 Column: d 
DEBS 

This Report is: Resubmission Date Year of Report 
(1) & An Original (Mo, Da, Yr) 
(2) -A  Resubmission / I  2010 

Footnote for Schedule XV - 2009 
Line 20 

Expense - Income Statement 
41 5 Jobbing and contract work (4,837,293) 
41 7 Revenues from non-utility operations (6,107,304) 
4 18 Non-operating Rental Income ( I  ,252,604) 
43 3 FkmAgillurrenenLloss 1X,h79 

449 Provision for Rate Refunds (5,815,509) 
450 Forfeited Discounts (29,104) 
45 1 Misc. Service Revenue (437,492) 
454 Rent from electric property (2,563,610) 
455 Subsidiary Cost Of Capital (120,184) 
456 Other electric revenues (34,215,075) 
487 Discounts Ean/L,ost - Gas (7,652) 

Total Expense 1" Income Statement $ (55,347,148) 

Expense - Balance Sheet 
10 1 Gas plant in service 
102 Electric Plant 
10.5 Investment tax credit adjustments 
106 Miscellaneous expense accounts 
107 Construction work in progress 
1 08 Accumulated provision for depreciation of utility plant 
1 14 Purchase Accounting - PP&E 
1 16 Other electric plant adjustments 
I 1  8 Other Utility CWIP 
120 Nuclear Fuel In Process 
121 Nonutility Property 
124 Other investments 
163 Stores expense undistributed 
18 1 Unamortized debt expense 
182 Other regulatory assets 
183 Preliininary survey & investigation charges 
184 Clearing accounts 
185 Temporary facilities 
186 Misc. deferred debits 
254 Equity Post in Service Nox 

Total Expense - Balance Sheet 

565,709 
120 

26,287 
944 

267,186,741 
1,433,165 

(149) 
172 

(1,701) 
253 

2,020,342 
210,522 

37,978,723 
943,144 

1 5 ~ 5  1,9.5 1 
4,441,720 

(1,933,206) 
(252,740) 

3 5,629,022 
(59,548) 

$ 363,341,471 

Grand Total $ 307,994,323 

[ FERC FORM NO. 60 (NEW 12-05) Footnotes.2 I 



Name of Respondent 

Duke Energy Business Services, LLC 

I Schedule XVI- Analvsis of Charaes for Serv i ce -  Associate and Non-Associate Comoanies 

This Re ort Is: Resubmiss ion  Date YearIPer iad of Repor 
(1) d A n  Original 
(2) n A  Resubmission I 1  D e c  31. 2010 

(Mo, Da, Yr)  

1" Total cost of service will equal for associate and nonassociate companies the total amount billed under their separate analysis of 
billina schedules. 

2 

3 

4 

5 

Associate Compan! 
Direct Cost 

404-405 Amortization Expense 

407 3-4074 Regulatory DebilsICredils - Net 

408 1-4082 Taxes Other Than Income Taxes 

409 1-409 3 Income Taxes 

Associate Company 
Total Cost 

6 

7 

8 

g 

Nonassociate 
Company 

Direct Cost 
(1) 

41oi-4i12 Provision for Deferred Taxes 

411 i 4112 Provision for Deferred Taxes - Credit 

411 6 

411 7 

Gain from Disposition of Service Company Plant 

Losses from Disposition of Service Company Plar 

Nonassociate 
Company 

Indirect Cost 
(9) 

11 

12 

13 

14 

15 

16 

17 

'Q 

Nonassociale 
Company 
Total Cost 

(h) 

411 i o  Accretion Expense 

412 Costs and Expenses of Construction or Other 

Services 

Costs and Expenses of Merchandising, Jobbing, 

and Contract Work for Associated Companies 

416 

418 Non-operating Rental Income 

418 1 

419 Interest and Dividend Income 

419 i 

Equity in Earnings of Subsidiary Companies 

Allowance for Other Funds Used During 

Construction 

421 Miscellaneous Income or Loss 

Title of Account 

28 

29 

30 

31 

32 

33 

34 

4ssociale Company 
Indirect Cost 

(4 

74.424.31 

428 

429 

430 

431 Other Interest Expense 

432 

Amortization of Debt Discount and Expense 

Amortization of Premium on Debt - Credit 

Interest on Debt to Associate Companies 

Allowance for Borrowed Funds Used During 

Construction 

Total Steam Power Generation Operation 

Expenses 

Total Steam Power Generation Maintenance 

Expenses 

500.509 

5 i o m  

Account 
Number 

(4 

403.403 1 

(b) 

lepreciation Expense 74.424.311 

( 4.666,58 ( 4,666,587 

24,630.8i 22.105,14 46,736,02: 

535,674,72 

551,01 

19,943,06 

1,11 

555,617,791 

552.16! 

l,262,8i 1,262,861 

- 
28,264,841 27,937,6f 327.18 

752,851 7592: 

1,5f 156' Gain on Disposition of Property 

( 340,983 ( 340,95: 

180,85 2,764,885 2.584,O: 

23 1426 2 lLife Insurance ( 50,89; ( 50,891 

256,50: 248,Oi 8,47 

Expenditures for Certain Civic, Political and 

Related Activities 647,81 

826.74 

6,432.90 

98.46 

7,080,70: 

925.21: 

200,OE 200.08: 

1,906,64 

6,321 .E4 

1.906.64( 

8.858,03: 2,536,31 

I 228.03: ( 228,033 
-I__ 

33,833,51 6.459,30 

30,071,166 28,288.21 1,782,94 
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Name of Respondent  

D u k e  Energy  Bus iness  Services, LLC (2) r"l A Resubmission 

This R e  ort Is. 
(1) $An Original 

Resubmiss ion  Date YearlPer iod of Repor 

I 1  D e c 3 1 ,  2010 
(Mo, Da, Yr)  

63 1569 3 IMaintenance of Communicalion Equipment I 255,48d I 255,4831 

-,ne 
NO. 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 
62 

Account Tille of Account Associate Company Associate Company Associate Company Nonassociate 
Number Direct Cosl lndirecl Cost Total Cosl Company 

Direcl Cost 
(a) (b) ( 4  (d) (e) (1) 

517-525 Tolal Nuclear Power Generalion Operation 

Expenses 30,647,851 30,647,851 

528.532 Total Nuclear Power Generation Maintenance 

Expenses 9.209,89E 206 9,210,105 

535-540 1 Total Hydraulic Power Generation Operalion 

541-545 1 Total Hydraulic Power Generation Maintenance 

Expenses 1.398.933 6,932 1,405.865 
546.550 1 Tolal Other Power Generation Operalion 

551-554 I Tolal Other Power Generation Maintenance 

Expenses 2,060,92E 4,742 2,065,667 

555-557 Tolal Other Power Supply Operation Expenses 87,653,654 65,573 87,719,227 

560 Operalion Supervision and Engineering 52,392 98,922 151,314 

561 1 Load Dispalch-Reliabilily 622,501 1,652,579 2,275,080 

Expenses 922,72C 922,720 

Expenses 4,401,457 366,653 4,768,110 

561 z Load Dispalch-Monitor and Operale Transmission 

Syslem 3,199,67C 2,5 0 9,444 5,709,123 

561 3 Load Dispatch-Transmission Service and 

Scheduling 206,363 373,313 579,676 

561 4 Scheduling, System Conlrol and Dispatch Services 7,299,24C 7,299,240 

561 5 Reliability Planning and Standards Development 10,54f 10,546 

561 6 Transmission Service Sludies 
____I 

561 7 Generation lnterconneclion Studies 6,878 6,878 

561 8 Reliability Planning and Slandards Development 

Services 440,M 440,846 

562 Station Expenses (Major Only) 2,056,358 2,056,358 

563 Overhead Line Expenses (Major Only) 1,556,431 1,556,431 

564 Underground Line Expenses (Major Only) 

565 Transmission of Eleclricily by Others (Major Only) 26,111,509 794 26,112,303 

566 Miscellaneous Transmission Expenses (Major 

Only) 1 ,140,362 1,176 1,141,539 

567 Rents 4,398,24€ 4,398,248 

567 1 Operalion Supplies and Expenses (Nonmajor 

Only) 

Total Transmission Operalion Expenses 47,101,354 4,636,228 51.737.582 

568 Maintenance Supervision and Engineering (Major 

Only) 160,lOf 160,106 

569 Maintenance of Structures (Major Only) 318,364 318,364 

569 1 Maintenance of Computer Hardware 1,022,167 3,090 1,025,257 

569 2 Maintenance of Computer Software 4,937,854 4,937.858 

64 

65 

66 

Nonassociale 
Company 

Indirect Cosl 
(9) 

569 4 Maintenance of Miscellaneous Regional 

Transmission Plant 

570 Maintenance of Stat ionuipmenl (Major Only) 1,501,153 1,501,153 

571 Maintenance of Overhead Lines (Major Only) 2,752,604 261,589 3,014,193 

572 Maintenance of Underground Lines (Major Only) 35.69 35,696 

Nonasswiale 
Company 
Total Cost 

(h) 

68 

573 Maintenance of Miscellaneous Transmission Plant 

10,868 - (Major Only) 10,86E 



Name of Respondent  

D u k e  Energy  Business Services, LLC 
Th is  R e  ort Is: Resubmiss ion  Date  Year/Per iod of Repoi 
(1) d A n  Original 
(2) UA Resubmiss ion  

(Mo. Da, Yr)  
I /  D e c  31, 2010 - 

I I 

71 15-15 1-575 8 ITotal Regional Market Operation Expenses 

Associate Company 
Total Cost 

(e) 

Nonassociate Nonassociate Nonassociate 
Company Company Company 
Direct Cost Indirect Cost Total Cost 

(1) (9) (h) 

69 

70 

574 Maintenance of Transmission Plant (Nonmajor 

Total Transmission Maintenance Expenses 

Only) 

FERC FORM NO. 60 (REVISED 12-07) 

-- 

Direct Cost Indirect Cost 

72 

73 580-589 Total Distribution Operation Expenses 

74 590.598 Total Distribution Maintenance Expenses 

Total Electric Operation and Maintenance 

75 Expenses 

Production Expenses [Provide selected accounts 

76 in a footnote) 

77 800-813 Total Other Gas Supply Operation Expenses 

78 814-826 Total Underground Storage Operation Expenses 

830-837 Total Underground Storage Maintenance 

576 1.5765 Total Regional Market Maintenance Expenses 
__. 

700.798 

10,994,29 

80 

81 

82 

Q3 

E-::: 

21,058,754 5,310,7f 

840-842 3 Total Other Storage Operation Expenses 

843 1-843 9 Total Other Storage Maintenance Expenses 

844 1-8462 Total Liquefied Natural Gas Terminaling and 

Processing Operation Expenses 

847 1-8478 Total Liquefied Natural Gas Terminaling and 

Processing Maintenance Expenses 

850 Operalion Supervision and Engineering 

- 

System Control and Load Dispatching 

Communication System Expenses 

17,762,81 90,9r 

91 

92 

93 

94 

95 

96 

97 

98 

99 

100 

101 

102 

103 

--t 

857 

858 

859 Other Expenses 

860 Rents 

Measuring and Regulating Station Expenses 

Transmission and Compression of Gas By Others 

Total Gas Transmission Operation Expenses 

861 Maintenance Supervision and Engineering 

862 

863 Maintenance of Mains 

864 

865 

Maintenance of Structures and Improvements 

Maintenance of Compressor Station Equipment 

Maintenance of Measuring And Regulating Statior 

Equipment 

866 Maintenance of Communication Equipment 

867 M K n a n c e  of Other Equipment 

Total Gas Transmission Maintenance Expenses 

t 

7,056.04C 

166,53 d 

11,94 

166,53$ 

11,258.978 

8,555,439 

26,369,5141 I I 
17,853,771 

~~ 

986,632,542 

958,250 

I I I 

166,532 

I 

166,5321 

I I I 
- 

-. 
7,067,994 - 



This R e  ort Is: 
(1 +j'An Original 
(2) nA Resubmission 

D u k e  Energy Business Services, LLC 

Resubmiss ion  Date YearlPer iod of Repoi 
(Mo, Da, Yr) 

/ I  D e c  31, 2010 
- 

Account 
Number 

(a) 

35-894 

11 

Title of Account 

(b) 

Total Distribution Maintenance Expenses 

Total Natural Gas Operalion and Maintenance 

Expenses 

Supervision 

15 

16 

17 

18 

Miscellaneous customer accounts expenses 

Total Customer Accounts Operation Expenses 

Supervision 

Customer assistance expenses 

Associate Compan) 
Direct Cost 

Associale Company 
Total Cost 

Nonassociate 
Company 
Direct Cost 

(1) 

Nonassociate 
Company 

Indirect Cost 
(9) 

wociate Company 
Indirect Cost 

Nonassociale 
Company 
Total Cost 

(h) No. 

110 

2,908,5E 2,908,55 

12,746.05 11.94 12.758,OO 

30,li 26,M 57,Ol ; lMeter reading expenses 

Customer records and collection expenses 

Uncollectible accounts 

340,oi 

59.405,89 

50.857.88 

171,99 

80.581.01 

512,07 

139,986,91 

50,857.88 

147,9? 147,93 

80.779.85 191,561,82 

676.73 I 
119 

120 

'91 

509,31 167.41' 

19 Informational And Instructional Advertising 

Expenses 121.28 37.24 15852 

Miscellaneous Customer Service And 

Accounts 

16,883,72 37,704,52 

21.025.47s 38.539.78 17,514.31 

1.75 2 1 .TI 

z IDemonstraling and Selling Expenses 39255 lo,% 402.72 

946.82 470,70 Advertising Expenses 

Miscellaneous Sales Expenses 

Total Sales Operation Expenses 

1,417.52 

2.858,29 

4,680,32 

2,858,29 

3.339.19 1.341.13 

125,782,03 331,620,33 457,402,37 !o Administrative and General Salaries 

!i ORice Supplies and Expenses 

!3 Outside Services Employed 

!4 Property Insurance 

122.956.71 

211,709,02 

15,658.37 

11,442.86 

21.502,23 

5800.41 

11 1.513,81 

190,206.78 

9,857.95 

8.624,28 3,715,321 12,339,61 '5 Injuries and Damages 

16 Employee Pensions and Benefits 

!8 Regulatory Commission Expenses 

io 1 General Advertising Expenses 

162.294.33 

12,014.53 

902.60 

74.145.58 

12,014,53 

419,45 
-~ 

88.148,74 

483.14 

102 IMiscellaneous General Expenses 15,867,54 ( 65,260,525 ( 49.392,97€ 

i i  Rents 

Total Administrative and General Operation 

Expenses 

Maintenance of Structures and Equipment 

Total Administrative and General Maintenan; 

Expenses 

Total Cost of Service 

15 

6,430,95 

282.029,94 

47,721 $79 

718,007,381 

54.1 52,74 

1,000,037,32 

1.091.13 33.150.661 34.241.79 

412,758,5C 

1.262.097.21 

856,302,55 

1.006.354.38 

1,269,061,05 

2,268,451,60 
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Name of Respondent 

Duke Energy Business Services, LLC 
This Re ort Is: 
(1) An original 
(2) O A  Resubmission 

Resubmission Date YearIPeriod of Repor 

1 1  Dec31. 2010 
(Mo, Da, Yr) 

..,ne 
No. 

Account 
Number 

(a) 

1 

2 

3 

403-403 i Depreciation Expense 

40445 Amortization Expense 

407 3-4074 Requlatory Debils/Credils - Net 

5 

6 

7 

409 1.4093 Income Taxes 

410 1.4112 Provision for Deferred Taxes 

411 1-4112 Provision for Deferred Taxes- Credit 

9 

10 

11 

411 7 Losses from Disposition of Service Company Plai 

411 4411 5 Investment Tax Credit Ad I- 
411 io Accretion Expense 

13 

14 

416 Costs and Expenses of Merchandising, Jobbing, 

and Contract Work for Associated Companies 

418 Non-operating Rental Income 

27 

28 

29 

427 Interest On Long-Ten Deb1 

428 

429 

Amortization of Debt Discount and Expense 

Amortizalion of Premium on Debt - Credit 

31 431 

H 3 2  

Other Interest Expense 

Allowance for Borrowed Funds Used During 

32 

I 
Conslruclion 

Total Sleam Power Generation Operalion 500-509 

Total Charges for Services 
Direct Cost 

Total Charges for Services 
Indirect Cost 

Total Charges for Services 
Total Cost 

Title of Account 

(b) 

74,42431 74,424,310 - 

( 4666.587 ( 4,666,587) 

46,736,023 4 1408 1-4082 lTaxes Other Than Income Taxes 24,630,87 22.105.1 4 

8 1411 6 IGain from Disposition of Service Company Plant 

Costs and Expenses of Construclion or Other 

12 Services 19.943,06 555,617,790 535,674,72 

1.11 552.169 551,051 

1,262,861 1,262,860 

15 1418 1 IEquity in Earnings of Subsidiary Companies 

Interest and Dividend Income 

Allowance for Other Funds Used During 

Conslruclion 

I__ 

327,18 28,264.848 27,937.661 

Miscellaneous Income or Loss 

!Gain on Disposition of Property '' {I 

( 6,38[ 752,858 

1,561 

759,231 

1.56 

I20 1421 2 ILoss on Disposilion Of Property ( 340,983 ( 340,983) 

180.85 

I 50.891 

2,584.03; 2,764.889 

( 50.891) 

248,OZi 8,47 256,502 

Expenditures for Certain Civic, Political and 

125 /128' I Related Activities 64780' 6.432,90 7,080,702 

I26 14265 lother Deduclions 826,741 98,46 925,213 

200,082 200.08: 

I30 1430 llnterest on Debt lo Associate Companies 1,906,640 1,906,64 

6.321,64 2.536,38! 

( 228.033 

33,833,51( 

8,858,033 

( 228,033) - 
6,459,30 40,292,816 

1,782,94 30,071,165 
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N a m e  af Respondent  Th is  R e  ort Is. Resubmission Date 

D u k e  Energy Bus iness  Services, L L C  (2) A Resubmiss ion  / I  
(1) &An Original (Mo, Da, Yr )  

S c h e d u l e  XVI- Analysis of C h a r g e s  for Service- Associate and Non-Associate Companies (continued) 

YearlPer iod of Repor t  

D e c 3 1 ,  2010 

L- 
Account Title of Account 
Number 

..,le 
No 

Tolal Charges for Sewices 
Direct Cost Indirect Cost 

I 

,II 525 Total Nuclear Power Generation Operation 

Expenses 
_I 

128 532 Total Nuclear Power Generation Maintenance 

Expenses 
I_ 

135 540 i Total Hydraulic Power Generalion Operalion 

Expenses 

AI 545 i Total Hydraulic Power Generation Maintenance 

Expenses 

__ ._ 

30,647,851 

9,209 895 

922,72[ __ 

1,390.93: 

Total Cost 

206 

6,932 

30,647,851 
_I - 

9,210.10f 

922.72[ 

1,405,813: 

546 550 1 Total Other Power Generation Operation 

551.554 i Total Other Power Generation Maintenance 

39 Expenses 4,401,457 366,653 4,768,110 
~ 

40 Expenses 2,060,925 4,742 2,065,667 

41 555 557 Total Other Power Supply Operation Expenses 87.653.654 65,573 87.719,227 

42 560 Operation Supervision and Engineering 52,392 98,922 151,314 

43 561 1 Load Dispatch-Reliability 622,501 1,652,579 2,275,080 

561 z Load Dispatch-Monitor and Operate Transmission 

Load Dispatch-Transmission Service and 

44 System 3,199,679 2,509,444 5,709,123 

561 3 

45 Scheduling 206,363 373,313 579,676 

46 561 4 Scheduling, System Control and Dispatch Services 7,299,240 7,299,240 

I47  1561 5 lReliability Plannina and Standards Development I 10.5461 

54 565 Transmission of Electricity by Others (Major Only) 26,111,509 794 26,112,303 

566 Miscellaneous Transmission Expenses (Major 

I 10,546 I 

I 

4,398,248 

Operation Supplies and Expenses (Nonmajor 

~~ 

r9 

50 

51 

52 

53 

1,141,539 

~ 

561 6 Transmission Service Studies 

561 7 Generation Interconnection Studies 6,878 6,878 

561 8 Reliability Planning and Standards Development 

Services 440,846 440,846 

562 Station Expenses (Major Only) 2,056,358 2,056,358 

563 Overhead Line Expenses (Major Only) 1,556,431 1,556,431 

__ 

564 Underqround Line Expenses (Major Only) 

57 

58 

59 
60 

61 

Only) 
Total Transmission Operation Expenses 47,101,354 4,636,228 51,737,582 

568 Maintenance Supervision and Engineering (Major 

Only) 160,106 160,106 

569 Maintenance of Structures (Major Only) 318,364 318,364 

569 1 Maintenance of Computer Hardware 1,022,167 3,090 1,025,257 

4,937,858 

255,483 

Maintenance of Miscellaneous Regional 

4,937,858 

255,483 

-~ 
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Transmission Plant 

1,501,153 

2,752,604 

35,696 Maintenance of Underground Lines (Major Only) 

1,501,153 

261,589 3,014,193 

35,696 

Maintenance of Miscellaneous Transmission Plant 

(Major Only) 10,868 10,868 



Name of Respondent  

D u k e  Energy  Bus iness  Services, LLC (2) [-1A Resubmission 

Th is  Re ort  Is. 
(1  ) An Original 

Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate C o m p a n i e s  (continued) - 

Resubmission Da te  Yeadperiod of Report  

I l  D e c 3 1 .  2010 
(Mo, Da, Yr)  

Title of Account 

(b) 

Total Charges for Services 
Direct Cost 

0) 

Total Charges for Services 
Indirect Cost 

0) 

69 

70 

71 

Total Charges for Services 
Total cost 

574 Maintenance of Transmission Plant (Nanmajor 

Only) 
Total Transmission Maintenance Expenses 10,994,299 264,679 

575 1.5758 Total Reqional Market Operation Expenses 8,555.439 

11.258.978 

73 

74 

75 

76 

77 

78 

8,555,439 I 

580 589 Total Distribution Operation Expenses 21,058,753 5,310,761 26,369,514 

590 598 Total Distribution Maintenance Expenses 17,762,819 90,952 17,853,771 

Total Electric Operation and Maintenance 

Expenses 836,592,656 150,039,886 986,632,542 

700798 Ehdctmhpen-dL 
958,250 --I 1,656,676 

958,250 

800 813 Total Other Gas Supply Operatian Expenses 1,656,676 
-I 

in a footnote) 

Total Underqround Storaqe Operation Expenses 814 826 

I72 1576 1 5765 ]Total Regional Market Maintenance Expenses I I I I 

81 

82 

843 1.843 9 Total Other Storage Maintenance Expenses 

844 1.8462 Total Liquefied Natural Gas Terminating and 

Processing Operation Expenses 

830-837 Total Underground Storage Maintenance 

179 I /Expenses I ~ I I 
80 840-842 3 Total Other Storage Operation Expenses 

M5 

86 

87 

850 Operation Supervision and Engineering 

851 

852 Communication System Expenses 

853 

System Control and Load Dispatching 

I_ .- --- 
Compressor Station Labor and Expenses 

Total Liquefied Natural Gas Terminaling and 

Processing Maintenance Expenses 

88 

89 

90 

91 

854 

855 

856 Mains Expenses 

857 

Gas for Compressor Station Fuel 

Other Fueland Power for Cornpressor Stations 

Measuring and Regulating Station Expenses 

92 

93 

94 

95 

858 Transmission and Compression of Gas By Others 

859 Other Expenses 166,532 166,532 

860 Rents 

Total Gas Transmission Operation Expenses 166,532 166,532 

96 861 Maintenance Supervision and Engineering 

97 862 Maintenance of Structures and Improvements 

98 863 Maintenance of Mains 

,99 ,864 ,Maintenance of Cornpressor Station Equipment , 

-.- 

Maintenance of Measuring And Regulating Station 

I100 /1165 I Equipment 

102 

103 

104 

1101 1866 IMaintenance of Communication Equipment I I I I 
867 Maintenance of Other Equipment 

Total Gas Transmission Maintenance Expenses 

870.881 Total Distribution Operation Expenses 7,O 5 6,M 9 11,945 7,067,994 

~ 
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N a m e  of Respondent  This R e  ort Is. Resubrnission Date Yeadper iod  of Repo 

Duke  Energy Business Services, LLC (1) d A n  Original 
(2) 0 A Resubrnission 

(Mo, Da, Yr) 
/ /  D e c 3 1 ,  2010 

, 
Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies (continued) 

Total Charges for Services 
Direct Cost 

Total Charges for Services 
Indirect Cost 

-- 

. , I l l  

No 

105 
- 

106 

107 

108 

109 

110 

111 

112 

113 

114 

- 
- 
- 
- 
- 
- 
..- 

- 
- 

115 - 

116 - 

117 

118 

119 

120 

'?l 

- 
- 
- 
- 

2,908,551 

12,746,058 

30.177 

11.94! 

26.841 

50,857,889 

147,933 

110,781,974 80,779.85 

121,281 37,24; 

1,750 

392,557 

946.823 

25 

10,165 

470.70( 

1,341,130 

125,782,036 

11,442,899 

3,339,19: 

331,620,33t 

111.513.811 

5,800.415 

8,624,285 

74,145,588 

9,857,951 

3,715,326 

88.148.74E 

419,452 

15,867,549 

6,430,952 

483.14: 

( 65,260,525: 

47.721,79f 

Accoun 
Numbel 

(a) 
___. 

35.894 

Total Charges for Services 
Total Cost 

Title of Account 

(b) 

'otal Distribution Maintenance Expenses 

'otal Natural Gas Operation and Maintenance 

.xpenses 

iupervision 

2,908,55 

12,758,OO - 
11 57,Ol 

512.07 12 M e r  reading expenses 340,077 I 171,991 
13 

14 

15 

- 
- 

:uslomer records and collection expenses 59,405,8981 80,581,Ol: 139.986.91 

Incollectible accounts 

liscellaneous customer accounts expenses 

50,857.88 

147,93 

191.561.82 16 otal Customer Accounts Operation Expenses 

8upervision 

:uslomer assistance expenses 

iformational And Instructional Adverlising 

xpenses 

liscellaneous Customer Service And 

iformalional Expenses 

- 509,314 167,41! t-- 676,73 

158,52 

37,704.52 20,820.80L 

17,514,315 21,025,471 

otal Service and Informational Operation 

ccounts 38,539,78 
I1 

12 
- 1 ,77 upervision 

wnonstratinq and Sellinq Expenses 402,72 

1.41 7.52 
- 

I3 dverlising Expenses 

I6 liscellaneous Sales Expenses I 2,858,296 2,85829 

- 
!O 

4.680.32 otal Sales Operation Expenses 

dministralive and General Salaries 457,402.37 

122.956.711 !l Iffice Supplies and Expenses 

!3 butside Services Employed 21,502,2381 190,206.78: 21 1,709,02 
4 

5 
___ 15,658,37: roperty Insurance 

iiuries and Damages 12,339.61 

162,294,331 !6 mployee Pensions and Benefits 

'8 

IO 1 

IO 2 
- 

egulatoiy Commission Expenses 12,014,5351 12,014,531 

902,60 leneral Adverlising Expenses 

liscellaneous General Expenses ( 49,392,976 

54.152.741 
- 

I1 enls 

otal Administrative and General Operation 

xpenses 282.029.949 I 718.007.38[ 1,000,037,32! 

34.241.79: 
-" 

15 lainlenance of Structures and Equipment 1,091,1331 33,150.66C 

otal Administrative and General Maintenance 

xpenses 1.269.061.05! 

otal Cost of Service 2,268,451601 1,262,097,215 1,006,354,385 
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Name of Respondent 

Duke Energy Business Services, LLC 

ISchedule Page: 304 Line No.: 12 Column: c 

This Report is: Resubmission Date Year of Report 
(1) X An Original (Mo, Da, Yr) 

-- (2) -A  Resubmission l I  2010 

Income Statement DIRECT 
40 1 Operation Expense 4,446,598 
402 Maintenance Expense 65,190 

426.8 Other deductions 4,322,865 
41 5 Jobbing and contract work (3,505,761) 
41 7 Revenues from non-utility operations (3,859,041) 
449 Provision for Rate Refunds (3,611,841) 
450 Forfeited Discounts ( 1  17,722) 
45 1 Misc. Service Revenue (88,483) 
454 Rent from electric property (5,088,039) 

4 3 6  Qther electric revenues 
487 Discounts Ean/Lost - Gas (1,652) 
922 Administrative Exp Transferred - Credit 146,280 
927 Franchise Requirenients 12,98 1 
929 Duplicate charges - credit (2,3 12,243) 

930 6 Leased Circuit Charges - Other 1,756 
930 7 Research and Development 9,688,150 
930 8 R & D-Alternative Energy 2,046,828 

Total Income Statement $ 2,241,242 

- ,  

Balance Sheet 
106 Miscellaneous expense accounts 
107 Construction work in progress 
108 Accumulated provision for depreciation of utility plant 
120 Nuclear Fuel In Process 
12 1 Nonutility Property 
12.3 Investment in associated companies 
124 Other investments 
142 Customer accounts receivable 
154 Plant materials and operating supplies 
163 Stores expense undistributed 
18 1 IJnamortized debt expense 
182 Other regulatory assets 
183 Preliminary survey & investigation charges 
184 Clearing accounts 
185 Temporary facilities 
186 Misc. deferred debits 
190 Accumulated deferred income taxes 
214 Capital stock expense 

242 Misc. current and accrued liabilities 
254 Other regulatory liabilities 

228.2 Accumulated provision for injuries and damages 

Total Balance Sheet 

73 9 
390,701,675 

(206,632) 
22,823 

8,133,030 
1,341,463 
2,739,376 

212 
1 1  

37,386,495 
435,765 

35,966,936 
5,539,834 

(3 1,139) 
(245,415) 

52,108,672 
65 
21 

58,08 1 
(33,775) 

(484,752) 
$ 533,433,485 

Grand Total $ 535,674,727 

I 
111 

- I FERC FORM NO. 60 (NEW 12-05) Footnotes.1 



This Report is: Resubmission Date 
(I) 3 An Original 
(2) - A Resubmission I I  

(Mo, Da, Yr) 

ISchedule Page: 304 Line No.: 72 Column: d 

Income Statement INDIRECT 
41 7 Revenues from non-utility operations 86 
450 Forfeited Discounts (46,679) 
454 Rent from electric property (32,194) 

922 Administrative Exp Transferred - Credit 4,705 
270 

4.56 Other electric revenues (200,000) 

930.6 Leased Circuit Charges - Other 

Year of Report 

m a  

930.7 Research and Development 2,8 17 
1 otal Income Statement $ (270,195) 

Balance Sheet 
107 Construction work in progress 

Total Balance Sheet 
20,2 13,258 

9; 20,213,258 

Grand Total $ 19,943,063 

bchedule Page: 304 Line No.: 76 Column: c 
DIRECT 

711 07 1 1000 - Gas Boiler L,abor 22,987 
712 07 12000 - Gas Production-Other Power Ex 24,347 
717 07 17000 - L,iq Petro Gas Exp-Vapor Proc 46,706 
728 0728000 - Liquid Petroleum Gas 225,136 
735 073.5000 - Gas Misc Production Exp 54,058 
73 6 5 14,092 
742 0742000 - Maint Gas Production Equipment 70,924 

$ 958,250 

0736000 - Gas Prod I/C Rent Exp - Erlan 

I FERC FORM NO. 60 (NEW 12-05) ~- Footnotes.2 - 



Name of Respondent  

D u k e  Energy  Business Services, LLC 
This R e  ort Is. Resubmiss ion  Date YearlPer iod of Repoi 
(1 ) An Original 
(2) A Resubmiss ion  

(Mo, Da, Yr )  
I t  D e c  31, 2010 

8 
-9- 

10 
1 1 
12 

13 
14 

15 
16 
17 
18 
19 
- 

CSGP Of Southeast Texas LLC 

-BE.Mafketingt.t#attnership 
DE Merchants, LLC 

DE Services Canada, LTD 

DEGS Biomass, LLC 

DEGS Holding Co Inc 

DEGS NC Solar LLC 

DEGS O&M, LLC 

DEGS of Boca Raton, LLC 

DEGS of Cincinnati, LLC 

DEGS of Narrows LLC 

DEGS of Philadelphia LLC 

I 70 

22 

23 
24 
25 

26 
27 

DEGS of San Diego, LLC 

DEGS of South Charleston, LLC 

DEGS of St Bernard LLC 

DEGS of St Paul, LLC 

DEGS of Tuscola, Inc 

DEGS Solar, LLC 

DEGS Wind It LLC 

DEI (Europe) Holdings Aps 

- 

1 For services rendered to associate companies (Account 457), list all of the associate companies. 

_. 

Line 
No 

- 
Name of Associate Company Account 457 2 

Indirect Costs Charged 
Total Amount Billed Account 457.1 

Direct Costs Charged 
Account 457 3 

compensation For Usi 
of Capital 

(d) (b) 
( 334,000 

47c 

15.32: 

(e) 
( 334,000 

47( 
105,85i 

1 Bison Insurance Company, Ltd 

CINCAP V LLC 

Cinergy Capital and Trading Inc. 

2 
3 
_. 

90,53: 
26,23( 

209,l 1 €  
26,23( 

209,l l  t 
I 6 I Cinergy Investments, Inc 21.91( 21,91( 

2 1,4Z 2 1,42( 
9: 9C 

80,501 
1,27; 

312 31; 
106,966 
636,00€ 

106,96€ 
13,056,92$ 
- 

1 2,420,92 ' 

16,47: 
13,86€ 

7,891: 

16,472 

13,86€ 
7,89t 

36,377 
1,010,95E 

36,377 
1,010,95€ 

34.512 34,512 
9,995 

25,542 
9,99E 

25,542 
83,824 
48,927 
46.891 

83,821 
48.927 
46,891 

15,734,787 

13,460,17 1 
15,734,78i 
13,460,171 

29.07: 29,072 

31,79€ 31,79E 
2.70: 2.70: 

780,6513 
604,409,032 

780,65: 
1,131,983,711 527,574,67E 

4.227 4,227 
1 1,868,452 
2,37636s 

33 I Duke Energy Gen Service, Inc 

34 I Duke Energy Global Markets, Inc 

1 1,868,452 

2,358,83e 17,731 
229,251,576 

3,851 
9,194,124 

431,549,18E 
3,85 1 

20,265,945 11,071,821 
38 I Duke Energy Int'l Group, Ltd 

39 I Duke Energy Kentucky, Inc 

( 103,565: 
65,636,157 

( 103,565: 
100,872,862 
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Name of Respondent 

D u k e  Energy Business Services, L L C  

S c h e d u l e  XVll -Analysis of Billing -Associate C o m p a n i e s  (Account 457) ( con t inued)  

This Re ort Is: Resubrnission Date  Year lPer iod of Repo i  
(1) d A n  Original 
(2) n A  Resubrnission 1 1  Dec 31, 2010 

(Mo, D a ,  Yr )  

Name of Associate Company 

8 I Duke Project Services, Inc 

Arxount457 1 
Direct Costs Charged 

10 
11 
12 

Account (c) 457.2 ~ Ac~ou;~4573 
Indirect Costs Charged Compensation For Use 

of Capital 

Duke Ventures, LLC 

Duke-Cadence, Inc 

DukeNet Communication Svcs,LLC 

Total Amount Billed 

13 
14 
15 

Line 
No 

- 
1 

Dukenet Communications, Inc 

Pan Service Company 

PanEnerqy Corp 

-"__1- 

(a) 

___ %G Energy Murray Qp, LLC 

3uke Energy North America, LLC 

38 
39 

40 
- 

(b) 
12,64 

~ 

Total 

(e) 
12.64E 

2 468,30 
272,249,39 

4,048,19 
35,70 

10,059,40 

468,307 

476,818,981 
6,958,22 1 

55,191 
16,689,50.! 

Duke Energy Ohio, Inc 

Duke Energy Retail Sales LLC 

Duke Generation Services Holding Co Inc 

Duke Investments, LLC 

19,493 

94.37 416.47i 
22,39 

1 ,  

22,39(. 

4 18,356 
1,45 1 

421,579 I 
I 

( 3,22: 
1,45 

56.64 
I 

56,64: 
7,714.16 

( 109,33; 
10, 184,94C 

( 109,332 
162.00 162,005 

5,68€ 
355.3 1 E 

16 ITexas Eastern (8ermuda) Ltd 

17 I Texas Eastem Arabian Ltd, 

5,68 
355,31 

18 I 
19 1 

24 

25 I 

33 
34 
35 

37 I 

1,262,097,21 1,006,354,385 

~ FERC FORM NO. 60 (REVISED 12-07) 
Page 307.1 



N a m e  of Respondent 

Duke Energy Business Services, LLC 

This Re ort Is. 
(1) d A n  Original 
(2) 0 A Resubmission 

1. For services rendered to nonassociate companies (Account 458), list ail of the nonassociate companies In a footnote, describe 
the services rendered to each respective nonassociate company. 

Resubmission Date YearIPeriod of Repor 

1 1  D e c 3 1 ,  2010 
(Mo, Da, Yr) 

Name of Nan-associate Carnpany 

None 

I L 1  I 

31 

140 I Tota l  

~ FERC FORM NO. 60 (REVISED 12-07) 

Direct Casts 
Charged Charged Use of Capital 

Arxount458.4 
Excess or Deficiency o 
Servicing Non-associat 

Utility Companies 

(4 

Tala1 Amount Billed 

P a g e  308 



Name of Respondent 

Duke Energy Business Services, LLC 

I Schedule XIX - Miscellaneous General ExDenses -Account 930.2 I 

This Re ort Is. Resubmission Date Yeadperiod of Report 
(1) &An Original 
(2) n A  Resubmission l I  Dec31, 2010 

(Mo, Da, Yr) 

1. Provide a listing of the amount included in Account 930.2, "Miscellaneous General Expenses" classifying such expenses according 
to their nature. Amounts less than $50,000 may be grouped showing the number of items and the total for the group. 
-, Payments and expenses permitted by Section 321 (b)(2) of the Federal Election Campaign Act, as amended by Public Law 94-283 in 
j76 (2 U.S.C. 441 (b)(2)) shall be separately classified. 

3 
4 
5 

Line 
No 

New Technologies 
Industry Association Dues 

Movina Expenses 

Title of Arxount 

(a) 

6 Expense of Servicing Securities 
7 Legal Expenses 

-8-"--Avialbn Services 
~ 

Amount 

04 

12 

13 
14 

15 

Service Company Overhead Offset 

Outside Services 

Other 

( 72,588,603 
5,390,OZt 

40 Total 

3,77027: 
2,967,325 
8.709.041 

668,32! 
570,32t 

433.53t 
9 I Travel 
10 I Mail Services 

239,23( 
17928; 

I 11 Investor Relations 

17 
18 
'9 - 

196,93i 
71,31.! 

25 

26 I 

129 I 

.. 

34 I 

37 I 
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Name of Respandent 

Duke Energy Business Services, LLC 

I Provide a graphical presentation of the relatianships and inter relationships within the service company that identifies lines of authority and 
responsibility in the organization 

Gioup Execritiw and CFO 
Techcloq. Shtepv and Pelicv. Me:. Accoiintiue. C'mcltdation atld C'mtrols 

This Report is: Resubmission Date Year of Report 
(1) 3 An Original 
(2) _ _ A  Resubmission I I  2010 

(Ma, Da, Yr) 

I FERC FORM 60 (NEW 12-05) 401.1 1 



Services, LLC 

METHODS OF ALLOCATION 

This Report is: Resubmission Date Year of Report 
(1 ) & An Original (Ma, Da, Yr) 
(2) -A Resubmission l I  2010 

The allocation of expenses not directly attributable to a particular Client Company are based on the following factors: 

1. Sales Ratio 

A ratio, based on the applicable domestic firni kilowatt-hour electric sales (andor the equivalent cubic feet of gas sales, where 
applicable), excluding intra-system sales, for a preceding twelve consecutive calendar month period, the numerator of which is 
for a Client Company and the denominator of which is for all utility Client Companies (and Duke Energy Corporation’s 

be required due to a significant change. 
n o n ; i l t i r i r y m d  non-domestic uttE€jTff’f’€iates, where appiicablej. 1 his ratio wiii be determined annually, or at such time as may 

2. Electric Peak Load Ratio 

A ratio, based on the suni of the applicable monthly domestic firm electric maximum system demands for a preceding twelve 
consecutive calendar month period, the numerator of which is for a Client Company and the denominator of which is for all 
utility Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This 
ratio will be deterniined annually, or at such time as may be required due to a significant change. 

3. Number of Customers Ratio 

A ratio, based on the sum of the applicable domestic firni electric customers (andor gas customers, where applicable) at the end 
of a recent month in the preceding twelve consecutive calendar month period, the numerator of which is for a Client Company 
and the denominator of which is for all domestic utility Client Companies (and Duke Energy Corporation’s non-utility and 
non-domestic utility affiliates, where applicable). This ratio will be deterniined annually, or at such time as may be required due 
to a significant change. 

4. Number of Employees Ratio 

A ratio, based on the applicable number of employees at the end of a recent month in the preceding twelve consecutive month 
period, the nunierator of which is for a Client Company or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) andor the 
Service Company. This ratio will be determined annually, or at such time as may be required due to a significant change. 

5. Construction Expenditures Ratio 

A ratio, based on the applicable projected construction expenditures, net of reimbursements, for the following twelve 
consecutive calendar month period, the numerator of which is for a Client Company and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). Separate 
ratios will be computed for total construction expenditures and appropriate functional plant @e., production, transmission, 
distribution, and general) classifications. This ratio will be determined annually, or at such time as may be required due to a 
significant change. 

6. Circuit Miles of Electric Distribution Lines Ratio 

A ratio, based on the applicable installed circuit miles of domestic electric distribution lines at the end of the preceding calendar 
year, the numerator of which is for a Client Company and the denominator of which is for all domestic utility Client Companies. 
This ratio will be determined annually, or at such time as may be required due to a significant change. 

LFERC FORM 60 (NEW 12-05) 402.1 u 



This Report is: 
(1) X An Original 
(2) - A  Resubmission 

7. Circuit Miles of Electric Transmission Lines Ratio 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

I 1  2010 

A ratio, based on the applicable installed circuit miles of domestic electric transmission lines at the end of the preceding calendar 
year, the nunierator of which is for a Client Conipany and the denominator of which is for all domestic utility Client Companies. 
This ratio will be determined annually, or at such time as may be required due to a significant change. 

8. Number of Central Processing Unit Seconds Ratio 

A ratio, based on the sum of the applicable number of central processing unit seconds expended to execute niainfranie computer 
software applications for a preceding twelve consecutive calendar month period, the numerator of which is for a Client Company 
or Service Company Function, and the denominator of which is for all Client Companies, (and Duke Energy Corporation’s 
non-utiiity and non-domestic utility affiliates, where applicable) and/or the Service Company. This ratio will be determined 
annually, or at such time as may be required due to a significant change. 

9. Revenues Ratio 

A ratio, based on the total applicable revenues for a preceding twelve consecutive calendar month period, the numerator of which 
is for a Client Company and the denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility 
and non-domestic utility affiliates, where applicable). This ratio will be deterniined annually or at such time as may be required 
due to a significant change. 

10. Inventory Ratio 

A ratio, based on the total applicable inventory balance for the preceding year, the numerator of which is for a Client Company 
and the denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility 
afiliates, where applicable). Separate ratios will be computed for total inventory and the appropriate functional plant (Le., 
production, transmission, distribution, and general) classifications. This ratio will be determined annually or at such time as may 
be required due to a significant change. 

11. Procurement Spending Ratio 

A ratio, based on the total amount of applicable procurement spending for the preceding year, the numerator of which is for a 
Client Company or Service Company Function and the denominator of which is for all Client Companies (and Duke Energy 
Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the Service Company. Separate ratios will 
be computed for total procurement spending and appropriate functional plant (i.e., production, transmission, distribution, and 
general) classifications. This ratio will be determined annually or at such time as may be required due to a significant change. 

12. Square Footage Ratio 

A ratio, based on the total amount ofapplicable square footage occupied in a recent month in the preceding twelve consecutive 
month period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for 
all Client Cornpanies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or 
the Service Company. This ratio will be determined annually or at such time as may be required due to a significant change. 

13. Gross Margin Ratio 

A ratio, based on the total applicable gross margin for a preceding twelve consecutive calendar month period, the numerator of 
which is for a Client Company and the denominator of which is for all Client Companies (and Duke Energy Corporation’s 
non-utility and non-domestic utility affiliates, where applicable). This ratio will be determined annually or at such time as may 
be required due to a significant change. 

I FERC FORM 60 (NEW 12-05) 402.2 I 



( I  ) & An Original 
(2) - A  Resubmission 

14. 

15. 

Resubmission Date Year of Report 
(Mo, Da, Yr) 

I l  2010 

Labor Dollars Ratio 

A ratio, based on the total applicable labor dollars for a preceding twelve consecutive calendar month period, the numerator of 
which is for a Client Company or Service Company Function and the denoninator ofwhich is for all Client Companies (and 
Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) andor the Service Company. This 
ratio will be determined annually or at such time as may be required due to a significant change. 

Number of Personal Computer Work Stations Ratio 

A ratio, based on the total number of applicable personal computer work stations at the end of a recent month in the preceding 
twelve consecutive month period, the numerator of which is for a Client Company or Service Company Function and the 
denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, 
where applicable) andor the Service Company. This ratio will be detemined annually or at such time as may be required due to 
a i f i c a n t  change 

16. 

17. 

18. 

Number of Information Systems Servers Ratio 

A ratio, based on the total number of applicable servers at the end of a recent month in the preceding twelve consecutive month 
period, the numerator of which is for a Client Company or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the 
Service Company. This ratio will be detemiined annually or at such time as may be required due to a significant change. 

Total Property, Plant and Equipment Ratio 

A ratio, based on the total applicable Property, Plant and Equipment balance (net of accumulated depreciation and amortization) 
for the preceding year, the numerator of which is for a Client Company and the denominator of which is for all Client Companies 
(and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be deterniined 
annually or at such time as may be required due to a significant change. 

Generating Unit MW Capability Ratio 

A ratio, based on the total applicable installed megawatt capability for the preceding year, the numerator of which is for a Client 
Company and the denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and 
non-domestic utility affiliates, where applicable). This ratio will be determined annually or at such time as may be required due 
to a significant change. 

In addition to the individual methods listed above, combinations of above methods will be used. The most widely used ones are I 9  
(weighted averaged of the number of customers ratio and the number of employees ratio) and 20 ( thee factor ratio). Other combined 
methods used but not limited to are weighted average circuit miles of electric transmission lines ratio and electric peak load ratio as 
well as weighted average of circuit miles of electric distribution lines ratio and the electric peak ratio. 

19. Weighted Average of the Number of Customers Ratio and the Number of Employees Ratio 

The Service Company Function that utilizes this allocation i s  Public Affairs. 

A ratio, based on the weighted average of the Number of Customers Ratio (50%) and the Nuniber of Employees Ratio (50%). 

For the Number of Employees: applicable number of employees at the end of a recent month in the preceding twelve 
consecutive month period, the numerator of which is for a Client Company or Service Company Function and the denominator of 
which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where 

-.- [ FERC FORM 60 (NEW 12-05) 402.3 1 



This Report is: 
(1 ) X An Original 
(2) __ A Resubmission 

Schedule XXI - Methods of Allocation 
~ _ 1  

applicable) andor the Service Company. This ratio will be determined annually, or at such time as may be required due to a 
significant change. 

For the Number of Customers: based on the sum of the applicable domestic firni electric customers (and/or gas customers, 
where applicable) at the end of a recent month in the preceding twelve consecutive calendar month period, the numerator of which 
is for a Client Company and the denominator of which is for all doniestic utility Client Companies (and Duke Energy 
Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be detemined annually, or at such 
tinie as may be required due to a significant change. 

20. Weighted average of the Gross Margin Ratio, Labor Dollars Ratio, and Total Property, Plant and Equipment Ratio 
(Three Factor Formula) 

‘The Service Conipany Functions that utilizes the Three Factor Fomiula Ratio are: 
Information Systems 
Transportation 
Accounting 
Public Affairs 
Legal 
Executive 
Finance 
Internal Auditing 
Environmental Health and Safety 
Investor Relations 
Planning 
Facilities Rate of Return Allocation 

A Ration based on the weighted average of Gross Margin Ration (33%), Labor Dollars Ratio (33%), and Property Plant and 
Equipment Ratio (34%). 

For the Gross Margin Ratio: based on the total applicable gross margin for a preceding twelve consecutive calendar month 
period, the numerator of which is for a Client Company and the denominator of which is for all Client Companies (and Duke 
Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable). This ratio will be deterniined annually or 
at such time as may be required due to a significant change. 

For the Labor Dollars Ratio: based on the total applicable labor dollars for a preceding twelve consecutive calendar month 
period, the numerator ofwhich is for a Client Conipany or Service Company Function and the denominator of which is for all 
Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, where applicable) and/or the 
Service Company. This ratio will be deternuned annually or at such time as may be required due to a significant change. 

For the Property, Plant and Equipment Ratio: based on the total applicable Property, Plant and Equipment balance (net of 
accuniulated depreciation and amortization) for the preceding year, the numerator of which is for a Client Company and the 
denominator of which is for all Client Companies (and Duke Energy Corporation’s non-utility and non-domestic utility affiliates, 
where applicable). This ratio will be determined annually or at such time as may be required due to a significant change 
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