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divesting or changing the nature of some of our foreign utility holdings,
including some facilities acquired in our westcocast purchase.

Existing regu]ations may be revised or reinterpreted, new laws and
regulations may be adopted or become applicable to us or our facilities, and
future changes in laws and regutlations may have a detrimental effect on our
business. Certain restructureg markets have recently experienced supply problems
and price volatility. These supply problems and voTati1itK have been the subject
of a significant amount of press coverage, much of which has been critical o
the restructuring initiatives. In some of these markets, including california,
proposals have been made by governmental agencies and other interested parties
to re-regulate areas of these markets which have ?revious1y been deregulated. we
cannot assure you that other proposals to re-regulate will not be made or that
Tegislative or other attenticn to the electric power restructuring process will
not cause the deregulation process to be delayed or reversed. If the current
trend towards competitive restructuring of the wholesale and retail power
markets is reversed, discontinued or delayed, our business models may be
inaccurate and we may face difficulty in growing our business and generating
revenues 1n accordance with our current business plans.

The FERC has proposed to broaden its regulations that restrict relations
between jurisdictional electric and natural gas companies, or "jurisdictional
companies,” and marketing affiliates. The proposed
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rules would Timit communications between a jurisdictional company and all our
affiliates engaged in energy activities, The rulemaking is pending at the FERC
and the precise scope and effect of the rule is unclear. If adopted as proposed,
the rule could adversely affect our ability to coordinate and manage our energy
activities.

OUR SALES MAY DECREASE IF WE ARE UNABLE TO GAIN ADEQUATE, RELIABLE AND
AFFORDABLE ACCESS TO TRANSMISSION AND DISTRIBUTION ASSETS DUE TO THE FERC AND
REGIONAL REGULATION OF WHOLESALE MARKET TRANSACTIONS FOR ELECTRICITY AND GAS.

We depend on transmission and distribution facilities owned and operated by
utilities and other energy companies to deliver the electricity and natural gas
we sell to the wholesale market, as well as the natural gas we purchase to
supply some of our eleciric generation facilitvies. If transmission is disrupted,
gf éf cgpacity is inadequate, our ability to sell and deliver products may be

indered.

The FERCU has issued power transmission regulations that require wholesale
electric transmission services to be offered on an open-access,
non-discriminatory basis. Although these regulations are designed to encourage
competition in wholesale market transactions for electricity, some companies
have failed to provide fair and equal access to their transmission systems or
have not provided sufficient transmission caﬁacity to enable other companies to
transmit electric power. We cannot predict whether and to what extent the
industry will comply with these initiatives, or whether the regulations will
fully accomplish their cbjectives. In addition, other companies' ability to
access and compete for ocur existing "native-load" transmission customers may
negatively affect our business leading to declining prices for transmission
services as a result of this competition.

In addition, the independent system operators who oversee the transmissian
systems in regional power markets, such as California, have in the past been
authorized to impose, and may continue to impose, price limitations and other
mechanisms to address velatility in the power markets. These types of price
lTimitations and other mechanisms may adversely impact the profitability of our
wholesale power marketing and trading. Given the extreme volatility and lack of
meaningful Tong-term price history in many of these markets and the imposition
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of price limitations by regulators, independent system operators or other market
operators, we can offer no assurance that we will be able to operate profitably
in all wholesale power markets.

IN THE FUTURE, WE MAY NOT BE ABLE TQ SECURE LONG-TERM PURCHASE AGREEMENTS
FOR OUR POWER GEMERATION FACII ITIES, AND OUR EXISTING POWER PURCHASE AGREEMENTS
MAY NOT BE ENFORCEABLE, EITHER OF WHICH WOULD SUBJECT OUR SALES TO INCREASED
VOLATILITY.

Historically, power from generation facilities has_been sold under
Tong-term ?ower ?urchase agreements pursuant to which all energy and capacity
was generally sold to a single party at fixed prices. Because of changes in the
industry, the percentage of facilities with these types of long-term power
purchase agreements has decreased, and it is Tikely that most of our facilities
will operate without these agreements. without the benefit of long-term power
purchase agreements, we cannot assure you that we will be able to sell the power
generated by our facilities or that our facilities will be able to operate
profitably.

Recently, some entities have brought litigation or regulatory proceedings
aimed at forcing the renegotiation or termination of power purchase agreements
requiring payments to owners of generating facilities that are qualifying
facilities under PURPA. Many qua?ifying facilities sell their electric outpui to
utilities and other entities pursuant to lTong-term contracts at prices that are
hased upon the incremental cost that, at the time of contracting, it was
estimated that it would cost the utility or entity to generate or purchase the
power from another source. In some cases, these prices are now substantially in
excess of market prices. In addition, in the future, utilities and other
entities, with the approval of federal or state regulatery authorities, could
seek to abrogate their existing power purchase agreements with qualifying
facilities or with other power generators. Some of our power purchase agreements
for power generated from our independent power projects and generation assets
could be subject to similar efforts by the
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entities who contract to purchase power from our facilities. If those efforts
were to be successful, our sales could decrease or be subject to increased
volatility.

THE DIFFERENT REGIONAL POWER MARKETS IN WHICH WE COMPETE OR WILL COMPETE IN
THE FUTURE HAVE CHANGING REGULATORY STRUCTURES, WHICH COULD AFFECT OUR GROWTH
AND PERFORMANCE IN THESE REGIONS.

our results are likely to be affected by differences in the market and
transmission regulatory structures in various regional power markets. Problems
or delays that may arise in the formation and operation of new regional
transmission organizations, or RTOs, may restrict our ability to sell power
produced by our generating capacity to certain markets if there is insufficient
transmission capacity otherwise available. The rules governing the various
regional power markets may also change from time to time which could affect our
costs or revenues. Because it remains unclear which companies will be
participating in the_various regional power markets, or how RTOs will develop or
what regions they will cover, we are unable to assess fully the impact that
these power markets may have on our business.

Currently, Franchised Electric operates with exclusive rights to supply
electricity in a franchised service territory of 22,000 square miles in North
Carolina and south carolina. our fimancial performance in our franchised service
territory is likely to be affected by differences in the market and regulatory
structures in various regional power markets. Problems that may arise in the
formation and operation of new RTOs, may result in delayed or disputed
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collection of revenues, The rules governing the various regional power markets
may also change from time to time which could affect our costs or revenues.
Because it remains unclear which companies will be participating in the various
regional power markets, or how RTOs will develop or what regions they will
cover, we are unable to assess fully the impact that these power markets may
have on our business.

THE RECENTLY ENACTED RATE FREEZE AFFECTING OUR NORTH CAROLINA UTILITY WILL
LIMIT OQUR ABILITY TO PASS DN TO OUR CUSTOMERS OUR COST OF PRODUCING ELECTRICITY.

In June 2002, the State of North Carolina passed new clean air legislation
that freezes electric utility rates from June 20, 2002 to December 31, 2007, €n
order for North carolina etectric utilities, including Duke Energy, to make
significant reductions in emissions of sulfur dioxide and nitrogen oxides from
the state's coal-fired power plants over the next ten years. We estimate the
cost of achijeving the proposed emission reductions to be approximately 3$1.5
billion. while we expect to recover 70% of the total estimated costs of plant
improvements through the terms of the legislation, there is no guarantee that we
will recover such amount. In addition, it is uncliear how the NCUC will determine
how any remaining costs will be recovered. As a result of the rate freeze, we
will be Timited in the amount of revenue our North Carolina utility generates in
relation to operational costs and the amount of recovery for our costs of
emission reductions.

GAS

OUR GAS TRANSMISSION AND STORAGE CPERATIONS ARE SUBJECT TO GOVERNMENT
REGULATIONS AND RATE PROCEEDINGS THAT COULD HAVE AN ADVERSE IMPACT ON OUR
ABILITY TO RECOVER THE COSTS OF OPERATING OUR PIPELINE FACILITIES.

our U.S. interstate gas transmission and storage operations conducted
through Duke Energy Gas Transmission Corporation ang its subsidiaries are
subject to the FERC's rules and regulations in accordance with the Natural Gas
Act of 1938 and the Natural Gas Pu?icy Act of 1978. The FERC's regulatory
authority extends to: '

- transportation of natural gas,

- rates and charges;

- construction;

- acquisition, extension or abandonment of services or facilities;

- accounts and records;
5-13
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- depreciatjon and amortization policies; and
- operating terms and conditions of service.

The FERC has taken certain actions to strengthen market forces in the
natural gas pipeline industry which has Ted to increased competition throughout
the industry. In a number of key markets, interstate pipelines are now facing
competitive pressure from other major pipeline systems, enabling local
distribution companies and end users to choase a supplier or switch suppliers
based on the short-term price of gas and the cost of transportation.

. In 2000, the FERC issued Order 637, which sets forth revisions to its
policies_governing the regulation of interstate natural gas pipelines. Some of
our R1pe]1ne_and storage companies were ameng several parties who filed appeals
in the District of Columbia Circuit Court of Appeals seeking court review of
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various aspects of the order. Based on the court's order, FERC issued an interim
policy on certain of the issues remanded by the court and has requested comments
on the remanded issues. we have filed comments with the FERC, and the marter is
now pending before the FERC. we made an Order 637 compliance filing with the
FERC during 2001. The FERC issued orders approving, subject to modifications,
the pro forma tariff sheets submitted by us. However, we have filed for .
rehear1ng of the order with respect to certain issues, The matter is now pending
before the FERC. Given the extent of the FERC's regulatory power, we cannot give
any assurance regarding the likely regulations under which we will operate our
natural gas transmission and sterage gusiness in the future or the effect of
regulation on our financial position and results of operations. In addition, the
FERC has proposed to broaden its regulations on jurisdictional companies, as
described above. The proposed rules would 1imit communications between a
jurisdictional company and all our affiliates engaged in ener¥y activities. The
rulemaking is pending at the FERC and the precise scope and effect of the rule
is unclear. If adopted as proposed, the Pqu could adversely affect our ability
to coordinate and manage our energy activities.

Texas Eastern and Algonquin currently have in effect rate settlements
approved by FERC which prevent those companies or third parttes from modifying
Texas Eastern and Algonquin's rates, except for certain allowed adjustments.
These settlements do not preclude the FERC from taking action on its own to
modifz the rates. The Texas Eastern settlement will expire on December 31, 2003
and the Algonguin settlement will expire on May 1, 2003, at which time the
companies or third parties may institute actions at the FERC to modify the
companies' rates. It is not possible to determine at this time whether any such
actions would be instituted or what the outcome would be but such proceedings
could result in either Texas Eastern or Algonquin being reguired to adjust its
rates.

POSSIBLE CHANGES AND DEVELOPMENTS IN THE CANADIAN REGULATORY ENVIRONMENT
COULD RESULT IN A NEGATIVE IMPACT ON WESTCOAST'S BUSINESS AND OPERATIONS.

Through the acquisition of Westcoast, we_added a significant network of
mostly Canadian-based natural gas assets, inciuding transmission pipeline,
gathering and processing facilities, storage facilities and distribution
systems. The majority o% these assets are subject to various degrees of
regulation. Currently, Westcoast's interprovincial gathering, processing and
transmission facilities and operations, are regulated by the National Energy
Board and its storage and distribution facilities and operations are regulated
by various provincial regulataory authorities. Changes in the regulation of
westcoast's facilities and operations may be beyond its control and may impact
its capacity to conduct its Eusiness effectively and sustain or increase
profitability. Furthermore, as the regulatory environment within which westcoast
conducts its business and operates its facilities continues to evoive from a
traditional cost recavery model to a more competitive, market-based approach,
there is increasing competition among pipeline companies. we cannot predict the
timing or scope of these changes and developments in the regulatory environment
or the impact they may ultimately have on westccast's business and operations.

A toll settlement approved by the National Ener?y Board establishes methods
for setting westcoast's revenue requirements and tolls for transmission services
for a two-year period ending December 31, 2003. Upon its expiration, westcoast
may renegotiate the toll settiement and/or apply te the National Energy
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Board to modify its tolls. It is not possible to predict the impact of these
alterpative courses of action on Westcoast's tolls for transmission services.

westcoast's southern mainline and the Fort Nelson mainline systems are
currently fully contracted. The Fort St. John mainline continues to be
Fage 18
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under-utilized by approximately 159 MMcF per day or 24% of its total
contractible capacity. shippers with firm transmission service that expires on
october 31 of any year may give notice to westcoast, prior to September 30 of
the previous year, to renew such service effective November 1. Approximately 53%
by volume of transmission service on the southern mainline and 40% by volume of
transmission service on the northern mainline is subject to renewal effective
November 1, 2003 and the balance at varying times thereafter.

Abori?inal groups have claimed aboriginal and treaty rights over a
substantial portion of the lands on which westcoast's facilities in British
Columbia and Alberta and the gas supply areas served by those facilities are
located. The existence of these claims, which range from the assertion of rights
of Timited use up to aboriginal title, has given rise to some uncertainty
regarding access to public lands for future development purposes.

RISKS RELATED TO QOUR BUSINESS GENERALLY AND CUR INDUSTRY
ENVIRONMENTAL REGULATION AND LIABILITY

OUR BUSINESS WILL BE SUBJECT TO ENVIRONMENTAL LEGISLATION IN ALL
JURISDICTIONS TN WHICH IT OPERATES AND ANY CHANGES IN SUCH LEGISLATION COULD
NEGATIVELY AFFECT THE RESULTS OF OPERATIONS.

Our operations are subject to extensive environmental regulation pursuant
to a variety of U.S., Canadian, and other federal, provincial, state and
municipal laws and regulations. Such environmental legislation imposes, amonﬂ
other things, restrictions, liabilities and cobligations in connection with the
ﬁeneration, handling, use, storage, transportation, treatment and disposal of

azardous substances and waste and in connection with spills, releases and
emissions of various substances into the environment. Environmental Tegislation
also requires that our facilities, sites and other properties associated with
pur operations be operated, maintained, abandoned and reclaimed te the
satisfaction of applicable regulatory authorities.

Existing environmental regulations could also be revised or reinterpreted,
new laws and regulations could be adopted or become applicable to us or our
facilities, and future changes in environmental laws and regulations could
occur. The federal government and several states recently have proposed
increased environmental regulation of many industrial activities, including
increased regulation of air quality, water guality and solid waste management.
For example, the u.s. Environmenta¥ Protection Agency has recently promulgated
more stringent air _guality standards for particulate matter emitted from power
plants and is developing new policies concerning the protection of endangered
species and sediment contamination based on new interpretations of the Clean
water Act. with the trend toward stricter standards, greater regulation, more
extensive permit requirements and an increase in the number and types of assets
operated by us subject to environmental regulation, we expect our environmental
expenditures to be substantial in the future.

Compliance with environmental legislation can require significant
expenditures, including expenditures gor clean up costs and damages arising out
of contaminated properties and faijlure to comply with envirommental legislation
may result in the imposition of fines and penalties. The steps we take to bring
our facilities into compliance could be prohibitively exeensive, and we may be
required to shut down or alter the operation of our faciiities, which may cause
us to incur losses. Further, our regulatory rate structure and our contracts
with clients may not necessarily allow us to recaver capital costs we incur to
comply with new environmental regulations such as the rate freeze being imposed
b¥ the NCUC. Also, we may not be able to ebtain or maintain from time to time
all reguired environmental regulatory approvals for certain development
projects. If there is a delay in obtaining any reguired environmental regulatory
approvals or if we fail to ogtain and comply with them, the operation of our
facilities could be prevented or hecome subject to additional costs. Should we
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fail to comply with all applicable environmental laws, we
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may be subject to penalties and fines imposed against us by regulatory
authorities. although it is not expected that the costs of comp1¥1ng with
current environmental legislation will have a material adverse effect on our
fipancial condition or results of operations, no assurance can be made that the
costs of complying with environmental legislation in the future will not have
such an effect.

WE COULD INCUR MATERIAL LOSSES IF WE ARE HELD LIABLE FOR THE ENVIRONMENTAL
CONDITION OF ANY OF QUR ASSETS.

we are generally responsible for all on-site Tiabilities assaciated with
the environmental condition of our power generation facilities and natural gas
assets which we have acquired or developed, regardless of when the 1iabilities
arose and whether they are known or unknown. In addition, in connection with
certain acquisitions and sales of assets, we may obtain, or be reguired to
provide, indemnification against certain environmental Jiabilities. 1f we incur
a material 1iability, or the other party to a transaction fails to meet its
indemnification obligations to us, we could suffer material losses.

ACCOUNTING POLICY RISKS

POTENTIAL CHANGES IN ACCOUNTING PRACTICES FOR THE ENERGY INDUSTRY MAY CAUSE
US TO REVISE OUR FINANCIAL DISCLOSURE IN THE FUTURE, WHICH MAY CHANGE THE WAY
ANALYSTS MEASURE QUR BUSINESS OR FINANCIAL PERFORMANCE.

Recently discovered accounting irregularities in various industries have
forced regulators and Tegislators to take a renewed look at accounting
practices, financial disclesures, companies' relationships with their
independent auditors and retirement plan practices. while it is still unclear
what laws or reguiations will develop, we cannot predict the uitimate impact of
any future changes in accounting regulations or practices in general wit
respect to public companies or the energy industry or in our oparations
specifically.

In addition, new accounting standards could be enacted by the Financial
Accounting Standards Board or the SEC which could impact the way we are required
to record revenues, assets and liabilities. For instance, SFAS No. 143,
"Aaccounting for Asset Retirement Obligations," which we must implement by
January 1, 2003, will require that the fair value of a Tiability for an asset
retirement obligation be recognized in the period in which it is incurred, if a
reasonable estimate can be made. Such change in recognition could lead to an
increase in our Tiabilities related to certain assets, therefore reducing our
overall reported assets. Other future changes in accounting standards could Tead
to negative impacts on reported earnings or increases in liabilities which in
turn could affect our reported results of operations.

FINANCING RISK

OUR BUSINESS IS DEPENDENT ON OUR ABTLITY TO SUCCESSFULLY ACCESS CAPITAL
MARKETS. OUR INABILITY TO ACCESS CAPITAL MAY LIMIT OUR ABILITY TO EXECUTE OUR
BUSINESS PLAN OR PURSUE IMPROVEMENTS.

We rely on access to both short-term money markets and Tonger-term capital
markets as a source of liguidity for capital reguirements not satisfied by the
cash flow from our operations. If we are not able to access capital at
competitive rates, our ability to implemant our strategy will be adversely
affected. Certain market disruptions or a down?rade of our credit rating may
increase our cost of barrowing or adversely affect our ability to access one or
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more financial markets, Such disruptions could include;

- further economic downturns;

- the bankruptcy of an unrelated energy company;
- capital market conditions generally;

- market prices for electricity and gas;

- terrorist attacks or threatened attacks on our facilities or unrelated
energy companies; or

- the averall health of the utility industry.

Restrictions on our ability to access financial markets may affect our
ability to execute our business plan as scheduled. An inability to access
caﬂita1 may limit our ability to pursue improvements or acquisitions that we may
otherwise rely on for future growth.
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INCREASES IN OUR LEVERAGE COULD ADVERSELY AFFECT OUR COMPETITIVE POSITION,
BUSINESS PLANNING AND FLEXIBILITY, FINANCIAL CONDITION, ABILITY TO SERVICE OUR
DEBT OBLIGATIONS AND TO PAY DIVIDENDS ON OUR COMMON STOCK, AND ABILITY: TO ACCESS
CAPITAL ON FAVORABLE TERMS.

our cash requirements arise primarily from the capital intensive mature of
our electric utilities, as well as the expansion of our diversified businesses.
In addition to operating cash flows, we rely heavily on our commercial paper and
Tong-term debt. Our credit Tines impose various limitations that could impact
our Tiquidity and result in a material adverse impact on our business strategy
and our ongoing financing needs. Changes in economic conditions could result in
higher interest rates, which would increase our interest expense on our floating
rate debt and reduce funds available to us for our current plans. Additicnalily,
an increase in our leverage could adversely affect us by:

- increasing the cost of future debt financing;

- prohibiting the payment of dividends on our common stock or adversely
impacting our ability to pay such dividends at the current rate;

- making it more difficult for us to satisfy our existing financial
obligations;

- limiting our ability to obtain additional financing, if we need it, for
working capital, acguisitions, debt service requirements or other
purposes;

~ increasing our vulnerability to adverse economic and industry conditions;

- requiring us to dedicate a substantial portion of our cash flow from
operations to payments on our debt, which would reduce funds available to
us for operations, future business opportunities or other purposes; and

= Timiting our flexibility in planning for, or reacting to, changes in our
business and the industry in which we compete.

A DOWNGRADE IN QUR CREDIT RATING COULD NEGATIVELY AFFECT QUR ABILITY TQ
ACCESS CAPITAL AND/OR TO OPERATE OUR POWER AND GAS TRADING BUSINESSES.

Standard & Poor's Ratings Group, a division of The McGraw-Hi1l Companies,
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Inc., and Moody's Investors Service, InC. rate our semior, unsecured debt at A
and Al, respectively, with our Moady's rating on review for potential downgrade.
If Moody's or Standard & Poor's were to downgrade our long-term rating,
particularly below investment grade, our borrowing costs would increase which
would diminish our financial results. In addition, we would Tikely be reguired
to pay a high interest rate in future fipancings, and our potential pool of
investors and funding sources would likely decrease. Further, if our short-term
rating were to fall ge1ow A-1 or P-1, the current ratings assigned by sStandard &
Poor's and Moody's, respectively, it would significantly Timit our access to the
commercial paper market.

our power and gas trading businesses rely on our investment grade ratings.
Most of our counterparties regquire the creditworthiness of an investment grade
entity to stand behind transactions. If our ratings were to decline below
investment grade, our ability to profitably operate our power and gas trading
businesses would be diminished because we would likely have to deposit
cellateral of cash or cash related instruments which would reduce cur profits.

OPERATIONAL RISKS

IF WE DO NOT SUCCESSFULLY INTEGRATE RECENTLY ACQUIRED OR NEW ASSETS INTO
OUR OPERATIONS, WE MAY INCUR SIGNIFICANT EXPENSES ANP LOSSES.

we may not be able to successfully or profitably integrate, operate,
maintain and manage our recently acquired or developed assets in a competitive
environment. Our ability to successfully integrate acquired assets into our
operations, such as westcoast, will depend on, among other things, the adequacy
of our impiementation ptans and the ability to achieve desired operating
efficiencies. successful business combinations require management and other
personnel to devote significant amounts of time to integrating the acquired
business with existing operations. These efforts may distract their attrention
from day-to-day business, the development or acquisition of new properties and
other business opportunities. Unexpected
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costs or challenges may also arise whenever businesses with different operations
and management are comgined. we will experience increased costs and losses on
our investments if we are unable to successfully integrate new assets into our
operations.

QUR INVESTMENTS AND PROJECTS LOCATED OUTSIDE OF THE UNITED STATES EXPOSE US
TO RISKS RELATED TO LAWS OF OTHER COUNTRIES, TAXES, ECONOMIC CONDITIONS,
FLUCTUATIONS IN CURRENCY RATES, POLITICAL CONDITIONS AND POLICIES OF FOREIGN
GOVERNMENTS. THESE RISKS MAY DELAY OR REDUCE CUR REALIZATION OF VALUE FROM OUR
INTERNATIONAL PROJECTS.

we currently own and may acgquire and/or dispese of material energy-related
investments and projects outside the United States. The economic and political
conditions in certain countries where we have interests or in which we may
ex?1ore development, acquisition or investment oppartunities present risks of
delays in construction and interruption of business, as well as risks of war,
expropriation, nationalizaticn, renegotiation, trade sanctions or nullification
of existing contracts and changes in law or tax policy, that are greater than in
the uUnited States. The uncertainty of the legal environment in certain foreign
countries in which we develop or acquire projects or make investments could make
it more difficult to obtain non-recourse project or other financinﬁ on suitable
terms, could adversely affect the ability of certain customers to honor their
obligations with respect to such prejects or investments and could impair our
ability to enforce our rights under agreements relating to such projects or
investments.
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Operations in foreign countries also can Eresent currency exchange rate and
convertibility, inflation and repatriation risk. In certain conhditions under
which we develop or acguire projects, or make investments, economic and monetary
conditions and other factors could affect our ability to convert our earnings
denominated in foreign currencies., In addition, risk from fluctuations in
currency exchange rates can arise when our foreign subsidiaries expend or bhorrow
funds in one type of currency but receive revenue in another. In such cases, an
adverse change in exchange rates can reduce our ability to meet_expenses,
including degt service obligations. Foreign curreacy risk can also arise when
the revenues received by our foreign subsidiaries are not in U.S, dollars. In
such cases, a strengthening of the v.s. doliar could reduce the amount of cash
and income we receive from these foreign subsidiaries. while we believe we have
hedges and contracts in place to mitigate our most significant short-term
foreign currency exchange risks, our hedges may not_be sufficient or we may have
some exposures that are not hedged which could result in losses or velatility in
our revenues.

THE LONG-TERM FINANCIAL CONDITION OF OUR U.S. AND CANADIAN NATURAL GAS
TRANSMISSION BUSINESSES ARE DEPENDENT ON THE CONTINUED AVAILABILITY OF NATURAL
GAS RESERVES.

The development of additional natural gas reserves_requires si?nificant
capital expenditures by others for exploration and development drilling and the
instaltation of production, ?athering, storage, transportation and other
facilities and permit natural gas to be produced and delivered to our pipeline
systems. Low prices for natural gas, reguiatory limitations, or the lack of -
available_capital for these projects could adversely affect the_development of
additional reserves and production, gathering, storage and pipeline transmission
and impert and export of natural ?as supplies. Additional natural gas reserves
may not be developed in commercial quantities and in sufficient amounts to fill
the capacities of our pipeline systems.

GATHERING, PROCESSING AND TRANSPORTING ACTIVITIES INVOLVE NUMEROUS RISKS
THAT MAY RESULT IN ACCIDENTS AND OTHER OPERATING RISKS AND COSTS.

There are inherent in our gas gathering, processing and transporting
properties a variety of hazards and operating risks, such as teaks, explosions
and mechanical problems, that could cause substantial financial losses. In
addition, these risks could result in loss of human Tife, significant damage to

roperty, environmental poliution, impairment of our operations and substantial
osses to us. In accordance with customary industry practice, we maintain
insurance aﬁainst some, but not all, of these risks and losses. The occurrence
of any of these events not fully covered by insurance could have a material
adverse effect on our financial position and results of operations. The location
of pipelines near populated areas, including residential areas, commercial
business centers and industrial sites, could increase the Tevel of damages
resulting from these risks.
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WE ARE SUBJECT TO THE RISKS OF NUCLEAR GENERATION.

. Our three nuclear stations, Oconee, Catawba and McGuire subject us to the
risks of nuclear generation, which include:

- the potential harmful effects on the environment and human health
resulting from the o?erat1on_of nuclear facilities and the storage,
handling and disposal of radioactive materials;

- Vimitations on the amounts and types of insurance commercially available
todcover losses that might arise in connection with nuclear operations;
an
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- uncertainties with respect to the technological and financial aspects of
decommissioning nuclear plants at the end of their 1icensed lives.

The Nuclear Regulatory Commission has broad authority under federal law to
impose 11cen51n? and safety-related requirements for the operation of nuclear
generation facilities. In the event of non-compliance, the Nuclear Regulatory
Cammission has the authority to impose fines or shut down a unit, or_both,
depending upon its assessment of the severity of the situation, until compliance
is achieved. Revised safety requirements promu]gated by the Nuclear Regulatory
Commission could necessitate substantial capital expenditures at our nuclear
plants. In addition, although we have no reason to anticipate a serious nuclear
incident, 1f an incident did occur, it could have a material adverse effect on
our results of operations or financial condition. Furthermore, the
non-compliance of other nuciear facilities operators with applicable re?ulations
or the occurrence of a serious nuclear incident at other facilities could result
in increased regulation of the industry as a whole, which could then increase
our compliance costs and impact the results of operations of cur facitities.

FIELD SERVICES ACCOUNTING ADJUSTMENTS IN 2002 COULD AFFECT OUR RESULTS OF
OPERATIONS.

Field services has been conducting an internal review of various balance
sheet accounts and anticipates completing this review by December 31, 2002. As
previously disclosed, this review has already resulted in Field Services booking
reserves for gas imbalances, making adjustments to gas inventories and recording
other miscellaneous charges of $13 mi1%i0n in the first guarter of 2002 and 334
million in the second quarter of 2002. Field Services anticipates additional
adjustments could be required prior to the end of 2002. Aalthough the effect of
these adjustments has not yet Been determined, based on the facts known today,
any such adjustments are not expected to be material to Duke Energy Corporation.
The imﬁact to us_of these adjustments would reflect our approximate 70%
ownership of Field services.

RECENT TERRORIST ACTIVITIES AND THE POTENTIAL FOR MILITARY AND OTHER
ACTIONS COULD ADVERSELY AFFECT OUR BUSINESS.

on September 11, 2001, the United States was the target of terrorist
attacks_of unprecedented scope. The continued threat of terrorism and the impact
of retaliatory military and other action by the United States and its allies may
tead to increased political, economic and fipancial market instability and
volatility in prices for natural gas which could affect the market for our gas
operations. In addition, future acts of terrorism could be directed against
companies operating in the United States. In particular, nuclear generation
facilities such as our nuctear plants could be potential targets of terrorist
activities. These developments have subjected our operations to increased risks
and, depending on their ultimate magnitude, could have a material adverse effect
on our business. In particular, we may experience increased capital or operating
costs to implement increased security for our plants, inc]uding our nuclear
power plants under the Nuclear Regulatory Commission’s design asis threat
requirem$nts, such as additiomal physica% plant security and additional security
personnel.

The insurance industry has also been disrupted by these events. As a
result, the availability of insurance covering risks we and our competitors
tgpwga11y insure against may decrease. In addition, the insurance we are able to
obtain may have higher deductibles, higher premiums and more restrictive policy
terms.
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USE OF PROCEEDS
Page 24



DUX Equity 9_2002.txt

our net proceeds from the sale of shares of our common stock +in this
offering are estimated to be approximately 3974 million (approximate1¥ $1.120
billion if the underwriters' over-allotment option is exercised in full) after
deducting underwriting discounts and commissions and estimated offering expenses
payable gy us, we expect to use the net proceeds from the offering of common
stock primarily to make a capital contrigutﬁon to Duke Capital Corporation so
that Duke Capital can repay outstanding commercial paper which originally was
issued to fund a portion of the cash consideration paid in the acquisition of
westcoast. At September 20, 2002, Duke Capital had approximately $1.528 billion
of commercial paper outstanding which had a weiﬁhted average interest rate of
1.96% and maturities of approximately four months or less.
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PRICE RANGE OF COMMON STOCK
our common stock trades on the New york Stock Exchange, or NYSE, under the

symbol "DUK." The following table sets forth on a per share basis the high and
Tow intra-day prices for our common stock for the periods indicated.

<Table>
<Captiom

COMMON STOCK

PRICE

HIGH LOw
<S> <C> <>
2000:
T S o o 10 - o f 1 $28.97 522.88
SeCONd QUANTEI . . .ttt it it s isnerenncareennnnennnnnannnnsn 31.38 25.94
Third QUarter. ... ..ttt e iseacnnnarroncaranannsanen-- 43.69 28.22
FOURTh QUAPTer. ..t it ie it et imcrrnasas s amanaaransa 45.22 39.41
2001:
FAirst QUArTBI . .ttt r i v e ere s nnrrnnnnnsnsnssnnssnsrrnsssennsses 40.40 32.12
SeCONT QUAN TR . .t ittt ettt ettt tvmssosasnnmnsannnraanannn 39.20 29.09
Third QUArEBr . . . ittt it e i rmsrrnaenesnsnmetenonernersnns 42_85 34,39
FOUPTH QUAPRTEI . o ittt ittt ti it tnacsnsonrsnaneanasoanansnstossse 41.35 32.22
2002:
FIrST QUAPTBI . ot r vt st st nnnronnassonsnnssnsnsortrennsrensrrs 40.00 31.99
SECONE QUANT B . f ittt ittt imasraae s raaarsnnssascanaasnasasnn 39.60 Z28.50
Third Quarter (through September 25, 2002)........ccvvnn.ts 31.10 17.81
</Table>

The reported last sale price of our common stock on September 25, 2002 on
the NYSE was $18.35 per share. As of August 31, 2002, there were approximately
149,142 holders of record of our common steack.

DIVIDENDS

we have paid cash dividends on our common stock without interruption since
1926. we paid a 2uarter1y dividend of $0.275 per share in each of 2000 and 2001
and each of the first, second and third quarters of 2002. Future dividends will
depend upon our future earnings, financial conditicn and cther factors affecting
dividend policy.

we have an InvestorDirect Choice Plan pursuant to which holders of our
common stock may automatically reinvest their common stock dividends in shares
of our common stock. Holders who become participants in the plan may alse make
optional cash payments (not wore than $100,000 per calendar year) to be invested
in shares of our common stock. rFor information concerning the InvestorDirect
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Choice Plan, write us at Duke Energy Corporation, Investor Relations Department,
P.0. Box 1005, charlotte, NC 28201-1005.
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CAPITALIZATION
The following table sets forth our capitalization as of June 30, 2002:
- on ah actual basis; and
- on an as adjusted basis to give effect to the sale of the 54,500,000
shares of our common stock in this offering and the application of the
net proceeds as described under "use of Proceeds".
you should read the information in this table together with our

consolidated financial statements and the related notes incorporated by
reference in this prospectus supplement and accompanying prospectus.

<Table:>
<Caption>
AS OF JUNE 30, 2002
ACTUAL AS ADJUSTED
{IN MILLIONS)
<5> <C> <C>
short-term debt, including commercial paper........vvvvvnee. $ 2,673 $ 1,609
Long-term debt, including current maturities:
First and refunding mortgage bonds..........coeii i 790 790
Other Tong-term debt......ov.iiiiiiiinsinnnsornsrorennnnns 3,665 3,665
Long-term debt of subsidiaries...........cciiinninnenannnn 14,882 14,882
Total Tong term debt. ... ... irnriieierrerrrasanranss 19,337 19,337
Guaranteed preferred beneficial interests in subordinated
notes of Duke Energy or subsidiaries.................c0uus 1,407 1,407
R e T o &V ) W= o =T 5 O 2,996 Z,996

Preferred_and preference stock, including current sinking
fund obligations:
with s1nk1nE fund requirements. ... .. ... ccovinieirennnnns 38 38
without sinking fund requirements.............cceviui.. 209 209
Total preferred stock, including current sinking fund
Lo+ T o T T 247 247
common stockholders' equitg:
Common stock, no par; 2 billion shares authorized;
832 million shares outstanding, actual and 887 million

shares outstanding, as adjusted..........ceevviiionnnnn 8,184 9,158
Retained @arnings. ... ..uviverinrerinnsrnnncranansrnrnnsnss 6,553 6,553
Accumulated other comprahensive inCOmMe. . ... vvaeerrerannn- 150 150

Total common stockholders’ equity.....cevvverirervnsnss 14,887 15,861

Total capitalization. .......ccvverenearennecennnas 341,547 $431,547
</Table> o o
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CERTAIN UNITED STATES TAX CONSEQUENCES TO NON-UNITED STATES HOLDERS

The following summary describes the material united States federal income
tax consequences of the ownership of common stock by a Non-united States Holder
{as defined below) as of the date hereof. This discussion does not address all
aspects of united States federal income taxes and does not deal with foreign,
state and local tax consequences that may be relevant to such Non-United States
Holders in 1light of their personal circumstances. Special rules may apply to
certain Non-United States Holders, such as certain United States expatriates,
"controlled foreign corporations,” "passive foreign investment companies,”
"foreign personal holding companies” and corporations that accumulate_earnings
to avoid United States federal income tax, that are subject to special treatment
under the Internal Revenue Code of 1986, as amended (the "Code"). Such
Non-United States Holders should consult their own tax advisors to determine the
United states federal, state, local and other tax consequences that may be
relevant to them. Furthermore, the discussion below is based ugon the provisions
of the Code, and regu1ations, rulings and judicial decisions thereunder as of
the date hereof, and such authorities may be repealed, revoked or modified so as
to result in United States federal income tax consequences different from those
discussed below,

If a partnership holds common stock, the tax treatment of a partner will
genera]]g depend on the status of the partner and the activities of the
partnership. Persons who are partners of partnerships holding common stock
should consult their own tax advisors.

As used herein, a "United States Holder" of common stock means a holder
that for uUnited States federal income tax purpases is (i) a citizen or resident
of the united states, (ii) a corporation or partnershi? created or organized in
or under the laws of the united States or any political subdivision thereof,
(iii) an estate the income of which is subject to united states federal income
taxation regardiess of its source or (iv) a trust if (1) it is subject to the
primary supervision of a court within the United States and one or more United
States persons have the authority to control all substantial decisions of the
trust or (2) it has a valid election in effect under apP1icable U.S. Treasury
regulations to be treated as a uUnited States person. A 'Non-United States
Holder” 1is a holder that is nat a united States Holder.

PERSONS COMSIDERING THE PURCHASE, OWNERSHIP OR DISPOSITION OF COMMON 5TOCK
SHOULD CONSULT THEIR QWN TAX ADVISORS CONCERNING THE UNITED STATES FEDERAL
INCOME TAX CONSEQUENCES IN LIGHT OF THEIR PARTICULAR SITUATIONS AS WELL AS ANY
CONSEQUENCES ARISING UNDER THE LAWS OF ANY OTHER TAXING JURISDICTION.

DIVIDENDS

Dividends paid to a Non-United States Holder of common stock generally will
be subject to withholding of United states federal income tax at a 30% rate or
such lower rate as may be specified by an applicable income tax treaty. However,
dividends that are effectively connected witg the conduct of a trade or business
by the Non-uUnited States Holder within the united States, and, where a tax
treaty applies, are attributable to a umited States permanent establishment of
the Non-United States Holder, are not subject to the withholding tax, but
instead are subject to United States federal income tax on a net income basis at
applicable graduated individual or corporate rates. Certain certification and
disclosure requirements must be satisfied in order for effectively connected
income to be exempt from withholding. Any such effectively connected dividends
received by a foreign corporation may be subject to an additional "branch
profits tax" at a 30% rate or such lower rate as may be specified by an
applicable income tax treaty.
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A Non-united States Holder of common stock who wishes to claim the benefit
of an applicable treat¥ rate (and avoid backup withholding as discussed below)
for dividends paid will be required (a) to complete Internal Revenue Service
("IRS") Form w-BBEN {(or other applicable form) and certify under penalties of
perjury that such holder is not a United states person or (b) if the common
stock 1s held through certain foreign intermediaries, to satisfy the relevant
certification requirements of applicable u.S. Treasury regulations. Special
certification ang other requirements apply to certain Non-United States Holders
that are entities rather than individua?s.
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. A Non-united states Holder of common stock eligible for a reduced rate of
United States withholding tax pursuant to an income tax treaty may obtain a
refundhof any excess amounts withheld by filing an appropriate claim for refund
with the IRS.

GAIN ON DISPOSITION OF COMMON STOCK

A_Non-united states Holder generally will not be subject to united States
federal income tax with respect to gain recognized on a sale or other
disposition of common stock unless {i) the gain is effectively connected with a
trade or business of the Non-United States Holder in the United States, and,
where a tax treaty applies, i5 attributable to a united States permanent
establishment of the Non-united States Holder, (ii) in the case of a Non-United
States Holder who is an individual and holds the common stock as a capital
asset, such holder is present in the uUnited States for 183 or more days in the
taxable year of the sale or other disposition and certain other conditions are
met, or (iii) we are or have been a "United States real property holding
corporation” for United States federal income tax purposes.

A Non-United States Holder described in clause (i} above will be subject to
tax on_the net gain derived from the sale under regular graduated United States
federal income tax rates, and, if it is a corporation, may be subject to the
branch profits tax on such gain at a 30% rate or such lower rate as may be
specified by an applicable income tax treatg. An individual Non-uUnited States
Holder described in clause (ii) above will be subject to a flat 30% tax on the
?a1n derived from the sale, which tax may be offset by U.S. source capital

osses)(even though the individual is not considered a resident of the United
States).

We have not determined whether we are a "United States real property
holding corporation” for united States federal income tax purposes. If we are or
become a United States real property ho1ding corporation, provided that the
common stock is regularly traded on an established securities market, only a
Non-United States Holder who actually or censtructively holds or held (at any
time during the shorter of the five-year period preceding the date of
disposition or the holder's holding period) more than five percent of the common
stock will be subject to United States federal income tax on the disposition of
the common stock.

FEDERAL ESTATE TAX

Common stock held by an individual Non-United States Holder at the time of
death will be included in such holder's gross estate for United States federal
estate tax purposes, untess an applicable estate tax treaty provides otherwise.

INFORMATION REPORTING AND BACKUP WITHHOLDING

we must report annually to the IRS and to each won-United States Holder the
amount of dividends paid to such holder and the tax withheld, if any, with
respect to such dividends, regardless of whether withhoiding was required.
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Copies of the information returns reporting such dividends and withholding may
also be made available to the tax authorities in the country in which the
Non-United States Helder resides under the provisions of an applicable income
tax treaty.

A Non-United States Holder will be subject to backup withholding unless
applicable certification reguirements are met.

Payment of the proceeds of a sale of common stock within the united States
or conducted through certain ¥.S.-related financial intermediaries is subject to
both backup withholding and information reporting unless the beneficial owner
certifies under penalties of perjury that it is a Non-united States Holder (and
the payor does not have actuaq knowledge or reason to know that the beneficial
owner is a United States person) or the holder otherwise establishes an
exemption.

Any amounts withheld under the backup withholding rules may be allowed as a
refund or a credit against such holder's United States federal income tax
Tiability provided the required information is furnished to the IRS.
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UNDERWRITING

Under the terms and subject to the conditions contained in an underwriting
agreement dated the date of this prospectus supplement, the underwriters named
below, for whom Morgan stanley & Co. Tncorporated is acting as representative,
have severally agreed to purczase, and we Eave agreed to sell to them,
severally, the number of shares of common stock indicated below:

<Table>
<Caption>

NUMBER OF
NAME SHARES
<S> <C>
Morgan Stanley & Co. Incorporated.......... Cirrerirren ey 21,810,900
Banc of America Securities LLC....... . vvvienrmnernnncesnnens 2,904,350
Deutsche Bank SecUrities INC. ....vevierennnronrrorroreranse 2,904,350
Goldman, 53chs & CO. ..ot ininnnnennnnnnns L ererrrrer s 2,904,850
J.P. Morgan Securities INC. ..., .ieiiiiinnetonrnnransannnnns 2,904,850
Salomon Smith Barney INC. .. .....veieeeersoracrrrscernnvraves 2,904,850
wachovia Securities, INC. . .vevrnrneinnrconsnnnarsns crhieene 2,904,850
ABN AMRO Rothschild LLC. ... ... . . i ittt iii e ieiann 1,635,000
CIBC WOrld Markets COPP. v eeenneesnnresosssranasannnssannns 1,635,000
Credit suisse First BOSTON COrporation......c.cceecencerrcnnnn 1,635,000
Scotia Capital (USA) INC. ...ttt iinirrorerrrmenceenananan 1,635,000
TD Securities (USAY INC. v.irruimrrrrennannnrrrans Frrr e v 1,635,000
UBS Warburg LLC. ... i ittt i ivssrnrornmnrara i aaans 1,635,000
Barclays Bank PLC. ... ......uuus i ieeeeni ey 545,000
Blaylock & Partners, L.P. . uuueirrennsennnninonananneronnnns 136,250
BNP Paribas Securities COrP. ...vuvevvvrnrernornmnnamenernnsns 272,500
Commerzbank Capital Markets Corporation........vveeverennrss 545,000
Credit Lyonnais Securities (USA) INC. ...veivansrrnrssansenn 545,000
Dresdner Kleinwort wasserstein Securities LLC.....ovvieoo.o.. 545,000
Mizuho International PLC......ccvverrnnees fereeraeer e 545,000
RBC Capital Markets.. ... ninvrinenonrnnnnan B T T 545,000
SG Cowen Securities Corporation.......oeeveeeerrtsesvornenns 545,000
sunTrust Capital Markets, InC. ......eivennenn Chereraae e 272,500
Tokyo-Mitsubishi Securities (USA), INC. .v.iverrverrernnnens 545,000
westLB Panmure Ltd. ... ... .. i, Chrtersi bt 272,500
The williams Capital Group, L.P. ..vvieerrnnvcncarrnnennrnnns 136,250



</Table>

The underwriters are offering the shares of common stock subject to their
acceptance of the shares from us and subject to prior sale. The underwriting
agreement provides that the several ohligations of the underwriters to pay for
and accept delivery of the shares of common stock offered by this prospectus
supplement are subject to the approval of certain legal matters by their counsel
and to other conditions. The underwriters are obligated to take and pay for all
of the shares of common stock offered by this prospectus supplement if any are
taken, However, the underwriters are not required to take or pay for the shares
gf]common stock covered by the underwriters' over-allotment option described

elow,

The underwriters initially propose to offer some of the shares of common
stock directly to the public_at the public offering price listed on the cover
page of this prospectus suppiement. FThe underwriters may also offer some of the
shares of common stock to securities dealers at a price that represents a
concession not in excess of $0.30 per share. After the initial offering of the
shares of common stock, the offering price
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and other se11ing terms may from time to time be changed by Morgan Stanley & Co.
Incorporated on behalf of the underwriters.

we have granted to the underwriters an option to purchase from us within 30
days from_the date of this prospectus supplement up to an aggregate of 8,175,000
additional shares of common stock at the public offering price listed on the
cover page of this prospectus supplement less underwriting discounts and
commissions. The underwriters may exercise this option sclely to cover
over-allotments, if any, made in connection with this offering. If the option is
exercised, each underwriter will become obligated, subject to certain
conditions, to purchase approximately the same percentage of additional shares
of common stock as the number listed next to the underwriter's name in the
preceding table bears ta the total number of shares of common stock offered by
all the underwriters. If the underwriters’ over-allotment option is exercised in
full, the total public offering price would be approximately $1.150 billion, the
total underwriting discounts and commissions would be approximately $29 million
ggdlggeby?gql proceeds to us, hefore offering expenses, would be approximately

. 1 1on.

we estimate that the total expenses of this offering payable by us,
ex%}qd1ng underwriting discounts and commissions, will be approximately §1
million.

our common stock is listed on the New York Stock Exchange and trades under
the symbol "DUK," and the shares of common stack offered hereby have been
agpfoved for 1isting subject to official notice of issuance. No underwriter is
obligated to make a market in our common stock and any market making may be
discontinued at any time without notice.

) In connection with this offgrin?, certain of the underwriters may
distribute prospectuses electronically.

) we have agreed to indemnify the underwriters against certain liabilities,
including liabilities under the Securities Act of 1933, and to contribute to
ggggents the underwriters may be reguired to make under the Securities Act of

we and our executive officers have each agreed that subject to certain
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exceptions, without the prier written consent of Mergan Stanley & Co.
Incorporated on behalf of the underwriters, we and our executive officers will
not, during the 60-day period after the date of this prospectus supplement:

- offer, pledge, sell or contract to sell any shares of common stock,
- sell any option or contract to purchase any shares of common stock,
- purchase any option or contract to sell any shares of rommon stock,

- granﬁ any option, right or warrant for the sale of any shares of common
stock,

- lend or otherwise dispase of or transfer any shares of common stock, or

- enter into any swap or other agreement thatr transfers, in whole or in
part, the economic consequence of ownership of any shares of common
stock, whether any such swap or transaction is to be settled by delivery
of shares or other securities, in cash or otherwise.

This lock-up provision agq]ies to shares of common stock and to securities
convertible into or exchangeable or exercisable for or repayable with shares of
common stock. It also applies to shares of common stock owned now or acquired
Tater by the person executing the agreement or for which the person executing
the agreement later acqguires the power of disposition. This agreement does not
apply to issuances under our employee or director compensaticn ptans or our
employee or other investment plans. Morgan Stanley & Co. Incerporated on behalf
of the underwriters, in its sole discretion, may release any of the securities
subject to these lock-up agreements at any time without notice.

In order to facilitate the offering of the common stock, the underwriters
may engage in transactions that stabilize, maintain or otherwise affect the
price of the common stock. Specifically, the underwriters may over-allot in
connection with the offering, creating a short position in the common stock for
their own account. A short sale is covered if the short position is no greater
than the number of shares of common stock available for purchase by the
underwriters under the over-allotment opt}gn. The underwriters can

s._
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close out a covered short sale by exercising the over-allotment option or
purchasing common stock in the open market. In determining the source of common
stock to close out a covered short sale, the underwriters will consider, among
other things, the open market price of the common stock compared to the price
available under the over-allotment option. The underwriters may also sell common
stock in excess of the over-allotment option, creating a naked short position.
The underwriters must close cut any naked short position by purchasing common
stock in the c¢pen market. A naked short position is more likely to be created if
the underwriters are concerned that there may be downward pressure on the price
of the common stock in the open market after pricing that could adversely affect
investors who purchase shares of common stock in the offering. As an additional
means of facilitating the offering of common stock, the underwriters may bid for
and purchase any shares of commen stock in the open market to stabilize the
price of the common stock. Finally, the underwriting syndicate may reclaim
selling concessions allowed to an underwriter or a dealer for distributing the
shares of common stock in the offering, if the syndicate repurchases previously
distributed shares of common stock in transactions to cover syndicate short
positions, in stabilization transactions or otherwise. Any of these activities
may stahilize or maintain the market price of the common stock above independent
market levels or prevent or retard a decline in the market price of the common
stock. The underwriters are not required to engage in these activities, and may
end any of these activities at any time.
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_From time to time, some of the underwriters and their affiliates have
provided, and continue to provide, investment barking and commercial banking
services to us and our affiliates.

EXPERTS

The consolidated financial statements and the related financial statement
schedule incorporated in this prospectus supplement by reference from Duke
Energy's Annual Report on Form 10-K for the year ended December 31, 2001 have
been audited by Deloitte & Touche LLP, as independent auditors, as stated in
their report, which is incorporated herein by reference, and have been so )
incorporated in reliance upon the report of such firm given upon their authority
as experts in accounting and auditing.

LEGAL MATTERS

Certain legal matters with respect to the offering of the common stock will
be passed on for us by Edward M. Marsh, Ir., Esq., who is our Deputy General
Counsel and Assistant Secretary, and by Simpson Thacher & Bartlett, New York,
new vork, and for the underwriters by Sidley austin Brown & wood LLP, New York,
New York. In rendering their opinions, Simpson Thacher & Bartlett and Sidley
Austin Brown & Wood LLP will rely upon Mr, Marsh as to all matters of North
carolina law. As of September 23, 2002, Mr. Marsh owned 10,512 shares of our
common staock or common stock units and options to purchase 36,350 shares, 10,800
of which were exercisable.

s-27
<PAGE>

PROSPECTUS
$2, 000,000,000
DUKE ENERGY CORPGRATION

SENIOR NOTES
JUNIOR SUBORDINATED NOTES
FIRST AND REFUNDING MORTGAGE BONDS
COMMON STOCK
STOCK PURCHASE .CONTRACTS
STOCK PURCHASE UNITS

DUKE ENERGY CAPITAL TRUST III
DUKE ENERGY CAPITAL TRUST IV
DUKE ENERGY CAPITAL TRUST V

TRUST PREFERRED SECURITIES
GUARANTEED, TO THE EXTENT DESCRIBED HEREIN, BY

DUKE ENERGY CORPORATICN

This prospectus contains summaries of the general terms of these
securities. You will find the specific terms of these securities, and the manner
in which they are being offered, in supplements to this prospectus. You should
read this prospectus and the applicable prospectus supplement carefully before
YOou 1nvest.
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The Common Stock of Duke Energy is Tisted on the New York Stock Exchange
under the symbol "puk."

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or passed upon the
adequacy or accuracy of this prospectus. Any representation to the contrary is a
criminal offense.

This prospectus is dated August 27, 2002.
<PAGE>

ABOUT THIS PROSPECTUS

This prospectus i5 part of a registration statement that Duke Energy, Duke
Energy Capital Trust III, buke Energy Capital Trust IV and Duke Energy Capital
Trust vV filed with the SEC utilizing a "shelf" registration process. Under the
shelf registration process, Duke Energy may issue Senior Notes, Junior
Subordinated Notes, First and Refunding Mortgage Bonds, Common Stock, Stock
Purchase Contracts and Stock Purchase Units and the Trusts may issue Preferred
Securities in one or more offerings up to a total dollar amount of
$2,000, 000, 000.

This prospectus provides general descriptions of the securities Duke Energy
and the Trusts may offer. Each time securities are sold, a prospectus supplement
will provide specific infermation about the terms of that offering. The
prospectus suppiement may also add, update or change information contained in
this prospectus. The registration statement filed with the SEC includes exhibits
that provide more details about the matters discussed in this prospectus. You
should read this prospectus, the related exhibits filed with tﬁe SEC and any
prospectus supg1ement. together with the additional informatian described under
the caption "where You Can Find More Information.”
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DUKE ENFRGY CORPORATION

Duke Energy, together with its subsidiaries, an integrated provider of
energy and energy services, offers physical delivery and management of both
electricity and natural gas throughout the United States and abroad. Duke
Energy, together with 1ts subsidiaries, provides these and other services
through seven business segments:

o Franchised Electric

o Natural Gas Transmission

o Field Services

o North american wholesale Energy

0 International Energy

o other Energy Services

o puke ventures
) Franchised £lectric generates, transmits, distributes and sells electricity
in central and western North Caraiina and western South Carelina. It conducts
operations primarily through Duke Power and Nantahala Power and Light. These
electric operations are subject to the rules and regulaticns of the rFederal

Energg Regulatory Commission ("FERC"), the north carolina utilities Commission
and the public service Commission of Sowth ctarolina.
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Natural Gas Transmission provides transportation, storage and distribution
of natural gas for customers tﬁroughout the east coast and southern portion of
the United States and Canada. Natural Gas Transmission provides gas gathering,
processing and transportation services to customers located in British Columbia,
Canada _and in the Pacific northwest region of the United States. Natural Gas
Transmission does business primarily through Duke Energy Gas Transmission
Corporation. buke Energy acquired westcoast Energy, InC. on March 14, 2002.
Interstate natural gas transmission and storage OEgrations in the United States
are subject to the FERC's rules and regulations while natural gas gathering,
processing, transmission, distribution and storage operations in Canada are
subject to the rules and requlations of the National Energy Board, the Ontario
Energy Board and the Britisﬂ Columbia Utilities Commission.

rField services gathers, processes, transports, markers and stores natural
gas and produces, transports, markets and stores natural gas Tliguids. It X
conducts operations primarily through buke Energy Field Services, LLC, which is
approximately 30% owned by Phillips Petroleum. Field Services operates gathering
systems in western Canada and 11 contiguous states in the United States. Those
systems serve major natural gas-producing regions in the Rocky Mountains,
Permian Basin, Mid-Comtinent, East Texas-Austin Chalk-North Louisiana, and
onshore and offshore Gulf Coast areas.

Duke Energ¥_N0rth Aamerica develops, operates_and manages merchant
generation facilities and engages in commedity sales and services relatved to
natural gas and electric power. Duke Energy North America conducts business
throughout the United States and Canada tgrough Duke Energy North America, LLC
and opuke Energy Trading and Marketing, LLC. Duke Energy Trading and Marketing is
approximately 40% owned by Exxon Mobil Corporation. Prior te April 1, 2002, the
puke Energy North America business segment was combined with Duke Energ{
Merchants Holdings, LLC to form a segment called Norrh American wholesale
Energy. As of June 30, 2002, management combined Duke Energy Merchants H01d1nﬁs
with the other Energy services segment. Management separated Duke Energy Nort
america for increased reporting transparency. Previous periods have been
reclassified te conform to the current presentation. As of August 1, 2002, buke
Enerﬁy's North American trading and marEeting functions currently in Duke Energy
North America and Duke Energy Merchants Holdings, including puke Energy Trading
and Marketing and the Canadian trading operations, were consolidated into one
group.

International Energy develops, operates and manages natural gas .
transportation and power generation facilities and engages in energy trading and
marketing of natural gas and electric power. It conducts
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operations primarily through Duke Energy International, LLC and its activities
target the Latin American, Asia-Pacific and European regions.

Other Energﬁ services is composed of diverse energy businesses, operating
primarily through Duke Energy Merchants Holdings, buke/Fluor Daniel and Energy
Delivery Services. Duke Energy Merchants Holdings engages in commodity buying
and selling, and risk management and financial services in the energ¥ commodity
markets other than natural ?as and power (such as refined products, liquefied
petroleum gas, residual fuels, crude oil and coal).

puke/Fluor Daniel provides comprehensive engineering, procurement,
construction, commissioning and operating plant services for fossil-fueled
electric power generating gaciTities worldwide. It is a 50/50 partnership
between Duke Energy and Fluor Enterprises, Inc., a wholly owned subsidiary of
Flupr Corporation. Energ¥ pelivery Services 1is_an engineering, construction,
maintenance and technical services firm specializing in electric transmission
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and distributien Tines and substation projects. It was formed in the second
guarter of 2002 from the power delivery services comqonent of Duke Engineering & .
services, Inc. This segment was excluded from the sale of Duke Engineer1ng &
Services on april 30, 2002. Other Energy Services also retained the portion of
bDukeSolutions, Inc. that was not sold on May 1, 2002. Duke Engineering &
services and pukesolutions were included <in Other Energy Services through the
date of their sale,

Duke ventures is compased of other diverse businesses, operating primarily
through Crescent Resources, LLC, PukeNet Communications, LLC and buke Capital
Partners, LLC, Crescent Resources develops high-quality commercial, residential
and multi-family real estate projects and manages land holdings pr1mari1¥ in the
southeastern and southwestern uUnited States. DukeNet Communications develops and
manages fiber optic communications systems for wireless, local and long distance
communications companies and selected educational, ?overnmenta1, financial and
health care entities. Duke capital Partners, a wholly owned merchant banking
company, provides debt and equity capital and financial advisory services
primarily to the energy industry.

The foregoing information about Duke Energy and its business segments is
only a genera? summary and is not intended to be comprehensive. For additional
information about Duke Energy and its business segments, you should refer to the
information described under the caption "where you Can Find More Information."

buke Energy is a North Carolina corporation. Its principal executive
offices are located at 526 South Church street, chariotte, North Carolina 28202
(telephone (704) 594-6200).

RATIO OF EARNINGS TO FIXED CHARGES
(UNAUDITED)

<Table>

<Caption>
YEAR ENDED DECEMBER 31, SIX

MONTHS

JUNE 30,
2002

<S> <C> <C> <C> <Cx> <C> <C>
ga;io of Earnings to Fixed Charges.... 4.0 4.5 2.7 3.6 3.8
<)Tab1e>

For purposes of this ratio (a) earmings consist of income from continuing
operations before income taxes and fixed cgarges, and (b) fixed charges consist
of all interest deductions, the interest component of rentals and preference
security dividends of consolidated subsidiaries.

(1) pata reflects accounting for the stock-for-stock merger of Duke Ener?y and
PanEnergy Corp on June 18, 1997 as a pooling of interests. As a result, the
data gives effect to the merger as if it had occurred as of January 1, 1997.
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USE OF PROCEEDS
Unless Duke Energy states otherwise in the accompanying praspectus

supplement, Duke Energy intends to use the net proceeds from the sale of any
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offered securities:

0 to redeem or purchase from time to time gresent1¥ outstanding securities
when it anticipates those transactions will result in an overall cost
savings;

o to repay maturing securities;
o to finance its ongoing construction program; or
o for general corporate purposes.

The proceeds from the sale of preferred Securities by a Trust will be
invested in Junior Subordinated Notes issued by Duke Energy. Except as Duke
Energy may atherwise describe in the related prospectus supplement, Duke Energy
expects to use the net proceeds from the sale of such Junior Subordinated Notes
to the applicable Trust for the above purposes.

RECENT DEVELOPMENTS

puke Energy adopted SFAS No. 142, "Goodwill and Other Intangible Assets,”
as of January 1, 2002. SFAS No. 142 requires that gocdwill no longer be
amortized over an estimated useful 1ife, as previously required. Instead,
goodwill amounts are subject to a fair-value-based annual impairment assessment.
puke Energy did not recognize any material impairment due to the implementation
of SFAS No. 142. The standard also reauires certain identifiable intangible
assets to be recognized separately and amortized as appropriate upon
reassessment. No adjustments to intangibles were identified by Duke Energy at
transition.

The following table shows what net income and earnings per share would have
been 1T amortization (including anﬁ related tax effects) related to goodw111
that 15 no longer being amortized had been excluded from prior periods.

<Table>
<Caption>
<S> <C> <C> <C>
<Caption>

FOR THE YEAR
ENDED

2001 2000

{IN MILLIONS, EXCEPT

PER SHARE

AMOUNTS)
<S> <C> <>
<C>
Income Before Extraordinary Item and Cumuiative Effect of
; Cgagge in Accounting Principle. ... ..ot ciennnannn $1,994 $1,776

4

EXtraordinary Gain, net of tax......vveiriiiinnnrrennrrnrenn - --

Cumutative Effect of Change in Accounting Principle, net of
| - S e it eaeaerierascbeatr i (963 --

REPOrEEd Net MCOME. . v et i eirin s v rranernassnanrennnnnn 1,898 1,776
1,507
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Add back: Goodwill amortization, net of tax............... 75 56
39

Adjusted net TiNCOME. .u.ureeen i ieeeinanenrossnssacansrnnes $1,973 $1,832
$1,546

BASIC EARNINGS PER SHARE (BEFQRE EXTRAORDINARY ITEM AND
CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE)

g Reported earnings per Share. . ........cu.ivvenmcancnoennnnn 5 2.58 $2.319
1.13

Goodwill amortization. ... .. ieieeririnnronsnsearnnnrnnas 0.10 0.97

0.05

Adjusted earnings Per Share. . ..coeeeeeeeeerarrsonsorenssnss $ 2.68 § 2.46
$ 1.18

DILUTED EARNINGS PER SHARE (BEFORE EXTRAQRDINARY ITEM AND
CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE)

s Eeggrted earnings per share........oviivieiiiarinnnrranans $ 2.58e $ 2.38
GOOOWT T @MOTTTZATTOM. + v v et st esaessssnsenrernensennnssnens .10 0.07
0.05
Adjusted earnings per share, . ....... . civeiirnrirsnnrnnnn $ 2.66 $ 2.45

$ 1.18

</Table>
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<Table>

<Captiom-

FOR THE YEAR

ENDED

o 2001 2000
1999
(IN MILLIONS, EXCEPT
PER SHARE
AMOUNTS)
<5> <C> <C>

<C>

BASIC EARNINGS PER SHARE

; Reported earnings per share..........coeuiiirerunnnronnnes $ 2.45 §$2.39
2.04
GoodwilTl amortization. ... ... veiieri it siiancninnnss 0.10 0.07
0.0a5
Adjusted earnings per Share,.........vcverevernrorneennnns $ 2.55 $ 2.46

$ 2.09
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DILUTED EARNINGS PER SHARE
s Reggrted earnings per share....... ... niiriniinannnn- $ 2.44 $ 2.38
2.
Gogdwi]] amortization.......oveviinennennn e 0.10 0.07
0.05

Adjusted earnings per Share.......vvevvineirrrrrnrnnranss $ 2.54 $ 2.45
3 2.08

</Table>
THE TRUSTS

buke Energy formed each Trust as a statutory business trust under Delaware
law. Each Trust’'s business is defined in a trust agreement executed by Duke
Energy,_as depositor, and Chase Manhattan Bank USA, National Association
(formerly known as Chase Manhattan Bank Delaware). Each trust agreement will be
amended when Preferred Securities are issued under it and will be in
substantially the form filed as an exhibit to the registration statement, of
which this prosEectus is a part. An amended trust agreement is called a "Trust
Agreement” in this prospectus.

The Preferred Securities and the Common Securities of each Trust represent
undivided beneficial interests in the assets of that Trust. The Preferred
securities and the Common Securities together are sometimes called the "Trust
securities” in this prospactus.

The trustees of each Trust will conduct that Trust's business and_affairs.
Duke Energy, as the holder of the Common Securities of each Trust, will appoint
the trustees of that Trust. The trustees of each Trust will consist of:

o two officers of Duke Energy as Administrative Trustees;
o The IpPMorgan Chase Bank as Property Trustee; and
0 Chase Manhattan Bank USA, National Association as Delaware Trustee.

.. The prospectus supplement relating to the Preferred Securities of a Trust
will provide Turther information concerning that Trust.

No separate financial statements of any Trust are included in this
ﬁrospectus. buke Energy considers that such statements would not be material to
olders of the Preferred Securities because no Trust has any independent
operations and the sole purpose of each Trust is investing the proceeds of the
sale of its Trust Securities in Junior Subordinated Notes. Duke Energy does not
expect that any of the Trusts wiil be filing annual, quarterly or special
reports with the sEC.

The principal place of business of each Trust will be ¢/o Duke Energ¥
%?EggrgglogéOSZG south Church street, Charlotte, North Carolina 28202, telephone

ACCOUNTING TREATMENT

Each Trust will be treated as a subsidiary of Duke Energy for financial
r@?or;1n? purposes. Accordingly, buke Energy's consolidated tinancia] statements
will include the accounts of each Trust. The Preferred Securities, along with
other trust preferred securities that Duke Energy guvarantees on an eguivalent
basis, will be presented as a separate line item in Duke Energy'’'s consolidated
balance sheets, entitled "Guaranteed Preferred 8eneficial Interests in
Subordinated Notes of buke Energy Corporation or
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Subsidiaries.” Duke Energy will record distributions that each Trust pays on the
pPreferred Securities as an expense in its consolidated statement of income.

DESCRIPTION OF THE SENIOR NOTES

Duke Energy will issue the Semior Notes in one or more series under its
Senior Indenture dated as of September 1, 1998 between Duke Energy and JPMorgan
Chase Bank (formerly known as Tﬁe Chase Manhattan Bank), as Trustee, as
supplemented from time to time. The Senior Indenture is an exhibit to the
registration statement, of which this prospectus is a part.

The Senior Notes are unsecured and unsubordinated obligations and wilt rank
equally with all of Duke Energy's other unsecured and unsubordinated
indebtedness. The First and rRefunding Mortgage Bonds are effectively senior to
the senior Notes to the extent of the value of the properties securing them. As
of lJune 30, 2002, there were approximately $790,000,000 in aggregate principal
amount of First and Refunding Mortgage Bonds outstanding.

puke Energy conducts its non-electric operations, and certain of its
electric operations outside its service area in the Carolinas, through
subsidiaries. Accordingly, its ability to meet its obligations under the Senior
Notes is gart1y dependent on the earnings and cash flows of those subsidiaries
and the ability of those subsidiaries toc pay dividends or to advance or repay
funds to puke Energy. In addition, the rights that Duke Energy and its creditors
would have to participate in the assets of any such subsidiary upon the .
subsidiarg's Tiquidation or recapitalization will be subject to the prior claims
of the subsidiary's creditors. Certain of Duke Energy's subsidiaries have
incurred substantial amounts of debt in the expansion of their businesses, and
guke Energy anticipates that certain of 1its sugsidiaries will do so in the

uture.

i The following description of the Senior Notes is only a summary and is not
intended to be comprehensive. For additional information you should refer to the
senior Indenture,

General

The Senior Indenture does not 1imit the amount of Senior Notes that Duke
Energy may issue under it. Duke Energy may issue Senior Notes from time to time
under the senior Indenture in one or more series by entering into supplemental
indentures or by its Board of Directors or a duly authorizeg committee
authorizing the issuance. The form of supplemental indenture to the Senior
Indenture 1s an exhibit to the registration statement, of which this prospectus
15 a part.

) The Senior Notes of a series need not be issued at the same time, bear
interest at the same rate or mature on the same date.

The senior Indenture does not protect the holders of senior Notes if Duke
Energy engages in a highly leveraged transaction.

Provisions Applicable to Particular Series

The prospectus supﬁlement_for a particular series of Senior Notes being
offered will disclose the specific terms related to the offering, including the
price or prices at which the Senior Notes to be offered will be issued. Those
terms may include some or all of the following:

o the title of the series;
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the total principal amount of the Senior Notes of the series;

the date or dates on which principal is payable or the method for
determining the date or dates, and any right that buke Energy has to
change the date on which principal is payable;

the interest rate or rates, if any, or the method for determining the
rate or rates, and the date or dates from which interest will accrue;

7

any interest payment dates and the regular record date for the interest
payable an each interest payment date, if any;

whether Duke Energy may extend the interest payment periods and, if so,
the terms of the extension;

the place or places where payments will be made;

whether Duke Energy has the option to redeem the Semior Notes and, if so,
the terms of its redemption option;

any obligation that Duke Enerﬁy has to redeem the Senior Notes through a
sinking fund or to purchase the senior Notes through a purchase fund or
at the option of the holder;

whether the provisions described under "Defeasance and Covenant
pefeasance™ will not apply to the Senior Notes;

the currency in which payments will be made if other than U.S. dollars,
gn?1the manner of determining the eguivalent of those amounts 1in U.S.
ollars;

if payments may be made, at Duke Energy's election or at the holder's
election, in a currency other than that in which the Senior Notes are
stated to be payable, then the currency in which those payments may be
made, the terms and conditions of the election and the manner of
determining those amounts;

the portion of the principal payable upon acceleration of maturity, if
other than the entire principal;

whether the Senior Notes will be issuable as global securities and, if
so, the securities depositary;

any changes in the events of default or covenants with respect to the
Senior Notes;

any index or formula used for determining principal, premium or interest;
it the principal payable on the maturity date will not be determinable on
one or more dates prior to the maturity date, the amount which will be
deemed to be such principal amount or the manner of determining it; and

any other terms.

Unless puke Energy states otherwise 1in the applicable pro%?ectus

supplement, Duke Energy will issue the Senjor Notes only in fu

y registered

form without coupons, and there will be no service charge for any registration
of transfer or exchange of the Senior Notes. Duke Energy mg¥, however, require
e i

payment to cover any tax or other governmental charge paya

r connection with
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any transfer or exchange. Subject to the terms of the Senior Indenture and the
Timitations applicable to global securities, transfers and exchanges of the
Senior Notes may be made at JPMorgan Chase Bank, 450 west 33rd Street, New York,
New York 10001 or at any other office or agency maintained by Duke Energy for
such purpose.

) The Senior_Notes will be issuable in denominations of $1,000 and any
integral multiples of $1,000, unless Duke Energy states otherwise in the
applicable prospectus supplement.

Duke Energy may offer and sell the Senior Notes, including original issue
discount Senior Notes, at a substantial discount below their principal amount.
The applicable prospectus supplement will describe special uUnited States federal
income tax and any other considerations applicable to those securities. In
addition, the app¥icab1e prospectus suﬁp1ement may describe certain special
United states federal income tax or other considerations, if any, applicable to
any Senior Notes that are denominated in a currency other than U.S. dollars.

8
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Global Securities

buke Energy may issue some or all of the Senior Notes as book-entry
securities. Any such book-entry securities will be represented by one or more
fully registered global securities. Duke Energy will register each global
security with or on behalf_of a securities depositary identified in the .
aﬁp1icab1e prospectus supplement. Each global security will be deposited with
the securities depositary or its nominee or a custodian for the securities
depositary.

As long as the securities depositary or its nominee is the registered
holder of a ﬁ1oba1 security representing senior Notes, that person will be
considered the sole owner and holder of the global security and the Senior Notes
it represents for all purposes. Except in limited circumstances, owners of
beneficial interests in a global security:

o0 may not have the g1oba1 security or any Senior Notes it represents
registered in their names;

o may not receive or be entitled to receive physical delivery of
certificated Senior Notes in exchange for the global security; and

o will not be considered the owners or holders of the global security or
any Senior Notes it represents for any purposes under the Senior Notes or
the Senior Indenture.

Duke Energy will make all payments of principal and any premium and
interest on a global security to the securities depositary or its nominee as the
holder of the global security. The laws of some jurisdictions require that
certain purchasers of securities take phﬁsica1 delivery of securities in
definitive form. These laws may impair the ability to transfer beneficial
interests in a global security.

Ownershiﬁ of beneficial interests in a global security will be limited to
institutions having accounts with the securities depositary or its nominee
which are called "participants” in this discussion, and to persons that hold
beneficial interests through participants. when a global securily representing
senjor Notes is issued, the securities depositary will credit on its book entry,
registration and transfer system the principal amounts of Senior Notes the
global security represents to the accounts of +its participants. Ownership of
beneficial interests in a global security will be shown only on, and the
transfer of those ownership interests wi%? be effected only through, records
Page 41



] DUK Equity 9 2002.txt
maintained by:

0 the securities depositary, with respect to participants' interests; and

0 an ?articipant, with respect to interests the participant holds on
behalf of other persons.

Payments participants make to owners of beneficial interests held through
those participants will be the responsibility of those participants. The
securities depositary may from time to time adopt various policies and )
procedures governing payments, transfers, exchanges and other matters relating
to beneficial interests in a global security. None of the following will have
any responsibility or T1iability for ang aspect of the securities deBositary's or
any participant's records relating to beneficial interests in a global security
reprasenting Senior Notes, for payments made on account of those beneficial
interests or for maintaining, supervising or reviewing any records relating to
those beneficial interests:

o Duke Energy;
o the Senior Indenture Trustee; or
0 an agent of either of them,

Redemption

Provisions relating to the redemption of Senior Notes will be set forth in
the applicable prospectus supplement. Unless puke Energy states otherwise in the
applicable prospectus supplement, Duke Energy may redeem Senior Notes only upon
notice mailed at lTeast 30 but not more than 60 days before the date fixed for
redemption. Unless Duke Energy states otherwise in the agq]icable prospectus
suppiement, that notice may state that the redemption wi bhe conditional upon
the Senior Indenture Trustee, or the applicable paying agent, receiving
sufficient funds to pay the principal, p;emium and interest on those

<PAGE>

senjor Notes on the date fixed for redemption and that if the Senior Indenture
Trustee or the applicable paying agent does not receive those funds, the
redemption notice will not apply, and Duke Energy will not be required to redeem
those Senier Notes.

puke Energy will not be required to:

0 issuve, register the transfer of, or exchange any Senior Notes of a series
during the period beginning 15 days before the date the notice is mailed
identifying the Senior Notes of that series that have been selected for
redemption; or

o register the transfer of or exchange any senior Note of that series
selected for redemption except the unredeemed portion of a Senior Note
being partially redeemed.

Consalidation, Merger, Conveyance or Transfer

The Senior Indenture provides that Duke Energy may consolidate or merge
with or into, or convey or transfer all or 5ub5tant131¥y all of its properties
and assets to, another corporation or other entity. Any successor must, however,
assume Duke Energy's obligations under the Senior Indenture and the Senior Notes
issued under it, and Duke Ener%y must deliver to the Senior Indenture Trustee a
statement by certain of its officers and an opinion of counsel that affirm
compliance with all conditions in the Senior Indenture relating to the
transaction. when those conditions are satisfied, the successor will succeed to
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and_be substituted for Duke Energy under the Senior Indenture, and Duke Energy
will be relieved of its obligations under the Senior Indenture and the Senior
Notes.

modification; waiver

Duke Energy may modify the Senior Indenture with the consent of the holders
of a majority in principal amount of the outstanding Senior Notes of all series
of Senior Notes that are affected by the modification, voting as one class. The
consent of the holder of each outstanding Senior nNote affected is, however,
required to:

o change the maturity date of the principal or any instalIment of principal
or interest on that Senior Note;

0 reduce the principal amount, the interest rate or any premium payable
upon redemption on that Senior Note;

o reduce the amount of principal due and payable upon acceleration of
maturity;

o change the currency of payment of principal, premium or interest on that
Senl1or Note;

o impair the right to institute suit to enforce any such payment an or
after the maturity date or redemption date;

o reduce the percentage in principal amount of Semior Notes of any series
required to modify the Senior iIndenture, waive compliance with certain
restrictive provisions of the Senior Indenture or waive certain defaults;
or

o with certain exceptions, modify the provisions of the Senior Indenture
governing modifications of the Senior Indenture or governing waiver of
covenants or past defaults.

In addition, Duke Energy may modify the_ senior Indenture for certain other
purposes, without the consent of any holders of Senior Notes.

The holders of a majority in principal amount of the outstanding Senior
Notes of any series may waijve, for that series, Duke Energy's compliance with
certain restrictive provisions of the Semior Indenture, including the covenant
described under "Negative Pledge." The halders of a majority in principal amount
of the outstanding Senior Notes of all series under the Senior Indenture with
respect to which a default has occurred and 1is continuin%, voring as one class
may waive that default for all those series, except a default in the payment of
principal or any premium or interest on any Senior Note or a default with

<PAGE>

respect 1o a covenant or provision which cannot be modified without the consent
of the holder of each outstanding Senior Note of the series affected.

Events of Default

The following are events of default under the Senior Indenture with respect
to any series of Senior Notes, unless Duke Energy states otherwise in the
applicable prospectus supplement:

o faiture to pay principal of or any premium on any Senior Note of that
series when due;

o failure to pay when due any -interest on any Senior Note of that series
Page 43



DUK Equity 9 _2002.txt
that continues for 60 days; for this purpose, the date on which interest
is due is the date on which buke Energy is required to make payment
following any deferral of interest payments by it under the terms of
senior Notes that permit such deferrals;

o failure to make any sinking fund payment when required for any Senior
Note of that series that continues for 60 days;

o failure to perform any covenant in the Senior Indenture (other than a
covenant expressly included solely for the benefit of other series) that
continues for 90 days after the Senior Indenture Trustee or the holders
of at Teast 33% of the oquistanding Senior Notes of that series give Duke
Energy written notice of the defauit; and

o certain bankruptcy, insolvency or reorganization events with respect to
Duke Energy.

In the case of the fourth event of default listed above, the Senior Indenture
Trustee may extend the grace period. In addition, if holders of a particular
series have given a notice of defauwlt, then holders of at least the same
percentage of Senior Notes of that series, together with the Senior Indenture
Trusiee, ma¥ also extend the grace period. The grace period will be .
automatically extended if Duke Energy has initiated and is diligently pursuing
corrective action.

buke Energy mag estahlish additional events of default for a particular
series and, if established, any such events of default will be described in the
applicable prospectus supplement.

If an event of default with respect to Senior Notes of a series occurs and
is continuing, then the Senior Indenture Trustee or the holders of at least 33%
in principal amount of the outstanding Senior Motes of that series may declare
the principal amount of all Senior Notes of that series to be immediately due
and payable. However, that event of default will be cansidered waived at any
time after the declaration but before a judgment for payment of the money due
has been obtained if:

o Duke Energy has paid or deposited with the Senior Indenture Trustee all
overdue interest, the principal and any premium due otherwise than by the
declaration and any interest on such amounts, and any interest on overdue
interest, to the extent legally permitted, in each case with respect to
that series, and all amounts due to the Senior Indenture Trustee; and

o all events of default with respect to that series, other than the
nonpayment of the principal that became due solely by virtue of the
declaration, have been cured or waived.

_ The senior TIndenture Trustee is under no obligation to exercise any of its
r1?ht5 or powers at the request or direction of any holders of Senior Notes
unless those holders have offered the Senior Indenture Trustee security or
indemnity against the costs, expenses and liabilities which it might incur as a
result. The holders of a majority in principal amount of the outstanding Senmior
Notes of any series have, with certain exceptions, the right to direct the time,
method and place of conducting any proceedings for any remedy available to the
senior Indenture Trustee gr the exercise of any power of the Senior Indenture
Trustee with respect to those Senior Notes. The Senior Indenture Trustee ma¥
withhold notice of any default, except a defauwlt in the payment of principal or
interest, from the holders of any series if the Senior Indenture Trustee in good
faith considers it in the interest of the holders to do so.

11
<PAGE>

Page 44



DUK Eguity 9_2002.txt
The holder of any Senior Note will have an absolute and unconditional right
to receive payment of the principal, any premium and, within certain
Timitations, any interest on that Senior Note on its maturity date or redemption
date and to enforce those payments.

Duke Energy is required to furnish each year to the Senior Indenture
Trustee a statement by certain of its officers to the effect that it is not in
default under the Senior Indenture or, if there has been a default, specifying
the default and its status.

Payments; Paying Agent

The paying agent will pay the principal of any Senior Notes only if those
senior Notes are surrendered to it. The paying agent will Ra¥ interest on Senior
Notes issued as global securities by wire transfer to the hoider of those global
securities. Unless Duke Energy states otherwise in the applicable prospectus
supB1ement, the_pay1n2_agent will pay interest on Senior Notes that are not in
global form at its offTice or, at buke Energy's option:

o by wire transfer to an account at a banking institution in the united
States that is designated in writing to the Senior Indenture Trustee at
least 16 days prior to the date of payment by the person entitled to that
interest; or :

0 bK check mailed to the address of the person entitled to that interest as
that address appears in the security register for those Senior Notes.

uniess buke Energy states otherwise in the applicable prospectus
supplement, the Senior Indenture Trustee will act as paying agent for that
series of Senior Notes, and the pr1nc1ﬁa1 corporate trust office of the Senior
Indenture Trustee will be the office through which the paying agent acts. Duke
Energy may, however, change or add paying agents or approve a change in the
office through which a paying agent acts.

Any money that Duke Energz has paid to a ?aying agent for principal or
interest on any Senior Notes which remains unclaimed at the end of two years
after that principal or interest has become due will be repaid to buke Energy at
its request. After repayment to buke Energy, holders should look only to Duke
Enerqgy for those payments.

Negative Pledge

while any of the Senior Notes remain outstanding, Duke Energy will not
create, or permit to be created or to exist, any mortgage, lien, p1edge,
security interest or other encumbrance upon any of its property, whether owned
on or acgquired after the date of the Senior Indenture, to secure any
indebtedness for borrowed money of Duke Energy, unless the Senior Notes then
outstanding are equally and ratably secured for so long as any such indebtedness
1s s0 secured.

. The foregoing restriction does not apply with respect to, among other
things:

o purchase money mortgages, or other purchase money liens, pledges,
security interests or encumbrances upon property that buke Energy
acguired after the date of the Senior Indenture;

0 mortgages, liens, pledges, security interests or other encumbrances
existing on any property at the time Duke Energy acquired it, including
those which exist on any property of an entity with which buke Energy_1s
consolidated or merged or which transfers or ¥eases 211 or substantially
all of its properties to Duke Energy;
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mortgages, liens, pledges, security interests or other encumbrances upon
any property of Duke Energy that existed on the date of the initial
issuance of the Senior Notes;

pltedges or deposits to secure performance in connhection with bids,
tenders, contracts (other than contracts for the payment of money) or
leases to which Duke Energy is a party;

liens created by or resulting from any litigation or proceeding which at
the time is being contested In good faith by appropriate proceedings;

12

Tiens incurred in connection with the issuance of bankers' acceptances
and Tines of credit, bankers® liens or rights of offset and any security
iven in the ordinary course of business te banks or others to secure any
indebtedness payable on demand or maturing within 12 months of the date
that such indebtedness is originally incurred;

liens incurred in connection with repurchase, swap or other similar
agreements (including commodity price, currency exchange and interest
rate protection agreements);

Tiens securing industrial revenue or pollution control bonds;

liens, pledges, security interests or other encumbrances on any property
arising in connection with any defeasance, covenant defeasance or
in-substance defeasance of indebtedness of puke Energy;

tiens created in connection with, and created to secure, a non-recourse
cbligation;

Bonds issued or to be issued from time to time under Duke Energy's First
and Refunding Mortgage, and the “permitted liens" specified in Duke
Energy's First and Refunding Mortgage;

indebtedness which Duke Energy may issue in connection with its )
consolidation or merger with or into any other entity, which may be its
affiliate, in exchange for or otherwise in substitution for secured
indebtedness of that entity ("Third Party Debt™) which by its terms (1)
is secured by a mortgage on all or a portion of the property of that
entity, (2) prohibits that entity from incurring secured indebtedness,
unless the Third Party Debt s secured equally and ratably with such
secured indebtedness or (3) prohibits that entity from incurring secured
indebtedness;

indebtedness of any entity which Duke Energy is required to assume in
connection with a consoilidation or merger of that entity, with respect to
which any property of buke Enerﬁy is subgected to a mortgage, lien,
pledge, security interest or other encumbrance;

mortgages, liens, pledges, security interests or other encumbrances upon
any property that Duke Energﬁ acquired, constructed, developed or
improved after the date of the Senior Indenture which are created before,
at the time af, or within 18 months after such acquisition -- or in the
case of property constructed, develocped or improved, after the completion
of the construction, development or improvement and commencement of full
commercial operation of that property, whichever is later -- to secure or
provide for the payment of any part of its purchase price or cost;
provided that, in the case of such construction, development or
improvement, the mortgages, liens, pledges, security interests or other
encumbrances shall not apply to any property that Duke Energy owns other
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than real property that is unimproved up to that time; and

0 the replacement, extension or renewal of any mortgage, lien, pledge,
security interest or other encumbrance described above; or the
replacement, extension or renewal (not exceeding the principal amount of
indebtedness so secured together with any ﬁremium, interest, fee or
expense payable in connection with any such replacement, extension or
renewal) of the indebtedness so secured; provided that such replacement,
extension or renewal is limited to_all or a part of the same property
that secured the mortgage, lien, pledge, security interest or other
encumbrance replaced, extended or renewed, plus improvements on it or
additions or accessions to it.

In addition, Duke Energy may create or assume any other mortgage, lien, pledge,
security interest or otﬁer encumbrance not excepted in the Senmlor Indenture
without Duke Energy equally and ratably securing the Senior Notes, if
immediately after that c¢reation or assumption, the principal amount of
indebtedness for borrowed money of Duke Energy that all such other mortgages,
Tiens, pledges, security interests and other encumbrances secure does not exceed
an amount_equal to 10% of Duke Energy's common stockholders' equity as shown on
its consolidated balance sheet for tKe accounting period occurring immediately
before the creation or assumption of that mortgage, lien, pledge, security
interest or cther encumbrance.
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Defeasance and Covenant Defeasance
The Senior Indenture provides that Duke Energy may be:

o discharged from its obligations, with certain limited exceptions, with
respect to any series of Senior Notes, as described in the Senior
Indenture, such a discharge being called a "defeasance” in this
prospectus; and

o released from its obligations under certain restrictive covenants
especially established with respect to any serjes of Senior Notes,
including the covenant described under "Negative Pledge,” as described in
the Senior Indenture, such a release being calied a "covenant defeasance”
in this prospectus.

Duke Energy must satisfy certain conditions to effect a defeasance or covenant
defeasance. Those conditions include the irrevocable deposit with the Senior
Indenture Trustee, 1in trust, of money or government obligations which through
their scheduled payments of principa¥ and interest would provide sufficient
money to pay the principal and any premium and interest on those Senior Notes on
the maturity dates of those payments or upon redemption.

Following a defeasance, payment of the Senior Notes defeased may not be
accelerated because of an event of default under the Senior Indenture. Following
a covenant defeasance, the payment of Senior Notes may not be accelerated by
reference to the covenants from which Duke Energy has been released. A
defeasance may occur after a covenant defeasance.

Under current uUnited States federal income tax laws, a defeasance would be
treated as an exchange of the relevant Senior Notes in which holders of those
senior Notes might recognize gain or less. In addition, the amount, timing and
character of amounts that holders would thereafter be required to include in
income might be different from that which would be includible in the absence of
that defeasance. Duke Energy urges investors to consult their own tax advisors
as to the specific consequences of a defeasance, including the applicability and
effect of tax laws other than united States federal income tax laws.
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under current united states federal income tax law, unless accompanied by
other changes in the terms of the Senior Notes, a covenant defeasance should not
be treated as a taxable exchange.

Concerning the Senior Indenture Trustee

JpMorgan Chase Bank (Tormerly known as The Chase Manhattan Bank) is the
Senior Indenture Trustee and is a¥so the trustee under Duke Energy's
subordinated Indenture and the trustee under Duke Energy's First and Refunding
Mnrtgage. bpuke Energy and certain of its affiliates maintain deposit accounts
and banking relationships with JPMorgan Chase Bank. JPMorgan Chase Bank also
serves as trustee or agent under other indentures and agreements pursuant to
which securities of buke Energy and of certain of its affiliates are
outstanding.

The Senior Indenture Trustee will perform only those duties that are
SEecifica11y set forth in the Senior Indenture uniess an event of default under
the Senior Indenture occurs and is continuing. In case an event of default
occurs and is continuing, the Senior Indenture Trustee will exercise the same
degree of care as a prudent individual would exercise in the conduct of his or
her own affairs.

DESCRIPTION OF THE JUNIOR SUBORDINATED NOTES

Duke Energy will issue the Junior Subordinated Notes in one or more series
under its Subordinated Indenture dated as of December 1, 1997 between Duke
Energy and JPMor?an Chase Bank (formerly known as The Chase Manhattan Bank), as
Trustiee, as supplemented from time to time. The Subordinated Indenture is an
exhibit to the registration statement, of which this prospectus is a part.

The Junior subordinated Notes are unsecured obligations of Duke Energy and
are junior 1in right of ﬁayment to "Seniar Indebtedness” of Duke Energy. You will
find a description of the subordination provisions of the Junior Subordinated
Notes, inc]uding a description of senior Indebtedness of Duke Energy, under
"subordination. 14
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Duke Energy conducts its non-electric operations, and certain of its
electric operations outside its service area in the carolinas, through
subsidiaries. Accordingly, its ability to meet its obligations under the Junior
subordinated Notes is partly dependent on the earnings and cash fiows of those
subsidiaries and the ability of those subsidiaries to pay dividends or to
advance or repay funds to Duke Energy. In addition, the rights that Duke Energy
and its creditors would have to participate in the assets of any such subsidiary
upon the subsidiary's liquidation or recapitalization will be subject to the
prior claims of the subsidiarg's creditors. Certain of Duke Energy's
subsidiaries have incurred substantial amounts of debt in the expansion of their
businesses and Duke Energy anticipates that certain of its subsidiaries will do
so in the future.

The following description of the Junior Subordinated Notes is only a
summary and is not intended to be comprehensive. For additional <information you
should refer to the subordinated Indenture.

General

) The Subordinated Indenture does not limit the amount of Subordinated Notes,

including Junior Subordinated Notes, that buke Energy may issue under it. Duke

Energy may issue Subordinated Notes, including Junior Sugordinated Notes, from

time to time under the Subordinated Indenture in one or more series by entering

into supplemental indentures or by its Board of Directors or a duly authorized
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committee authorizing the issuance. Two forms of supplemental indenture to the
Subordinated Indenture (one with respect to Junior Subordinated Notes initially
issued to a Trust and the other with respect to Junior Subordinated Notes
initially issued to the public) are exhibits to the registration statement, of
which this prospectus is a part.

. The Junior subordinated Notes of a series need not be issued at the same
time, bear interest at the same rate or mature on the same date.

The Subordinated Indenture does not protect the holders of Junior
subordinated Notes if Duke Energy engages in a highly leveraged transaction.

Provisions Applicable to particular Series

The prospectus supplement for a particular series of Junior Subordinated
Notes being offered will disclose the specific terms related to the offering,
including the price or prices at which the Junior Subordinated Notes to be
offered will be issued. Those terms may include some or all of the following:

o the title of the series;

0 the total principal amount of the Junior Subordinated Notes of the
s5eries;

o the date or dates on which principal is payable or the method for
determining the date or dates, and any right that dDuke Energy has to
change the date on which principal is payable;

o the interest rate or rates, if any, or the method for determining the
rate or rates, and the date or dates from which interest will accrue;

0 any interest payment dates and the regular record date for the interest
payable on each interest payment date, if any;

o whether Duke Energy may extend the interest payment periods and, T so,
the terms of the extension;

o the place or places where payments will be made;

0 whether Duke Energy has the option to redeem the Junior Subordinated
Notes and, if so, the terms of its redemption option;

o any abligation that Duke Energy has to redeem the Junior Subordinated
Notes through a sinking fund or to purchase the Junior Subordinated Notes
through a purchase fund or at the option of the holder;

15
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o whether the provisions described under "Defeasance and Covenant
pDefeasance” will not apply to the Junior subordinated Notes;

o the currency in which payments will be made if other than U.s. dollars,
gn?1the manner of determining the eguivalent of those amounts in U.S.
ollars;

o if payments may be made, at Duke Energy's election or at the holder’'s
election, in a currency other than that in which the Junior Subordinated
Notes are stated to be payable, then the currency in which those payments
may be made, the terms and conditions of the election and the manner of
determining those amounts;

0 the portion of the principal payable upon acceleration of maturity, if
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other than the entire principal;

0 whether the junior Subordinated Notes will be issuable as global
securities and, if so, the securities depositary;

0 any changes in the events of default or covenants with respect to the
Junior subordinated Notes;

o any index or formula used for determining principal, premium or interast;

o if the principal payable on the maturity date will not be determinable on
one or more dates prior to the maturity date, the amount which will be
deemed to be such principal amount or the manner of determining it;

o the subordination of the Junior Subordinated Notes te any other of Duke
Energy's indebtedness, including other series of subordinated Notes; and

0 any other terms.

The interest rate and interest and other ?ayment dates of each series of
junior Subordinated Notes issued to a Trust will correspond to the rate at which
distributions will be paid and the distribution and other payment dates of the
Preferred Securities of that Trust.

Unless Duke Energy states otherwise in the applicable prospectus
supplement, Duke Energy will issue the Juniar Subordinated Notes only in fully
registered form without coupons, and there will be no service charge for any
registration of transfer or exchange of the Junior Subordinated Notes. Duke
Energy may, however, require payment te cover any tax or other governmental
charﬁe payable in connection with any transfer or exchange. Subject to the terms
of the Subordinated Indenture and the 1imitations apg1icab1e to global
securities, transfers and exchanges of the Junior Subordinated Notes may be made
at JPMDF%&H chase Bank, 450 west 33rd street, New York, New York 10001 or at any
other offtice maintained by Duke Energy for such purpose.

The Junior_subordinated Notes will be issuable in denominations of 31,000
and any integral multiples of $1,000, unless puke Energy states otherwise in the
applicable prospectus supplement.

Duke Energy may offer and sell the Junior Subordinated Notes, including
original issue discount Junior Subordinated Notes, at a substantial discount
below their principal amount. The applicable prospectus supplement will describe
special united States federal income tax and any other considerations applicable
to those securities. In addition, the applicable prospectus supplement may
describe certain special uUnited sStates federal income tax or other
considerations, if any, applicable to any Junior Subordinated Notes that are
denominated in a currency other than U.S. dollars.

Global Securities

Duke Energy may issue same or all of the Junior Subordinated Notes as
book-entry securities. Any such book-entry securities will be represented bﬁ one
or more fully registered global certificates, Duke Energy will register eac
gtobal security with or on_behalf of a securities depositary identified in the
agp1icab1e prospectus supplement. Each global security will be deposited with
the securities depositary or its nominee or a custodian for the securities
depositary.

16
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As long as the securities depositary or its nominee is the registered
holder of a global security representing Junior Subordinated Notes, that person
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will be considered the sole owner and holder of the glchal security and the
Junior Subordinated Notés it represents for all purposes. Except in limited
circumstances, owners of beneficial interests in a global security:

o may not have the global security or any Junior Subordinated Notes it
represents registered in their names;

o may not receive or be entitled to receive physical delivery of
certificated Junior Subordinated Notes in exchange for the global
security; and

o will not be considered the owners or holders of the global security or
any Junior Subordinated Notes it represents for any purposes under the
Junior Suberdinated Notes or the Subordinated Indenture.

buke Energy will make all payments of principal and any premium and
interest on a global security to the securities depositary or its nominee as the
holder of the global security. The laws of some jurisdictions reguire that
certain purchasers of securities take physical delivery of securities in
definitive form. These Taws may impair the ability to transfer beneficial
interests in a global security.

ownership of beneficial interests in a global security will be limited to
institutions having accounts with the securities depositary or its nominee
which are_called "participants" in this discussion, and to persons that hold
beneficial interests through participants. when a global security representing
Junior Suberdinated Wotes 1s 1ssued, the securities depositary will credit on
its book-entry, registration and transfer system the principal amounts of Jumior
Subordinated Notes the global security represents to the accounts of its
participants. Ownership of beneficial -interests in a global security will be
shown only on, and the transfer of those ownership interests will be effected
only through, records maintained by:

o the securities depositary, with respect to participants' interests; and

o anﬁ ?articipant. with respect to interests the participant holds on
behalf of other persons,

Payments participants make to owners of beneficial interests held through
those participants will be the responsibility of those participants. The
securities depositary may from time to time adopt various policies and
procedures governing payments, transfers, exchanges and other matters relating
to beneficial interests in a glohal security. None of the following will have
any responsibility or liability for any aspect of the securities degositary's or
any participant's records relating to geneficiaT interests in a gleobal security
representing Junior subordinated Notes, for payments made on account of those
beneficial 1nterests or far maintaining, supervising or reviewing any records
relating to those beneficial interests:

o Duke Energy;

0 the subordinated Indenture Trustee;

0 the Trust (3f the Junior Subordinated Notes are issued to a Trust); or

o any agent of any of them.
Redemption

Provisions relating to the redemption of Junior Subordinated Notes will be
set forth in the applicable prospectus supplement. Unless Duke Energy states
otherwise in the applicable prospectus supplement, Duke Energy may redeem Junior

Subordinated Notes only upon notice mailed at least 30 but not more than 60 days
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before the date fixed for redemption.

Duke Energy will not be required to:

o issue, register the transfer of, or exchange any Junior sSubordinated
Notes of a series during the period beginning 15 days before the date the
notice 15 mailed identifying the Junicr Subordinated Neotes of that series
that have been selected for redemption; or

17
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o register the transfer of or exchange any Junior subordinated Note of that
series selected for redemption_except the unredeemed portion of a Junior
Subordinated Note being partially redeemed.

Consolidarion, Merger, Conveyance or Transfer

The subordinated Indenture provides that Duke Energy_ma¥ consolidate or
merge with or into, or convey or transfer all or substantially all of qts
properties and assets to, another corBoration or other entity. Any successor
must, however, assume Duke Ener?y's abligations under the subordinated Indenture
and the Subordinated Notes, including the Junior Subordinated Notes, and bDuke
Energy must deliver to the Subordinated Indenture Trustee a statement by certain
of its officers and an opinion of counsel that affirm compliance with all
conditions in the Subordinated Indenture relating to the transaction. when those
conditions are satisfied, the successor will succeed to and be substituted for
Duke Ener?y under the Subordinated Indenture, and Duke Energy will be relieved
of its ob iﬁaticns under the subordinated Indenture and any Subordinated Notes,
including the Junior Subordinated Notes,

Modification; waiver

Duke Energy may modify the Subordinated Indenture with the consent of the
halders of a magcrity in principal amount of the outstanding Subordinated Notes
of a1l series that are affected by the modification, voting as one class. The
consent of the holder of each outstanding Subordinated Note affected is,

however, required to:

0 change the maturity date of the principal or any installment of principal
or interest on that Subordinated Note;

0 reduce the principal amount, the interest rate or any premium payable
upon redemption on that Subordinated Note;

o reduce the amount of principal due and payable upon acceleration of
maturity;

o change the currency of payment of principal, premium or interest on that
Subordinated Note;

0 impair the right to institute suit to enforce any such payment on or
after the maturity date or redemption date;

o reduce the percentage in principal amount of Subordinated Notes of any
series reguired to modify the Subordinated Indenture, waive compliance
with certain restrictive provisions of the Subordinated Indenture or
waive certain defaults; or

0 with certain exceptions, modify the provisions of the subordinated
Indenture governing modifications of the Subordinated Indenture or
governing waiver ot covenants or past defaults.
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In addition, Duke Energy may modify the subordinated Indenture for certain other
purposes, without the consent of any holders of Subordinated Notes, inciuding
Junior Subordinated Notes.

The holders of a majority in principal amount of the outstanding Junior
Subordinated Notes of any series may waive, for that series, Duke Energy's
compliance with certain restrictive provisions of the subordinated Indenture.
The holders of a majority in principal amount of the outstanding Subordinated
Notes of all series under the Subordinated Indenture with respect to which a
default has occurred and is continuing, voting as one class, may waive that
default for all those series, except a defauit in the payment of principal or
any premium or interest oh any Subordinated Note or a default witﬁ respect 10 a
covenant or provision which cannot be modified without the consent of the holder
of each outstanding Subordinated Note of the series affected.

Duke Energy may not amend the Subordinated Indenture to change the
subordination of any outstanding Junior Subordinated Notes without the_consent
of each holder of Senior Indebtedness that the amendment would adversely affect.

138
<PAGE>

Events of Default

The following are events of default under the Subordinated Indenture with
respect to any series of Junior Subordinated Notes, unless Duke Energy states
otherwise in the applicable prospectus supplement:

o failure to pay pfinciﬁa1 of or any premium on any Junior subordinated
Note af that series when dus;

o failure to pay when due any interest on any Junior Subordinated Note of
that series that continues for 60 days; for this purpose, the date on
which interest is due is the date on which Duke Energy is required to
make payment f011ow1ng any deferral of interest payments by it under the
terms of Junior Subordinated Notes that permit such deferrals;

o failure to make any sinking fund payment when required for any Junior
subordinated Mote of that series that continues for 60 days;

o failure to perform_ any covenant in_the subordinated Indenture (other than
a covenant expressly included solely for the benefit of other series)
that continues for 90 days after the subordinated Indenture Trustee or
the holders of at least 33% of the outstanding Junior Subordinated Notes
of that series give Duke Energy written notice of the default; and

o0 certain bankruptcy, insolvency or reorganization events with respect to
Duke Energy.

In the case of the Fourth event of default listed above, the Subordinated
Indenture Trustee may extend the grace period. In addition, if holders of a
particular series have given a notice of default, then helders of at least the
same percentage of Junior Subordinated Notes of that series, together with the
Subordinated Indenture Trustee, may also extend the grace period. The grace
period will be automatically extended if Duke Energy has initiated and is
diligently purswing corrective action.

_ Duke Energy mag establish additional events of default for a particular
series and, if established, any such events of default will be described in the
applicahle prospectus supplement.

. If an event of default with respect to Junior Subordinated Notes of a
series occurs and is continuing, then the Subordinated Indenture Trustee or the
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holders of at least 33% in principal amount of the outstanding Junior
subordinated Notes of that series may declare the principal amount of all Junior
subordinated Notes of that series to be immediately due and payable. However,
that event of default will be considered waived at any time after the
q$c1aration but before a judgment for payment of the money due has been obtained
ifs

0 Duke Energy has paid or deposited with the Subordinated Indenture Trustee
all overdue interest, the principal and any premium due otherwise than by
the declaration and any interest on such amounts, and any interest on
overdue interest, to tze extent legally permitted, in each case with
respect to that series, and all amounts due to the subordinated Indenture
Trustee; and

o all events of default with_respect to that series, other than the
nonpayment of the principal that became due solely by virtue of the
declaration, have been cured or waived.

In the case of Junior Subordinated Motes issued to a Trust, a holder of
Preferred Securities may institute a legal proceeding directly against puke
Energy, without first instituting a legal proceeding against the Property
Trustee of the Trust by which those Preferred Securities were issued or any
other person or entity, for enforcement of payment to that holder of Erincipa1
or interest on an equivalent amount of Junior Subordinated Notes of the related
sertes on or after the due dates specified in those Junior Subordinated Notes.

The Subordinated Indenture Trustee is under no obligation to exercise any
of its rights or powers at the reguest or direction of any holders of Junior
subordinated Notes unless those holders have offered the Subordinated Indenture
Trustee security or indemnity against the costs, expenses and liabilities that
it might incur as a result. The hoiders of a majoritz in principal amount of the
outstanding Junior Subordinated Notes of any series have, with certain
exceptions, the right to direct the time, method and
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place of conducting any proceedings for any remedy available to the Subordinated
Indenture Trustee or the exercise of any power of the subordinated Indenture
Trustee with respect to those Junior Sugordinated Notes. The Subordinated
Indenture Trustee may withhold notice of anz default, except a default in the
payment of principal or interest, from the holders of any series if the
subordinated Indepture Trustee in good faith considers it in the interest of the
holders to do so.

The halder of any Junior Subordinated Note will have an absolute and
unconditional right to receive payment of the principal, any premium and, within
certain ¥imitations, any interest on that Junior Subordinated Note on its
maturity date or redemption date and to enforce those payments.

Duke Energy is required to furnish each year to the Subordinated Indenture
Trustee a statement by certain of its officers to the effect that it is not in
default under the subordinated Indenture or, if there has been a default,
specifying the default and its status.

Payments; Paying Agent

The paying agent will pay the principal of any Junior Subordinated Notes
only if those Junjor subordinated Notes are surrendered to_it. The paying agent
will pay interest on Junior Subordinated Notes issued as global securities by
wire transfer to the holder of those glebal securities. unless Duke Energy
states otherwise in the applicable prospectus supplement, the paying agent will
pay interest on Jlunior 5qurdinated Notes that are not in global form at -+its
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office or, at buke Energy's option:

o by wire transfer to an account at a banking institution in the united
states rhat is designated in writing to the Subordinated Indenture
Trustee at least 16 days prior to tﬂe date of payment by the person
entitled to that interest; or

o by check mailed to the address of the person entitled to that interest as
that address appears in the security register for those Junior
Subordinated Notes.

untess Duke Energy states otherwise in the qquicab1e prospectus
supplement, the Subordinated Indenture Trustee will act as paying agent for that
series af Junior Subordinated Notes, and the principal corporate trust office of
the Subordinated Indenture Trustee will be the office through which the paying
agent acts. Duke fnergy may, however, change or add paying agents or approve a
change in the office tKrough which a paying agent acts.

Any money that Duke Energy has paid to a paying agent for principal or
interest on any Junior Subordinated Notes that remains unclaimed at the end of
two years after that principal ar interest has become due will be repaid to Duke
Energz at jts request. After repayment to Duke Energy, holders should Took only
to bDuke Energy for those payments.

pefeasance and Covenant Defeasance
The Subordinated Indenture provides that puke Energy may be:

o discharged from its obligations, with certain limited exceptions, with
respect to any series of Junior Subordinated Notes, as described in the
subordinated Indenture, such a discharge being called a "defeasance” in
this prospectus: and

o released from its obligations under certain restrictive covenants
especially established with respect to a series of Junior Subordinated
Noies, as described in the Subordinated Indenture, such a release being
called a "covenant defeasance” in this prospectus.

Duke Energy must satisfy certain conditions to effect a defeasance or
covenant defeasance. Those conditions include the irrevocable deposit with the
subordinated Indenture Trustee, in trust, of money or government obligations
which through their scheduled payments of principal and interest would provide
sufficient money to pay the principal and any premium and interest on those
Junior Subordinated Notes on the maturity dates of those payments or upon
redemption. Following a defeasance, payment of the Junior
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Subordinated Notes defeased may not be accelerated because of an event of
default under the subordinated indenture.

Under current United States Tederal income tax laws, a defeasance would be
Lreated as an exchange of the relevant Jjunior Subordinated Notes in_which
holders of those Junior Subordinated Notes might recognize gain or loss. In
addition, the amount, timing and character of amounts that holders would
thereafter be required to include in income might be different from that which
would be includible in the absence of that defeasance. Duke Energy urges
investors to consult their own tax advisors as to the specific consequences of a
defeasance, including the applicability and effect of tax laws other than uUnited
States federal -income tax Taws.

Junior Subordinated Notes issued to a Trust will not be subject to covenant
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defeasance.

Subordination

Each series of Junior Subordinated Notes will be subordinate and junior in
right of payment, to the extent set forth in the Subordinated Indenture, to all
senior Indebtedness as defined below. If:

o Duke Energy makes a payment or distribution of any of its assets to
creditors upon 1ts dissolution, winding-up, liguidation or
reorganization, whether in bankruptcy, insolvency or otherwise;

o a default beyond any grace period has occurred and is continuing with
respect to the payment of principal, interest or any other monetary
amounts due and payable on any Senior Indebtedness; or

o the maturity of any Semior Indebtedness has been accelerated because of a
default on that Senior Indebtedness,

then the holders of Senior Indebtedness generally will have the right to receive
payment, in the case of the first instance, of a¥1 amounts due or to become due
upon that Senior Indebtedness, and, in the case of the second and third
instances, of all amounts due on the Senior Indebtedness, or buke Energy will
make provision for those payments, before the holders of any Junior subordinated
Notes have the right to receive any payments of principal or interest on their
Junior Subordinated Notes.

"senior Indebtedness” means, with respect to any series of Jumior .
Subordinated Notes, the ?r1ng1pa1, premium, interest and any other payment in
respect of any of the following;

o all of puke Energy's +indebtedness that is_evidenced by notes, debentures,
bonds or other securities Duke Energy sells for money or other
obligations for money borrowed;

o all indebtedness of others of the kinds described in the Ereceding
category which Duke Energy has assumed or guaranteed or which Duke Energy
has 1n effect guaranteed through an agreement to purchase, contingent or
otherwise; and

0 all renewals, extensions or refundings of indebtedness of the kinds
described in either of the preceding two categories.

Any such indebtedness, renewal, extension or refunding, however, will pot
be Senior Indebtedness if the instrument creating or evidencing it or the
assumption or guarantee of it provides that it is not superior in right of
payment to or 15 equal in right of payment with those lunior Subordinated Notes.
Senior Indebtedness will be entitled to the benefits of the subardination
provisions in the Subordinated Indenture irrespective of the amendment,
modification or waiver of any term of the Senior Indebtedness.

Future series of Subordinated Notes that are not Junior Subordinated Notes
may rank senior to outstanding series of Junior Subordinated Notes and would
constitute Seniar Indebtedness with respect to those series.

The subordinated Indenture does not limit the amount of Senior Indebtedness
that Ouke Energy may issue. As of June 30, 2002, Duke Energy's Senior
Indebtedness totated approximately $4,600,000,000.
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Concerning the sSubordinated Indenture Trustee
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apMorgan Chase Bank (formerly known as The Chase Manhattan Bank) is the
Subordinated Indenture Trustee and is also the Senior Indenture Trustee and the
trustee under Duke Energy's First and Refunding Mortgage. Duke Energy and
certain of its affiliates maintain deposit accounts and banking relationships
with JPMorgan Chase Bank. JPMorgan Chase Bank also serves as trystee or agent
under other indentures and agreements pursuant to which securities of Duke
Energy and of certain of jts affiliates are outstanding.

The Subordinated Indenture Trustee will perform only those duties that are
specifically set forth in the Suberdinated Indenture unless an event of default
under the subordinated Indenture occurs and is continuing. In case an event of
default occurs and is continuing, the subordinated Indenture Trustee will
exercise the same degree of care as a prudent individual would exercise in the
conduct of his or her own affairs.

DESCRIPTION OF THE FIRST AND REFUNDING MORTGAGE BONDS

puke Energy will issue the First and Refunding Mortgage Bonds in one or
more series under its First and Refunding Mortgage, dated as of December 1,
1927, to IPMorgan chase Bank (formerly known as The chase Manhattan Bank), as
Trustee, as supplemented and amended. The First and Refunding Mortgage is
sometimes called the "Mortgage” and the First and Refunding Mortgage Bonds are
sometimes called the "Bonds" in this prospectus. The trustee under the Mortgage
is sometimes called the "Bond Trustee" in this prospectus. The Mortgage is an
exhibit to the registration statement, of which this prospectus is a part.

) The following description of the Bonds is only a summary and is not
intended to be comprehensive. For additional information you should refer to the
Mortgage.

General

_ The amount of Bonds that buke Energy may issue under the Mortgage is
unlimited. buke Ener?y's Board of Directors will determine the terms of each
series of Bonds, jincluding denominations, maturity, interest rate and payment

terms and whether the series will have redemption or sinking fund provisions.

unless Duke Epergy states otherwise in the applicable prospectus
sqpﬁiement, Duke Enerﬁy will issue the Bonds only in fully registered form
without coupons and there will be no service charge for any transfers and
exchanges of the gonds. Duke Energy may, however, reguire payment to cover any
stamp tax or other governmental charge payable in connection with any transfer
or exchange. Transfers and exchanges of the Bonds may be made at JPMorgan Chase
Bank, 450 west 33rd Street, New vork, New York 10001 or at any other office
maintained by Duke Energy for such purpose.

The Bonds will be issuable in denominations of $1,000 and multiples of
$1,000, unless Duke Energy states otherwise in the applicable prospectus
supplement. The Bonds wi?¥ be exchangeable for an eguivalent principal amount of
Bonds of other authorized denominations of the same series,

The prospectus supplement for a particular series of Bonds will describe
the maturity, interest rate and payment terms of those Bonds and any relevant
redemption or sSinking fund provisions.

securily

The Mortgage creates a continuing lien to secure the payment of principal
and interest on the Bonds. All the Bonds are equally and ratably secured without
preference, priority or distinction. The lien of the Mortgage covers
substantially all of puke Energy's properties, real, personal and mixed, and
Duke Energy’s franchises, including properties acquired after the date of the
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Mortgage, with certain exceptions. Those exceptions include cash, accounts
receivable, inventories of materials and supplies, merchandise held for sale,
securities that puke Energy holds, certain after-acquired proEerty not useful in
Duke Energy's electric husiness, certain after-acquired franchises and certain
after-acquired non-electric properties.

<PAGE>

The lien of the Mortgage is subject to certain permitted liens and to liens
that exist upon properties that puke Energy acquired after it entered into the
Mortgage to the extent of the amounts of prior lien bonds secured by those
properties (not, however, exceeding 75% of the cost or value of those
properties) and additions to those properties. "Prior Vien bonds” are bonds or
other indebtedness that are secured at the time of acquisition by a lien upon
property that puke Energﬁ acquires after the date of the Mortgage that becomes
subject to the lien of the Mortgage.

Issuance of additional Bonds

If Duke Energy satisfies the conditions in the Mortgage, the Bond_Trustee
may authenticate and deliver additional Bonds in an aggregate principal amount
not exceeding:

o the amount of cash that buke Energy has deposited with the Bond Trustee
for that purpose;

o the amount of previously authenticated and delivered Bonds or refundable
prior Tien bonds that have been or are to be retired which, with certain
exceptions, Duke Energy has deposited with the Bond Trustee for that
purpose; or

o €66 2/3% of the a%gregate of the net amounts of additional property
(electric) certified to the Bond Trustee after February 18, 1949.

The Bond Trustee may not authenticate and deliver any additional Bonds
under the Mortgage, other than certain types of refunding Bonds, unless Duke
Energy’'s available net earnings for twelve consecutive calendar_months within
the 1mmediately preceding fifteen calendar months have been at least twice the
amount of the annual interest charges on all Bonds outstandin? under the
Mortgage, including the Bonds proposed to be issued, and on all cutstanding
prior lien bonds tgat the Bond Trustee dees not hold under the Mortgage.

Duke Energy may not apply to the Bond Trustee to authenticate and deliver
any Bonds (1) in an aggregate principal amount exceeding $26,000,000 on the
basis of additional property (electric) that buke Energy acgquired or constructed
prior to January 1, 1949 or (2) on the basis of Bonds or prior lien bonds paid,
purchased or redeemed prior to February 1, 1949. puke Energy may not certify any
additional property (electric) which is subject to the Tien of any prior lien
bonds for the purpose of establishing these prior lien bonds as refundable if
the aggregate principal amount of those prior lien bonds exceeds 66 2/3% of the
?gt agougt of the additional property that is subject to the lien of such prior

ien bonds.

Release Provisions

The Mortgage permits Duke Energy to dispose of certain property and to take
other actions without the Bond Trustee releasing that property. The Mortgage
also permits the release of mortgaged property if Duke Energy deposits cash or
other consideration equal to the value of the mortgaged property to be released.
In certain events and within certain Timitations, the Bond Trustee is required
to pay out cash that the Bond Trustee receives -- other than for the Replacement
fund or as the basis for issuing Bonds -- upon Duke Energy's application.
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Duke Energy may withdraw cash that it deposited with the Bond Trustee as
the basis for issuing Bonds in an amount equal to the principal amount of any
Bonds that it is entitled to have authenticated and delivered on the basis of
additional property (electric), on the basis of Bonds previously authenticated
and delivered or on the basis of refundable prior Tien bonds.

Replacement Fund

The Mortgage requires Duke Energy to deposit with the Bond Trustee
annually, for the Replacement Fund established under the Mortgage, the sum of
the "replacement requirements” for all years beginning with 1949 and ending with
the last calendar year preceding the deposit date, less certain deductions.
Those deductions are (1) the aggregate original cost of all fixed property
(electric) retired during that time period, not exceeding the aggregate of the
gross amounts of additional property (electric) that Duke
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Energy acquired or constructed during the same period, and (2) the aggregate
amount of cash that Duke Energy deposited with the Bond Trustee up to that {ime,
or that Duke Energy would have been required to deposit except for permitted
reductions, under the Replacement Fund.

The "replacement requirement” for any year is 2 1/2% of the average "amount
of depreciable fixed property” (electric) owned by buke Energy at the beginning
and end of that year, not exceeding, however, the amount Duke Energy 1is
permitted to charge as an operating expense for de?reciation or retirement b{ .
any governmental authority, or the amount deductible as depreciation or similar
expense for federal income tax purposes. The "amount of depreciable fixed
property” (electric) is the_amount by which the sum of $192,913,385 plus the
aggregate gross amount of all depreciable additional property (electric) that
puke Energy acquired or constructed from January 1, 1949 to the date as of which
such amount is determined exceeds the original cost of all of Duke Energy's
depreciable fixed Eroperty (electric) retired during that period or released
from the Tien of the Mortgage.

Duke Energy may reduce the amount of cash at any time required to be
deposited in the Replacement Fund and may withdraw any cash that it previously
deposited that is held in the Replacement Fund:

o in an amount equal to 150% of the principal amount of Bonds previously
authenticated and delivered under the mortgage, or refundable prior lien
baonds, deposited with the Bond Trustee and on the basis of which Duke
Energy would otherwise have been entitled to have additional Bonds
authenticated and delivered; and

o in an amount equal to 150% ot the principal amount of Bonds which Duke
Energy would otherwise be entitied to have authenticated and delivered on
the basis of additional property {(electric).

upon Duke Energy's application, the Bond Trustee will ape1y cash that puke
Energy deposited in the Replacement Fund and has not previously withdrawn to the
payment, purchase or redemption of Bonds +issued under the Mortgage or to the
purchase of refundable prior lien bhonds.

puke Energy has never deposited any cash with the Bond Trustee for the
Replacement Fund. If buke Energy deposits any cash in the future, it has agreed
not to apply that cash to the redemption of the Bonds as long as any Bonds then
outstanding remain cutstanding.

Amendments of the Mortgage
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buke Energy ma¥ amend the Mortgage with the consent of the holders of
66 2/3% in principal amount of the Bonds, except that no such amendment may:

o affect the terms of payment of principal at maturity or of interest or
premium on any Bond;

o affect the rights of Bondholders to sue to enforce any such payment at
maturity; or

0 reduce the percentage of Bonds required to consent to an amendment.

No amendment may affect the rights under the Mortgage of the holders of
less than all of the series of Bonds outstanding unless the holders of 66 2/3%
in pg1nc1pa1 amount of the Bonds of each series affected consent to the
amendment .

The covenants included in the supplemental indenture for any series of
Bonds to be issued will be solely for the benefit of the holders of those Bonds,
Duke Energy may modify any such covenant only with the consent of the holders of
66 2/3% in principal amount of those Bonds outstanding, without the consent of
Bondholders of any other series.

Events of Default

The Bond Trustee may, and at the written request of_ the holders of a
majority_in principal amount of the outstanding Bonds will, declare the
principal of all outstanding Bonds due when any event of default
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under the Mortgage occurs. The holders of a majority in principal amount of the
outstanding Bonds may, however, waive the default and rescind the declaration if
Duke Energy cures the default.

Events of default under the Mortgage include:
o default in the payment of principal;
o default for 60 days in the payment of interest;

o default in the performance of any other covenant in the Mortgage
continuing for 60 days after the Bond Trustee or the holders of not less
than 10% in principal amount of the Bonds then outstanding give notice of
the default; and

o certain bankruptcy or insolvency events with respect to buke Energy.

Duke Energy provides a statement by certain of its officers each year to
the Bond Trustee stating whether it has complied with the covenants of the
Mortgage.

Concerning the Bond Trustee

JpMmargan Chase Bank (formerly known as The Chase Manhattan Bank) is the
Bond Trustee and is also the senior Indenture Trustee and the Subordinated
Indenture Trustee. Duke Energy and certain of its affiliates maintain deposit
accounts and banking relationships with JPMorgan Chase Bank. 3PMorgan Chase Bank
also serves as trustee or agent under other indentures and agreements pursuant
to which securities of Duke Energy and of certain of its affiliates are
outstanding.

The Bond Trustee is under no obiigation to exercise any of its powers at
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the reguest of any of the holders of the Bonds uniess those Bondholders have
offered to the Bond Trustee security or indemnity satisfactory to it against the
cost, expenses and liabilities it might incur as a result. The holders of a
majority in ?r1nc1pa1 amount of the Bonds outstanding may direct the time,
method and place of conducting any proceeding for any remedy available to the
Bond Trustee, cor the exercise of any trust or power of the Bond Trustee. The
Bond Trustee will not be liable for any action that it takes or omits to take in
good faith in accordance with any such direction.

DESCRIPTION OF THE COMMON STOCK

The following description of Duke Energy's Common Stock is only a summary
and is not intended to be comprehensive. For additional information you should
refer to the applicable provisions of the nNorth carolina Business Corporation
Act and Duke Energy's Restated Articles of Incorporation (Articles) and By-Laws.
The Articles and By-Laws are exhibits to the registration statement, of which
this prospectus is a part.

General

puke Energy is autheorized to issue up to 2,000,000,000 shares of Common
stock. At June 30, 2002, approximately 832,000,000 shares of Common Stock were
outstanding. Duke Energy 1is also authorized to issue up to 12,500,000 shares of
rpreferred Stock, 10,000,000 shares of pPreferred Stock A, 20,000,000 shares of
serial Preferred Stock and 1,500,000 shares of Preference Stock. At June 30,
2002, 2,154,984 shares of Preferred Stock, 1,257,185 shares of preferred Stock A
and no shares of Serial preferred Stock or Preference stock were outstanding.
The pPreferred Stock, Preferred stock A, Serial Preferred Stock and Preference
stock together are sometimes calted the "Preferred Stocks.”

Dividends

Holders of Common Stock are entitled to such dividends as may be declared
from Lime to time by the Board of Directors from legally available funds but
only 1f full dividends on all ourstanding series of the Preferred Stocks for the
then current and all prior dividend periods and any reguired sinking fund
payments with respect to any outstanding series of such securities have heen
paid or provided for.
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voting Rights

subject to the rights, if any, of the holders of the Preferred Stocks that
may be outstanding or as otherwise provided by iaw, the holders of Common Stock
have exclusive voting rights, each share being entitled to one vote. Holders of
Common Stock have noncumulative voting rights, which means that the holders of
more than 50% of the shares voting for the election of directors can elect 100%
of the directors and the holders of the remaining shares voting for the electien
of directors will not be able to elect any directers.

whenever dividends on any part of any outstanding Preferred Stock or
preferred stock A are in arrears in an amount equivalent to the total dividends
required to be paid on that Preferred Stock or Preferred Stock A in any period
of 12 calendar months, the holders of the Preferred Stock as a class have the
exclusive right to elect a majority of the authorized number of directors and
the holders of the Preferred Stock A as a class have the exclusive right to
elect two directors. Those rights cease whenever Duke Energy pays all accrued
and unpaid dividends in full. whenever six quarterly dividends on any
putstanding series of the preference Stock are in arrears or any required
sinking fund payments are in default, the holders of the Preference Stock as a
class have the exclusive right to elect two directors. This right ceases
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whenever all dividends and required sinking fund obligations in default have
heen paid in full or provided for. In addition, the consent of the holders of
specified percentages of any outstanding Preferred Stock, Preferred Stock A or
preference stock, or some or all of the holders of such ciasses, is required in
connection with certain increases in authorized amounts of or changes in stock
senior to the Common Stock or in connection with any sale of substantially all
of puke Energy's assets or certain mergers.

The holders of the serial preferred Stock will have such voting rights as a
series or otherwise with respect to the election of directars or otherwise as
may be fixed by the Board of Directors at the time of the creation of the
saries, in addition to any voting rights provided by law.

Rights vpon Liguidation

The holders of Common Stock are entitled in liguidation to share ratably in
the assets of Duke Energy after payment of all debts and liabilities and after
required preferential payments to the holders of outstanding Preferred Stocks.

Miscellaneous

the outstanding shares of Common Stock are, and the shares of commen Stock
sold hereunder will be, upon payment for them, fully paid and nonassessable.
Holders of Ccommon Stock have no preemptive rights and no conversion rights. The
common Stock is not subject to redemption and is not entitled to the benefit of
any sinking fund provisions.

If so provided by the Board of Directors at the time of creation of anz
series of Serial Preferred Stock, the shares of such saries may be convertible
or exchangeable into shares of Common Stock or other securities of Duke Energy
or of any other corporation or other entity, upon terms fixed at the time of
creation of the series,

Transfer Agent and Registrar
puke Energy acts as transfer agent and registrar for the Common Stock.
Preference Stock Purchase Rights

Each share of Common Stock has attached to it a Preference Stock Purchase
Right. The Rights initially are represented only b{ the certificates for the
shgres o$ common Stock and will not trade separately from those shares unless
and untit:

o ten days after it is publicly announced that a person or ﬂrcup (with
certain exceptions) has acguired, or has obtained the right to acquire,
the beneficial ownership of 15% or more of the outstanding Common Stock
{an "acguiring persen'); or
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o ten business days (or a later date determined by Duke Energy's Board of
pirectors) after the date a person or group commences, or public
announcement is made that the person er group intends to commence, a
tender or exchange offer that would resu?t in the person or group
becoming an acquiring person.

If and when the Rights separate, each Right will entitle the holder to purchase
1/10,000 of a share of Duke Energ¥'s Series A Participating Preference Stock for
an exercise price that is presently $190.

In the event that a person or group becomes an acquiring person, each Right
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(except for Rights beneficially owned by the acquiring person or its
transferees, which Rights become void) will entitle its holder to purchase, for
the exercise price, a number of shares of Common Stock having a market value of
twice the exercise price. Also, if, after ten days following the date of the
announcement that a person or group has become an acquiring person:

o Duke Energy is involved in a merger or similar Tform of business
combination in which Duke Energy is not the surviving corporation or in
which Duke Energy is the surviving corporation but tge Common Stock is
changed or exchanged; or

o more than 50% of bDuke Energy’s assets or earning power is sold or
transferred;

then each Right (except for voided Riﬁhts) will entitle its holder to purchase,
for the exercise price, a number of shares of common stock of the acquiring
company having a value of twice the exercise price. If any person or group
acquires from 15% to but excluding 50% of the outstanding Common Stock, Duke
Energy’s Board of Directors may, at its aption, exchange each cutstanding Right
(except for those held by an acquiring person or its transTerees) for one share
of cEmmon Stock or 1/10,000 of a share of sSeries A Participating Preference
stock.

. Duke Energy's Board of Directors may redeem the Rights for $0.01 ﬁer Right
prior to ten business days after the date of the public announcement that a
person or group has become an acquiring person.

The Ri%hts will not prevent a takeover of Duke Energy. However, the
existence of the Rights may cause substantial dilution to a person or group that
acquires 15% or more of the Common Stock unless the Board of Directors first
redeems those Rights.

Certain Anti-Takeover Matters

Duke Energy’'s Articles and By-Laws include a number of provisions that may
have the effect of encouraging persons considering unselicited tender offers or
other unitateral takeover propeosals to negotiate with the Beard of Directors
rather than pursue non-negotiated takeover attempts. Those provisions include:

Classified Beard of Directors; Removal of Directors; Vacancies

buke Energy's Articles provide for a Board of Directors divided into three
classes, with one class being elected each year to serve for a three-year term.
As a result, at least two annual meetings of shareholders may be required for
shareholders to change a majority of the Board of Directors. Duke Energy's
shareholders may remove directors only for cause. vacancies and newly created
directorships on the Board of Directors may be filled only by the affirmative
vote of a majority of the directors remaining in office, and no decrease in the
number of directors may shorten the term of an incumbent director. The
classification of directors and the inability of shareholders to remove
directors without cause and to fi11 vacancies and newly created directorships on
the Board of Directors will make it more difficult to change the composition of
the Board of Directors, but will promote continuity of existing management.

Advance Notice Regquirements

Duke £nergy’'s By-Laws establish advance notice procedures with regard to
shareholder proposals relating to the nomination of persons for election as
directors or new business to ge brought before annual meetings of shareholders.
These procedures provide that shareholders must give timely notice of such
proEosals in writing to the Secretary of Duke Energy. Generally, to be timely
with respect to an annual meeting of shareholders, notice must be received at
Duke Energy's principal executive offices not less than 30 days nor more than
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120 days prior to the first anniversary date of the annual meeting for the
preceding year. The notice must contain certain information specitied in the
By-Laws.
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special Meetings of Shareholders

~ Neither the Articles nor the By-Laws of Duke Energy give shareholders the
right to call a special meeting of shareholders. The By-Laws provide that
special meet1ngs of shareholders may be called only by the Board of Directors or
the chairman of the Board.

Amendment of Charter and By-Laws
buke Energy's Articles require the approval of not Tess than 80% of the
voting power of all outstanding shares of Common Stock to amend provisions
relating to the minimum and maximum size of the Board of Directors, the
classification of the Board of Directors, the removal of direcrors, the filling
of vacancies and newly created directorships on the Board of Directors and the
requirement that a decrease in the number of directors censtituting the Board of
Directors may not shorten the term of any incumbent director. buke Energy's
Articlies also reqguire the affirmative vote of the holders of at least a ma%or1ty
of the combined voting power of the then outstanding shares of stock of al
classes entitled to vote generally in the election of directors, voting together
as a single class, for the shareholders to adopt, amend or repeal any provisions
in the By-lLaws. This voting requirement also applies to any amendment or repeal
of this provision or the adOﬂtian of any provision inconsistent with it. These
amendment provisions will make it more difficult to dilute the anti-takeover
effects of Duke Energy’s Articles and By-Laws.

serial pPreferred stock

serial Preferred stock can be, and has been, used by corporations
specifically for anti-takeover purposes. For example, shares of serial Preferred
stock can be privately placed with purchasers who supgort a board of directors
in opposing a tender offer or other hostile takeover bid, or can be issued to
dilute the stock ownership and voting power of a third party seeking a merger or
other extraordinary corporate transaction. Under these and similar
circumstances, the serial pPreferred Stock can serve to perpetuate incumbent
management and can adversely affect shareholders who may want to participate in
the tender offer or other transaction.

Duke Ener%y‘s Board of Directors has adopted resclutions that state that
the serial preferred Stock:

a) not be used for the ﬁrincipa1 purpose of acting as an anti-takeover
device without shareholder approval; and

b} net be given supermajority votin? rights except possibly with respect to
proposed amendments to the Articles of Incorporation altering materially
existing provisions of the Serial Preferred Stock or creating, or
increasing the authorized amount of, any class of stock ranking, as to
dividend or assets, prior to the Serial preferred Stock.

DESCRIPTION OF THE STOCK PURCHASE CONTRACTS
AND THE STOCK PURCHASE UNITS

_ Duke Energy may issue stock purchase contracts representing contracts
obligating holders to purchase from Duke Energy, and Duke Energy to sell to the
holders, a specified number of shares of Common Stock (or a range of numbers of
shares pursuant to a predetermined formuela) at a future date or dates. The price
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per share of Common Stock may be fixed at the time the stock purchase comtracts
are issued or may be determined by reference to a specific formula set Forth in
the stock purchase contracts,

. The stock purchase contracts may be issued separately or as a part of
units, often known as stock purchase units, consisting of a stock purchase
contract and either:

o Senior Notes, Junior Subordinated Notes or other debt securities of Duke
Energy or one of its subsidiaries;

o debt obligations of third parties, including v.S. Treasury securities; or

o preferred Securities gr trust preferred securities issued by trusts, all
of whose common securities are owned by Duke Energy or by subsidiaries of
Duke Energy,

securing the holder’s obligations to purchase the Common Stock under the stock
purchase contracts.
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The stock purchase contracts may reguire Duke Energy to make periodic
payments to the holders of the stock purchase umits or vice versa, and such
payments may be unsecured or prefunded on some hasis. The stock purchase
contracts may require holders to secure their obligations in a specified manner
and in certain circumstances Duke Energy may deliver newly issued prepaid stock
purchase contracts, often known as prepaid securities, upon release to_a holder
of any collateral securing such holder's obligations under the original stock
purchase contract.

The appticable prospectus supplement will describe the terms of any stock
purchase contracts or stock purchase units and, if applicable, prepaid
securities. The description in the applicable prospectus suppiement will not
contain all of the information that you may find useful. For more information,
you should review the stock purchase contracts, the collateral arrangements and
depositary arrangements, if applicable, relating to such stock purchase
contracts or stock purchase units and, if applicable, the prepaid securities and
the document qursuant to which the prepaid securities will be issued. These
documents will be filed with the SEC promptly after the offering of such stock
purchase contracts or stock purchase units and, if applicable, prepaid
securities.

DESCRIPTION OF THE PREFERRED SECURITIES

Each Trust may issue only one series of Preferred securities. The Trust
Agreement of each Trust will authorize the Administrative Trustees to issue the
Preferred Securities of that Trust on behalf of that Trust. For additional
information you should refer to the applicable Trust Agreement. The form of
Trust Agreement is an exhibit to the registration statement, of which this
prospectus is a part.

_ The prospectus gupq?ement for a _particular series of Preferred Securities
being offered will disciose the specific terms related to the offering,
including the price or prices at which the preferred securities_to be offered
will be 1ssued. Those terms will include some or all of the following:

0 the title of the series;

o the number of Preferred Securities of the series;

¢ the yearly distribution rate, or the method of determining that rate, and
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the date or dates on which distributions will be pavable;

o the date or dates, or method of determining the date or dates, from which
distributions will be cumuTative;

o the amount that will be paid out of the assets of the Trust to_the
holders of the Preferred securities upon the voluntary or involuntary
dissotutian, winding-up or termination of the Trust:

o any obligation that the Trust has to ﬂurchase or redeem the Preferred
Securities, and the price at which, the period within which, and the
terms and conditions upon which the Trust will purchase or redeem them;

0 any veting rights of the Preferred Securities that are in addition to
those legally required, including any right that the holders of the
preferred Securities have to approve certain actions under or amendments
to the Trust Agreement;

o any right that the Trust has to defer distributions on the preferred
Securities in the event that Duke Energy extends the interest payment
period on the related Junior Subordinated Notes; and

o any other ri%hts, preferences, privileges, limitations or restrictions
upon the Preferred Securities of the series.

Duke Energy will guarantee each series of Preferred securities to the
extent described helow under the caption "Description of the Guarantees.”

The applicable prospectus supplement will describe any material United :
States federal income tax considerations that apply to the Preferred Securities.

DESCRIPTION OF THE GUARANTEES

puke Energy will execute the Guarantees from time to time for the benefit
of the holders_of the Preferred Securities of the respective Trusts. JPMorgan
Chase Bank will act as Guarantee Trustee under
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each Guarantee. The Guarantee Trustee will hold each Guarantee for the benefit
of the holders of the Preferred Securities to which it relates.

) The following description of the Guarantees is only a summary and is not
intended to be comprehensive. The form of Guarantee is an exhibit to the
registration statement, of which this prospectus is a part.

Generai

puke £nergy will irrevocably and unconditionally agree under each Guarantee
to pay the Guarantee Payments that are defined below, to the extent sEecified in
that Guarantee, to the holders of the Preferred Securities to which the
Guarantee relates, to the extent that the Guarantee Payments are not paid by or
on behalf of the related Trust. Duke Energy is required to pay the Guarantee
Payments to the extent specified in the relevant Guarantee regardless of any
defense, right of set-off or counterclaim that Duke Energy may have or may
assert against any persaon.

The following payments and distributions on the pPreferred Securities of a
Trust are Guarantee Payments:

o any accrued and unpaid distributions required to be paid on the preferred
securities of the Trust, but oniy to the extent that the Trust has funds
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legally and immediately available for those distributions;

o the redemption price for an¥ pPreferred Securities that the Trust calls
for redemption, including all accrued and unpaid distributions to the
redemption date, but_only to the extent that the Trust has funds legally
and immediately available for the payment; and

o upon a dissolution, winding—up or termination of the Trust, other than in
connection with the distribution of Junior Subordinated Notes to the
holders of Trust Securities of the Trust or the redemption of all the
preferred Securities of the Trust, the lesser of:

o the sum of the liquidation amount and all accrued and unpaid
distributions on the Preferred Securities of the Trust to the payment
date, to the extent that the Trust has funds legally and immediately
available for the payment; and

o the amount of assets of the Trust remaining available for distribution
to holders of the preferred Securities of the Trust in liquidation of
the Trust.

_ buke Energy may satisfy its obligation to make a_Guarantee Payment by
making that payment directly to the holders of the related Preferred Securities
or by causing the Trust to make the payment to those holders.

Each Guarantee will be a full and unconditional guarantee, subject to
certain subordination provisions, of the Guarantee Payments with respect to the
related Preferred Securities from the time of issuance of those Preferred
Securities, except that the Guarantee will apply to the payment of distributions
and other payments on the Preferred Securities only when the Trust has
sufficient funds legalily and immediately available to make those distributions
or other payments,

IF DUKE ENERGY DOES NOT MAKE THE REQUIRED PAYMENTS ON THE JUNIOR
SUBORDINATED NOTES THAT THE PROPERTY TRUSTEE HOLDS UNDER A TRUST, THAT TRUST
WILL NOT MAKE THE RELATED PAYMENTS ON ITS PREFERRED SECURITIES.

subordination

puke Energy’'s obligations under each Guarantee will be unsecured
obligations of Duke Energy. Those obligations will rank:

o subordinate and junior in right of payment to all of Duke Energy's other
liabilities, other than obligations or Tiabilities that rank equal in
priority or subordipate by their terms;

o equal in priority with Duke Energy's Preferred Stock and Preferred Stock
A and similar guarantees; and

o senior to Duke Energy’'s Common Stock.
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buke_Energy has Preferred Stock and preferred Stock A outstanding that will
rank equal in priority with the Guarantees and has Common Stock outstanding that
will rank junior to the Guarantees.

Each Guarantee will be a guarantee of payment and not of collectien. This
means that the guaranteed party may institute a legal proceeding directly
against Duke Fnergy, as guarantor, to enforce its rights under the Guarantee
without first instituting a lepal proceeding against any other person or entity.
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The terms of the Preferred Securities will provide that each holder of the
Preferred Securities, by accepting those Preferred Securities, agrees to the
subordination provisions and other terms of the related Guarantee.

Amendments and Assignment

Duke Energy may amend each Guarantee without the consent of any holder of
the preferred Securities to which that Guarantee relates if the amendment does
not materially and adversely affect the rights of those holders. Duke Energy may
otherwise amend each Guarantee with the approval of the holders of at Teast
66 2/3% of the outstanding Preferred Securities to which that Guarantee relates.

Termination
Each Guarantee will terminate and be of no further effect when:

0 the redemption price of the Preferred Securities to which the Guarantee
relates is fully paid;

o Duke Ener%y distributes the related Junior Subordinated Notes to the
holders of those Preferred Securities; or

o the amounts payable upon Tiguidation of the related Trust are fully paid.

Each Guarantee will remain in effect or will be reinstated if at any time
any holder of the related Preferred Securities must restore payment of any sums
patd to that holder with respect to those Preferred securities or under that
Guarantee,

Events of pefault

An event of default will occur under any Guarantee it Duke Energy fails to
perform any of its payment obligations under that Guarantee. The holders of a
majority of the Preferred Securities of any series mag waive any such event of
default and its consequences on behalf of all of the holders of the Preferred
Securities of that series. The Guarantee Trustee is obligated to enforce the
Guarantee for the benefit of the holders of the Preferred Securities of a series
it an event of defauwlt occurs under the related Guarantee.

The holders of a majority of the preferred Securities to which a Guarantee
relates have the right to direct the time, method and place of conducting any
proceeding for any remedy available to the Guarantee Trustee with resRect 10
that Guarantee or to direct the exercise of any trust or power that the
Guarantee Trustee holds under that Guarantee. Any holder of the related
preferred Securities maK institute a lTegal proceeding directly against Duke
Energy to enforce that holder's rights under the Guarantee without first
instituting a legal proceeding against the Guarantee Trustee or any other person
or entity.

Concerning the Guarantee Trustee

JPMorgan Chase Bank will be the Guarantee Trustee. It is also the Property
Trustee, the Subordinated Indenture Trustee, the Senior Indenture Trustee and
the Bond Trustee. bDuke Energy and certain of its affiliates maintain deposit
accounts and banking relationships with 1lPMorgan Chase Bank. JPMorgan Chase Bank
also serves as trustee or agent under other indentures and agreements pursuant
to which securities of puke Energy and certain of its affiliates are
outstanding.

The Guarantee Trustee will perform only those duties that are specifically
set forth 1in each Guarantee unless an event of default under the Guarantee
occurs and s continuing._In case an event of default occurs and is continuing,
the Guarantee Trustee will exercise the same degree of care as a prudent
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individual would exercise in the conduct of his or her own affairs. Subject to
those provisions, the Guarantee Trustee is under no ob1iﬁation to exercise any
of its powers under any Guarantee at the request of any holder of
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the related Preferred Securities unless that holder offers reasonable indemnity
to the Guarantee Trustee against the costs, expenses and liabilities which it
might incur as a resuli.

Agreements as to Expenses and Liabilities

Duke Energy will enter into an Agreement as to Expenses and Liabilities
under each Trust Agreement, Each Agreement as to Expenses and tiabilities will
provide that Duke Energy will, witg certain exceptions, irrevocably and
unconditionally guarantee the full payment of any indebtedness, expenses or
liabilities of the related Trust to each person or entity to whom that Trust
becaomes indebted or liable. The exceptions are the obligations of the Trust to
pay to the holders of the related preferred Securities or other similar
interests in that Trust the amounts due to the holders under the terms of those
Preferred Securities or those similar interests.

PLAN OF DISTRIBUTION

Duke Energy and the Trusts may sell securities to one or more underwriters
or dealers for pubtic offering and sale by them, or it may sell the securities
to investors directly or through agents. The Erospectus suﬁpIement relating to
the securities being offered will set forth the terms of the offering and the
method of distribution and will identify any firms acting as underwriters,
dealers or agents in connection with the offering, including:

o the name or names of any underwriters;

o the purchase price of the securidies and the proceeds to puke Energy or
the Trusts from the sale;

0 any underwriting discounts and other items constituting underwriters'
compensation;

o any public offering price;
o any discounts or concessions allowed or reallowed or paid to dealers; and
0 any securities exchange or market an which the securities may he Tisted.

only those underwriters identified in the prospectus supplement are deemed
to be underwriters in connection with the securities pffered in the prospectus
suppliement.

buke Energy and the Trusts may distribute the securities from time to time
in one or more transactions at a fixed price or prices, which may be changed, or
at prices determined as the prospectus supplement specifies. buke Energy may
sell securities through forward contracts or similar arrangements. In connection
with the sale of securities, underwriters, dealers or agents may be deemed to
have received compensation from buke Energy in the form of underwriting
discounts or commissions and also may receive commissions from securities
purchasers for whom they may act as agent. underwriters may sell the securities
to or through dealers, and such dealers may receive compensation in the form of
discounts, concessions or commissions from the underwriters or commissions from
the purchasers for whom they may act as agent.

Duke Energy may sell the securities directly or through agents it
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designates from time to time. Any agent involved in the offer or sale of the
securities covered by this prospectus, other than at the market offerings of
common stock, will be named in a prospectus suppliement relating to such
securities. At the market offerings of common stock may be made by agents.
Commissions payable by Duke Energy to agents will be set forth in a praspectus
supplement relating to the securities being offered. Unless otherwise indicated
in a prospectus supplement, any such agents will be acting on a best-efforts
basis for the period of their appointment.

some of the underwriters, dealers or agents and some of their affiliates
who participate in the securities distribution may engage in other transactions
with, and perform other services for, Duke Energy and its subsidiaries or
affiliates in the ordinary course of business.

Any underwriting or other compensation which Duke Energy pays to
underwriters or agents in connection with the securities offering, and any
discounts, concessions or commissions which underwriters allow to deaiers, will
be set forth in the applicable prospectus supplement. Underwriters, dealers and
agents participating in the securities distribution may be deemed to be
underwriters, and any discounts and
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commissions they receive and any profit they realize on the resale of the
securities may be deemed to be underwriting discounts and commissions under the
Securities Act of 1233. uUnderwriters, and their controlling persons, and agents
may be entitled, under agreements entered into with Duke Energy and the Trusts,
to indemnification against certain civil Tiabilities, including liabilities
under the Securities Act of 1933.

EXPERTS

The consoiidated financial statements and the related financial statement
schedule incorporated in this prospectus by reference from bDuke Energy's Annual
Re?ort on Form 10-K for the year ended December 31, 2001 have been aud1ted_b¥ )
Deloitte & Touche LLP, independent auditors, as stated in their report, which is
incorporated herein by reference, and have been so incorporated in reliance upon
thg.rgport of such firm given upon their authority as experts in accounting and
auditing.

VALIDITY OF THE SECURITIES

Edward M. Marsh, Jr., Esq., who is Duke Energy's Deputy General Counsel and
Assistant Secretary, and Simpson Thacher & Bartlett, New York, New vork, will
issue opinions about the validity of the securities offered by Duke Energy in
the applicable prospectus supplement for buke Energy. Richards, Layton & Finger,
P.A., special Delaware cnunseq, will issue opinions about the validity of the
Preferred Securities offered in the applicable prospectus supplement for the
Trusts. Counsel named in the applicable prospectus supg1ement will issue
opinions about the validity of the securities offered by Duke Energy for any
underwriters.
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WHERE YOU CAN FIND MORE TNFORMATION

i Duke Enefgﬁ files annual, quarterly and current reports and other
information with the SEC. You may read and copy any documents that are filed at
SEC Public Reference Room at 450 Fifth Street, N.W., washington, D.C. 20549,

_You may also obtain copies of these documents at prescribed rates from the
Public Reference Section of the SEC at its Washington address.
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Please call the SEC at 1-800-SEC-0330 for_further information. Duke
energy's filings are alsoc available to the public through:

¢ the SEC web site at http://www.sec.gov; and

o The New York Stock Exchange
20 Broad Street
New York, New York 1000S.

Information about Duke Energy is also available on its web site at
http://www.duke-energy.com. Such web site is not a part of this prospectus.

The SEC allows Duke Energy to "incorporate by reference" the information
Duke Energy files with it, which information incorporated by reference is
considered to be part of this prospectus and any accompanying praspectus
supplement, and later information that Duke Energy files with the SEC will
automatically update and supersede that information as well as the information
included in this prospectus and any accompanyin%_prnspectus supplement. Duke
Energy incorporates by reference the documents listed below and any future
filings made with the SEC under Sections 13(a), 13(¢), 14, or 15§d of the
securities Exchange Act of 1934 filed prior to the termination of this offering:

o Duke Energy's annual report on Form 10-K for the year ended December 31,
2001,

o Duke Energy's quarterly reports on Form 10-Q for the quarters ended March
31, 2002 and June 30, %002; and

o Duke Energy's current reports on Form 8-K Tiled on March 29, 2002 and
April 15, 2002.

Duke Energy will provide without charge a copy of these filings, other than
any exhibits unless the exhibits are specigica11y incorporated by reference into
this prospectus. You ma¥ request your copy by writing puke Energy at the
following address or telephoning one of tﬁe following numbers:

Investor Relations Department

puke Energy Corporation

P.0. Box 1005

Charlotte, North Carolina 25201

(704) 382-3853 or (800) 488-3853 (roll-free)
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DUKE ENERGY OHIO, INC.
Case No. 08-709-EL-AIR
Supplemental Information (C)}(4)

Most recent federal and/or state regulatory agency report (FERC Form 1, FERC Form 2,
FCC Form M, PUCO annual report).

Response: See Attached FERC Form 1.

Sponsoring Witness: Pegpy A. Laub



THIS FILING IS

| ttem 1: [X] An Initial (Original) OR [J Resubmission No.

Form 1 Approved
OMB No. 1802-0021
(Expires 7/31/2008)

Submission Form 1-F Approved
OMB No. 1802-0029
{Expires 6/30/2007)
Form 3-Q Approved
OMB No. 1902-0205
(Expires 6/30/2007)
FERC FINANCIAL REPORT
FERC FORM No. 1: Annual Report of
Major Electric Utilities, Licensees
and Others and Supplemental
Form 3-Q: Quarterly Financial Report
These reporis are mandatory under the Fedaral Power Act, Sections 3, 4(a), 304 and 309, and
18 CFR 141.1 and 141.400. Failure to report may result in criminal fines, civit penalties and
other sanclions as provided by law. The Federal Energy Regulatory Commission does nol
consider these reports to be of confidential nature
Exact Legal Name of Respondent (Company) Year/Period of Report

Duke Energy Ohiog, Inc.

End of 2007/Q4

FERC FORM No.1/3-Q (REV. 02-04)







Deloitte. N

1100 Carilior: Building
227 West Trade Street
Charlotte, NC 28202
LSA

Tel: +1 704 887 1500
Fax: +1 704 887 1570
wwwwdeloitte.com

INDEPENDENT AUDITORS' REPORT

Duke Energy Ohio, Inc.

We have audited the balance sheet — regulatory basis of Duke Energy Ohio, Inc. (the “Company™) as of
December 31, 2007, and the related statements of income — regulatory basis; retained eamings —
regulatory basis; cash flows — regulatory basis; and accumulated other comprehensive income,
comprehensive income, and hedging activities — regulztory basis for the year ended December 31, 2007,
included on pages 110 through 123 of the accompanying Federal Energy Regulatory Commission Form
1. These financial statemenis are the responsibility of the Company's management. Our responsibility
is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards as established by the
Auditing Standards Board {(United States) and in accordance with the auditing standards of the Public
Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are fiee of
material misstatement. The Company is not required to have, nor were we engaged to perform, an andit
of its internal conirel over financial reporting. Our audit included consideration of internal control over
financial reporting as a basis for designing sudit procedures that are appropriate in the circumstances,
bul not {or the purpose of expressing an opinion on the effectiveness of the Company’s intermal conirol
over financial reporting. Accordingly, we express no such opinion. An audit also includes examining,
on a test basis, cvidence supporting the amounis and disclosures in the financial statements, assessing
the aceounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our andit provides a reasonable basis for our
opinion.

As discussed on page 123, these financial statements were prepared in accordance with the accounting
requirements of the Federal Energy Regulatery Commission as set forth in its applicable Uniform
System of Accounts and published accounting releases, which is a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America,

In our opinion, such regulatory-basis financial statements present fairly, in all matenial respects, the
assets, Liabilities, and proprietary capitat of Duke Energy Ohio, Inc. as of December 31, 2007, and the
results of its operations and its cash flows for the year ended December 31, 2007 in accordance with the
accounting requirements of the Federal Enerpy Regulatory Commyssion as set forth in its applicable
Uniform System of Accounts and published accounting releases.

This report is intended solely for the information and use of the board of directors and management of

Duke Energy Ohio, Inc. and for filing with the Federal Energy Regulatory Comsuission and is not
intended to be and should not be used by anyone other than these specified parties.

DQQO}H]Z +—_{.;6LC£'-& LLp

April 17, 2008

Membes of
eloitte Touche Tohmatsu
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FERC FORM NO. 1/3-Q:

REPORT OF MAJOR ELECTRIC UTILITIES. LICENSEES AND OTHER

IDENTIFICATION
01 Exact Legal Name of Respondent 02 Year/Period of Report
Duke Energy Ohio, Inc. End of 2007104

03 Previous Name and Date of Change (if name changed duwring year)
it

04 Address of Principal Office at End of Period (Sireef, Cty, Siafe, Zip Coda)
139 East Fouth Street, Cincinnati, Ohio 45202

05 Name of Contact Person 06 Tille of Contact Person
Misty Roddey Accounting Manager

07 Address of Conlact Person {Street, City, Stale, Zip Code)
526 South Church Sireet, Charlotte, NC 28202

08 Telephone of Conlact PersonJncluding 09 This Report Is 10 Date of Report
Area Code (1) [X} AnOriginal (2} [ A Resubmission (Mo, Da, ¥r}
(704) 373-5872 N

ANNUAL CORPORATE OFFICER CERTIFICATION

The vndersigned afficer cerlifies that:

| have sxamined this report and to the best of my knowledge, information, and bellef all statements of fack contained in this report are cormect statements
of the business affairs of the respondent and the financial statemants, and other financial Information contained In this repart, conform In all matesial
regpects to the Uniform System of Accounts.,

f\ £
01 Name 03 Sig (] 04 Date Signed
David L. Hauser é / {MD, Da, Yf)
02 Title
1 it jo¥

Group Executive & CFO David L. Hauser

Title 18, U.5.C. 1001 makes it a crime for any person to knowingly and willingly to make 1o any Agency or Departrent of the United States any
fatse, fictiious or fravdulent statements as to any maties within its jisdiction.

FERC FORM No.1/3-Q (REV. 02-04) Page 1



Name of Respondent This Reportls: Data of Report Year/Period of Repor
Duke Energy Ohio, Inc. g; :“Rg;'i':i's o ﬂﬁ- Da, Y1) Endof 2007104
LIST OF SCHEDULES (Eleciric Utility)
Enter in column (c) the terms "none,” “not applicabla,” or "NA,” as appropriate, where no information or amaounts have been reported for
certain pages. Omit pages whare the respondents are "none,” “not applicable,” or "NA".
Line Title of Schedule Reference Remarks
No. Page No.
(a) (b) {e)
1 | Generat Infermation 101
2 | Control Over Respondent 102
31 Corporations Controlled by Respondent 103
4 | Officers 104
5 | Dureclors 105
6| Important Changes During the Year 108-109
7| Comparative Balance Sheet _ Ho-113
8| Statement of Income for the Year 114-117
9 ] Statement of Retained Eamings for the Year 118119
10 | Staterment of Cash Flows 120-121
11{ Notes to Financial Statements 122-123
12 | Statement of Accum Comp Income, Comp income, and Hedging Activities t22{a}b}
13 | Summary of Uility Piant & Accumulaled Provisions for Diep, Amort & Dep 200-201
14 | Nuclear Fuel Materials 202-203 N/A
15 | Electric Plant in Service 204-207
16 | Electric Plant Leased to Others 213 N/A
17 | Eleclric Plant Held for Future Use 214
1& | Construction Work in Progress-Electng 216
19| Accumulated Pravision for Depreciation of Electric Utility Plant 219
20 | investment of Subsidiary Companies 224-225
21| Materials and Supplies 227
22 | Alowances 228-229
23 | Extraordinary Property Losses 230 A
24§ Unrecovered Plant and Reguiatery Study Cosls 230 NIA
25 | Transmission Service and Generation tnterconnection Siudy Costs 231 N/A
26 | Other Regulatory Assets 232
27 | Miscelfancous Deferred Debits 233
28| Accumutated Deferred Income Taxes 234
29| Capita! Stock . 250-281
30| Other Paid-in Capilal 253
31| Capital Stock Expense 254 NA
32 | Long-Term Debt 256-257
33 | Reconciliation of Reported Net Income with Taxable Inc for Fed Inc Tax 261
34| Taxes Acorued, Prepaid and Charged During the Year 262-263
35| Accumulated Deferred Investment Tax Credits 266-267
36 Long-Ternt Oebt 269

FERG FORM NO. 1 (ED. 12-96) Page 2



Mame of Respondent T1his E?m Is: ’ Date of Repori YeariPeriod of Report
Duke Energy Ohio, Inc. 22; n:nRggug;lna:ssian (’;‘k;- Da, Yr) Endof 2007104
LIST OF SCHEDULES (Electric Uility} {cantinued)
Enter in column (c) the lerms "none,” "not applicable,” or "NA," as appropriate, where no information or amounts have been reported for
certain pages. Omil pages where the respondents are “none,” "not applicable * or "NA"
Line Title of Schedute Referonce Remarks
Nao. } Page No.
(@ {b) (c)
37| Accumulated Deferred Income Taxes-Accelerated Amertization Property 272-273
38§ Accumulated Defemred Income Taxes-Other Property 274-275
39| Accumulaled Defetred Income Taxes-Other 276-277
40| Other Regulatory Liabiliies 278
41 | Electric Cperaling Revenues 300-301 Pg 302is N/A
42 | Sales of Electricity by Rate Schedules 104
43 | Sales for Resale 310-311
44 | Eiectric Operation and Maintenance Expenses 320-323
45] Purchased Power ' 326-327
46 | Transmission of Electricity for Others 328-330
47 | Transmission of Electricity by ISO/RTOs 331
48 | Transmission of Electricity by Others 332
49 | Miscellanecus General Expenses-Electric 335
50 | Depreciation and Amortization of Electric Plant 336-337
51 | Regulalory Commission Expenses 350-351
52 | Research, Development and Bemensteation Activities 352-353
53| Distribution of Salaries and Wages 354-355
54 | Common Utility Plant and Expenses 356
55 | Amounts included in ISO/RTO Setlement Statements 397
56 | Purchase and Sale of Ancillary Services 358
57 { Monthly Transmission Sysiem Peak Load 400
§8 | Monthly ISO/RTO Transmission System Peak Load 400a NiA
59| Electric Energy Account 401
50 | Monthly Peaks and Output 401
61| Steam Electric Generating Plant Statistics 402-403
62 | Hydroeleciric Generating Plant Statistics 406-407 /A
63{ Pumped Storage Generating Plant Statistics 408-409 NIA
64 | Generating Plant Statistics Pages 410-411 WA
€5 | Transmission Line Statistics Pages 422423
66 | Transmission Lines Added During the Year 424-425

FERC FORM NO. 1 (ED. 12-96) Page 3



Duke Energy Ohig, Inc.

[ Name of Respondent

(1}

This Report Is:
An Original
(2} [JA Resubmission

Date of Report
(Mo, Da, Y1}

[

Year/Period of Report
End of 2007/Q4

UST OF SCHEDULES (Etectric Utility) (continued)

Enter in column (c) the terms "none,” "nol applicable,” or "NA,” as appropriate, where no information or amounts have been reported for
certain pages. Omiit pages where the respondents are "none,” "not applicable,” or "NA"

Line Title of Schedide Reference Remarks
No. Page No.
(a} (b) {c}
67 | Substations 426-427
68 | Footnote Data 450

Stockholders' Reports Check appropriate box:
[] Four copies will be submitied

No annual report to stockholders is prepared

FERC FORM NOC. 1 (ED. 12-96)
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Name of Respondent This Report Is: Date of Report Year/Period of Report

Duke Energy Ohio, Inc. {1) An Original (Mo, Da, Yr)

GENERAL INFORMATION

1. Provide name and title of officer having custody of the general corporate books of account and address of

office where the general corporate books are kept, and address of office where any other corporate books of account

are kept, if different from that where the general corporate books are kepl.

Corporate Bocks: Other Corporate Books of Account:
Steven K. Young, Senior Vice President & Controller 139 Bast Fourht Street, Rm 202
526 South Church Street Cincinnati, OF 45202

Charlotte, HC 28202

2. Provide the name of the State under the laws of which respondent is incorporated, and date of incorporation.
If incorporated under a special law, give reference to such law. i not incorporated, state that fact and give the type
of organization and the date organized.

Aprit 3, 1837

3. f at any time during the year the property of respondent was held by a receiver or trustee, give (a) name of
receiver or trustee, (b) date such receiver or trustee took possession, (c) the authority by which the receivership or
trusteeship was created, and (d) date when possession by receiver or trustee ceased.

Mot Applicable

4. Stale the classes or utility and other services furnished by respondent during the year in each State in which
the respondent operated. .

State of Chio - Gas and Electric

5. Have you engaged as the principal accountant {0 audit your financial statements an accountant who is not
the principal accountant for your previous vear's cerlified financial statements?

(1) 1 Yes...Enter ihe date when such independent accountant was initially engaged:
{2) No

FERC FORM No.1 {ED. 12-87) PAGE 101

{2) [J A Resubmission 'y Endof __2007/Q4




Name of Respondent This Report is: Date of Report | Year/Period of Reporl
{1) X An Criginal (Mo, Da, Y1)
Duke Energy Ohio, inc. {2) J Resubmission it 2007104
FOOTNOTE DATA

Scheduie Page: 101 Line No.: 1

Column: Item 2

The Respondent was Incerporated April 3, 1837, as the Cincinnati Gas, Light, and Coke
Company. The pame was changed to The Cincinnati Gas & Electric Company in 19201. The name
was changed to Duke Energy Chio in 2006.

IFERC FORM NO. 1 (ED. 12-87)
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Ohio, Inc. {1 An Criginal (Mo, Da, Yr}
(2) [0 A Resubmission Iy, End of 20074
CONTROL OVER RESPONDENT

1. it any corporation, business trust, or similar organization or a combination of such organizations jointly held
coniral over the repondent at the end of the year, state name of controlling corporation or erganization, manner in
which control was held, and extent of control. If cantrol was in a holding company organization, show the chain
of ewnership or control lo the main parent company or organization. If control was held by a trustee(s), state
name of trustee(s), name of beneficiary ar beneficiearies for whom trust was maintained, and purpoese of the trust,

On April 3, 2006, Cinergy Corp. became a wholly owned subsidiary of Duke Energy Comporation. Cinergy Corp. is the parent company
of Duke Energy Chio {formerly The Cincinnali Gas & Electric Company).

FERC FORM NO. 1 (ED. 12-96)
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Name of Respondent This Reporl is: Date of Reporl Year/Period of Report
(1) [X]An Original (Mo, Da, V1) End of 2007/Q4

io, IncC.
Duke Energy Ohio, Inc ) A Resubmission Iy
cuwo%'—nous CONTROLLED BY REGPONDENT

1. Report below the names of alt corporations, business trusts, and similar organizations, controlied directiy or indirectly by respondent
at any time during the year. If conirol ceased prior t0 end of year, give particutars (delails) in a footnote.
2. If control was by other means than a direct holding of voting rights, state in a footnote the manner in which control was held, naming

any intermediaries involved.
3. If control was held jointly with one or more other interests, state the fact in a fooinote and name the other interests.

Definitions
1. See the Uniform System of Accounts for a definition of control.

2. Direct control is that which is exercised without interposition of an intermediary.

3. Indirect control is that which is exercised by the interposilion of an intermediary which exercises direct control.

4. Joint control is that in which neither interest can effectively control or direct action withoul the consent of the other, as where the
voting control is equally divided between two holders, or each party holds a velo power over the other. Joint control may exist by
mutual agreement or understanding between two or more parties who together have control within the meaning of the definition of
control in the Uniform System of Accounls, regardless of the relative voiing rights of each party.

Ling Name of Company Controlied Kind of Business Perceni Voling Footnote
Stock Owned Ref.

No. .
? (a) ) (c) (d)

DUKE ENERGY KENTUCKY, INC. PUBLIC UTILITY 100

MIAMI POWER CORPORATION TRANSMISSION OF ELECTRIC 100

KO TRANSMISSION COMPANY TRANSPORTATION OF ENERGY 100

TRI-STATE IMPROVEMENT COMPANY REAL ESTATE 100

1
z

3

4

5] CINERGY POWER INVESTMENTS, INC. INAGTIVE 100
p .

7

&

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

FERC FORM NO. 1 (ED. 12:96) Page 103



Name of Respondent El;l';is R Arrt] ICS) ol (Dhgée Eo)! Rsp}on Year/Period of Report
B TIginai , U3, ¥ End of 2007104
Duke Energy Qhio, Inc. (2) [T]A Resubmission 7 nd —_—

OFFICERS

1. Repaort below the name, titte and salary for each executive officer whose salary is $50,000 or more. An "executive officer” of a
respondent includes its president, secreiary, lreasurer, and vice president in charge of a principal business unit, division or function
{such as sales, administralion or finance), and any other person who performs similar policy making funciions.

2. If a change was made during the year in the incumbent of any position, show name and total remuneration of the prewous
incumbent, and the date the change in incumbency was made,

Line Title Name of Oficet Salary
No. for Year
{a) b) {c)
1 |Chief Execulive Officer, effective 3/14/2007 James E. Rogers
2
3 | Group Executive and Chief Nuclear Officer, effective H. Brewerion Barron, Jr. 425,256
4 3/1472007
5
6 [Vice President and Treasurer, effective 11/15/2007 Stephen G. De May 268,152
7
B8 |Vice President, through 3/14/2007; Senior Vice Lynn J. Good 401,700}
9 President, eflective 3/14/2007-11/15/2007; and
10 Treasures through 11152007
11
12 |Group Executive and Chief Financial Officer, effective David L. Hauser 577,500
13 3/14/2007
14
15 [Senior Vice President ang Corporate Secretary, Juka S._ Janson 287.532
16 efective 3/14/2607
17
18 |Group Execulive and Chief Legal Officer, effective Marc E. Manly 556,008
19 31412007
20
21 |Group Vice President - Regutated Fossif Hydro William R. Mc Collumn, Jr. 396,000
22 | Generation, through 3/14/07; Group Executive and
23 |and Chief Regulated Generation Officer, effective
24 |3/14/2007 -3/30/2007
25
26
27 1Group Executive and Chief Administrative Gfficer, Christopher C. Rolfe 369,600
8 effective 3/14/2007
29
30 |Group Executive, effective 3/44/2007 ; Chief Sirategy B. Keith Trent 429,678
31 and Policy Officer, effective 3/14/2007-6/29/2007:
32 Chief Strategy, Policy and Regulatory Officer,
33 effective 6/29/2007
a4
35 }Group Executive & Chief Commerciat Officer, US James L. Turner 589,95¢
36 | Franchised Electric & Gas, thwough 3/14/2007;
37 Chief Operating Officer, effective 6/29/2007
38
39 |senior vice President ang Controller, effective Sleven K. Young 277,200
40 31472007
41
42 |Vice President, Tax , through 3/14/07; Senior Vice Keith G. Butier 294,996
43 | President, Tax, effeclive 3/14/07
44

FERC FORM NO. 1 (ED. 12-9€)
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Nama of Respondent ?'1[’;8 F\I‘ﬁ%l.. ics)i'igl 1 Fﬁge Sfa R\?‘p}ort Year/Period of Report
. na , b, ¥F 2007/Q4
End of
Buke Energy Ohfo, fnc. (2) DA Resubmission i -
OFFICERS

1. Report below the name, title and salary for each executive officer whose salary is $50,000 or more. An "executive officer” of 8
respondent includes its president, secretary, freasurer, and vice president in charge of a principal business unit, division or function
{such as sales, administration or finance), and any other person who performs similar policy making funclions.

2. If a change was made during the year in the incumbent of any position, show name and tolal remuneration of the previous
incumbent, and the date the change in incumbency was made.

Line Tille Name of Officer Salary
No. for Year
{a) {b) {o)
1 [Senior Vice President, Rates and Regulatory Myron L. Caldwell 268,744
2 Accounting, effective 3/14/07
3
4 |Senior Vice President, Slrategy and Planning, effeclive Douglas F. Esamani 304,320
5 B29/2007
6 |Group Vice President, Power Delivery, through Jf14/07; Theopolis Holeman 326,976
7 Senior Vice Fresident, Power Delivery, effective
8 314107
9
10 |[Vice President and Conlrotler, through 3/14/07; Dwight L. Jacobs 210,036
11 Vice Presidert, US Franchised Elecwic and Gas
12 Accounting, effeclive 411307
13
14 |President - Duke Energy Ohio, effective 3/14/07 Sandra P. Meyer 315,000
15
16 |[Chiel Technology Officer and Vice President, ' David w. Mohler 196,368}
17 effective 314/07
18
19 |Chief Information Officer and Senior Vice President, A R. Mullinax 360,004
20 efiective 3/14/07
21
22 Group Vice President, General Counsel and Secretary, Paul R, Newlon 267 804
23 US Franchised Electric and Gas, through 3/14/07;
24 Senior Vice President, Legal and Assistant
25 Secretary, effective 3/14/07
26
27 |Chief Procurement Officer and Vice President, _ Ronaid R. Reising 290,796/
28 effective 3/14/07
29
30 |Chief Communications Officer and Senior Vice Cathy S. Roche 209,448
31 President, effective 3/14/07
32
33 |Group VYice President, Engineering and Techincal John J. Roebel 27,012
34 Services through 3/14/07; Senior Vice President,
a5 Engineering and Techincal Services, effective 3/14/07
36
37 |Group Executive and Chief Operating Officer, US Thomas C. O'Connor 589,956
38  Franchised Electric and Gas, through 3/1472007
39
40
41
42
13
44
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Name of Respondent ;l;l}is Re| Art Is: (Dhg‘tje of Report YearfPeriod of Report
Duke Energy Ohio. Inc. {2) [T]A Resubmission it *—
DIRECTORS

titkes of the directors who are officers of the respondent

1. Reporl below the information called for conceming each director of the respondeat who held office at any time during the year. Indlude in column (a), abbreviatad

2. Designate members of the Exzcutive Commitiee by a friple asterisk and the Chaimman of the Executive Committee by 5 double asterisk.

tne Name {and Tille) of Director
No. (a)

Principat Bl.{%i;mss Address

David L. Hauser {Group Executive & CFQ)

526 South Church Skreet, Charlotte, NC 28201

wiltiam J. Mc Collum {Group Executive & Chief Regulated

526 South Church Street, Charlotte, NC 28201

Generation Officer)

Sandra P. Meyer (President)

139 E. Fourth Street, Cincinnati, OH 45202

526 South Church Street, Charlotte, NC 28201

James L. Tumer (Group Executive & COO}

526 South Church Street, Charlolte, NC 28201

1

2

3

4

51 James E. Rogers (Chief Execulive Officer)
6

T

8

9

10

1"

12

13

14

15

16

17

18

19

20

21

2

23

24

25

26

27

28

20

30

3

32

33

34

35

36

37

38

39

40

M

42

43

44

45

46

a7

48
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Name of Respondent This Report Is: Date of Repart Year/Period of Report
Duke Energy Ohig, Inc. (1) An Original Iy Endof  2007/Q4
(2) [] A Resubmission

IMPORTANT CHANGES DURING THE QUARTERIYEAR

Give particulars {details) concerning the matters indicated below. Make the statements explicit and precise, and number them in
accardance with the inquiries. Eachinquiry should be answered. Enter "none,” "not applicable,” or "NA™ where applicable. ¥
information which answers an inquiry is given etsewhere in the reporl, make a reference to the schedule in which il appears.

1. Changes in and important addilions to franchise rights: Describe the actual consideration given therefore and state from whom the
franchise rights were acquired. If acquired without the payment of consideration, state thal fact.

2. Acquisition of ownership in other companies by reomganization, merger, or consolidation with other companies: Give names of
companies involved, particutars concerning the transactions, name of the Commission authorizing the transaction, and reference to
Commission authorization.

3. Purchase or sale of an operaling unit or system: Give a brief dascription of the property, and of the transactions relating theredo,
and reference to Cammission authorization, if any was required. Give date journal entries called for by the Uniform System of Accounts
were submified to the Commission.

4. Important easeholds (other than leaseholds for natural gas lands) that have been acquired or given, assigned or sumendered: Give
effective dates, lenglhs of terms, names of parties, rents, and other condition. State name of Commission authorizing lease and give
reference to such authorization,

5. Important extension or reduction of transmission or distribution system: State terrilory added or selinquished and date operations
began or ceased and give reference to Commission auihorization, i any was required. State also the approximate number of
customers added or osl and approximate annual revenues of each class of service. Each natural gas company must aslso state major
new continuing sources of gas made available 1o it from purchases, development, purchase contract or otherwise, giving locaion and
approximate total gas volumes available, period of contracts, and other parties to any such amangements, etc.

6. Obligations incurred as a resull of issuance of securities or assumption of liabilities or guarantees including issuance of short-term
debt and commercial paper having a maturity of one year or less. Give reference to FERC or State Commission authorizalion, as
appropriate, and the amount of obligation or guarantee.

7. Changes in arlicles of incorporation or amendments to charter: Explain the nature and purpose of such changes or amendments.
8. State the estimaled annual effect and nature of any important wage scale changes during the year.

9. State briefly the status of any materially important iegal proceedings pending at the end of the year, and the results of any such
proceedings culminated during the year,

10. Describe briefly any materially important transaclions of the respondent not disclosed elsewhere in this report in which an oi'ﬁcer.
director, security holder reporied on Paga 106, voting trustee, associated company or known associate of any of these persons was a
party or in which any such person had a material interest.

11. (Reserved.)

12. If the imporiant changes during the year relating 1o the respondent company appearing in the annual report ta stockhelders are
applicable in every respeci and furnish the data required by Instructions 1 ta 11 abave, such notes may be inciuded on this page.

13. Describe fully any changes in officers, direclors, major security holders and voting powers of the respondent that may have
occurred during the reporting period.

14. In the event that the respondent participales in a cash management program{s) and its proprietary capital rafio is less than 30
percent please describe the significant events or transactions causing the proprietary capital ratio to be less than 30 percent, and the
extent 10 which the respondent has amounts loaned or money advanced to its parent, subsidiary, or affiliated companies through a
cash management program{s). Additionally, please describe plans, if any to regain at least a 30 percent proprietary ratio.
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[Name of Respondent This Report is: Date of Repart | Year/Period of Report
{1) X An Original {Mo, Da, ¥r)
Duke Energy Ohio, Inc. (2)_ A Resubmission ' 2007/04

IMPORTANT CHANGES DURING THE QUARTERIYEAR {Continued)

1. None
2. See Notes 1, 2 and 4 of the "Notes to Financial Statements”.

3, See Note 3 of the "Notes to Financial Statements".

4. None
5. Feeder 5863 added .57 miles of 69kv transmission line completed 1/24/2007. Work order C4925. no

additional revenue or customers added.

Feeder 6962 added .18 miles of 69kv transmission line completed 4/16/2007. Work order C3712. no
additional revenue or cusiomers added.

Feeder 3860 added 4.16 miles of 69kv transmission line completed 10/18/2007. Work order C5273. no
additional revenue or customers added.

Feeder 3265 removed .35 miles of 69 kv transmission lilne completed 2/28/2007. Work order C1017. no
additional revenue or customers added.

New Feeder 13803 purchased from AEP added 24.06 miles of 138kv line of transmission. Completed
12/18/2007. No work order available. no additional revenue or customers added.

Feeder 13803 purchased from AEP added 4.76 miles of 138kv line of transmission. Completed 12/18/2007.
No work order available. No additional revenue or customers added.

Feeder 3283 added 5.29 miles of 138kv line of transmission. Completed 12/18/2007. No work order
available. No additional revenue or customers added. The line is De-Energized at this time.

6. No obligations have been incurred or assumed by respondent as guarantor. For details on respondent
issuances and redemption of long-term and other short-term debt, see Note 13 of the "Notes to Financial

Statements”.

7. Nong
8.Employees bargained for by the United Steelworkers Locals 12049 and 5541-06 received a 3.5 percent wage

increase effective May 15, 2007. Employees bargained for by the International Brotherhood of Electrical
Workers Local 1347 received a 3 percent wage increase effective April 1, 2007. The manua! and technical
employees and the full-time clerical employees bargained for by the Utility Workers Union of America Local
600 received a 3 percent and 2.5 percent increase, respectively, effective April 2, 2007. Changes due to the
above and wage scalc adjustments during the year resulted in an estimated annual wage increase of $3,588,508.
Changes in supervisory, administrative, and professional employees resulted in an estimated annual wage
increase of $508,000.

9. See Notes 13 and 15 of the "Notes to Financial Statements™.

10. None

11. Reserved

12. N/A
13. Duke Energy Ohio, Inc. Oificer and/or Director Changes:

Resignations _
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Name of Respondent This Report is: Date of Report | Year/Period of Report
(1} X An Original {Mo, Da, YT)
Buke Energy Ohio, Inc. {2} __ A Resubmission 1! 2007104

IMPORTANT CHANGES DURING THE QUARTER/YEAR (Continued}

Effective 3/14/2007:

Sandra P. Meyer - Director

Myron L. Caldwell - Group Vice President and Chief Financial Officer

Donna T. Council - General Manager, Cash Management and Assistant Treasurer

Curtis H. Davis - Vice President - Commercial Generation

Stephen G. De May - General Manager, Financing (stiil retains Assistant Treasurer title)

Lymn J. Good - Vice President

Theopolis Holeman - Group Viee President, Power Delivery

Dwight L. Jacobs - Vice President

Dwight L. Jacobs - Controller

William R. McCollum, Ir. - Vice President

Paul R. Newton - Group Vice President, General Counsel & Secretary, US Franchised Electric & Gas
Thomas C. O'Connor - Vice President

John J. Roebel - Group Vice President - Engineering & Technical Services

James L. Turner - Chief Commercial Officer, US Franchised Electric & Gas (still retains Group Executive title)
Charles Whitlock - Vice President

F. Wayne Wiesen - Vice President

Effective 6/29/2007:
V. Nelson Peeler - Vice President, Performance Support

Effective 7/31/2067:
Paul H. Barry, Senior Vice President and Chief Development Officer

Effective 11/15/2007:
Lynn J. Good - Senior Vice President and Treasurer

Stephen G. De May - Assistant Treasurer

Appointments _
Effective 3/14/2007:

David L. Hauser - Director
James E. Rogers - Director

James E. Rogers - Group Execuitve Officer

Henry B. Barron, Jr. - Group Executive and Chief Nuclear Officer

David L. Hauser - Group Executive and Chief Financial Officer

Marc E. Manly - Group Executive and Chief Legal Officer

William R. McCollum, Jr. - Group Executive and Chief Regulated Generation Officer
Christopher C. Rolfe - Group Executive and Chief Administrative Officer
B. Keith Trent - Group Executive and Chief Strategy and Policy Officer
David W. Mohler - Vice President and Chief Technology Officer

Ronald Reising - Vice President and Chief Procurement Officer

Paul H. Barry - Senior Vice President and Chief Development Officer
Keith G. Butler - Senior Vice President, Tax .
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Name of Respondent This Report is: Dale of Report | Year/Period of Report
{1) X An Original (Mo, Da, ¥T1)
Duke Energy Ohio, Inc. {2) _ A Resubmission i 2007/Q4
IMPORTANT CHANGES DURING THE QUARTER/YEAR (Continued)

Lynn ¥. Good - Senior Vice President (in addition to her Treasurer title)
Julia S. Janson - Senior Vice President and Corporate Secretary
A.R. Mullinax - Semior Vice President and Chief Information Officer

Cathy S. Roche - Senior Vice President and Chief Communications Officer

Steven K. Young - Semior Vice President and Controller

Myron L. Caldwell - Senior Vice President, Rates and Regulatory Accounting

Theopolis Holeman - Senior Vice President, Power Delivery
Paul R. Newton - Senior Vice President, Legal and Assistant Secretary

F. Wayne Wiesen - Senior Vice President, Legal (in addition to his Assistant Secretary title)

John J. Roebel - Sentor Vice President, Engineering and Technical Servics

Todd W. Ameold - Senior Vice President, Customer Service
Patty K. Walker - Senior Vice President, Gas Operations

Curtis H. Davis - Sentor Vice President, Midwest Generation Operations

Charles R. Whitlock - Senior Vice President, Commercial Asset Management

Dave L. Celona - Vice President, Government and Regulatory A ffairs
James E. Mehring - Vice President, Field Operations

Lawrence G. Eiser - Vice President, Call Center Operations

R. Scott Henry - Vice President, System Operations

V. Nelson Peeler - Vice President, Performance Support

Ronald C. Snead - Vice President, Asset Management

James B. Gainer - Vice President, Federal Regulatory Policy

Kay E. Pashos - Vice President, Regulatory Strategy

Barry C. Wood - Vice President, Business Relations and Development
Sherwood L. Love - Assistant Treasurer

M. Alan Carrick - Assistant Treasurer

Effective 4/13/2007:
Dwight L. Jacobs - Vice President, FE&G Accouting

Effective 6/29/2007:
Douglas F. Esamann - Senior Vice President, Strategy and Planning

Sue C. Harrington - Assistant Secretary

V. Nelson Peeler - Vice President and Project Director, Enterprise Asset Management Initiative

Theodore E. Schultz - Vice President, Energy Efficiency
James L. Turner - Chief Operating Officer

Effective 11/15/2007:
Stephen G. De May - Vice President and Treasurer

14. The respondent's proprietary capital ratio is currently less than 30 percent due to purchase accounting
adjustments and the transfer of a significant amount of assets from Duke Energy North America at the merger.

There are currently no plans to regain at least a 30 percent proprietary capital ratio.
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Name of Respondent
Duke Energy Ohig, Inc.

This Report Is:-

(1) An Original
(2} [1 A Resubmission

Date of Report

(Mo, Da, Yr)

!

End of 200704

Year/Period of Report

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS)

Line Curzent Yezs Prior Year
No Ref. End of Quarter/Year End Balance
’ Title of Account Page No. Balance 12131
(a) {b} {c) {d}
i UTLITY PLANT ]
2 Wiility Plant (101-106, 114) 200-201 8,765,866.619 £,309.868,07%
3 | Construction Work in Progress (107) 200-201 543,990,746 523,748,367
4 TOTAL Utility Plant {Enter Total of ines 2 and 3) 9,309,857,365 8,833,616.442
5 [(Less) Accum. Prov. for Depr. Amort. Depl. (108, 110, 111, 115) 200-201 2,933,111.018) 2,756,147,871
6 Net Utility Plant {Enter Tota! of line 4 less §) 6.376,746,347| 8,077.468.57T1
7 Nuclear Fuel in Process of Ref., Conv, Enrich., and Fab. (120.1) 202-203 0 0
8 | Nuciear Fuel Materials and Assemblies-Stock Acchunt (120.2) 0 0
9 ([ Nuciear Fuel Assemblies in Reactor {120.3) o 0
10 | Spent Nudear Fuel (120.4) o )
1t | Nuclear Fusel Under Capital Leases {(120.6} D 0
12 | (Less) Accum. Prov. for Amaort. of Nud. Fuel Assemblies (120.5) 202-203 0 0
13 | Net Nuclear Fuel {Enter Total of lines 7-11 less 12) ol o
14 | Net Utkty Plant {Erier Total of lines 6 and 13) 8,376,746,347] 6,077 468571
15 | Utiity Plant Adiustments (116} 122 o 0
16 | Gas Stored Underground - Noncurrent {117) D 0
17 OTHER PROPERTY AND INVESTMENTS i -
18 | Nonutility Property (121) 1525911
19 | (Less) Accum. Prov, for Depr. and Amort. (122) 543,364} 1,926
20 [ Investments in Associated Companies (123} 0 0
21 | Investment in Subsidiary Companies (123.1) 224-225 568,027,341 532,886,028
22 | (For Cost of Account 123.1, See Foolnole Page 224, line 42) T
23 | Noncurrent Portion of Allowances 228-229 330,140,359 442,031,647
24§ Other invesiments (124) 792,875 447,093
25 | Sinking Funds (125) o 0
26 | Depreciation Fund {126) 0 ¢
27 | amortizalion Fund - Federal (127) ) 4
28 | Other Special Funds {128) o q
29 | Special Funds {Non Major Only) (129) O 0
30 | Long-Term Porfion of Derivative Assets (175) 25,334,021 43,368,328
31 | Long Term Portion of Derivative Assets — Hedges (176} y 0
32 [TQTAL Other Property and Invesiments (Lines 18-21 and 23-31) 929,186,963, 1,020,257,081
33 CURRENT AND ACCRUED ASSETS
34 | Cash and Working Funds (Non-major Only) (130) 0
35 |Cash (131) 23,143,369} 37,660,233
36 | Spedal Deposils (132-134) 61,963,148 30,257,039
37 | Working Fund (135) 17,169} 16,738
38 | Temporary Cash Investmenits {136} 0 0
392 | Notes Receivable (141) O ]
40 }Customer Accounts Receivable (142) 15,264,555 21,786,325
41 | Other Accounts Receivable (143) 69,368,327 90,008,418
42 |(Less) Accum. Prov_ for Uncollectible Acct.-Gredit {144) 3,020,731| 4,663,774
43 1Notes Receivable from Associated Companies {(145) 159,533,631 142,573,808
44 | Accounts Receivable from Assoc. Companies (146) 74,297,835 65,142,967
45 | Fuel Stock (151} 227 69,934,265 67,914,269
46 | Fuel Stock Expenses Undistributed {152) 227 o 0
47 [Residuvals {Elec) and Extracted Products (153) 227 0| 0
48 | Plant Materials and Operating Supplies (154) 227 56,688,540 50,011,420
49 | Merchandise (155) 227 0 0
50 | Other Materials and Supplies (156) 227 0 o
51 [ Nuclear Malenals Held for Sale (157} 202-203/227 0 0
52 [Allowances (158.1 and 158.2) 228-229 357,179,550} 482,228,661
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Name of Respondent
Duke Energy Ohio, Inc.

This Report Is:
{1) An Original

(2) [[] A Resubmission

Date of Report

(Mo, Da, Yr)
i

End of 2007/4

Year/Period of Report

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBIT SjContinued)

Line Current Year Prior Year
No Ref. End of Quarter/Year End Balance
) Titte of Account Page No. Balance 121
(a) () ) )

53 | {Less) Noncurrent Portion of Allowances 330,140,3 442 031,647
64 | Stores Expense Undistributed {163) 227 248,800 2,164,124
55 | Gas Stored Underground - Current (164.1) 58,112,204 68,319,017
56 |Liquefied Natural Gas Stored and Held for Processing (164.2-164.3) 0; Q
57 |Prepayments (165) 38,907,670 65,940,308
68 | Advances for Gas {1€6-167) o 0
59 | Interest and Dividends Receivable (171) 0 0
60 | Rents Receivable (172) 0 o
61 | Accrued Utility Revenues (173) L 0
62 | Miscellaneous Current and Accrued Assets (174) 6,542,000 8,868,599
63 | Derivative Insfrument Assets (175) 51,408,973 120,016,065
64 f(Less) Long-Term Fortion of Derivative Instrument Assets (175) 25,334,021 43,368,328
65 | Derivative Instrument Assets - Hedges (176) 0 0
66 |(Less)Long-Term Portion of Derivalive instrument Assets - Hedges (176 1 0
67 | Tolal Current and Accrued Assets (Lines 34 through 66} 684,125,922, 741,842,822
68 DEFERRED DEBITS

69 | Unamertized Debt Expenses (181) 9,086,300 8.016.923
70 | Extraordinary Property Losses (182.1) 230 O 0
71 |Unrecovered Plant and Regulatory Shudy Costs (182.2) 230 o 0
72| Other Regulatory Assets (182.3) 232 406,790,823 610,826 AG7
73 | Prelim. Survey and Invesligation Charges (Electric) {183) 1,189,438 678,727
74 | Preliminary Natural Gas Survey and Investigation Charges 183.1) Ly &
75 | Other Preliminary Survey and Invesligation Charges (183.2) 0 4]
76 | Clearing Accounts (184) -273.124 317,208
77 | Temporary Facilities {185) -304,401 1,068,794
78 [Miscellaneous Deferred Debis (186) 233 2,371.275,47 2,450,697,957
79 1Def. Losses from Disposition of Wility PH. (187) G
80 ) Ressarch, Devel. and Demonstration Expend. (188) 352-353 0 0
81 | Unamortized Loss gon Reagquired Debt (189) 7,210,883 8,088,010

"82 | Accumulated Deferred Income Taxes {190) 234 14,619,298 48,071,477
83 |Unrecovered Purchased Gas Costs (191) -4,352 528 -B,777.447
84 {Tolal Ceferred Uehits {lines 69 through 83) 2,895,242,276 3,127,850,218
85 |TOTAL ASSETS (lines 14-18, 32, 67, and 84) 10,885,301,513 10,067,418,6892
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YearfPeriod of Report

Name of Respondent This Report is: Date of Report
Duke Energy Ohio, Inc. (1) [x] An Original {mo, da, yr)
(2) [] A Rresubmission i end of ___2007/Q4
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS)
Line Current Year Prior Year
No. . Ref. End of Quarter/Year End Badance
Title of Account Page No. Balance 12/3%
(a) ) (c) {d)
1 PROPRIETARY CAPI{TAL
2 | Common Stock tssued (201} 250-251 762,136,231 762,136,231
3 {Preferred Stock Issued (204) 250-251 0 0
4 Capital Stock Subscribed (202, 205) 252 0 0
5 Stock Liability for Conversion (203, 206) 252 0 V]
3] Premium on Capilal Stock (207) 252 O 1]
7 | Other Paid-in Capital (208-211) 253 5,560,933, 157 5,801,303.739
8 |Instaliments Recerved on Capital Stock (212) 252 O 0
2 j{Less) Discount on Capital Stock (213) 254 O 0
10 j{Less) Capital Stock Expense (214) 254 0 a
11 | Retained Earnings (215, 215.1, 216} 118119 183,271,061 53,218,088
12 | Unappropriated Undistributed Subsidiary Eamings (218.1) 118-119 33,600,045 1,178,700
13 |(Less) Reaquired Capital Siock (217) 250-25% o, 4]
14 | Noncorporate Proprietorship (Non-major only) (218} O 0
15 [ Accumulated Other Comprehensive Income (219} 122(a)(b) -24,853, 793 -38,638,226
16 | Total Proprietary Capita! (ines 2 through 15) 6,534.086,701 6,379,198 504
17 | LONG-TERM DEBT
18 |Bonds (221) 256-257 226,800,000/ 226,800,000
19 |(Less)Reaquired Bonds {222) 256-257 0 0
20 | Advances from Associated Companies (223) 256-257 L 0
21 | Other Long-Term Debt (224} 256-257 1,391.270,887 1,344.000,000
22 | Unamortized Premium on Long-Term Debt (225) 8,601,986 10,601,918
23 |(Less)Unamortized Discount on Long-Temm Debi-Debit (226) 48,504,143 50,976,589
24 | Tolal Long-Term Debt {lines 18 through 23} 1,578,168,7304 1,530,425 329
25 1OTHER MONCURRENT LABWLITIES
26 | Obtigations Under Capital Leases - Noncurent {227) 38832770 38,467 871
27 | Accumulaled Provision for Property Insurance (228.1) 0 0
28 | Accumulated Provision for Injuries and Damages {228.2) 2,499,119
2% | Accumulated Provision for Pensions and Benefits (228.3) 124,791, 139,758,132
30 | Accumulated Miscellaneous Operating Provisions {228.4) 5,812,706 5.880477
31 | Acoumulated Provision for Rate Refunds (229} O] 1]
32 | Long-Term Portion of Derivative Instrument Liabilities 23,427,587 43,431,952
33 |Long-Term Portion of Dervative Insirument Liabikiiies - Hedges 8,445,936] 915,090
34 | Asset Retirement Obligations (230) 25,303,644 32,577,548
35 {Total Other Nencurent Liabilities {lines 26 through 34) 226,614,577, 241,539, 189]
36 |CURRENT AND ACCRUED LIABILITIES
37 |Noles Payable (231) 0 of
38 | Accounts Payable (232) 320,506,223 293,643,206]
38 | Notes Payable lo Associaled Companies {(233) 161,207 999 231,473,073
40 | Accounts Payable to Assochated Companles (234) 234,282,462 83,411,187
41 | Customer Deposils (235) 18,993,785 16,566,550
42 | Taxes Accrued (236) 262-263 153,942,350 290,949,648
43 | Interest Accrued {237) 28,124, 144] 24,010,429
44 | Dividends Declared (238) 0 0
45 {Matured Long-Term Debi {239) 0 O
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MName of Respondent Thig Report is: Dale of Report Year/Period of Report
Duke Energy Ohio, Inc. (1) An Qriginal (mo, da, yr)
(2) [ A Rresubmission 11 end of 200774
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDiTiSgntinued)
Line Current Year Prior Year
No Ref. End of Quacter/Year End Balance
’ Titie of Account Page No. Bakance 1231
{a) (b} {c) {d)

46 | Matured Interest {240) 0 0
47 | Tax Coliections Payable (241) 4095, 838 613,948
48 | Miscellanecus Corrent and Acorued Liabilities {242) 41,589,181 66,655,488
49 | Obligations Under Capital Leases-Curmrent (243} 5,529,270 4,067,119
50 | Derivalive Instrument Liabilities {244) 44,008,305 111,463,035
51 |{Less)Long-Term Portion of Derivative Instrument Liabilities 23,427 587 43,431,952
52 | Derivalive Instrument Liabiiities - Hedges (245) 20,649,042 915,090
53 ](Less)bLong-Term Portion of Derivative Instrument Liabilities-Hedges 8,445,364 515,090
54 | Total Current and Accrued tiabilities {lines 37 through 53) 908 365,076 1,079,411,731
55 |DPEFERRED CREDITS
56 | Cuslomer Advances for Construction (2562) 4,191,422 5,129,655
57 | Accumulated Deferred Investment Tax Credits (255) 266-267 10,723,668 12,264,589
58 | Deferred Gains from Disposition of Ulility Plant {256} 0, 0
59 | Other Deferred Credits (253) 269 197,090,434 360,449,580
60 | Other Regulatory Liabilities (254) 278 34,005,930 6,855,548
61 | Unamortized Gain on Reaguired Debt (267) 653,373 694,857
62 | Accum. Deferred Income Taxes-Accel. Amort(281) 272277 0 41,838
63 | Accum. Defermed \ncome Taxes-Other Property (382) 1.187.918,736 1,180,029,342
64 | Accum. Deferred Income Taxes-Qther (283) 113,792 857, 171,378,530
65 | Tolal Deferred Credils (lines 56 through 64) 1,548,066 429, 1,736,843,939
66 | TOTAL LIABILITIES AND STOCKHOLDER EQUITY (lines 16, 24, 35, 54 and 65} 10,885,301,513 10,987,418,692

FERC FORM NO. 1 {rev. 12-03)
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Name of Respondent ;I;r;is Re o I(S)" a Date 8; R\gp)urt Yeaar/Period of Report
) n Qrigin {Mo, Da, ¥r End of 200714
Duke Energy Ohic, Inc. ) DA Resubmission ¥, _ <Pt
STATEMENT OF INCOME
Quarierty
4. Entker in column (8) the balance for the reporting quarter and in aolumn (2) the batance for the same three month period for the prior year.
2. Repor in column (f) the guarter to date amounts for electric wlility function; in column (h) the quarter to date amounts for gas ufility, and in {} the
quarier to dale amounts for other utility funciion for the current year quarter.
3. Report in column (g} the quarter to date amounts for electric utility function; in column {f) the quarter to date amounts for gas utility, and in (k) the
quarter to date amounts for other utifity function for the prior year quarter.
4, |f additional columns are needed place them in a footnote.
Annual or Quarterly if applicable
5. Do nat report fourih quarter data in columns (e) and (f)
6. Report amounis for accounts 412 and 413, Revenues and Expenses from Utility Plant Leased to Others, in another ulility columnin 2 simiiar manner to
a ulility gepartment. Spread the amount{s) over lines 2 thru 26 as appropriate. Include these amounts in columns {c) and {d) fotals.
7. Report amounts in account 414, Other Utility Operating ncome, in the same manner as acoounts 412 and 413 above.
8. Report dala for lines 8, 10 and 11 for Natural Gas companies using accounts 404.1, 404.2, 404.3, 407.1 and 407.2.
Line Totat Total Cument 3Months |  Prior 3 Months
No. Current Year to Prio: Yeur to Ended Ended
{Ref.) Date Balance for | Date Balancefor |  Guarterly Only Quasterly Only
Title of Acoount PagaNo. | Quarter/Year QuarterfYear No 4th Quarter No 4th Quarter
@) LB S (- N - SO N ®
1JUTILITY OPERATING INCOME E I .. L ,
2 | Qperating Revenves (400) 300-301 3a6305801) sm3zssgerl 1 ]
3 |Operating Expenses { o . L '
4 { Operation Expenses {401) 320-223 2,190,995,693 7.414,281,409
5| Maintenance Expenses (402} 320323 144,325,247 100,367,564
€1 Depreciation Expense (403) 336.337 204,208,347 180 410,204
7 | Depreciation Expense for Asset Retirement Costs {403.1) 336-337 o4 042 335,324
&{Aamort. & Depl. of Utility Plant (404-405) 336337 29 596 985 28,503,739
9| amort. of Utility Plant Acq. Adj. (406) 336337 20,727,144 17,109,162
10 JAmont. Property Losses, Unracov Plant and Regulatory Saudy Costs (407)
11 | Amort. of Conversion Expenses (407)
12 | Regulalory Debits (407.3) 104,331,753 81,204 016
13 {{Less) Regulatary Credits {407.4) 1,478,005 6,510,644
14| Taxes Other Than income Taxes (408.1) 262263 234,034,879 219975481
15 | Income Taxes - Federal (409.1) 262263 131,288,158 206,590,878
16 - Other (408.1) 262-263 16,283,886 34,397 897
17 [ Provision for Delemed Income Taxes (410.1) 234, 272-277 62410,832 -23,107,001
18] {Less) Provision for Deferred Income Taxes-Cr. (411.1) 234, 772277 57,643,463 106,405,770
19 [invesimenl Tax Credit Adj. - Net (411.4) %6 1,540,921 1,776,541
20 {Less) Gains from Disp. of Uity Plant {411.6) 32,49
21 [Losses from Disp. of Utility Plant (411.7)
22| {Less) Gains from Disposition of Aowances (411 5) 7,087 407 ZE3ATT
23 {Losses lrom Disposition of Allowances {411.9}
24 | Accrelion Expense (411.10) 414 062 §30,258
25 | TOTAL Utilty Operating Expenses (Enter Total of lines 4 thiu 24) 3,085,146 046 8,161,257,945
26| Met Ut Oper Inc {Enter Tot ine 2 less 25) Camy to Pg117,ine 27 331,249,845 253 000,937
FERC FORM NO. 113-Q {REV. 02-04) Page 114



Name of Respondent
Duke Energy Ohio, inc. @)

This R
{1}

rt Is:
An Original
A Resubmission

Date of Re|
(Mo, Da, Y%Oﬂ

i

Year/Pericd of Report
End of 2007/Q4

_STATEMENT OF INCOME FOR THE YEAR (Continued)

9. Use page 122 for important notes regarding the statement of income for any account thereof.

10. Give concise explanations concerning unsettied rate proceedings where a contingency exists such that refunds of a material amount may need 10 be
made to the utility's customers or which may result in materiat refund to the utility with respect to power or gas purchases. State for each year effected
the gross revenues or costs to which the contingency relates and the tax effecls together with an explanation of the major faclors which affect the rights

and expense accounts.

of the utility to redain such revenues or recover amounts paid with respect to power or gas purchases.
11 Give concise explanations conceming significant amaounts. of any refunds made of received during the year resulling from settiement of any rate
proceeding affecting revenues received or costs incurred for power or gas purches, and a summary of the adjustments made lo bajance sheet, ncome,

12. If any notes appearing in the report to siokholders are applicable to the Stalement of income, such notes may be inchided at page 122,

13. Enter an page 122 a concise explanation of only those changes in accounting methods made during the year which had an effect on nel income,
including the basis of allocations and apporlionments from those used in the preceding year. Also, give the appropriate doliar effect of such changes.
14. Explain in & footnote if the previous yearsfquarter's figures are different from that reported in prior reports.
15. Hf the columns are insufficient for reporting addiionaf utility depariments, supply the appropriate account titles repost the information in a feolnote to

this schedule.
ELECTRIC UTILITY GAS UTILITY OTHER UTILITY .
Current Year 1o Date | Previous Year to Date Current Year 1o Date | Previous Year to Date | Cuirent Year v Date | Previous Year o Dale | -ne
(in dollars} {in dallars) {in doflars) (in dofiars) {in dofars) (in dollars) No.
}] {h) i {i} (‘)

;
-— 2
B e 5 3
1,736,076,539 | 6,045,225,225 454019 154 469, uss 184| 4
138,378,705 94.771.618 5,948,542 5,595,946 5
174,443,470 152,419,865 29,764,877 27,990,339 6
04,042 435,324 7
26,840,492 25.536.719 2,756,493 2.967,020 8
20,727,144 17.109.162 2

10

1

104,211,589 B1,191.695 120,164 42,321 12
1478,095 6,510,644 13
179,693,697 166,277,936 54,341,182 53,697,545 14
124,555,273 232,246,976 6.732,885 25,656,088 15
16,291,377 34,206 478 7,491 191,419 16
24371772 31734294 18,039,060 8,627.213 17
38,639,145 107,935,344 19,004,318 1,528,574 18
1,318,357 1,548,555 222564 | 227,986 19
312,496 2

21

7,097,497 2.634.177 22

3

414,062 539,258 24
2,532,660 062 7.617.394,468 552,485,984 543,863,477 25
207199818 249.986.254 34,040,927 2,014,683 26

FERC FORM NO. 1 (ED. 12-96)
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Wém'e’ of Respondent B (T_'h)as Rej ort '3}59 el g;xrt)e 3; Rﬁ)}oﬂ Year/Period of Report
Duke Energy Ohio, Inc, @) A Restbmission i Endof _  2007/Q4
STATEMENT OF INCOME FOR THE YEAR {continuext)
Line TOFAL Cumeni YMonths | Prior 3 Monls
No. Ended Ended
(Ref} Quarterdy Only Cuarterly Only
Title of Account Page No. | Cumenl Year | Previous Year| NodthQuarter | Nodth Quarer
(a) {b) () (d) (e} Ui
27 | Net Uity Operaling Income {Carried forward from page 114) 331,249,845 252,000,837
28 | Other income and Dedudtions TR
28 | Other income
30} Nonutilly Opsrating income e e
31| Revenues From Merchandising, Jobbing and Contract Work (415) 2,044 506 2853 853
32 [{Less) Costs and Exp. of Merchandising, Job. & Contract Wark (416) 1,105,774 3,019,967
33 Revenues From Nonutility Operations (417} 100,236,168 296,720,923
34| {Less) Expenses of Nomutikty Operations {417.1) 99,916,166 295,543,725
35 | Nonoperating Rental income (418) -19,176 5,765
36 | Equity in Eamings of Subsidiary Companies {418.1) 119 32,161,994 11,174,148
37 {inierest and Dividend Income (419) 25,330,355 23426,770
38 | Atlowance for Other Funds Used During Construction (419.1) 3,385,364 2,273,585
39| Miscellanecus Nonaperaling Income (421) 57567568  -1,030,395,336
401 Gain on Disposition of Property (421.1) 8404
41| TOTAL Other Income {Enter Tatal of lines 31 thru 40} 795436.291]  -1.001,455,179
22 [Oter roame Deductons R
43 1.oss on Disposition of Property (421.2) 836,768 12547
44 |Miscellanecus Amortizalion {425) 340
45) Donations {426.1} 340 255458 215,702
46| Life Insurance {426.2) 142,218 646,328
471 Penaliies {426.3} 162,539 15,369
48] Exp. for Certain Civi, Political & Relaied Activities (426.4) 535,934 401,874
49| Other Deductions (426 5) -192079,748 -1,006.496,216
50| TOTAL Other Income Deductions (Total of lines 43 thry 49) 790,146,831 -1,006,497 082
51 | Taxes Applic. to Gther Income and Deductions L e _— k
52 | Taxes QOther Than Income Taxes {408.2} 262-263 1,522,336 663,732
53 Income Taxes-Federai (409.2) 252-263 -10.942 676 -17,356,208,
54 I Income Taxes-Cther (409.2) 262-253 -3,530,597 5,852,524
55 | Provision for Deferred Inc. Taxes (410.2) 234, 273277 1,393,135 13,633,207
56 | {L ess) Provision for Deferred Income Taxes-Cr. (411.2) 234, 32-277 4,763,867 1,333,918
57 Jinvestment Tax Credit Adi-Net {411.5) -391,812
58 }{Less) Investment Tax Gredits {420}
59 FOTAL Taxes on Other Income and Dedudiions (Tofal of lines 52-58} -16,321,669 48,769,687
60 | Net Other Income and Deductions (Total of lines 41, 50, 59) 11,032,209 13,771,590
61 Interost Crorges T —
62 | Interest on Long-Term Debt {427) 87601716 91,075,338
63 | Amort. of Debt Disc. and Expense {428) 3190827 2,464 619
84 | Amortization of Lass on Reaquived Debt (428.1) 81747 991,700
65 | (Less) Amort. of Premium on Debt Credit (429) 1,955.931 2,056,696
66 | (Less} Amortization of Gair: on Reaquired Debt-Credit (4291} 41,484 41484
67 | Interest oh Debl 1o Assoc. Companies {430) 340 10,344 19 7,249,902
68| (her Interest Expense (431) KLl 9,449,705 11,262,644
69 (Less} Ajowance for Borrowed Funds Used During Construction-Cr. {832) 30,683,688 17,792,778
70| Net Interest Charges (Total of lines 62 thiu 69) 78.736.491 93,153,245
71 [Income Befare Extraordinary ltems {Total of lines 27, 60 and 70) 263,543 563 172,619 282
72 | Extraordinary llems
73 | Extragrdinary Income (434}
74 {{Less) Extraordinary Deductions (435) 3,030,361
75 | Net Exaordinary Mems (Total of line 73 less line 74} -3,0%0,361
76 fIncome Taxes-Federal and Other (409.3) 262-263 -1.170628
7T }Exyraordinary fems Alter Taxes {ine 75 Jess line 76) 1,859,733
78| Net Income {Total of line 71 and 77) 263,543,563 170,759,549
FERC FORM NO. 1/3-Q (REV. 62-04) Page 117



Name of Respondent T ?;r;is Rej AT\ I&' I Date of R$piort "~ Year/Period of Report
) igina (Mo, Da, Yr £ ___2007/a4
Duke Energy Ohio, Inc. (2) [~|A Resubmission I nd of
STATEMENT OF RETAINED EARNINGS

1. Do not report Lines 49-53 on the quarterly version.

2. Report all changes in appropriated retained earnings, unappropriated retained eamings, year to date, and unappropriated
undistributed subsidiary eamings for the year.

3. Each credit and debit during the year should be idenlified as lo the relained eamings account in which recorded (Accounts 433, 436
- 439 inclusive). Show the contra pimary account affected in column (b)

4. State the purpose and amount of each reservation or appropriation of retained earnings.

5. List first account 439, Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained eamings. Follow
by credit, then debit lems iri that order,

6. Show dividends for each class and series of capital stock.

7. Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Earnings.

8. Exptain in 2 footnote the basis for determining the amount reserved or appropriated. if such reservalion or appropriation is to be
recurrent, state the number and annual amounis to be reserved or appropriated as well as the totals eventually to be accumulated.

8. If any noles appearing in the report 10 stockholders are applicable to this statement, include them on pages 122-123.

Cument Previous
Quarter/Year Quarter/Year
Year (& Date Year i¢ Date

Line ltem
No, (a)
UNAPPROPRIATED RETAINED EARNINGS {Account 216)
Balance-Beginning of Period

Changes

Adjustments 1o Retained Eamings (Accounl 438)

1
2
3
4
5 March 31, 2006 Balance transferred from income
&
7
&
9} TOTAL Credits f0 Retained Earnings (Acct. 439) 106,367,334
10,
11| FAS158 Remeasurement -2,019 862
12| Purchase Accounting Adjustment { 462455414}
13| March 31, 2006 Dividends Declared - Preferred Slock Balance { 164,436}
14} March 31, 2006 Dividends Declared - Common Stack Balance { 102,256,130}
15] TOTAL Qebits to Relained Eamings {Acct, 439) 2,019,862 [ 564,875.980)
16{ Batance Transferred from Income {Account 433 less Account 418.1} 231,351,569 53218068
17] Appropriations of Retained Eamings {Acct. 436)
18
19
20
21
22| TOTAL Appropriations of Retained Earnings (Acct. 436)
23{ Dividends Dedared-Preferred Stock (Account 437)
24
25
26
27
28
29 TOTAL Dividends Declared-Preferred Stock (Acct. 437)
30| Dividends Declared-Common Stock (Account 438)
31| Payable to Cinergy Corp 238 -89,278,714
32
33
34
35
38| TOTAL Dividends Declared-Comimon Stock (Acct. 438) 80,278,714
37| Transfers from Accl 216.1, Unapprop. Undistrib. Subsidiary Eamings
38| Balance - End of Petiod (Total 1,9,15,16,22,29,36,37) 193,271,061 53,218,068

IAPPROPREATED RETAINED EARNINGS (Account 215)

FERC FORM NO. 1/3-G (REV. 02-p2) Page 118



Name of Respondent ?;r;is Report l(s:,': il ?ale 3! R\ng)orl Year/Period of Repc;lé
i An Original Mo, Da, Yr 2007/Q4
| Endof ___Z7 707
Duke Energy Ohio, Inc. @ A Resubmissi Y

STATEMENT OF RETAINED EARNINGS

1. De not report Lines 49-53 on the guarterly version.

undistributed subsidiary eamings for the year.

by credit, then debit items in that order.

6. Show dividends for each class and seriés of capital stock.

7. Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Eamings.

8. Explain in a footnhote the basis for determining the amount reserved or appropriated. If such reservation or appropriatian is o be
recurrent, state the number and annual amounts to be reserved or approprialed as well as the totals eventually 1o be accumulated.
9. If any notes appearing in the report to stockholders are applicable to this stalement, include them on pages 122-123.

2. Reporl all changes in appropriated retained eamings, unappropriated retained eamings, year to date, and unappropriated

3. Each credit and debif during the year should be identified as to the retained eamings account in which recorded (Accounts 433, 436
- 439 inclusive). Show the contra primary account affected in cofumn (b}

4. State the purpose and amount of each reservation or appropriation of retained eamings.
5. List first account 439, Adjusiments to Retained Eamings, reflecting adjustments to the opening balance of retained eamings. Follow

Current Previous
. Quarter/Year Quarcter/Y ear
Conbra Primary Year to Date Year to Date
Line Hem [Acoount Affected Balance Balance
No- (@) ) () ()
39
40
41
42
43
44

45| TOTAL Appropriated Retained Eamings (Account 215)

APPROP. RETAINED EARNINGS - AMORT, Resetve, federal (Account 215.1)

46| TOTAL Approp. Retained Eamings-Amort. Reserve, Federat (Acct 215 1)

47| TOTAL Approp. Retained Eamings (Acct. 215, 215.1) (Tolal 45,46)

48] TOTAL Retained Eamings (Acct. 215, 215.1, 216} {Tolal 38, 47) (216.1) 193,271,061 53,218,068
UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARMINGS (Account
Report only on an Annual Basis, no Quarlery
49} Balance-Beginning of Year (Debit or Credit) 1,178,700 198,744 917
50| Equity in Eamings for Year (Credit) (Acoourd 418.1) 32,191,994 11,974,143

51 {Less) Dividends Raceived {Dehit)

52| See ootnote

53| Balance-End of Year (Total lines 49 thru 52)

FERC FORM NO. 1/3-G {REV. 02-04)
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Name of Respondent This Report is: Date of Report | Year/Period of Report
{1) X An Original (Mo, Da, Y1)
Duke Energy Ohio, Inc. {2) _ A Resubmission 4 2007/Q4
FOOTNOTE DATA '

Schedule Pag 118 Lme No._, 5 B _COIumn d _____
Tn connection with the Duke Energy merger, Duke Energy acquired all of the outstanding
common stock of Cinergy. The merger has been accounted for under the purchase method of
accounting with Duke Energy treated as the acquirer for accounting purposes. As a result,
the assets and liabilities of Cinergy were recorded at their respective fair values as of
the merger consummation date. Purchase acecounting impacts, including goodwill
recognition, have been "pushed down” to Cinergy and Duke Energy Ohio resulting in the
assers and liabilities of Cirergy and Duke Energy Ohio being recorded at their respective
fair values as of April 3, 20606. For accounting purposes, the effective date of the
merger was April 1, 2006. As a result of the application of the purchase wmethod of
accounting, the elimination of retained earnings and cother comprehensive income were
recorded in Duke Energy Chic's Balance Sheet as of April 1, 2006. Therefore, "Balance
Transferred from Income”, "Dividends Decglared®™, and "Balance - End of Period"™ only reflect
activity for the periods April 2006 through December 2006.

Schedule Page: 118 Line No.; 52 Column: ¢

Adjustments to intercompany transactions with subsidiaries.

——————— ——— - — mee D oh e e mmmes s eq

Schedu!e Page. 118 Line N¢ No.. 52 Co!umn. d

Purchase ACCOuntlng ad]ustment

[FERC FORM NO. 1 (ED. 12-87) Page 450.1 |




Name of Respondent (TTr}is Reportls: ‘Dwalte o R‘?piarl Year/Peniod of Report
. n Ongi 0, V3, ¥ End of 2007104
Duke Energy Ohio, inc. () A Resubmission fi -
STATEMENT OF CASH FLOWS

(1) Codes to be used:(a) Net Proceeds or Payments:(b)Bonds, debentures and ather lang-term debt; (¢) Inchsde commercial papar; and (d) ldentify separately such llems as

-| investments, fixed assets, ntangibles, eic.
(2) Informatian about noncash investing and financing activities must be provided in the Notes to the Financial statemenis. Also provide a reconciliation bedween "Cash and Cash
Equivalents at End of Pefiad” with related amaunls on the Balance Sheel.
(3) Operating Activiies - Other: Include gains and losses pertaining to cperating activities only. Gains and fossas perlaining to investing and financing aclivities should be reporied
in those activilies. Show in the Notas o the Financials the amounts of interest paid (net of armount capitalized) and income taxes paid.

(4) Investing Activities: Include at Other {line 31) nei cash outRow to acquire other companies. Provide a reconciliation of assets acquired with liabilities assumed in the Motes o
the Finangial Statements. Do not include on this statement the doliar amount of leasas capitalizad per the USoiA. General Instnction 20: inatead provide a reconcifiation of the

dollar amount of leases capitalized with the planl cost.

Line Description (See Instruction No. 1 for Explanation of Codes) Currant Year 10 Date Previous Year to Date
No. Quartet/Yeor Quarier/Year
(a) b , , -

1{Net Cash Flow from Qperating Activities: T T S R e
2[Netincoms (Line 76(c)on page 17
3 |Noncash Charges {Credits) to Income: g e _ E L
4 {Depreciation and Depletion 204,302,389 180,745,528
5 jAmortization of
&| Plantitems 50,324,129 | 45612901
7| Amortof debt discount, premium, expense, loss on reacquired dabt 2,026,539 1,358,439
8 |Deferred Income Taxes (Net) 1,396,637 -114,345.646
g jinvestment Tax Credii Adjusiment (Net) -1,540,921 -2,168,353

10 [Net (Increase) Decrease in Receivables -16,893,217 227,54%9.010

11 [Net {Increase) Decrease in lnventary 3,414,021 -26,424 973

12 [Net {Increase) Decrease in Allowances Inventory 125,054,640 57,453,103

13 {Net Increase (Decrease) in Payables and Accrued Fxpenses =11,570,055 -2B83,653,541

14 |Net (Increase) Decrease in Other Regulatory Assets 110,048,634 83,380,647

15 [Net Increase {Decrease) in Other Regulatory Liabilities 1,044,310

16 |(Less) Aliowance for Other Funds Used During Construction 3,389,364 2,273,585

17 j{Less) Undistributed Earnings from Subsidiary Companies 32,421,345 11,175,148

18 [Other tprovide details in foatmote): T 4635466 0 - 131547210

19 -

20

21

22 |Net Cash Provided by (Used in} Operaling Aclivities (Total 2 thru 21) GB0,704,795 468,765,841

23

24 |Cash Flows from Investment Activilies:

25 [Construction and Acquisition of Plant {including land):

26 |Gross Additions to Utility Plant (less nudear fuel) -521,368,590 -467,264,015

27 |Gross Additions to Nuclear Fuel

28 |Gross Additions 1o Common Utility Plant -11,808,042 -7.856,683

29 |Gross Additions o Nonutitity Plant

30 |(Less) Allowance for Other Funds Used During Construction -3.389.364 -2,273.585

31 jOther (provide details in footnote):

32

33

34 [Cash Outflows for Plant (Total of lines 26 thru 33) -529,787,268 472,847 113

3 : e —— A

36 |Acquisition of Other Noncurrent Assets (d)

37 |Proceeds from Disposal of Noncurrent Assels {d)

38

39 |investiments in and Advances lo Assoc. and Subsidiary Companies

40 |Contributions and Advances from Assoc. and Subsidiary Companies

41 |Dispasition of Invesiments in (and Advances lo) “

42 |Associated and Subsidiary Companies

43

44 (Purchase of investment Securilies (a)

45 |Proceeds from Sales of Investmenlt Securities (a)

FERC FORM NO. 1 (ED. 12-96)
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Name of Respondent (l{;rs He Ar! la: wcinal :.Jhiéa [o)Ia H\?p}on Y ear/encd o1 Report
i n Onginal , LA, 1T End of 2007/04
Duke Energy Chio, Inc. 2) A Resubmission Iy I ichel i
STATEMENT OF CASH FLOWS

(1) Codes o be used:{a) Net Proceeds or Payments:(b)Bonds, debentures and other long-ierm debt; {c} Inciude commercial paper. and (d) identify separately such items as
investrments, fixed assets, inlangibles, etc.

(2) infermation about noncash mvesting and financing aclivities must be provided in the Notes ta the Financial statements. Also provide a reconcilialion betwaen "Cash and Cash
Equivalents at End of Period™ with related amounts on tha Balance Sheet.

(3) Operating Activities - Other: Include gains and losses pertainmg lo operating activilies only. Gains and losses pertaining to investing and fnancing activities should be reported
in these aclivities. Show i the Notes to the Finarcials the amounts of interest paid {ned of amount capitalized) and income taxes paid.

{4} Investing Activiies: Inctude at Other {line 31) net cash outhow fo acquire other companies. Provide a reconciliation of 2ssets acquired with liabilities assurned in the Notes to
the Financial Stalements. Do not include on this statement the dotlar amount of leases capilalized per the USofA General Insiruction 20; instesd provide a reconcifiation of the

dollar amount of leases capitalized with the plant cosL.

Line
No.

(a)

Deschiplion {See Instruction No. 1 for Explanation of Codes)

Current Year 10 Date
Quarter/Year
{b)

Pravious Year to Dale
Quarter/Year
(c)

46

Loans Made or Purchased

47

Caollections on Loans

48

49

Net (Increase) Decrease in Receivablies

50

Net {Increase } Detrease in Inventory

§

=y

Net {Increase) Decrease in Aliowances Held for Speculation

62

Net Increase (Decrease) in Payables and Accrued Expenses

53

Other (provide details in footnote):

31,504,373

54

Other investments

-351.314

15,000

35

Withdrawal, issuance, redemption of restricted funds held in brust

-30.766,078

36

Net Cash Provided by (Used in) investing Activities

57

Total of lines 34 thiu 55)

-560,904,660

58

59

Cash Flows from Financing Activities:

60

Praceeds from Issuance of:

L

Long-Term Debt (b)

191,848,505

30,315,222

-411,012,518

62

Preferred Stock

63

Common Stack

64

QOther {provide details in footnote):

62

Confribution from parent

25,800,000

179,760,975

66

Net Increase in Short-Term Debt (¢)

&7

Other (provide details in footnote):

69

70

Cash Provided by Outside Sources {Total 81 thru 69)

217,648,505

179,760,975

71

72

Payments for Relirement of:

73

Long-term Debt (b)

146.,700.000]

-76,720,663

74

Preferred Stock

-20.484,960

75

Common Stock

76

Other {provide details in foctnote):

77

78

Net Decrease in Short-Term Debt (¢)

-10.265.074

79

Dividends on Preferred Stock

-164,436

a1t

Dividends on Common Stock

135,000,000

82

Net Cash Provided by {Used in) Financing Aclivities

83

(Total of lines 70 thru 81}

I -134,316,568 19,885,154

-102,256,130

85

Net Increase (Decrease} in Cash and Cash Equivalents

{Total of lines 22 57 and 83)

87

Cash and Cash Equivalents at Beginning of Period

89

Cash and Cash Equivalents al End of period

23.160.537

.

37,676,971

37,676,971
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Schedule Page: 120 _Line No.: 18 Column: b e A

Special deposits (940,029}

Prepayments 29,155,110

Miscellaneous current and accrued assets 2,324,599

Preliminary survey and investigation charges (51¢,711)

Clearing accounts 59¢, 332
(764,393)

Temporary facilities

Miscellaneous deferred debits

Unrecoverad purchased gas costs
Accumulated other comprehensive income
Okligaticns under capital leases - noncurrent
Accumulated provisions

Derivative instrument liabilities - hedges
Customer advances for construction

Other deferred credits

Contribution to pension plan

Derivative instruments

Net utility plant and nonutility property
Cost of removal

Debt expenses

Deferred income Laxes-0CI

Total Other

Schedu!e Pa_g_g. 120 Lme No 18 Column:

Special deposits

Prepayments

Miscellaneous current and accrued assets
Preliminary survey and investigation charges
Clearing accounts

Temporary facilities

Miscellaneous deferred debits

Unrecovered purchased gas costs

Accumulated other comprehensive income
Obligaticns under capital leases - noncurrent
Accumulated provisions

Derivative instrument liabilities - hedges
Customer advances for construction

Cther deferred credits

Derivative instruments

Net utility plant and nonutility property
Cost of removal

Debt expenses

Denated capital - Tax sharing

Deferred income taxes-QCI

Loss an sales of equity investments and other assets
Total Cther

T{2,261,183)

84,905,233
{2,424,919)
13,764,433
2,364,869
6,434,526
19,733,952
{938, 233)
(82,856,157)
(82,064,148}
1,152, 362
{6,515,409)
(5,225,793)
{1,787, 768)
8,946,549
{14, 635,165)

{6,778,994)
109,273,609
(286,150)
(214,878)
472,500
69,911,819
6,450, 305
26,562, 965
4,466,370
{9,724,B06)
(2,242,090
221,562
{26,570, 302)
{35,425,088)
7,173,291
{6,238,7171)
8§52, 605

159, 641, 580
{22,761, 196)
3,030, 361

131,547,210

Schedule Page: 120 Line No.: 53 Column:

Froceeds from sale of trading business to Fortis

31,504,373
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Duke Energy Ohio, Inc. {1} [X} An Original Iy Endof  2007/Q4
{2) 1A Resubmission —

NOTES TO FINANCIAL STATEMENTS

1. Use the space below for important notes regarding the Balance Sheel, Statement of income for the year, Statement of Retained
Earnings for the year, and Statement of Cash Flows, or any account thereof. Classify the notes according te each basic statement,
providing a subheading for each statement except where a note is applicable to more than one statement.

2. Fumish particulars (details) as to any significant contingent assets or liabilities existing at end of year, including a brief explanation of
any action initiated by the Internal Revenue Service involving possible assessment of additional income taxes of material amount, or of
a claim for refund of income taxes of a matenal amounl initiated by the ulility. Give also a brief explanation of any dividends in arrears
aon cumulative preferred stock.

3. For Account 116, Utility Plant Adjusiments, explain the origin of such amount, debits and credits during the year, and plan of
disposition contemplaled, giving references to Cormmission orders or other authorizations respecting classification of amounts as plant
adjustments and requirements as to dispasition thereof.

4. Where Accounts 189, Unamortized Loss on Reacquired Debt, and 257, Unamortized Gain on Reacquired Debt, are not used, give
an explanation, providing the rate treatment given these items. See General instruction 17 of the Uniform System of Accounts.

5. Give a cancise explanation of any retained eamings restrictions and state the amount of retained eamings affected by such
restrictions. .

6. ifthe notes to financial statements relating to the respondent company appearing in the annual report 1o the stockholders are
applicable and fumish the data required by instructions above and on pages 114-121, such notes may be included herein.

7. For the 3Q disclosures, respondent must provide in the notes sufficient disclosures so as to make the interim information not
misleading. Disclosures which would substantially duplicate the disclosures contained in the most recent FERC Annual Report may be
omitted.

8. For the 3Q disclosures, the disclosures shail be provided where events subsequent to the end of the most recent year have occured
which have a malerial eflect on the respandent. Respondent must include in the notes significant changes since the most recently
completed year in such Hams as: accounting principles and practices; estimates inherenl in the preparation of the financial statements;
status of fong-term contracts; capitalization inciuding significant new bormowings or modificalions of existing financing agreemants; and
changes resulting from business combinations or dispositions. However were malerial contingencies exist, the disclosure of such
matiers shall be provided even though a significant change since vear end may not have occurred.

9. Finally, if the notes to the financial statements relating to the respendent appearing in the annual report to the stockholders are
applicable and furnish the data required by the above instructions, such notes may be included herein.

PAGE 122 INTENTIONALLY LEFT BLANK
SEE PAGE 123 FOR REQUIRED INFORMATION.
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NOTES TO FINANCIAL STATEMENTS (Continued)

This FERC Form 1 represents the financial statements of Duke Enerpy Ohio, Inc. at Becember 31, 2007. Duke Energy Ohio’s
financial statements have been prepared in conformity with the requirements of the Federal Energy Regulatory Commission as set forth
in its applicable Uniform System of Accounts and published accounting releases, which is a comprehensive basis of accounting other
than generally accepted accounting principles. The following areas represent the significant differences between the Uniform System
of Accounts and generally accepted accounting principles: {1} the presentation of significant non-cash transactions, (2) the presentation
of current and non-current portions of leng-term debt, preferred stock and other liabilities, (3) the presentation of majority-owned
subsidiaries (4) the presentation of business segments, {5) the presentation of extraordinary deductions, {6} the presentation of removal
costs, and (7) the presemtation of deferred gains related to emission allowance transactions,

Generally accepted accounting principles require that the current and non-current portions of long-term debt, preferred stock and other
liabilities be appropriately identified and reported on the Balance Sheet. FERC requires that these items be reported as sei forth in the
Uniform Systerm of Accounts and published accounting releases, which does not recognize any segregation between the current and

non-current portions of these items for reporting purposes.

Generally accepted accounting principles require that majority-owned subsidiaries be consolidated for financial reporting purposes.

Generally accepted accounting principles require that public business enterprises report certain information about operating segments
in complete sets of financial statements of the enterprise and certain information aboul their products and services, which are not
included for FERC reporting purposes. The item reported differently due to these guidelines is the non-current portion of profits from
wholesale power sales to be shared with customers, reported as a deferred credit per GAAP and as a current liability per FERC.

FERC requires that losses of unusual nature and infrequent occurrence, which would significanily distort the current year's income, be
recorded as extraordinary deductions.

Generally accepted accounting principles require that removal costs for property that does not have an associated legal retirement
obligation be presented as a liability on the Balance Sheet. These costs are preseated as accumulated depreciation on the Balance
Sheet for FERC reparting purposes. The portion of accumulated depreciation refated 1o removal costs was $167 million at December
31, 2007 and $154 million at December 31, 2006,

On May 25, 2007, in Docket No. Al07-2-000, the FERC issved accounting and financial reporting guidance related to the
implementation of FASB Imterpretation No. 48, “Accounting for Uncertainty in Income Taxes — an interpretation of FASB Statement
No. 169” (FIN 48). Duke Energy Ohio is reflecting this guidance beginning with the 2007 FERC Form 1 filed in 2008, as required.

Duke Energy Ghio’s Notes to Financial Staternents have been prepared in conformity with penerally accepted accounting principles.
Accordingly, certain footnotes are not reflective of Duke Energy Ohio's Financial Statements contained herein,

[FERC FORM NO. 1 (ED. 12-88) Page 123.1 1




Name of Respondent This Report is: Dale of Reporl |Year/Period of Report
(1) X An Original {Mo, Da, YT)
Duke Energy Chig, Inc. (2) __ A Resubmission /1 2007104

NOTES TO FINANCIAL STATEMENTS (Continued)

1. Summary of Significant Accounting Policies

Nature of Operations. Duke Energy Ohio, Inc. (Duke Energy Ohio). an Ohio corporation organized in 1837, is a wholly-owned subsidiary of Cinergy Corp.
(Cinergy). Duke Energy Ohio is & combination elecine and gas public utility company that pravides service in the southwestern portion of Ohla. Duke Energy
Ohio’s prinzipal lines of business include gereration, Iransmission and distribution of electricity, the sale of andfor trensportation of natural gas, and energy
marketing. In October 2006, Cinergy and Duke Energy Ohio completed the sale of Duke Energy Ohin's trading conlracts lo Forlis Bank S A M.V, (Fortis), a

Benelux-based financial services group.

QOn April 3, 2006, Duke Energy Cerporabion (Old Duke Energy} and Cinergy merged inte wholly-owned subsidiaries of Duke Energy Holding Corp. (Duke
Energy HC), rasulling in Duke Energy HC bacoming the parent entity. In conneclion with the closing of the merger transactions, Duke Energy HC changed its
name lo Duke Energy Corporation (New Duke Energy or Duke Energy) and Old Duke Energy converted inin a limited liability company named Duke Power
Company LLC (subsequently renamed Duke Epergy Carolinas, LLC effective October 1, 2606). As a result of the merger transactions, sach outstanding share
of Cinergy comman stock was converled into 1.96 shares of common stock of New Duke Energy, which resulled in the issuance of approximately 313 million
shares of Duke Energy common stock. See Note 2 for addilional information reganding the merger, Both Cld Duke Energy and New Duke Energy are refered o

as Duke Energy herein. Duke Cnergy is a public registrant trading on the New York Stock Exchange undar DUK.

As a result of Duke Energy's merger with Cinergy, Duke Energy Chio entesed into a tax sharing agreement with Duke Energy, where the separate refum
method is used lo allocate tax expenses and benefits to the subsidiaries whose invesimenis or resuits of operations provide these tax expenses and benelits.
The accounting for income taxes essentially represents the income taxes that Duke Energy Ohio would incur if Duke Energy Ghio were a separale company
filing its own tax return as a C-Corporalicn. The current tax sharing agreemant Duke Energy Ohio has with Duke Energy is substantially the same as the fax

sharing agreement between Duke Energy Ohio and Cinergy prior 1o the merger.
These Financial Statements represent stand-alone financial statements of Duke Energy Ohio. Accordingly, they do not reflact consolidation of any
majority-owned subsidiaries where Duke Energy Ohio has control. These Financial Statements also reflect Duke Energy Ohig’s proportionate share of certain

generation and lransmission facilities.
Use of Estimates. To conform to generally accepted accounting grinciples {GAAP} in the United States, management makes eslimatas and assumplions
that affect the amounts reported in the Financial Statemenis and Nofes. Although these estimales are based on menagement’s best available knowledge at the

time, actual results could differ.
Cash and Cash Equivalents. All highly liquid invesiments with original malurities of three months or less at the date of purchase are considered cash

equivatents.
Restricted Funds Held in Trust. At December 31, 2007 end 2008, Duke Energy Ohio had approximately $62 million and $30 million, respectively, of

restricted cash related primarily to proceeds from debt issuances that are held in trust, primarily for the purpose of kunding fulure environmental expenditures.
Inventory. Inventory consists primarily of coal held for electric generation, malerials and supplies, and natural gas held in storage for ransmission and

sales commitments. inventory is recorded primarily using the average cost method.
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NOTES TO FINANCIAL STATEMENTS (Continued)

Components of inventory
December 31, December 31,
2007 2006
{in millions)
Inventory
Gas held in storage $ 60§ -
Fuel for use in eleclric generation &8 -
Materials and supplies 57 o2
Total Inventory $ 185 ¢ 188

Cost-Based Regulation. Duke Energy Ohic accounts for certain of its regulated operations under the provisions of SFAS Ho. 71. The economic effects of
regulation can resull in 3 regulated company recording assets for costs Ihat have been or are expected to be approved lor recovery from customers in a future
pericd or recording liabilities for amounts thal are axpected lo be retumed 1o customers in the rate-setting process in a period different from the period in which
the amounts would be recorded by an unregulated enterprise. Accordingly, Duke Energy Ohio records assets and liabilities that resull from the reguiated
ratemaking process that would not be recorded under GAAP for non-regulated entities, Management continually assesses whether regulatory assets are
probable of future recavery by considering factors such as applicable reguiatory changes, recent rale orders applicable to other regulaled enlities and the stetus
of any pending or potential deregulation legislation. Additionally, management continually assesses whether any regulatory Habilities have been incurred. Based
on this continual assessment, management believes Lhe existing regulatory agsets are probable of recovery and that no regulatory liabilittes, other than those
recorded, have been incurred. These regulatory assels and liabililies are primarily dassified in tha Balance Sheets as Regulatory Assets and Deferred Debits,
and Deferred Credits and Other Liabililies. Duke Energy Ohia periodically evaluates the applicabilily of SFAS No. 71, and considers factors such as regulatory
changes and the impact of compedtition. If cost-hased regulation ends or competition increases, Duke Energy Ohio may have lo reduce ils asset balances 1o

reflect a market basis less than cost and write-off their 2ssociated regulatory asseis and liabilities. (For further information see Nole 4.}

The state of Ohio passed comprehensive electric derequiation legisiation in 1989, and in 2000, 1he Public Utilities Commission of Ohio (PUCO) approved a
stipulation agreement relating io Duke Energy Chio's transition plan creating a Regutatory Transition Charge (RTC) designed to recover Duke Energy Ohio's
generation-related regulatory assets and ransition costs over a ten-year period beginning January 1, 2001. Accordingly, applicafion of SFAS No. 71 was
discontinued far the generalion portion of Duke Energy Ohio's business. Duke Energy Ohio has a RTC balance of approximately $239 milliosr and $331 mitfion
as of December 31, 2007 and 2006, respectively, whith is classified in Other Regulatory Assets and Deferred Debits on the Batance Shests.

Duke Energy Ohio operates under the Rate Stabilizalion Plan (RSP}, a market based standand service offer (MBSSD) which was approved by the PUCQ in
November 2004, and which provides price cenainty through December 31, 2008. i March 2005, the Office of the Ohio Consumers’ Counsel (QCC) appealed
the PUCQO’s approval of the MBSSO and in November 2008, the Ghio Supreme Court remanded the PUCO’s arder appraving the MBSSO for further evidentiary
support and explanation, and fo require Duke Energy Ohio to disclose cerfain cordidential commercial agreements batween an affiliate of Duke Energy Ohio and
certain Duke Energy Chio customers which had been previously requested by the OCC. Duke Energy Ohio has complisd with the disclosure order and on
October 24, 2007, the PUCO issued its order in tespanse Lo the remand. On February 15, 2008, Duke Energy Ohin filed a notice of appes! with the Ohio

Supreme Court challenging a pertion of PUCO's order o remand issued in Oclober 2007 {see Note 4). The MBSSO0 consists of the following discrate charges:
» Annually Adjusted Component—intended to provide cost recovery primarily for envienmenial compliance expenditures. This component is avoidabile

(or by-passable) for the first 25% of residential load and 50% of non-residential load to switch lo an alternative eleclric service pravider.
* Infrastruciure Maintenance Fund Charge—intended to compensate Duke Energy Ohio for committing its physical capacity. This charge is unavoidable

{or non-by-passable).
= System Refiability Tracker—iniended to provide actual cost recovery for capacity purchases, purchased power, reserve capacily, and related markst
costs for purchases lo meel capacity needs. This charge is non-by-passable for residential load and by-passable for non-residentiat lnag under cerlain

circumslances.
* Rate Stabilization Charge—inlended to compansate Duke Energy Ohio for maintaining a fixed price through 2008. This charge is by-passable by the

first 25% of residential load and 50% of nonresidential load lo swilch.

+ Generation Prices and Fuel Recovery—A market price has been established for generation service. A component of tha market price is a fuel cost
recovery mechanism that is adjusted quarterly for fuel, emission allowances, and cerfain purchased power cosls, that exceed the amoun originably
included in the rales frozen in the Duke Energy Ohio transition plan. These new prices were applied 1o non-residential customers beginning January 1,

2005 and to residential customers beginning Janusry 1, 2006.
= Transmission Cosl Recovery—A transmissian cost recovery mechanism was established beginning January 1, 2005 for non-resideniial cusiomers and
beginning Janvary 1, 2006 for residential customers. The transmission cost recovery mechanism is designed o permit Duke Energy Ohie 10 recover
certain Midwest Independent Transition System Operator, knc. (Midwest ISQ) charges, all Federal Energy Requlalory Cemmission (FERC) approved
transmission costs, and all congeslion costs atlocable to retail ralepayers that are provided service by Duke Energy Ghio.
Excluding Duke Energy Ohio’s dereguiated generation-related assets and liabilies, as of December 31, 2007, Duke Energy Ohio continues 10 meet the
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criteria lo apply SFAS No. 71.

Energy Purchases and Fuel Costs. As part of the PUCO's November 2004 approval of Duke Energy Ohio’s RSP, a cost tracking recovery mechanism
was established fo recover costs of retail fuet and emission zllowances that exgeed the amount originally included in the rales frozen in ihe Duke Energy Ohio
trensition plan. This mechanism was effeclive January 1, 2005 for non-rasidential customers and January 1, 2006 for residentiat customers. Alsa, Duke Energy
Ohio began utilizing a tracking mechanism approved by the PUCQ for the recovery ol system reliabifity capacily cosls related to cerlain specified purchases of
power. This mechanism was effective January 1. 2005 for non-residential customers and January 1. 2006 for residential customers. Because Duke Energy Ohio
does not apply SFAS No. 71 to its generation operations, differences between fuel costs biked and costs incured are not recorded as regulatory asseds or

liabitities.

Accounting for Risk Managsment and Hedging Actlvities and Financial Instruments. Duke Energy Chio uses a number of different derivative and
non-gerivalive insiruments in connection with its commodity price and interesl rale risk management activities, inchuding swaps, futures, forwards and options.
Al derivative instrumenis not designaled and qualkfying for the norms! purchases and normal sales exception under SFAS No. 133, *Accounting for Derivetive
Instruments and Hedging Activities®, as amended, {SFAS No. 133), are recorded on the Balsnce Sheets al their faie value. Cash inflows and outflows related to
derivative instruments, except those that contain financing etemeants and those refaled o other investing activities, are 2 component of operating cash flows in
the accompanying Statements of Cash Flows. Cash inflows and outflows related to derivative mstrurments containing financing elemenis are a component of
financing cash flows in the accompanying Statements of Cash Flows while cash inflows and outflows from derivatives related to investing activities are a

component of investing cast Rows in the accompanying Statemsnis of Cash Flows.
Duke Energy Ohio designates all energy commodity derivatives as elther trading of nan-trading. Gains and lossas for alf derivative contracis that do not
represent physical delivery contracls are reporied on a net basis in the Statements of Operations. For each of Duke Energy Ohio’s physical gelivery coptracis

that are derivalives, (he accounting model and presentation of gains and losses, or revenue and expense in the Stalemenis of Operations is shown below.

Duke Energy Ohio
Classification of Coniract Accounting Mode! Presentation of Gains & Losses or Revenue & Expense
Trading derivatives Mark-to-market(a) Net basis in Non-regulated electric and other
Non-trading derivatives:
() Gross basis in the same Statement of Operations category as the
Cash flow hed Accrual
ge related hedged itam
Fatr value hed Acorualb) Gross basis in the same Statement of Dperalions calegory as the
ge relaied hedged item
(b) Gross basis upon settlement in the comesponding Siatement of
Normal purchas le Accrual
ormatp e orsa Operations category based on commodity type
Undesicnatad Markto-markeq{a) Het basls in the reiated Stalement of Operations category for
esignate interest rate and commaodity derivativas

(a} An accounting term used by Duke Energy Ohio to refer to derivalive contracts for which an asset or liability is recognized at fair value ard the change in the
fair value of that asset or liabllity is recognized in the Statemenls of Operations. This lemn is applied ta trading and undasignated non-lrading derivative

contrects. As this term is not explicitly defined within GAAP, Duke Energy Ohig's application of this term could differ from that of other companies.

(b} Anaccounling lerm used by Duke Energy Qhio to refer to contracts for which there is generally no recognition inthe Statements of Operations for any
changes in fair value until Ihe service is provided, the associated delivery period ocours or there is hedge ineffectiveness. As discussed further below, this
term is applied to derivalive contracts that are accounted for as cash flow hedges, fair value hedges, 2nd normal purchases or salkes, as well as to
non-derivalive conlracts used for commedity risk managemenl pwposes. As this term is nol explicitly defined within GAAP, Duke Energy Ohio’s application

of this lerm could differ fram that of other companies.

Where Duke Energy Chio’s derivative instruments are subjecl 1o a master nelting agreameal and the criteria FASB Interpratation {FIN} No. 39, "Offseifing
of Amaunts Relaled to Certain Contracts—an Interpretation of Accounting Principles Board {APB) Opinion No. 10 and FASE Statement No. 105" (FIN 33), are
met, Duke Energy Ohio presents its derivalive assets and babilities, and accompanying receivahles and payables, separalely on a net basis in the

accormpanying Balance Sheets,

Cash Flow and Fair Value Hedges. Qualitying energy commodity and other derivatives may be designated as either a hedge of a forecasted Wransaction or
future cash flows (cash flow hedge) or a hedge of a recognized asset, liability or firm commitment (fair vaiue hedge). For all coniracts accounted for as a hedge,
Duke Energy Ohio prepares formal documentation of the hedge in accordance with SFAS No. 133. In addition, al inception and at least every three months
thereafter, Duke Energy Ohio formally 2ssesses whether the hedge contract is highly effective in offseling changes in cash flows or fair values of hedged items.

Duke Energy Ohio documents hedging activity by transactian type (futures/swaps) and risk management strategy (coramodity price risk/interest rate risk).
Changes in the fair value of a derivalive designated and qualified as a cash flow hedge, 1o the extent efiedtive, are included in the Statements of Commen
Stockholder's Equity and Comprehensive Income as Accumulated Other Comprehensive Loss (AOCH) until eamings are affected by the hedged lem. Duke
Energy Ohio discontinues hedge accounting prospectively when it has determined that a derivative no Jonger qualifies as an effective hedge, or whenit is no
longer prebable that the hedged forecasted transaction will occur. When hedge accounting is discontinued because the derivative no longer qualifies as an
effective hedge, the derivative is subject 1o the Mark-to-Market model of accounting {MTM Model) prospectively. Gains and losses related o discontinued
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hedges that were previously accumulated in AOCH will rernain in AGC) umiil the underlying contract is reflected in earnings; unles_;s i is probable that the hedged

forecasled lransaction wilf nol acowr al which iime associated deferred amounts in AQGI are immediately recognized in Gurrent samings.

For derivatives designaled as fair value hedges, Duke Energy Ohio recogmizes the gain or 10ss on the derivative instrument, as well as the offsetling 1oss or
gain on the hedged item in earnings, 10 the extent effeclive, in the current pariod. All derivatives designated and accounted for as hedges are classified in the
same category as the item being hedged in the Stalements of Cash Flows. in addition, all componems of each derivalive gain or loss are included in the

assessment of hedge effecliveness.
Normal Purchasas and Normal Safes. As appropriate, Duke Energy Ohic applies the normal purchase ard normal sales exceplion to certain contracts. i
contracts cease to meet this exception, the fair value of the contracts is recognized on the Balance Sheets and the contracts are accounted for using the MTM

Mndel unless immediately designated as a cash flaw or fair value hedge.
Vaiuation. When available, quoted market prices or prices obtained through external sources are used to messure a contract’s fair value, For contracts with
a delivery location: or duration for which quoted market prices are not available, far value is determined based on internally developed valuation technigues or

models. For derivatives recognized under the MTM Model, valuation adjustments are also recognized in the Staternents of Operations.

Goodwill. Duke Energy Ohio evaluates goodwill for potentiat impairment under the guldance of SFAS No. 142, "Goodwill and Other intangible Assets”
(SFAS No. 142). Under this provision, goodwill is subject lo an annual test for impairmenl. Duke Energy Ohic has designated August 31 as the date i performs
the annual review for goodwill impairment for its reparting units. Undar the provisions of SFAS No. 142, Duke Energy Ohio performs the annual review for

goodwilt impairment at the reporting unit level, which Duke Erergy Ohio has determined to be an operating segment.

Impairment lesting of goodwiil consists of a two-step process. The first step involves a comparison of the determined fair value of a reporting unit with ils
carrying amount. i the camying ameunt of the reporting unit exceeds its fair value, the second step of the process involves a comparison of the fair value and
carrying value of the goodvill of that reporting unit. If the camying vale of the goodwill of a reporling unil exceeds the imphed fair value of that goodwill, an
impairment loss is recognized in an amount equal to the excess. Additional impaimnent tesis are performed betwesn the annual reviews if events or changes In

circumstances make it more likely than not that the fair value of a reporting unit is below its carrying amounl.

Duke Erergy Ohio primarily uses a discounted cash flow analysis 1o determine fair value. Key assumptions in the determination of fair value include the
use of an appraopriate discount raie, estimated fulure cash flows and estimated run rales of operation, maivlenance, and general and adminisirative costs. In
estimating cash flows, Duke Energy Ohic incorporales expected growth rates, regulatory stability and ability to renew contracts as well as other factors into its

revenue and expense forecasts.

Property, Plant and Equipment. Recorded balances for property, plant and equipment existing as of April 3, 2006 were adjusted to reflect Tair values as of
that dale. Due to rale setling and recovery provisians curranily in place for regulated operations, the fair values of property plant and equipment of the reguiated
operations were considered lo approximate their carrying values as of the date of Duke Energy’s merger with Cinergy. Accumulated deprecialion was nol reset
1o 2ev0 as of the merger dale tor the regulated property, plant and equipment due primarily 1o regulalory reponting implications. Urregulated property, plent and
equipment were recorded at respective fair values and accumulaled deprecation wes reset 1o 2ero as of the merger date. Otherwise, properly, plant and
equipment are stated at the lower of historical cost less accumulaied depreciation or fair value, il impaired. Buke Energy Ohio capitalizes alf construclion-related
direct labor and material costs, as well as indirect construction costs. Indirect costs include general engineering, laxes and the cost of funds used during
construclion. The cost of renewals and betlermenis that extend the useful iife of property, plant and equipment are also capitalized. The cost of repairs,
reptacements and major maintenance projects, which de not extend the useful e of increase the expected oulput of property, plant and equipment, is expensed
as incurred. Deprecialion is generally computed over the asset’s estimated useful iife using the straighi-line method. The composile weighled-average

depreciation rates were 2.6% jor 2007 and 2.7% for 2006. Aiso, see “Atiowance for Funds Used During Construction (AFUDC),"” discussed balow.,

When Duke Energy Ohio retires its regulated property, plant and equipment, it charges the ariginal cost plus the cost of retirement, less salvage value, o
accumulated depreciaticn and amortization. When il sells enfire reguiatled operating units, or retires or sells non-regulated properiies, the cost is removed from
the properly account and lhe related accumulated depreciation and amortizalion accounts are reduced. Any gain or loss is recorded in eamings, unless

otherwise required by the applicabde regulatory body.

Duke Energy Ohio recognizes asset retirement obligations (ARQ's) in accordance with SFAS No. 143, “Accounting For Asset Retirement Obligations”
(SFAS No. 143), for legal obligations associaled with the ratirement of iong-lived assets that result from the acquisition, construclion, development andfor Rormal
use of the assel and FIN No. 47, "Accounting for Conditional Assat Retirement Cbiigations” (FIN 47), for conditicnat ARD's. The term conditional assel
relirement obligation as used in SFAS No. 143 and FIN 47 refers Lo a legal obligation to perform an asset retirement activily in which the [iming and {(or) method
of settlement are condifional on a future event that may or may not be within the contro! of the enlity. The atligation to perform the asset retirement activity is
unconditional even though uncertainty exists aboul the timing and (or) method of setilement. Thus, the timing and (or) methad of setfement may be conditional
on a future event. Both SFAS No. 143 and FIN 47 require that the fair vahie of a kability for n ARD be recognized in the period in which it is incurred, if a
reasonable estimate of fair value can be made. The fair value of the liability is added to ihe carrying amounl of the associated asset. This addiional camying

amouni is then depreciated over the estimated useful life of the assel. See Notle 7 for further mformation.

Unamortized Debt Premium, Discount and Expense. Premiums, discounts and expenses incurred with the issuance of outslanding long-term debt are
amortized over the lerms of the debt issugs. Any call premiums or unamorntized expenses associated with refinancing highei-cost debt obligations to finance
regulated assets and operations are amerlized consislent with regulatory ireatment of these items, where appropriate. The amortization expense is recorded in
continuing operations as interest expense in the Statements of Operations. The amorization expense is reflacied as Depreciation and amortization within Net

cash provided by operating activilies on the Statements of Cash Flows.

Loss Contingencies. Duke Energy Ohio is involved in cerlain tegal and environmental malters that arise in the normal course of business. Loss
contingencies are accounted for under SFAS No. 5, “Accounting for Conlingencies,” [SFAS No. 5). Under SFAS o, 5, contingent losses are recorded when il is
determined that it is probable that a loss has occurred and the smount of the 10ss can be reasonably esiimated. When a renge of the probable loss exists and no
amount within the range is a betler estimale than any other amount, Duke Enargy Chio records a loas contingency at the minimum amount in the range. Unless

othervise required by GAAP, legal fees are expensed as incured. See Note 15 for further information.

Environmental Expenditures, Duke Energy Ohio expenses environmental expenditures related 1o conditions caused by past operations that do not
generale current or future revenues. Environmental expenditures related to operations that generate current or fufure revenues are expensed of capitatized, as
appropriate. Liabilities are recorded on an undiscounted basis when the necessity for environmental remediation becomes probable and the cosis can be

reasonably estimated, or when gther polential environmental liabilities are reasonably estimable and probable.
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Revenue Recognition and Unbilled Revenve. Revenues on sales of eleciricity and gas are recognized when either the service is provided or the product
is delivered. Unbilled revenues are estimated by applying an average revenue per kilowatt hour or per lhousand cubic feet (Mcf) for ot customer clagses to the
number of estimated kilowatt hours or Mcf's delivered but ol billed. The amount of unbilled ravenues can vary significantly period to period as a resulf of factors
including seasonality, weather, customer ysage patierns and customer mix. Unbilied revenues for Commercial Power, which are recorded as Reteivables in
Duke Energy Ohio’s Batance Sheel at December 31, 2007 and 2006, were approximately $38 milion ang $56 milkon, respactivety. The receivables for unbilled
revenues for Franchised Eleciric and Gas (3120 million and $110 miflion at December 31, 2007 and 2008, respectively) are included in the sales of accounts

receivable to Cinergy Receivables Company, LLC [Cinergy Receivables}. See Mote 11 for additional information.

Allowance for Funds Used During Construction {AFUDC). AFUDC, which represents the estimated debl and equily cosis of capital Tunds necessary 1o
finance the constiuction of new regulated facililies, consists of two components, an equily component and an interesl componenl. The equity companent is a
nan-cash item. AFUDC is capitalized as a component of Property, Plant and Equipment cost, with offselling credits to the Statements of Operations. Alter
construction is completed, Duke Energy Ohia is permitted to recover thesa costs through inclusion in the rate base and in the depreciation provision. The total
amount of AFUDC included within income from continuing opérations in the Statementls of Operations was $32 million in 2007, which consisted of 2n after-tax
equity componeni of $3 million and a before-tax interest expense component of $29 mitlion. The total amount of AFUDC included within income from continuing
operations in the Statements of Qperations in2006 was $19 million, which consisted of an afterdax equity component of $2 milion and a before-lax interest

expense component of $16 million.

Accounting For Purchases and Sales of Emission Allowances. Duke Energy Dhio recognizes emission allowances in earrings as they are consumed
or sold. Gains or losses on sales of emission alfowances for non-egulated businesses are presented on a net basis in {Losses) Gains on Sales of Other Assets
and Other, net, in Ihe accompanying Statamenis of Operations. For regulated businesses that provide for direct recovery of emission allowances, any gains or
losses on sales of recaverable emission allowanees are included in the rate siructure of Ihe regulated emtity and are deferred as a regulatory asset or lability.
Future rates charged (o retalt customers are impacted by any gain or loss on sales of recoverable emission allowances and, iherefore, as the recovery of the
gain or loss is recognized in operaling revenues, the regulatory asset or Hability related to the emission allewance activity is recognized as 2 component of Fusl
Used in Electric Generation and Purchased Power in the Statements of Operations. Purchases and sales of emission allowances are presented gross as

investing aclivilies on the Statements of Cash Flows.

Income Taxses. As 2 resull of Duke Friergy’s merges with Cinergy, Duke Energy Chio entered inle a tax sharing agreement with Duke Ensrgy, where the
separate retum method is used to aliocate lax expenses and benefils tp the subsidiaries whose invastments or results of operations provide these tax axpenses
or henefits. The accounting for income taxes essentially represents the income taxes that Duke Energy Ohio would incur if Duke Energy Ohio were 3 separale
campany filing its own lax return as a G-Corporation. The current tax sharing agreement Duke Energy Ohio has with Duke Energy is substantially the same as
the tax sharing agreement belween Duke Energy Ohio and Cinergy prior 1o the merger. Deferred income taxes have been provided for temporary differences
between the GAAP and tax camying amounis of assets and liabilities. These differences create taxable or tax-deductible amounts for fulure periods, Investment

tax credits have been deferred and are being amorlized aver the estimated useful lives of the relaled praperties.

Management evaluates and records uncertain tax positions in accordance with FIN 48, “Accounting For Uncertainty in Incorme Texes — an inlerpretation of
FASE Statemeont 108." (FIN 48), which was adopted by Duke Energy Ohic on January 1, 2007. Duke Energy Ohio records unrecognized tax benefits for
positions laken or expected to be taken on tax returns, including the decision 1o exckude cerain income or Iransactions from a return, when a
more-likely-than-not thresheld is met for a tax position and management believes that the position will ba sustained upon examination by the taxing authorities.
Managemeni evaluates each position based solely on the technical merils and facts and circumsiances of the position, assuming the position wii be examinad
by a laxing aulhorily having full knowledge of aki relevant information, In accordance with FIN 48, Duke Energy Ohio records the largest amount of the
urrecognized tax benefit that is greater than 50% likely of being realized upon satlement or effective setilement. Management considers a tax posilion
effectively settled for the purpose of recognizing previously unrecognized tax benufits when the following conditions exist: (i} the taxing authority has completed
its examinalion procedures, including all appeals and adminisirative reviews that the taxing authority is required and expected tn perform for the iax positions, (i)
Duke Energy Obio does nol intend ta appeal or litigate any aspect of the tax pesition included in the completed examination, and (i} it is remote thal the taxing
authorily would examine or reexaming any aspect of ihe tax position. See Note 6 for further information.

Duke Energy Chio recerds, as it relates to taxes, interest expense as Intergsl Expense and interes! income and penallies in Other Income and Expenses,
net, in the Statements of Operations.

Excise Taxes. Certain excise taxes levied by state or local governments are collected by Duke Energy Chio from its cusiomers. These taxes, which are
required to be paid regardiess of Duke Energy Ohia's ahility ta collect from the customer, are actounted far on a gross basis. When Duke Energy Ohio acis as
an agent, and the 1ax is not required lo be remilted if il is nol colleciad fram the customer, the laxes are accounted for on a net basis. Duke Energy Ohio's excise
taxes accounted for on a gross basis and recorded as revenues in the accompanying Statemenis of Operations al December 31, 2007 and 2006 was $116

million and %115 miliion, respectively,
Reclassiiications and Revisions. Certain prior period amounts have been rectassified to conform to the presentation for the current period.

New Accounting Standards. The folowing new accounting standards were adoptad by Duke Energy Chio during the year ended December 31, 2007 and
the impact of such adoption, i applicable, has been presenled in the sccompanying Financial Statements:

SFAS No. 185, “Accounting for Certain Hybrid Financiad instruments—an amendment of FASB Statemants Na. 133 and 140° (SFAS No. 155). in February
2008, the FASB issued SFAS No. 185, which amends SFAS No. 133, “Accounting for Derivative Insiruments and Hedging Activities” and SFAS No. 140,
“Accounting for Translers and Sarvicing of Financisl Asssts and Extinguishments of Liabiliies” (SFAS No. 140). SFAS No. 155 aliows financial instruments that
have embedded derivatives to be accounied for al far value at acquisition, at issuance, oF when a previously recognized financial instrument is subject to a
remeasurement (new basis) event, on an instrument-by-instrument basis. in cases in which a derivative would otherwise have ta be bilurcated. SFAS No. 155
was effective for Duke Energy Ohio for all financial instruments acquired, issued, or subject to remeasurement afier January 1, 2007, and for certain hybrid
financial instruments that had been bifurcated prior 1o the effective date, for which the affect is 1o be reporied as a cumulative-effect adjustment to beginning

retained eamings. The adoption of SFAS No. 155 did not have a materisl impact on Duke Energy Ohic’s results of operations, cash flows oe financial position.
SFAS No. 156, “Accounting for Servicing of Financiel Assets—an amendment of FASB Statement No. 1407 {SFAS No. 156). In March 2006, the FASB
issued SFAS No. 156, which amends SFAS No. 140. SFAS No. 156 requires recognition of a servicing asset o liability when an entity enlers inte arrangements
{o service financial instruments in cerfain silualions. Such sarvicing assets or servicing liabifilies are required 1o be initially measured at fair value, if practicabie.
SFAS No. 156 also allows an entity to subsequenlly measure its servicing assels or servicing liabililies using either an amortization method or a fair value
melhod. SFAS No. 156 was sffective for Duke Energy Ohia as of January 1, 2007, and must be applied prospectively, exgepl that whare an enlity elects to
femeasure separalely recognized exisling ammangements and reclassiy certain avallable-for-sale securilies 1o lrading securilies, any effects must be reporied as
a cumulative-effect adjustment to retained earnings. The adaption of SFAS No. 156 did not have a maierial impact on Duke Energy Ohic's results of operations,

cash flows or financial position.
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SFAS No. 158, “Empioyer’s Accounting for Defined Benefit Pension and Other Paslratirement Plans, an amendment of FASE Statemenls No. 87, §8, 106,
and 132(R)" (SFAS No. 158). In October 2006, the FASS issued SFAS No. 158, which changas the recognilion and disclosure provisions and measurement dale
requirements for an employer’s accounting for defined benefit pension and other postretirement plans. The recognition and disclosure provisions require an
employer 1o (1) recognize the funded stalus of a benedit plan—measurad as the difference between plan assels at fair value and the benefit obligation—in its
slalement of financial position, {2) recognize as a component of other comprehensive loss, et of lax, the gains or lasses and prior service cosls of credits that
arige during the period but are not recognized as components of net periodic benefit cosl, and (3) disclose in the notes to financial statements certain additional
information. SFAS No. 158 does not change the amounis recognized in the income statement as net periodic benefit cost. Duke Energy Ohio recognized the
funded status of its defined benefit pension and other postretirement plans and provided the required additional disclosures as of December 31, 20¢5. The
adoplion of SFAS No. 158 recognition and disclosure pravisions resuited in an increase in lotal assels of approximately $12 million {consisting of an increasa in
regutatory assets of $10 million and an increase in defemred tax assels of $2 millien), an increase in total liabilitias of approxirately $14 million and & decrease in
AQCI, net of tax, of approximatety $2 million as of DBecember 31, 2006.

Under the measuremenl date requirements of SFAS Neo. 158, an employer is required 10 measure defined benefit plan assets and obligalions as of the
dale of the employer's fiscal year-end statement of financial position (with limited exceptions). Hislorically, Duke Energy Ohio has measured its plan assets and
obligations up lo three months prior to the fiscal year-end, as allowed under the authorilative accounting literature. Duke Energy Ohio adopled the change in
measurement date effective January 1, 2007 by remeasuring plan assets and banefit obligations as of that date, pursuant to the transition requirements of 6FAS
No. 158. Net periodic benefit cost of approximalely $3 million For lhe three-month periad between September 30, 2006 and December 31, 2006 was recognized,
net of 1ax, as a seperate adjusiment of retained earnings as of January 1, 2007. Additionally, ia the first quarter of 2007, the changes in plan assets and plan
abligations between the September 30, 2006 and December 31, 2006 measuremen dates nol related 1o net periadic banefit cost was required o be recognized,
net of tax, as a separate adjustment of the opening balance of AOC) and regulatory assets. This adjustment was not material. During the second quarter of
2007, Duke Energy Dhio completed these caloulations. The finalization of these actuarial calculations resulled in a $2 miilion adjusiment to AQC) and an
immaterial adjustment to regulatory assets.

The adoption of SFAS No. 158 did not have a malerial impact on Duke Fnergy Ohio’s results of operations or cash flows.

FIN No. 48. In July 2006, the FASB issued FIN 48, which provides guidance on accounlting for income lax positions about which Duke Energy Ohio has
concluded there is 2 level of uncertainly with respec to the recognilion of a tax benefit in Duke Energy Ohio’s financial siatemenis. FIN 48 prescribes the
minimum recognition threshold a tax position is required 16 meet. Tax positions are defined very broadly and include not only tax deductions arad credils bul atso
decisions not to file in a particular jurisdiction, as well as the taxabilily of iransactions. Duke Energy Ohio adopted FIN 48 efiective January 1, 2007. See Nole 6

for additional information.
FASB Staff Position (FSP) No. FIN 43-1, Definition of “Seftlement” in FASB Interpretation No. 48 (FSP No. FiN 45-1). In May, 2007, the FASS staff issued
FSP No. FIN 48-1 which clarifies the conditlons under FIN 48 that shouid be met {or a tax position to be considered effectively seitied with the taxing authority.

Duke Energy Ohio's adoption of FIN 48 as of January 1, 2007 was consistert with the guidence in this FSP.
The fotlowing new accounting slandard was adopled by Duke Energy Ohio duwing the yaar ended December 31, 2006 and the impact of such adoption, if

applicable, has been presented in the accompanying Financial Slalements:

Statf Accounting Bulletin {SAB) No. 108, “Considering the Effects of Prior Yeer Misstalerments When Quantifying Misstatemenis in GCurrent Year Financial
Statements”™ (SAB No. 108). In September 2006 the Securities and Exchange Commission (SEC) issued SAB No. 108, which provides interpretive guidance on
how ihe effects of the carryover of reversal of prior year missiziements should be considered m quantifying a currenl year missiatement. Traditionaily, there
have been two widely-recognized approaches for quantifying the effects of financial statement misstatements. The income statement approach focuses primarily
on the impact of @ misstalement on the income statement—incluging the raversing effect of prior year misstalements—bul ils use can kead to the accumulation
of misstatements in the balance sheei. The balance sheel approach. on the other hand, focuses primarily on the eflect of correcting the peried-end balance
sheet with less emphasis on the raversing eHecls of prior year enors on the income stalement. The SEC slaff believes thai registrants should quantify emors
using both a balance sheet and an income stalement approach {a “dual approach™) and evaluate whether either approach resufls in quantifying a misslatement

that, when ail relevant quanlilative and qualitative factors are considered, i material.

SAB No. 108 was effective for Duke Energy Ohio's year ending December 31, 2006, SAR No. 108 permils existing public companies to initially apply ils
provisicns either by (i) restating prier financial statements as if the “dual approach” had always been used or (i}, under certain circumstances, recording the
cumulative effect of initially applying the “dual approach” as adjustments lo the carrying values of assets and liabilities 25 of January 1, 2008 with an offsetting
adjustment recorded to the opening balance of relsined eamnings. Duke Energy Ohio has historically used a duai approach for quaniifying identified financial
staternent misstatements. Therefore, the adaption of SAR No. 108 did not have a material impact on Duke Energy Ohiv's resulls of operations. cash flows or

financial position.

The following new accounting standards have been issued, bit have not yet been adopted by Duke Ensrgy Ohic as of December 31, 2007:

SFAS No. 157, ‘Fair Value Measurements” (SFAS No. 157). In September 2006, the FASB issued SFAS No. 157, which defines fair value, establishes a
framework for measuring fair value in GAAP, and expands disclosures about fair value measurements. SFAS No. 157 does not require any new fair value
measurements. The application of SFAS No. 157 may change Duke Energy Ohio’s cument praclice for measuring fair values under other accounting
pronauncements thal require fair vahue measurements, For Duke Energy Uhio, SFAS No. 157 is effective as of January 1, 2008. in February 2008, the FASB
issued FSP No. 157-2, which delays the effective date of SFAS No. 157 for one year far nonfinancial assets and liabilities. except for items #hat are recognized
or disclosed 2t fair value in the financial statemenls on a recurring basis. Duke Energy Ohio does not expect to report any material cumulative-gffect adjustment
1o beginning retained earnings as is required by SFAS No. 157 for cerlain limiled matters. Duke Energy Chio continues 10 menitor additional proposed
imerpretative guidance regarding the application of SFAS No. 157, To date, no matiers have been identified regarding implementation of SFAS No. 157 that
would have any material impact on Duke Energy Ohio's results of operations or financial posilion.

SFAS No. 159, “The Far Value Oplion for Financial Assefs and Financial Liabilities” (SFAS No. 159). In February 2007, the FASB issued SFAS No. 159,
which permils entities {c choose lo measure many financial instruments and certain other items at fair value. For Duke Energy Ohio, SFAS No. 159 is effective
as of January 1, 2008 and will have no impact on amounts presented for periods prior 1o the effective date. Duke Enargy Ohio does not currenlly have any
financial assets or financial liabiities for which the provisions of SFAS No. 159 have been elected. However, in the future, Duke Energy Ohic may elocl to

measure certain finapcial instruments al fair value in accordance with this standard.
SFAS No. 141 (revised 2G07), “Business Combinations™ (SFAS No. 141R). In December 2007, the FASB issued SFAS No. 141R, which replaces SFAS Na.
141, "Business Combinations” SFAS No. 141R retains the fundaments| requirements in SFAS No. 141 that the acquisition method of accounting be used for all
business combinations and that an acquirer be idenlified for each business combination. This statement alse establishes principles and requirements for how an
acquirer recognizes and measures in its financial statements the identifiable asseis acquired, the ksbilities assumed, any noncentrolling (minosity) interests in an
acquiree, and any goodwill acquired in a business combination or gain recognized fram s bargain purchase. For Duke Erergy Ohio, SFAS No. 141R must be
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applied prospectively 1o business combinations for which the acquisition dale occurs on or after January 1, 2009. The impact to Duke Energy Ohio of applying
SFAS No. 141R for periods subsequent to implementation will be dependent upon the nalure of any transaclions within the scope of SFAS No. 141R.

2. Duke Energy/Cinergy Merger

Duke Energy Ohio consolidates assets and liabilities from acquisilions as of the purchase dale, and includes eamings from acquisitions in consolidated
earnings after the purchase date. Assets acquired and kabilities assumed are recorded at eslimated fair values on the date of acquisition. The purchase price
minus the estimaled fair value of the acquired assets and liabitities meeting the definition of a business as defined in EITF Issue No. 38-3, “Delermining Whether
a Nonmaonalary Tramsaction Involves Receipt af Productive Assels or of a Business” (EITF 98-3), is recorded as goodwill. The allocalion of the purchase priga
may be adjusted if additional, requesied information is received during the allocation period, which generally does not exceed ane year from the consummation
date, however, it may be longer for centain income tax items.

On April 3, 2008, the merger betwean Duke Energy and Cinergy was consummated {see Note 1 for additional informalion on the merger). For accounting
purpuses, the effective dale of the merger was April 1, 2006. The merger combined the Duke Energy and Cinergy regulated franchises as well as deregulated
generation in the midwestern United Stales (Midwesl).

Based on the market price of Duke Enargy common stock during lhe period, including the two lrading days before, through the two trading days after,
May 9, 2005, the date Ouke Energy and Cinergy announced the merger, the transaclion was valued at approximately $9,115 million and resulted in goodwil

recorded at Duke Energy Ohio of approximately $2,348 million. ) )
As discussed in Note 1 above, purchase accounting imparis, including goodwill recognition, have been “pushed down” lo Duke Energy Ohio, resulling in
the assets and liabilities of Duke Energy Ohio baing recorded al their respeciive fair values as of April 3, 2006. The following unaudited pro forma financial

results for Duke Energy Ohio are presented as if the merger with Duke Energy had occurred at the beginning of the paripds presented:

Unaudited Pro Forma Results (Predecessor)

Three Months

Ended
March 31, 2006

{in miflions}
Operating revenues g 841
Income from continuing operations 86
Net income 86
Earnings available for common stockholder 86

Additionally, pro forma resuits do not include any significant ransactions completed by Duke Energy Ohio other than the impact of Cinergy’s merger with

Duke Energy.
Prior 1o consummation of the merger, certain regulatory approvals were received from the state wiility commissions 2nd the FERC. See Note 4 for 2

discussion of the regulatory impacts of the merger.

3. Transfer of Generating Assets and Dispositions

Transfer of Certain Duke Energy Generating Assets 10 Duke Energy Ohio, In April 2006, Duke Energy contributed to Duke Energy Ohio its ownership
inlerest in five plants, representing a mix of combined cycle and peaking plants, with a combined capacity of 3,600 megawatts (MW). The transaction was
effective in April 2006 and was accounled for at Duke Energy’s net book value for these assets. The entities hoiding these generaling plants, which were indirect
subsidiaries of Duke Energy. were first distribuled 1o Duke Energy, which then contributed them 1o Cinergy which, in lurn, contributed them to Duke Energy Ohic.

In the final step, the enfities were then merged inlo Duke Energy Ohia. .
The following unaudited pro forma financial results for Duke Energy Ohio am presented as if the contribution of the Duke Energy generating assets to Duke

Energy Ohio had oceurred at the beginning of the periods presented:
Unaudited Pro Forma Results (Predecessor)

Three Months
Ended
March 31, 2006

({in milions)
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Operating revenues 5 a47
ncome frem continuing aperations 104
Nel income 104
Earnings available for common stockholder 104

These pro forma resulls do not include any significant lransactions compleled by Duke Energy Ohio other than the impact of the transfer of the ownership
interast in the five plants as discussed above. As part of this fransaction, Duke Energy agreed o reimburse Duke Energy Ohio, on a quarterly basis, through
April 2015 in the avent of cerlain cash shorifalls related te the performance of the five planis. Based on the assessment of the performance of the five planis on
a quarterly basis during 2007, Duke Energy Ohio did not incur any qualifying shortfalls relaled lo the perlormance of the five plaris and thus no cash
reimbursement was required from Duke Energy. During the third quarier of 2006, Duke Energy reimbursed Duke Energy Ohio $1.9 million for certain cash
shortfalls that ocourred during the second quarter of 2006, However, as a result of the calculation pertaining 1o the third quarnier 2006 periormance of the five
plants, the $1.9 million received by Duke Energy Ohio iram Duke Energy was retumed to Duke Energy during the fourth quarter of 2006. Duke Energy Ohio

accounts for any paymenis from or return of payments to Duke Energy in Common Stockholder's Equity as an adjustmeni to Additional paid-in capital.

Dispos#tions. For the year ended December 31, 2007 and December 31, 2006, the sale of emission allowances resulied in approximately $29 miliion and
$238 million, respectively, in proceeds and net pre-tax (losses) gains of ($7) million and ($2} million, respeciively, recorded in (Losses) Gains on Sales of Other
Assets and Other, net on the Statements of Operstions. Theze amounis primarity relate 1o Commercial Power's sales of emission aiowarces.

Transter of Generaling Assets from Duke Energy Ohla to Kentucky. In January 2006, Duke Energy Ohio conlributed 160 percent of ils ownership
inlerest in one generating unit and one peaking piant with a combined capacity of 727 MWs and its 69 percenl interest in anather generaling station with an
owned capacity of 414 MWs 1o Duke Energy Kentucky, ils wholly owned subsidiary, The Wansaction was effective as of January 1, 2006 at a nef book value of
approximately $140 million.
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4. Reguiatory Matters

Regulatory Assets and tiabilities. Duke Energy Ohio's regulaled operations are subject lo SFAS No. 71. Accordingly, Duke Energy Ohio records assels
and liabilities that result from the regulated ratemaking process that would not be racorded under GAAP for non-regulaled entities. See Note 1 for further

information.

Duke Energy Ohio’s Regulatory Assets and Liabilities:

As of December 31, RecoveriRefund
2007 2006 Perlod Ends
{in miflions}
Regulatory Assets(3)
Regulatory Transition Charges (RTC)(b) $ 239 $ 331 2014
i i b}h -

Accrued pension and postretiremeni{b}h) 107 6 @)
Net regulatary asset related to income faxes a0 o8 {e)
Capilal-related distribution costs{t) 22 29 o

. . I
Unamortized costs of reacquiring debtl) . 7 8 {8)
Vacation accrual(i) 8 1 5008

i {b)c
Deferred operaling expense{blic) 7 & 2066
b
Hedge costs and other deferrats{b) 5 7 2033
b

Otherlb) 4 5 (g

Totat Regulatory Assets 5 489 s 505
Roqulatory Liabifities{3)

c)(d
Removal costs{c)(d} 3 150 $ 31 4]
i i d
Accrued pension and postrelirement! ) 27 _ ta)
k

Otherk} 5 7 )

Tatal Regulatory Liabililies $ 182 $ 138

fa) All regulatory assets and hiabitities are excluded from rate base undess otherwise noted,
{b} Included in Other Regulatory Assets and Deferred Debits on the Balance Sheels.

{c) Included in rale base.

{d) Included in Other Deferred Credits and Other Liabiliies on the Balance Sheals.

(e) Recovenyfrefund is over the life of the assaciated asset ot Hability.
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() Liability is extinquished over the lives of the associated assets.

(g} Recovery/Refund period currently unknown.
(h} The 2006 amount includes $31 million related to adoption of SFAS No. 158 (see Nota 16) and 3116 million refated to |mpacts of purchase accounting a5 a

result of Duke Energy’s merger with Cinergy (se Nole 2).
{i} Recovered via revenue rider or 2010.
i} Included in Other Cuirent Assels an the Balance Sheets.
(k} Included in Accounts Payable or Other Deferred Credits and Other Liabilities on the Balance Sheets.
() Included in Deferred Debt Expense on the Balance Sheels.

Regulatory Merger Approvals. As discussed in Note 1 and Note 2 on Apeil 3, 2006, the merger beiween Duke Energy and Cinergy was consummated o
create a nawly formed company, Duke Energy HoMing Corp. (subsequently renamed Duke Energy Corporation). As a condition to the merger approval, the
PUCO required that certain merger refated savings be shared with consumers in Ghia. The commissions also required Duke Engrgy Ohio to meet additional
tonditions. Key elements of these conditions include;

= The PUCO required that Duke Energy Ohio provide (i) @ rate reduction of approximately $15 million fot ane year 1o faciiitate ecenomic development ina
time of increasing rates and market prices and (i) a reduction of approximalely $21 million to its gas and electric consumers in Ohio for ona year, with
both credits begirning January 1, 2008. During the first quarter of 2007, Duke Energy Ohio had compleled its merger related rate reductions and filed a
reporl with the PUCE to terminate the merger credit riders. Approximately $2 million and $34 million of these rale reductions were passed through 0
customers during the years ended December 31, 2007 and 2006, respectively.

Franchised Electric and Gas. Rate Related Infarmation. The PUGCO approves rates and market prices for retail electric and gas services within the state
of Ohiv, except that non-regulated sellers of gas and electric generation also are allowed to operate in Ohio {sse “Commercial Power” below). The FERC

approves rates for electric sales lo wholesale customers served under cost-based rates.

Duke Enargy Ohip Electric Rale Filngs. Duke Energy Ohio operates under a RSP, a MBSSQ approved by the PUCQ in November 2004. in March 2005,
the Office of the OCC appealed the PUCO's appraval of the MBSSQ to the Supreme Coun of Ohio and the Court issued its decision in November 2006. #t
upheld the MB3SQ in virually every respect but remanded ta the PUCO on two issues. The Courl ordered the PUCO lo support a cerain portion of ils order with
reasoning and record evidence and to require Duke Energy Ohio lo disclose certain confidential commercial agrasmants with other parties previously requested
by the OCC, Duke Energy Ohio has complied with the disclosure order.

In Getober 2007, the PUCO issued its ruling in response to the Supreme Court's decision. The PUCO affirmed the MBSSO, with centain madifications. and
maintained the currenl price. The ruting provides for cantinuation of the existing rata components, including the recovery of costs retated to new pollution cordrol
equipment and capacity costs associated with power purchase contracts fo meest customer demand, but provided customers an enhanced opportunily to avoid
certain pricing components if they are served by a compelitive supplier. The niing aiso rescinded the requirement that Duke Energy Ohio ransfer its generating
assets to an exemnpt wholesale generator (EW(G) and required Duke Energy Ohio to retain ownership for the remainder of the RSP perod. The ruling alse
incorrectly implied thal Duke Energy Ohio's nonresidential RTC will lerminate at the end of 2008. On November 23, 2007, Duke Energy Ohio filed an application
for rehearing on the portions of the PUCO's ruling redating 1o (1) whether ceriain pricing components may be avoided by customers, (2) the fight to ransler
generating assels, and (3) the termination date of the RTC. On December 19, 2007, the PUCO issued its Entry on Rehearing granting in part and denying in part
Duke Energy Ghio’s Application for Rehearng. Among other things, the Commission modified and clarified 1he applicabilty of various rate riders during
customer shopping situalions. It also clarified that the residential RTC terminates at the end of 2008 and that the nonresidential RTC terminates at the end of
2010 and agreed to give further consideration 10 whelher Duke Energy Ohio may transfer its generating assets k an EWG.

On February 15, 2008, Duke Energy Ohio filed 3 nolice of appeal with the Ohio Supreme Court challenging a portion of the PUCO’s decision on remand
regarding Duke Energy Chio’s RSP. The October 2007 order permits non-residential customers to avoid certain charges associgted with the costs of Duke
Energy Ohio standing ready to serve such customers il they retum afier being served by another supplier. Duke Energy Ohio believes the PUCO exceeded its
authority in modifying the charges that may be avoided, resulting in Duke Energy Ohio having lo subsidize Ohio's competitive efeclic market. Duke Energy Ohio
has asked the Supreme Count lo reverse the PUCO ruling and require that non-residential cuslomers pay the charges associated with Duke Energy Chio
standing ready to serve them should they return from a competitive suppler. The OCC also has filed a nolice of appeal challenging the PUCO's Gctober 2007
decision as unlawlul and unreasonable. Pending the Ohio Supreme Court’s consideration of its appeal, the OCG has requested that the PUCO stay
implementation of the Infrasiructure Maintenance Fund charge approved in the October 2007 order o be collected from customers. At this time, Duke Engrgy
Ohio cannot predict whether the Ohio Supreme Courl will reverse the PUCQO’s decision or whether the PUCO will grant the OCC's request for & stay. However,
Duke Energy Ohia does not anticipate the resalution of this matier will have a malerial impact on its resuits of operations, cash fiows or financkal posilion.

In August 2006, Duke Energy Ohic filed an application with the PUCO 1o armend its MBSSO theough 2010. The proposal provides for continued eleciric
system reliability, a simplified market price structure and clear price signals for customers, white helping to maintain a stable revenue stream for Duke Energy
Ohio. On November 30, 2007, due 1o new legislation pending in the Ohio General Assembily regarding the pricing of competifive ralail generation services, Duke
Energy Ohio requesied PUCQO approval to withdraw its application to amend its MBSSQ. Upon approval of the new legislation, Duke Energy Ohio will fikely seek

approval of a new generation pricing formula.

Duke Energy Ohio’s MBSSO includes a fuel clause, System Reliability Tracker lo recover reserve capacily costs and an Annually Adjusted Component
{AAC} to recover changes in environmental, tax and homeland security costs. These price components are audited annually by the PUCD. In Aprit 2007 Duke
Energy Ohio entered into a setlemen resolving all open issues ideniified in the 2006 audits and application 1o amend the 2007 AAC market price with some of
the parties. After an evidentiary hearing, the PUCO issued its order approving the partial setilement on Novernber 20, 2007.

Duke Energy Ohio Gas Rate Case. In July 2007, Duke Energy Ohio filed an application with the PUCO for an increase in its base rates for gas sewvice.
Duke Enetgy Ohio sought an increase of approximately $32 million in revenue, or approximately 5.7%, to be effective in the spring of 2008. The application also
requests approval lo conlinue tracker recovery of costs associated with an accelerated gas main replacement program. The PUCD accepled the application for
filing in September Z007. On February 28, 2008, Duke Energy Ohio reached a seltlement agreement with the PUCO Staff and all of the intervening parties on its
request for an incresse in natural gas base rates. The settlement calls for an annual revenue increase af $18.2 million overall, or 3 percent, and wilt permit
continued recovery of costs through 2018 for Ouke Energy Ohio’s acceleraled main replacement program. The parties, however, did not agree on one aspect of
Duke Energy Ohio’s proposed rate design. That issue and the setllement agreemenl were presented to the PUCO in an avidenliary hearing on March 5.5, 2008,
for consideration and approval,

Energy Efficiency. On.July 11, 2007, the PUCO approved Duke Energy Ohio’s Demand Side Management Energy Efficisncy Program (DSM Program).
The DSM Program consists of ten residential and two commercial programs. implementation of the pregrams has begun. The programs were firs! proposed in
2006 and were endorsed by the Buke Energy Community Parinership, which is a collaborative group made up of representalives of organizations interested in
energy conservation, efficiency and assistance to low-income customers. Fhe programs caslts will be recovered through a cosl recovery mechanism that will be
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adjusted annually ta reflect the previcus year's aclivity. Duke Energy Ohio is permitied to recaver lost revenues, program costs and shared savings (once the
pragrams reach 65% of the targeted savings Ievel) through the cost recovery mechanism based upon impact stuties 1o be pravided 1o the Staft of the PUCO,

New Legisiation. On Seplember 25, 2007, at the request of the Governor of Ohio, the Dhio Senate inlroduced a bill (5B 221) that proposes a
comprehensive change io Ohio's 1999 elecliic energy industry restructuring legislation. If enacied, SB 221 wauld expand the PUCO’s authority aver generation
lo: implement the slale’s revised energy policy; regulate electric dislribulion utility prices for standard service; and permit the PUCO to implement rules for
advanced energy portfolio and energy efficiency standards, greenhouse gas emission repartivg requirements, and pilot project carbron sequeshation activities n
conjunction with other state agencies, Under SB 221, eleclric distriibution utifities have the abilily to apply for PUCO approval of one of two generalion pricing
aliernatives — a market option, or an Electric Security Plan (ESP) option. The market oplion is based upon a competitive bidding pracess. The ESP opiion will
allow for the recuvery of specified costs. The PUCD, however, would have authority to disallow the market option and compel the ESP option. SB 221, if
enzcted, wauld limit the abiliiy of a wlility Lo transfer its dedicaled generating assels to an EWG absent PUCO approval. SB 221 passed the Chio Senate on

October 31, 2007, and is currently pending before the Ohio House of Reprasentatives.

On February 71, 2008, new legislation (HB 487) that would establish annual alternative energy benchmarks for electric distribulion utilities and electric
service companies, and energy efliciency standards for electric distibution viilities, was also introduced in the Ohio House of Representatives. Under this
legislation, specified portions of the elaclricity supply of such ulilities and companies must be generaled from advanced energy or renswable energy rescurces,
inchuding specifically, solar resources. The legislation provides for the PUCC to annually review a wiity's or company's compliance and o imposa penalties for
non-compliance wilth the benchmarks. HB 487 afso establishes policies regarding the geologic storage of carbon dipxide and requires the reporting of
greenhouse gas emissions. HB 487 is currently pending in the Ohlo House of Representatives. At this time, Duke Energy Ohic is not able to estimate the impact
these legisialive inifiatives might have on its results of operations, cash flows, or financial pasiion.

Other. In Aprit 2005, the FPUCO issued an order opening a statewide investigation into riser ieaks in gas pipeline systems throughoul Ohio, The
investigation followed four explosions since 2000 caused by gas riser leaks, inciuding an April 2000 explosion in Duke Energy Ohio’s service area. in November
2006, the PUCO Staff released an expert report, which concluded that certain lypes of risers ste prone 1o leaks under various conditions, including
over-tightening during inilial installalion. Duke Energy Ohio has approximalely 87,000 of these risers on its distribution syster. If (he PUCO orders natural gas
companies 10 replace all of these risers, Duke Energy Dhio eslimates a replacerment cost of approximately $40 million. As part of Ihe rate case filed in July 2007
(see *Duke Enengy Ohio Gas Rate Case™ above), Duke Energy Ohio requested approval from the PUCO o accelerate its riser replacement program. The riser
replacement program is contained in the settlement reached with all iMerveners and will be completed at the end of 2012,

In December 20085, the PUCQ initiated an investigation into implementing certain provisions of the Energy Policy Act of 2005, inclsding whether to adopl a
statewide slandard for implementing smarl metering. After an investigation. the PUCQ issued a March 2007 order requiring all elecltric uiilities Lo offer tariffs lo
all customer classas which are differentialed, at a minimum, based on on-peak and off-peak wholesale price periods. The PUCO noted thal time-of-use meters
should be available for cusiomers subscrbing lo these tarifls. The order instructed PLUCO Staff to conduct work shop meetings to study the costs/benefits of
deploying sman metering. These workshop meslings are in progress. At this time, Duke Energy Ohio cannot predicl the outcome of this proceeding,

FERC Issues Flectric Reliability Standards. Consistent with reliability provisions of the Energy Policy Act of 2005, on July 20, 2006, FERC issued its Finat
Rule cenifying the North American Electric. Reliability Council (NERC) as the Electric Reliability Organization. NCRC has filed aver 100 proposed refiability
standards with FERC. On March 16, 2007, FERC issued a finat rule establishing mandatory, enforceable refiability standards for the nation's bulk power system.
Ins the final rule, FERC approved 83 of the 107 standards submitled by the NERC and compliance wilh these standards became mandatory on June 18, 2007,
FERC has since approved several additional standards. Compliance wilh the remaining standards is expected ta continue on a voluntary basis as good utility
practice. Duke Energy Ohie does not believe that the issuance of these slandards will have 2 malerizl impact on its results of operations, cash flows, or financial
posifion,

Midwest IS0 Resource Adequacy Filing On December 28, 2007, the Midwest IS0 filed its Electric Tariff Filing Regarding Resource Adequacy in
compliance with the FERC's request of Midwest ISO lo file Phase |} ol its long-term Resource Adequacy plan by December 2007 The proposal includes
eslablishment of a respurce adequacy requirement in the form of planning reserve margin. While the proposal has been filed for approval from the FERC, it
cumently lacks enfarcement and financial setilement mechanisms. Given that the proposal has not yet been approved by the FERC, it is diflicult fo estimate its
impact on Duke Energy Ohio, bul at this ime Duke Energy Ohio does nel believe the resource adequacy requirement will have a material impact on its results of
operalions, cash fiows, or financial pasition.

Commercial Power. Reporied results for Commercial Power are subject ta volatility due to the over- or under-collection of certain costs, including fuel and
purchased power, since Commercial Power is nol subject to regulatofy accounting pursuant to SFAS No., 71. In addition, Commercial Power could be impacied

by certain of the regulatory matiers discussed above, including the Duks Energy Ohio electric rate filings.

5. Joint Ownership of Generating and Transmission Facilities

Duke Erergy Qhio, Golumbus Southem Power Company (CSP), and Daylon Power & Light (DP&L) jointly own electric generating units and related
fransmission facilities in Ohio. Duke Enargy Ohio snd Wabash Valley Power Associalion, Inc jointly awn the Vemmillion generating station in Indiana.

As ol December 31, 2007, Duke Energy Ohio’s shares in jointiy-owned plant or faciliies were as follows:

Ownership Property, Plant, Accumulated Construction
Share and Equipment Depreciation Work in Progress
{in miliions}
Duke Energy Ohig
Preduction:
) $ $
Miami Fort Station {Units 7 and B}bJ 64.0 592 12
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W.C. Beckjord Station (Unit 6)(0}

JM. Stuart Stationfa)b)

Conesville Station (Unit 4)(aXb}

WM. Zimmer Station (b}

Kiben Station{a)(b}

Vermillion Station(t)

TransmissioniC}

(a} Stalion is not operated by Duke Energy Ohio.

(b} Ircluded in Commercial Power segment.

%

375

400

465

33.0

750

Varigus

(e) inciuded in Franchised Electric and Gas segment.

47

426

Bl

207

197

83

157

33

188

499

122

41

49

265

83

85

Duke Energy Ohio's share of revenues and operating costs of the above jointly owned generating factities are inchuded within the corresponding ine on Lhe
Statements of Operations. Each participant in the jointly owned facilities must provide its own financing.

|FERC FORM NO. 1 (ED. 12-88)

Page 123.13




Name of Respondent

Duke Energy Ohio, Inc.

This Report is:
(1) X An Original

(2) __ A Resubmission

Date of Report
(Mo, Da, YTr)
il

Year/Period of Report

2007/04

NOTES TO FINANCIAL STATEMENTS (Continued)

6. Income Taxes

Prior 1o the merger of Cinergy and Duke Energy an April 3, 2006, the taxable income of Duke Energy Ohio was reflected in Cinergy’s U.S. federal and stale
income tax returns. After the merger, the taxable income of Duke Energy Ohio is reflecied in Buke Energy's U.S. federal and state income tax retums. As a
result of Duke Energy’s merger with Cinergy, Duke Energy Ohio entered into a fax sharing agreement wilh Duke Energy. where the separate retum method is
used lo allocate tax expenses and benefits 10 the subsidiaries whose investments or results of operalions provide these lax expenses and benefits. The
accounting for income taxes essentially represents the income taxes that Duke Energy Ohio would incur if Duke Energy Ohia were a sepacale company fling its
own (ax return as a C-Corporation. The cureent tax sharing agreement Duke Energy Ohic has with Duke Energy is substantially the same as the fax sharing
agreement between Duke Energy Ohio and Cinergy prior to the merger, )

The following details the components of income tax expense from condinuing operations:

income Tax Expense from Gontinuing Operations

Cwrrent incore taxes
Federal
State

Total currerl intome

taxesta)

Deferred income laxes
Federal

State

Total deferred income faxes

Investment tax credil amortization

Telal income tax expense lrom

continuing operations R

Total income tax (benefit} expense

from discontinued operalions

Total income tax benefit from
cumulative effect of change in

accounting principle

Tatal income 1ax expense included in
Statements of Operstions

(a) Included in the “Tetal current income taxes” line above is 2 FIN 48 benefit of approximately $13 milkon.

Twelve Months Twelve Months
Ended Ended
December 31, 2007  December 31, 2006
{in mittions)
$ 109 $ 189
11 28
120 217
15 {95)
) (22)
14 {117)
(2} -
132 160
3 132 3 1a0
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Reconciliation of Income Tax Expense at the LS. Federal Statutory Tax Rate to the Actual Tax Expense from Continuing Operations (Statutory Rate

Reconciiation}

Income tax expense, computed at
the statutory rate of 35%

State income tax, net of

tederal income tax effect

Depreciation and other PP&E
retaled difierences

iTC amortization

Manufacturing Beduction
Exquity in Subs

Other items, net

Total income tax expense
from continuing

operations

Effective Tax Rates

Twelve Months Twehe Months
Ended Ernvied
December 31
Decomber 31, 2007 2006
{in miilions}
139
$ 95
T
3
9
8
2 2
{10} 2}
{11) {})
- {1}
132
$ 100
33.5% 36.7%

The manufacturing deduction was created by the American Job Creation Act of 2004 (the Act). The Act provides a deduction for income from qualified
domestic production activities. During the years ended December 3t, 2006 the Act provided for a 3% deduciion on qualified production activities. During the
year ended December 31, 2007, the deduction increased lo 6% on qualified production activities,

Net Deferred income Tax Liability Components

Deferred credits and other liabilities

Other

Tolal deferred income tax assets

As of Dacember 31,
2007 2006
(in millions)
94 -3 105
51 49
145 154
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Investments and other assels {59) {54)
Accelerated depreciation rates (1.155) (1.170)
Regulalory assels and deferred debits {197} (233)
Tolal deferred income lax liabitities (1,411} (1,457)
Tatal net deferred Income 1ax Jiabilities $ (4,266} 5 {1.303)
The above amounts have been classified in the Balance Sheets as follows:
Net Deferred Income Tax Eiabititias
As of Desember 31,
2007 2006
{in miflions}

Current deferred lax assets, included in other current assets 5 %]l s 20

Current deferred tax liabilittes, included in other cument kabilities (8) —_

Non-current deferred tax liabilities (1.284) {1,323)

Totat net deferted income tax fiabilitias $ (1,266)1 3 (1.303}

On January 1, 2007, Duke Energy Ohio adopled FIN 48. The following table shows the impacls of adoption of FIN 48 on Duke Energy Ohio's Balance

Sheets.

Assets
Goodwill

Llabllitles

Other Liabilities {non-current) (2}
Interest Accrued (current)
Deferred Income Taxes

Total

Common Stockholder's Equity
Retained Earnings — Cumulative Effect of Accounting Change

Increasef
{Decrease)
{in mililons}

(a) Includes liability for unrecognized tax benefits and accrued interest and penaities, including reserves against gain conlingencies. These gain

contingencies were not recorded priof to the adoption of FIN 44,
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Effective with the acoption of FIN 48 on January 1, 2007, Duke Energy Ohlo recognized approximately $8 million of accrued interest payable, which reflects

all inlerest related to income taxes, and no accrued penalties.
The following table details the changes in Duke Energy Ohio's unrecognized tax benefits from January 1, 2007 lo December 31, 2007,

increasef{Decrease)
{in millions)
Unrecognized Tax Benefils — January 1, 2007 $ 63
Unrecognized Tax Benefits Changes
Gross intreases — tax positions in pricr pericds . 3 8
Gross dacreases — tax positions in pricr periads {19}
Gross increases — current period tax positions -
Settlements {€)
Lapse of stalute of limitations —
Tolal Changes o - S
(16}
Unrecognized Tax Benefits — December 31, 2007 $ A7

At December 31, 2007, no portion of the total unrecognized tax benefils would, if recognized, affect the effective tax rate. Additionally, at December 31,
2007, Duke Energy Ohio has approximately $7 million of unrecognized tax benefits related to pre-merger (ax pagitions that, if recognized, would affer goodwill. It
is reasonably possible that Duke Energy Ohio will reflect an approximate $35 million reduction in unrecognized tax benefits within the next twelve monihs due 10
expected setllements.

thring the year ended December 31, 2007, Duke Enargy Ohio recognized net inlerest expense of approximately $2 milkion. Al December 31, 2007, Duke
Energy Ghio had approximately $7 million of interest payable, which reflecls all interest related to income taxes, and no accrued penaklies.

Duke Energy Ohio has the following lax years open:

Jurisdiction Tax Years
Federal 2000 and after
Siate Closed through 2001, with the exception of any adjustments related to open federal years

7. Asset Retirement Obligations

In June 2001, the FASE issued SFAS No. 143, which was adopted by Duke Energy Chio on January 1, 2003 SFAS No. 143 addresses financial
accounting and reporting for legal obligations associated with the retirement of tangible long-lived assets and the related asset retirement cosls. The standard
applies to legal obligations associated with the retirement of long-lived assets that resull from the acquisition, censtruction, devetopment and/or narmat use of
the assel SFAS No. 143 requires that the fair value of a Fabilty for an assel relirernent obligation be recoghized in the period in which it is incumred, if a
reasonable estimate of fair value can be made. The fair value of the liability is added 1o the carrying amount of the associated asset. Thas additionat camying
amount is then depreciated over the life of the asset. The liability increases due to the passage of ime based on Ihe time value of money until the obligation is
seftled. Subsequent to the initial recognition, the liability is adjusted for any revisions to ihe expected value of the ratirement obligation (with corresponding
adjustments o praperty, planl, and equipment), and for accretion of the hability due to the passage of time. Additional depreciation expense is recorded

prospectively for any increases 1o the carrying amount of the associated asset.

Assel retirement obligations at Duke Energy Ohio relate primanily to the retirement of gas mains, asbestos abatement al certain generaling stalions and
closure and post-closure activities of landflls. In accerdance with SFAS Mo. 143, Duke Energy Ohio identified certain assats that have an indelerminate life, and
thus the fair value of the retirement obligation is not reasonably estimable, These assets included transmission pipelines. A hability for these asset retirement

obligations will be recorded when a fair value is determinable.
The adaption of SFAS No. 143 had no impact on the income of the regulated eleciric and gas operations, as the effects were offset by the establishment of

regulatory assets and liabilities pursuant to SFAS No_ 71.

The pro forma effects of adopting FIN 47, including the impact on the balance sheel and nel income are not presented due to the immateriat impact.
The assel retirement obligation is adjusied each pericd for any liabilities incumed or settled during the periad, accretion expense and any revisions made to

the estimated cash flows.
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Reconciliation of Asset Retirement Obligation Liability (in millions)

Balance as of January 1, 2007 s 33
Acoretion expense 1
Liabilities setiled (&)

{9
Balance as of December 31, 2007 s 25
Balance as of Januvary 1, 2006 s 3%
Liabilities incurred due to new acquisitrons 4}
Accretion expense 2
Revizions in estimated cash flows @)
Balance as of December 31, 2006 s 33

{a) Liabilities setlled during 2007 were related to the retirament of gas mains.

Upon adaption of SFAS Ne. 143, Duke Energy Ohio's reguiated eleciric and requlated natural gas operations chassifies removal costs for property that
does not have an associated legal retirernent obligation as a regulatory liabiily, in accordance with regulatory treatment under SFAS No. 71. Duke Energy Ohio
does not 2cerue the estimaled cost of removal when no legal abligation associaled with refirement of removal exists for any non-regulated assets {including
Duke Energy Ohio’s generation assets). The total amaunt of removal costs included in Other Deferred Credits and Other Liabifities on the Balance Sheets was

$150 million and $131 million as of December 31, 2007 and 200G, respectively.

8. Risk Management and Hedging Activities, Credit Risk, and Financial Instruments

Duke Energy Chio is exposed to the impact of markel fluctuations in the prices of electricity, coal, ratural gas and other energy-refated producis markeled
and purchased as a resudt of its ownership of its non-regulated generation portiolio. Exposure 1o inlerest rate risk exisis as a result of the issuance of variable
and fixed rate debt. Duke Energy Ohio employs established policies and pracedures to manage its risks associated wilh these market flucluations using various

commodily and financial derivative instruments. including swaps, futures, forwards and oplions.

Duke Energy Ohio’s Dersivative Portfollo Carrying Value as of December 31, 2007

Maturity in Total
Maturity In~ Maturityin~ Maturity In 2071 and Carrying
Assati{l iability) 2008 2009 2010 Thereafter Value
{in millions}
Hedging 3 (1) s 9 $ - % — 3 (21)
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Undesignaled 5 2 _ _ 7
Tatal % 3 N 5 — % — § (14)

The amounts in the table sbove represent the combination of amounis presented as assets and (liabiliiies) for unrealized geins and Josses on

mark-to-marke! and hedging transactions on Duke Energy Ohic's Baiance Sheets.

Transfer of Certain Duke Energy Assets and Commodity Cash Flow Hedges. A5 part of the merger with Duke Energy on April 3, 2006, Buke Energy
OQhig acguired certain generalion assets from Duke Energy, representing approximately 3,600 MW of power generation and those assets were added to Duke
Energy Ohio’s non-regulated generation portfolio. All derivatives related 1o the Midwestem generslion fleet are included in Duke Energy Ohio’s Batance Sheels
at December 31, 2007 and 2006. Duke Energy Ohio alsc assumed approximately $83 million of pre-tax deferred losses ($39 rmillion, net of tax) associaled with
contracts lormerly designaled as cash flow hedges of forecasted power sales and gas purchases from Duke Energy’s Midwestern generation fieet. These
contracts were sold by Duke Energy in 2005 and the deferred losses remain on the Balance Sheet in AQCE uniil the rofaled hedged transaction$ (g2s purchases
and power sales) occur. (See Note 1 and Nale 2 for further details on the completed merger and Note 3 for details on the transfer of generation assets.) During
2007, Duke Energy Ohio entered into additional contracts to protect margins for ¢ pocion of future sales and generation revenues and fuel expenses for the
nen-regulated portfolio. Duke Energy Ohic is hedging exposures to Lhe price variability of these commaodities for a maximum period of 2 years.

As of December 31, 2007, $26 million of pre-tax deferred net lusses on derivative instruments refated i commodity cash flow hedges were accumulated on
the Balance Sheet in AQC), and are expecied 10 be reeognized m earnings during ihe nexd twelve monihs. However, due to the vofatility of the commuodities

markels, the corresponding value in ADCI will fikely change prior 1o its reclassification into camings.

Other Derivative Gonfracts. 7rading. Duke Energy Ohio has been exposed lo the impact of markel fluctuations in the prices of natucal gas, slectricity and
other energy-related products marketed and purchased as a resull of proprietary trading acliviies. In June 2006, Cinergy sold ils commercial markeling and
trading business, including certain of Duke Energy Ohin’s trading confracts, to Forlis. The resulls of this trading activity have been reflecied in (LosS) Income
from Discontinued Operations, net of tax in the Stalements of Operations, including prior periods. in Oclcber 2006, the sale transaction was completed and Duke
Energy Chio entered into a series of Tolal Return Swaps [TRS) with Fortls.

Undesignated. in addition, Duke Energy Uhio uses derivative contracts 10 mznage the market risk exposures that anise from commodity price risk
associated with its fulure produciion from its nen-regulated generation fieel. For those contracts serving as economic hadges lo manage price risk associeted
with the generation portfolio, Duke Energy Ohio is subject 10 eamings volalilty associated with mark-lo-markel gaing and losses from changes in the value of the

derivative contracts.

Normal Purchases and Normal $ales Exception. Duke Encrgy Ohio bas applied the normal purchases and normal sales scope exception. as provided in
SFAS Me. 133 and interpreted by Derivatives implementation Group Issue C15, “Scope Exceplions: Mormal Purchases and Noral Sales Exception for
Optian-Type Contracts and Forward Contracts in Electricity,” and amended by SFAS No. 149, "Amendment of Statemen! 133 on Derivative Instruments and
Hedging Activitiss,” to certain contracts involving the purchase and sale of electricity al fixed prices in future periods. These contracts, which relate primadily lo

the gdelivery of electrivity over the next 7 years, are nol included in the table above.

Interest Rate (Fair Value or Cash Flow) Hedges. Changes in interest rates expose Duke Energy Ohio to risk as a result of its issuance of vanable and
fixed rale debt. Duke Energy Ohio manages its inlerest rate exposure by limiting its variable-rate exposures to a percentage of total capilalization and by
monitoring the effects of market changes in interest rates. Duke Energy Ohio also enders into interest rale swaps ic manage and miligate interest rate risk

8XposuUre.
Duke Energy Ohio’s recognized interes! rale derivalive inaffectiveness was not materlal to ils results of operations, cash flows or financial position for the

year ended December 31, 2007, ning month period ended Daecember 31, 2006 and the predecessor three months ended March 31, 2006 and the twelve months
ended December 31, 2005. As of December 31, 2007, $2 million of pre-lax deferred net losses on derivative instruments related to interest rate cash flow
hedges were accumulated on the Balance Sheels in a separate component of Common stackholder's equity, in ACCI, and are expected to be recognized in
earnings during the next twelve months as the hedged transactions occur. However, due io the volalility of interest rates, the corresponding value in AGCH for

unsettled positions will likely change prior 10 its reclassification into aamings.
Credit Risk. Where exposed to credit risk, Duke Energy Ohio analyzes the counterparties’ linancial condifion prior to enlering into an agreement,

establishes credit limits and monitors the appropriateness of lhose limits on an ongoing basis.

Duke Energy Dhio’s industry has historically vperated under negotiated credit lines for physical delivery contracts. Duke Energy Ohio may use master
collateral agreements to miligate cerfain credit exposures. The collateral agreements provide for a counterparly o post cash or letters of credit to the exposed
party for exposure in excess of an established threshold. The threshold amount represents an unsecured credit limit, determined in accordance with the
corporate credit pelicy. Collateral agreements also provide thal the inability to pos| collaleral is sufficient cause to lerminate coniracts and liquidate all positions.

Duke Energy Ohio also obtains cash or lefters of credit friom customers 1o provide credit support outside of collateral agreemenis, where appropriate,

based on its financial analysis of the customer and the regulatary or conlractual terms and condilions applicabte ic each transaction.
Financial Instruments. The fair value of financlal instruments, excluding derivatives included elsewhere in this Note, is summarnzed in the following table.
Judgmenti is required in interpreting market data to develop the estimates of fair value. Accordingly, the estimates detenmined as of December 31, 2007 and

2008, are not necessarily indicative of the amounts Duke Enargy Ohio could have realized in coment markets.

Financial Instruments

As of December 31,
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Long-lerm debtla)

{s) Includes current matusities.

]

2007 2006
Book Approximate Book Approximate
Yaiug Ealr Valve Valug Eair Vaipe
{in millions}
1622 § 1606 § 1571 & 1,561

The fair value of cash and cash equivalents, accounts receivable, restricied funds fiald in trust, accounts payabfe and notes payabte are not materially

different from their carrying amounts because of the short-terny nature of these instruments andfor because the sialed rates approximate market rates.
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9, Goodwill and Intangibles

Duke Energy Ohio evaluates the impairment of goodwill under the guidance of SFAS No. 142. There wese no goodwill impaiment charges in 2007 or 2006
as a result of the annual impairment tests reguired by SFAS No. 142. As discussed further in Note 2, in April 2006, Duke Energy and Cirergy consummated

their merger, which resulted in Duke Energy Ohio racording gaodwili of approximately $2_3 bilion. Duke Energy Ohio had no goodwill prior 1o this date.

Intangible Assels

The carrying amount and accumulated amorlization of intangible assets as of Decemnber 31, 2007 and December 31, 2006 are as follows:

December 31,  December 31,

2007 2006
{im milliorss}

Emission allowances $358 $483
Gas, coal, and power contracts 279 271
Other 9 9

Total gross camrying amount 638 763
Accumulaled amortization-—gas, coal, and power contracls (89} (40)
Accumulated amortization—other (5} (3}

Total accumuiaied amortization (94) (43)
Total iMtangible assels, net 3544 $720

Carrying values of emission allowances sold or consumed were $147 miflion and $289 million as of December 31, 2007 and December 31, 2006,

respectively.

Amoriizalion expense for gas, coal and power coniracts and other intangible assets recorded for Duke Energy Ohio was $51 million and $44 miliion as of
December 31, 2007 and December 31, 2006, respectively.

[FERC FORM NO. 1 (ED. 12-88) Page 123.24




Name of Respondent This Report is: Date of Report |Year/Period of Report
{1) X An Original (Mo, Da, YT)
Duke Energy Ohio, Inc. (2) _LA Resubmission i 200704

NOTES TO FINANCIAL STATEMENTS {Continusd)

The table below shows the expecled ameorlization expense for the naxt five years for intangible assets as of December 31, 2007. The expecled amortization
expense includes estimates of emission allowances consumption and estimales of consumption of commaodities such as gas and coal under existing conltracts.
The amoriization amounts discussed below are estimates. Actual amounts may differ from these estimales due io such factors as changes in consumption

patterns, sales or impairments of emission allowances or other inlangible assels, addilional intangible acquisitions and other events,

2008 2008 2010 20M 2012
{in millions})
3 $
Expected amortization expense 32 38
- 17 3 72 $ 39

Intangible Liabilities

in connection with the Duke Energy and Cinergy merger, Duke Energy Ohio recorded an intangible liability amounting to approximately 3113 milion
associated with the MB55Q in Ohio that will be recognized in eamings through December 31, 2008. The carrying amount of this intangible liability was
approximately $67 million and $95 million at December 31, 2007 and 2006, respectively. The remaining $67 million wil be amortized to income in 2008. Duke
Energy Ohio also recordec¢ approximatety $56 million of intangible liabilities associated with other power sale contrects. The carrying amount of these intangible
liabifitles was approximately $22 million and $39 million at December 31, 2007 and 20086, respeciively. This balance will be amortized o income as follows:

approximalely 36 million in each of the years 2008 through 2010, and approximalely $4 milkion in 2011,

10. Related Party Transactions

Duke Energy Ohio engages in related party ransactions. These transactions are generally performed at cost and in accordance with the applicable state
and federal commission regulations. Balances due to ur due from related parties included in the Balance Sheels as of December 31, 2007 and December 31,

2006 are as lollows:

December 31, Dacamnber 31,
2007ia} Zoocial
{in millions)
$ 74 5 65
Accounts receivable
$ 234 3 83

Accounts Payable

(a} Balances exclude assels or liabllities associated with accrued pension and other postretirement benefits, Cinergy Receivables and money pool
arrangements as discussed below.

Duke Energy Ohic is allacated its proporifonate share of corporate governance and other costs by a consolidated affliate of Duke Energy. Duke Energy
Ohio is also allocated its proportionate share of other corporate govemance costs from a consolidated affiliate of Cinergy. Corporale govemanee and other

shared services costs are primarily alocations of corporaie costs, such as human resources, legal and accounting fees, as well as other third party costs.
The expenses assaciated with certain allocated corporate govemance and other service costs for Duke Energy Ohio, which are recorded in Operation,

Maintenance and Other within Operating Expenses on the Statements ol Operations were as follows:

Twelve Months Twelve Months
Ended Ended
December 31, 2007 Deacember 31, 2006
(in millions)
Corporate governance and
shared services expenses s 21 $ 397

Ses Nota 16 for delail on expense amounts allocated from Cinergy to Duke Energy Ohio related io Duke Energy Ohio’s participation in Cinergy’s qualified
and non-qualified defined benefit pension pfans and postretirement health care and insurance benefits. Additionally, Duke Energy Chio has been alocated
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accrued pension and other postretirement benefit obligations from Cinergy of approximately $243 milion at December 31, 2007 and approximately $355 million
al December 31, 2006. The above amounts have been classified in the Balance Sheets as follows:

December 31, December 31,
2007 2006
(in milllens}
Other current liabilities P 5 % 8
Accrued pension and other postretirernent benelil cosls 3 238 8§ 344
Other deferred credits and other liabilities $ 7 3 3

Additionally, certain trade receivables have been sold by Duke Energy Ohio to Cinergy Receivables, an unconsolidated entity formed by Cinergy. The
proceeds obtained from the sales of receivables are largely cash but do include & subordinated note from Cinergy Receivables for a porlion of the purchase
price. This subordinated note is classified by Duke Energy Ohio as Receivables in the Balance Sheets and was approximaiely $160 million and $113 million as

of December 31, 2007 and December 31, 20086, respectively.

During the secand quarter of 2007 Duke Energy Ohio received a $29 milkon capital contribution from its parent, Cinergy.

See Note 3 for a discussion of amounts paid to Duke Energy Ohio as a result of the agreement hetween Duke Energy and Duke Energy Ohic related to
Duke Energy's contribution of its ownership interests in five plants to Duke Energy Ohio. See Nole 16 for a discussion of dividends Duke Energy Ohio paid to its

parent, Cinergy.

Duke Energy Ohio padicipates in a money pool with Duke Energy and other Duke Energy subsidiaries. As of December 31, 2007 and December 31, 2006,
Duke Energy Ohio was in a payabie position of $161 millien and $231 million, respeclively, classified within Notes payable in the accompanying Balance Sheels.
The expenses pssociated with money pool activity for Duke Energy Ohio, which are recorded in Interest Expense on the Statemenis of Operalions for the twelve
manths ended December 31, 2007 and the twalve months ended December 31, 2006 were $10 million and $7 milion, respeclively. See Note 13 for further

discussion of the money pool arrangement.

11. Sales of Accounts Receivable

Acroirns Receivable Securitization. Duke Energy Ohio sells certain of its accounts receivable and related collections through Cinergy Receivables a
bankruptcy remote, special purpose entity. Cinergy Receivables is a wholly-owned non-consolidated limited liabilily company of Cinergy. As a result of the
securitization, Duke Energy Ohio sells, on a revolving basis, its retall accounts receivable, including estimated unbilled ravenues, and related collections, The

securitization transaction was structured to meel the crileria for sale treatment under SFAS No. 140.

The praceeds oblained from the sales of receivables are largely cash but do include a suberdinated note from Cinergy Receivables for a portion of the
purchase price {typically approximates 25 percent of ihe lotal proceeds}. The note, which amounts lo approximately $160 million and $113 million al December
31, 2007 and 2006, respectively, is subordinale to senior loans thal Cinergy Receivables obiain from commercial paper conduils controlied by unrelated financial
institutions which is he saurce of funding for the subordinated note. This subordinated nole is a retained interest {right to receive a specified portion of cash

flows from Ihe sold assets) under SFAS No. 140 and is classified wilhin Receivables in the accompanying Batance Sheets at December 31, 2007 and 2006.

The carrying values of the retained interesis are delermined by alfocating the camying value of lhe receivables between the assets sold and the interests
relzined based on relative fair vaiue. The key assumptions in esimating fair value are the anticipated credil losses, the selection of discount rates, and expecied
recaivables tumaover rata. Because {a) the receivables generally turmover in less than two months, {b) credit losses are reasonably prediclable due to Duke
Energy Ohia’s broad cuslomer base and lack of significant concentration, and (¢} the purchased beneficial interest is subordinate Lo all retained interesis and
thus would absord losses first, the allocated bases of the subordinated notes are not materially diffierent than their face value. Inleras? accrues 10 Duke Energy
Qhio on the retained interests using the accrelable yield method, which generally approximates the stated rate on the noles since the allocated basis and the
face value are nearly equivaleni. An impairmend charge is recordad against the camying value of both the retained interests and purchased beneficiat interest
whenever il is determined that an other-than-temparary impairment has occurred (which is unlikely unless credit losses on the receivables far sxceed the

anticipated level).
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The key assumplions used in estimating the fair value are as follows:

Years Ended
December 31,
2007 2006
Anticipaled credit loss rate 0.7% 06%
Discounl rate on expected cash flows 77% 7.4%
Receivables umover rate 12.5% 11.1%

The hypothetical effect on the fair value of the retained interests assuming both a 10% and a 20% unfavorable variation in credil losses or discound rales is

nal material due fo the short turnaver of receivables and historically low credit loss hislory.

Duke Energy Chic retains servicing responsibilities for its 10l as a coBection agent on the amounis due on the soid receivables. However, Cinergy
Receivables assumes the risk of collaction on the purchased recsivables without recourse to Duke Energy Ohio in the event of a loss. While na direct recourse
to Duke Energy Ohio exists, it risks loss in the evenl collections are nol sufficient to allow for full recovery of its retained interests. No servicing asset or liability is

recorded since the servicing fee paid to Duke Energy Ohio approximates a market rate.
The following table shews the gross and nel receivables sokd, relained interests, sales, and cash flows during the periods ending:

Tweive Months Twelve Months
Ended Ended
December 31, 2007 December 31, 2006

Receivables scld as of period end $ w738 318
Less: Retained interests 160 113
Wet receivables sold as of period end $ 213§ 205
Sales during period
Receivables sold s 2720 & 2,468
Loss recognized on sale 40 36

Cash flows during period

Cash proceeds from sold receivables(s)

$ 2633 % 2,467
Collection fees received 3 i
Return received on retained interests 29 18

{a) Cash flows from the sale of receivables are reflected within Operating Activilies on the Statemenis of Cash Flows.

12. Property, Plant and Equipment

Estimated
Useful December 31, December 31,
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f 2
[‘):Trs'ﬂes} 001 (in millions) e

Land — $ 09 § 108
Plamt—Requlaled

Efeclric generation, distribution and transmission(a) 2570 2111 2,005

Natural gas lransmission and distribution(2) 12 - 80 1,104 1,028

- . a

Gther buildings and improvemenis{3) 2% 100 110 105
Plant—Unregulated

Electric genaration, distribution and transmission g-100 3.813 3547
Equipment 5- 25 56 56
Constructicn in process _ 544 524
Othar 5- 20 171 166
Tota! praperty, planl and equipment _ 8.018 7.538

it b

Total accumulated depreciation—regulated(t} (1.014) (961)
Total accumulated depreciation—unregulated (455) (343)
Total net properly, plant and equipment $ 554§ 6.234

(a} Includes capitalized leases of approximately $84 million for 2007 and $56 miion for 2006.
(b) Includes accumulated amortization of capitatized leases; 38 million for 2007 and $7mitlion for 2006.

Capitalized interesl, which includes the interest expense component of AFUBC, amounted to $29 million for the year ended December 31, 2007, $16
million for the year ended December 31, 2006

13. Debt and Credit Facilities

Summary of Debt and Related Terms

Weighted-
Average
Rate Year Duo December 31, December 31,
2007 2006
(i mittions)
Unsecured debt 5.8% 2008-2033 § 1450 8 1,250
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Capital leases 5.1% 2008 - 2016 a4 40
Other debt(b) 4.5% 2011 - 2041 168 az
Mcney Pooi 5.4% 161 231
Unamorlized debt discounl and premium, net (40} (40)
Tolal debt 1,783 1,802
Current maturities of long-term debt (104} (104)
Short-term notes payable {151) (231)
Total fong-term debt $ 1,518 $ 1,467

{b} Includes $461 million and $321 million, respectively, of Duke Enetgy Dhio poftulion control bonds as of December 31, 2007 and 2006, respeciively. As of
December 31, 2007 and 2006, $84 million and $131 mitlion, respectively, was secured by first and refunding mortgage bonds and $12 million was secured

by a letter of credit.

Unsecured Debt. As of December 31, 2007 and 2006, approximately 396 million of ceriain polution conirol bonds, which are short-term obligations by
nature, were classified as Long-Term Debi on the Balance Shaets due to Duke Energy Chio’s intent and ability to ulilize such borrowings 2s fong-term financing.
Duke Energy's credit lacilities with non-cancelable ferms in excess of one year as of the balance sheet date gives Duke Energy Ohio the ability 1o refinance
these shorl-term obligations on a long-term basis.

In December 2007, Duke Energy Ohio issued 3140 million in tax-exempt floaling-rate bonds, The bonds are structured as insured auction rate securities,
subject 1o an suction process every 35 days and bear a final malurity of 2041. The bonds were issued through the Ohie Air Qualily Development Authority o

fund a porticn of the environmental capilal expenditures at the Conesville, Stuart and Killen Generation Stations in Ohic.

Money Pool. Duke Energy Ohio receives support for its short-term borrowing needs through its participation with Duke Energy and other Duke Energy
subsidiaries in a money podt arrangement, which affows Duke Energy Ohio to better manage its cash and working capital requirements. Under this amangemen,
those companies with short-term funds may provide sharl-term lpans io afiiliates participating under this arrangement. Prior to the merger, Duke Energy Ohio
participated in a similar money pool amangement with Cinergy and other Cinargy subsidiaries. As of December 31, 2007 and December 31, 2006, Duke Energy
Ohio was in a payable position of $161 million and $231 million, respectively, ciassified within Noles payable in the accompanying Balance Sheels. During the
year ended Uecember 31, 2007, the $70 million change in the money poot is reflecied as a cash oulflow in Notes payable to afiiliate, net within Ned cash {used
in) pravided by financing activilies on the Statements of Cash #lows. Duting the year ended December 31, 2006, the $52 million change in the money pool is

reflected as a cash inflow in Notes payable to affiliate, nel within Net cash (used in} provided by financing activilies on the Statements of Cash Flows.

Floating Rate Debl. Unsecured debl and other debt inckided approximately $461 million and $374 million of floating-rate debt as of December 31, 2007
and 20086, respectively. Floating-rate debt is primarily based an commercial paper rates or a spread relative to an index such as a Londan Interbank Offered
Rate (LIBOR) for debt denominated in U.S. dollars. As of December 31, 2007 and 2006, the weighled-average interest rate associaled with floaling-rate debt
was approximately 4.4 % and 4.2%, respectively.

As of December 31, 2007 and mid-March 2008, Duke Energy Ohio had approximatety $364 million of auction rate pollution controt bonds
outstanding. While these debt instruments are long-term in nature and cannot be put back to Duke Energy Ohio prior to maturity, the interest rates on these
instruments are designed to reset periodically through an auction process. Beginning in February 2008, Duke Energy Ohio experienced fatied auctions on a
portion of these debt instruments. When failed auttions occur on a series of this debt. Duke Energy Ohio is required to pay the maximum auction rale as
prescribed by the bond document. The maximurn auction rate for the auction rate debt is 1.75 times one-month LIBOR. Paymenl of the failed-auciion interest
rates will continue uritl Duke Energy Ohio is able to either successfully remarket these instruments through the auction process or refurdd and refinance the
existing debt through the issuance of an equivalent amount of tax exempt bonds. Duke Energy Ohie is currently pursuing a refunding and refinancing plan, which
is subject to approval by applicable siate or caunty financing authorities and utility regulators. However, even if Duke Energy Ohio is unable to successfully
refund and refinance these debt instruments, the impact of paying higher interesl rates on the outstanding auction rate debt is not expected to materially effect
Duke Energy Dhio’s overall financial position, results of operations or cash flows. The weighted-averaga interest rate, associated with Duke Energy Chio's

auction rate poliution control bonds, was 4.56% as of December 33, 2007 and 5.37% as of March 8, 2008.
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Maturities, Call Options and Acceleration Clauses.,

Annua! Maturities as of December 31, 2007

(in miltions)
2008 $ 105
2009 5
2010 4
2011 a
2012 504
Thereafter 1.600
Total lang-term debt {including current maturities) $ 1622

Duke Energy Ohic has the ability under certain debt faciliies lo cal! and repay the obligation prior 10 its scheduled maturity. Therefore, the actual timing of
future cash repaymenis could be materially different than the above as a resull of Duke Energy Ohio’s zbility lo repay these obligations priof 1o their scheduled

matunty.
Avallable Credit Facilities and Restrictive Debt Covenanls. in June 2007, Duke Energy closed on the syndication ef an amended and restated credit
facility, replacing the existing credit facilities totaiing $2.65 billion with a S-year, $2.65 billien master credit facility. Duke Energy Ohio has & bormowing sub imil of
$500 million under the master credit facility. Goncutrent with the syndication of the master credit facility, Duke Energy established a new $1.5 hillion commercial
paper program ai Duke Energy and leminated Cinergy's previously existing commercial paper prograrn.

In March 2008, Duke Energy increased its capacity under its master eredil facifity by $550 million. As a result of this increase, the bofrowing sub limit of
Duke Energy Chio increased by $250 million to $750 miltion. The issuance of commercial paper, letlers of credil and other borrowings reduces the amount

available under the credit facility.

Duke Energy's credit agreement contains various financial and other covenants, including, but not limited o, a covenant regarding the debt-to-total
capilalization ratic at Duke Energy and Duke Energy Chio to net exceed 65%. Duke Energy Ohio's dabt agreements also contain various financial and other
covenants. Failure to meet these covenants beyond applicable grace periods could result in accelerated due dates and/or termination of the agreements. As of
December 31, 2007, Duke Energy and Duke Energy Ohio were in compliance with those covenants. In addition, some credit agreements may allow for
acceleration of paymenls or termination of the agreements due to nonpayment, or ke acceleration of other significant indebtedness of the borrower or some of
its subsidiaries. None of the debt or credil agreements contain material adverse change clauses.

Other Assets Pledged as Collateral, As of December 31, 2007, substaniially all of Franchised Electric and Gas’ electric plants in service are mortgaged

under the indenture relating to Duke Energy Ohio.
Other Matters. In October 2007, Duke Energy filed a reglslrallon slatement (Form S-3) with the SEC. Under this Form 5-3, which is uncapped, Duke
Energy and cerlain subsidiaries, including Duke Energy Ohio, may issue debt in the future at amounts, prices and with terms to be delermined at the time of

futwe offerings.

14. Common and Preferred Stock

Common Stock. Cinergy owns all of the commaon stock of Duke Energy Ohio, In April 2006, Duke Energy acquired 100 percent of Cinergy’s cutstanding
stock for 1.56 shares of Duke Energy common slock per oulslanding share of Cinergy common stack. This conversion rasulied in the issuance of approximately

313 million shares of Duke Energy common stock. See Mote 2 for additional information.

In April 2006, Duke Energy Chio filed a petition with the FERC for a declaralory ruling that its payment of dividends out of its pald-in capilal account, using
the balance transferred from the retained eamings account, resulting from purchase accounting arising from the Duke Energy/Cinergy merger, would not violate
section 305(a} of the Federat Power Act, which generally preciudes the payment of dividends out of paid-n capilal. Such a ruling was necessary because
purchase/push-down accounting reset retained eamings to zero as of Aprif 3, 2006, thus polentially precluding Duke Energy Ohic from using pre-merger
retained eamings lo pay dividends. Without this approval, Duke Energy Chio's ability 1o pay dividends would have been constrained to eamings since April 3,
2006. In May 2008, \he FERC issued an order approving Duke Energy Ohio's petition.

During the year ended December 31, 2007, the three monlths ended March 31, 2006, and the year ended December 31, 2005, Duke Energy Ohio paid
dividends to #ts parent, Cinergy, of $135 miflion $102 million and $250 million, respectively.

Preferred Stock. in March 2008, Duke Energy Ohio redeemed sit nutstanding shares of its $16.98 milon nolional amount 4% Cumulative Preferred Stock
and its $3.5 million notional amount 4.75% Cumulative Preferred Stock at a price of $108 per share and 3101 per shave, respeclively, pkis accrued and unpaid
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dividends.

15. Commitments and Contingencies

. General Insurance

Effeclive with the date of the merger between Duke Energy and Cinergy, Duke Energy Ohio carries, sither direclly or through Duke Energy's caplive
insurance company, Bison Insurance Company Limited, insurance and reinsuranca caverages consistent with companies angaged in similar commerciat
operations with similar lype preperties. Duke Energy Ohio's insurance coverage includes (1) cammercial general public liability insurance for liabilities arising to
third parties for bodily injury and praperty damage resulting from Duke Energy Ohin's operations; {2) workers’ compensation liabllity coverage to required
statutory iimils; (3) autamobile hiability insurance for all owned, non-owned and hired vehicles covering liabilities to third parties for bodily injury and property
damage; {4) insurance policies in support of the indemnification provisions of Duke Energy Ohio’s by-laws and (5) praperty insurance coverng the replacement
value of all real and personal property damage, excluding electric Uansmission and distribution lines, including damages arising from boier and machinery
breakdowns, earthquake. flood damage and extra expense. All coverages are subject to certain deductibles, terms and condilions common for eompanies with

similar types of operations.
Duke Energy Ohio also mainlains excess liability insurance coverage above the esiablished primary limits for commercial general liability and automobile

liabifity msurance. Limits, terms, conditions and deductibles are comparable to those earrieg by other companies with similar types of operations.
The cost of Duke Enetgy Ohio’s general insurance coverages continued to flucluate over the past year reflecting the changlng conditions of the insurance

markels.

Environmental
Duke Energy Ohio is subject 1o federal, state and tocal regulations regarding air and water qualily, hazardous and solid waste disposal and other

environmental matiers. These reguiations can be changed fram time fo time, impesing new obligations on Duke Energy Ohio.

Remediation activities. Duke Energy Ohio and ils affiliztes are responsible for environmenial remediation al varicus contaminated sites. These inchude
some properties that are part of ongoing Duke Energy Ohio operations, sites formerty owned ¢r used by Duke Energy Ohio entities, and siles owned by third
parlies. Remediation typically invelves management of contaminated soits and may involve groundwater remediation. Managed in conjunclion with relevant
federal, slate and local agencies, aclivities vary with site conditions and locations, remedial requirements, complexity and sharing of responsibility. H remediation
activities invoive statulory joint and several ligbility provisions, strict liability, or cost recovery or contribution actions. Duke Energy Ohio or ils affiliales could
potentially be held tesponsible for comtamination caused by other parties. In some instances, Duke Energy Ohio may share Kability associated with
conamination wilh other patentialty responsible parties, and may 2iso benefit from inswrance policies or contractual indemnities that cover soms or afl cleanup
costs. All of these sites generally are managed in the normal course of business or sffiliate operations. DBuke Energy Ohlo believes thet completion or resolution
of these malters will have no material adverse effect on its results of operations, cash flows or inancial pasition.

Clean Water Act 316{b). The U.S. Environmental Prolection Agency (EPA) finalized ifs copling waler intake struchures nule in July 2004. The ruls
eslablished aquatic protection requirements for existing facifities that withdraw 50 million gallons or more of water per day from rivers, streams, lakes, reservoirs,
esluarigs, cceans, of other U.S. waters for caoling purposes. Three of six coal-fired generaling facilities in which Duke Energy Ohio Is either a whole or partial
owner are affecied saurces under thal rule. On January 25, 2007, the U.8. Courl of Appeals for the Second Circult issued its opinion in Riverkeeper, Inc. v. EPA,
Nos. 04-6692-ag(L} el. zl. (2d Cir. 2007) remanding most aspects of EPA's rule back 1o he agency. The court eflectively disallowed those portions of the rule
most favorable 1o industry, and the decision creates a greal deal of uncertainty regarding future reguirements and their timing. Duke Energy Ohio is still unable
to estimaie costs lo comply wilh the EPA’s rule, although it Is expected thal costs vill increase as a result of the court’s decision. The magnitude of any such

increase cannot be estimated at this time.

Clean Air Mercury Rule (CAMR) end Clean Air Interstate Rule {CAIR). The EPA finalized #s CAMR and CAIR in May 2005. The CAMR was to have limiled
total annual mercury emigsions from coai-fired power plants across the United States through a two-phased cap-and-trade program beginning n 2010, The CAIR
limits total annual and summertime nitrogen oxides (NO,) emissions and annual sulfur dioxide {S02) emissions from efectric ganerating facilities across the

Eastern United Slales through a two-phased cap-and-rade program. Phase 1 begins in 2009 for NOy and in 2610 for 802. Phase 2 begins in 2015 for bath NO,;

and 503.

Duke Energy Ohio currently estimates that it will spend approximately $150 million between 2008 and 2012 to comply with Phase 1 of CAIR al plants that
Ouke Energy Ohio owns or partially owns bul does not operate. Duke Energy Ohio currently estimates that it will not incur any significant costs for complying
with Phase 2 of CAIR. Duke Energy Ohio receives partial recovery of depreciation and financing costs related lo environmenial compliance projects for
2005-2008 through its RSF {see Nole 5).

On February §, 2008 the U.S. Court of Appeals for the District of Columbia issued its opinion in New Jersey v. EPA, No. 05-1097 vacating the CAMR. The
decision creates uncertainty regarding future mercury emission reduciion requirements and their iming. Barring reversal of the decision if appeated, there will be
a delay in the implemeniation of federal mercury requirements for existing coalfired power piants while EPA conducts a new nilemaking. Duke Energy Ohio s
unable 1o estimate the costs {o comply with 2 new EPA rule, atihough it is expected thal cosis will increase as a result of the coal's decision. The magnitude of

any such ircrease cannol be estimated at this time,

Manuiactwed Gas Plant (MGP} Sites. Duke Energy Ohio has performed site assessments on cerlain of its sites where MGP activities ars believed lo bave
occurred al some point in the past and have found no imminen risk to the environment. At this time, Duke Enargy Ohio cannot predict whether invesligation
andior remediation will be requived in the fulure at any of these siles.

Coal Combustion Product {CCP) Management. Duke Energy Ohio curmently estimates That it will spend approximately $50 million over the pariod
2008-2012 to install synthetic caps and liners at exdsting and new CCP landfills and to convert CCP handting systems from wat lo dry systerns.

Extendad Environmental Activities and Acoruals. Inckided in Cther Deferred Credits and Other Liabitities on the Balance Sheels were total accruals relaled
to extended environmental-refated activities of approximately $6 million for each year ending December 31, 2007 and 2006, respeclively. These accruals
represent Duke Energy Ohio’s provisions for costs associated with remedialion activities at some of its current and former siles, aa well as other relevant
enviranmental cortingent liabilities. Duke Energy Ohio believes thal compietion or resolution of these matters will have no material impact on s results of
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operations, cash flows or financial position.

Litigation
New Source Review (NSR}. In 1999-2000, the 1.8, Justice Depariment, acling on behall of lhe EPA_ filed a number of complaints and notices of violatio

against mulliple ulilities across the country for alfeged violations of the NSR provisions of ihve Clean Air Act {CAA). Generally, the government alleges that
projects performed at various coal-fired units were major modifications, as defined in the CAA, and that the ulilities viclated the CAA when they untertock those
projects without oblaining permits and installing the best available emission controts for S07, NQy and particulate matter. The complgints seek injunctive relief 1o
require installation of pollution contral technology on variaus allegedly violating generating units and, unspecified civil penalties in smounts of up to $27 500 per
day for each violation. Two of Duke Energy Ohio's planis have been subject to these aflegations. Duke Energy Chio azserts thal there were no CAA violalions
because the applicable regulalions do not require permitting in cases where the projecls underiaken are “routing” or otherwise do not result in a nel increase in

emissions.
i November 1999, the United States brought a lawsuit in the United States Federal Disteict Court for the Southern District of Indiana against Duke Energy

Ohio alleging various violations of the CAA at Duke Energy Chio's W.C. Beckjord and Miami Fort Staticns The lawsult alleges that Duke Energy Ohio violated
the CAA by nol oblaining Prevention of Significant Deterioration, Non-Attainment NSR and Ohio's State iImplementation Plan (SIP) permits for 8 projects
undertaken at those plants. Additionally, be suil claims thal Duke Energy Ohio viclated an Administrative Consenl Order entesed into in 1898 belween the EPA
and Cinergy relating to alleged violations of Ohio's SIP provisions goveming particulale matier al Unit 1 at Duke Energy Ohio's W.C. Beckjord Station. Three
northeast states and two environmental groups have intervaned in the case. In June 2007, the trial court ruled, as a matier of iaw that 6 of the 8 projects
urdertaken al ihe Duke Energy Ohio plants do not qualify for the “routine” exception in the regulations. The court ruled further that the defendants had “fair
notice™ of EPA’s interpretation of the applicable regulations. The defendants fled molions for reconsideralion; which wese demed. A jury trial has been setio

commence on May 5, 2008,
In March 2000, the United Siales alse filed suit in the United States Digtrict Courl for the Southem District of Ohio an amended complaint in a separale

lawsuit alieging violations of the CAA regarding various generaling stafions, including a generaling station operated by CSP and joinlly-owned by CSP, DP&L,
and Duke Energy Ohic. This suit is being defended by CSP (the CSP case). A trial on Bability issues was conducled in July 2005. On Qctober 9, 2007, CSP
amounced a settlement of its case. The seitlement inchudes commitments by CSP to construct environmental equipment or ofhenwise to reduce emissions at
cerlain plants and the payment of penaliies and money to various environmental projects. Duke Energy Ohio does not expect the setilement to have a material
impact on its results of operations, cash flows, or financial pasition.

In addition, Duke Energy Ohio has been informed by DPEL that in June 2000, the EPA issved 3 Notice of ViolaBon (NOV) 1o DPSL for alleged viotations of
CAA requiremenis al a station operated by DP&L and jointly-owned by DP&L, C5P, and Duke Energy Ohio. The NOV indicaled the EPA may issue an order
requiring compliance with the requirements of the Ohio S1P, or bring a civil action seeking injunctive ralief and civil penaliies of up to $27,500 per day for each
violation. In September 2004, Marilyn Walt and the Sierra Club brought a lawsuit against Duke Energy Ohio, DP&L and CSP for alleged violations of the CAA at
this same generaling station. On December 14, 2007, the Court ordered a slay of the ktigation for sixly days pending settlement neguatiations among the parties.
A trial has been set lo commence in August 2008,

Gther than the CSP case, il is not possibde to predict with certainty whether Duke Energy Ohio will incur any liability or to estimate the damages, if any, that
Duke Energy Ohio might incur in connection with these maiters. Ullimate resclulion of these mailers, even in settlement, couid have a material adverse elfact on
Duke Energy Chio's results of operations, cash flows or financial position. However, Duke Energy Ohio will pursue appropriate reguiatory treatment for any costs
incurred in connection with such resolution.

Section 126 Patilions. In March 2004, the state of Nonh Caroliea filed a petition under Section 126 of the CAA in which it alleges thal sources in 13 upwind
states, ingluding Qhio, significantly contribute to North Carolina’s non-attainment with cerlain ambient air quality standards. in August 2005, the EPA issued a
proposed response to the pelition. The EPA proposed to deny the ozone portion of the petition based upon a lack of contribution fo air quality by the named
states. The EPA also proposed to deny the particulale matier porlion of he pelition based upon the CAIR Federal implementation Plan (FIP), that would address
the air quality concerns from neighboring stetes. On April 28, 2006, the EPA denied North Caralina’s petition based upon the final CAIR FIP described above.

Norih Carolina has filed a legat chalienge 1o the EPA’s denial.
Carbon Dioxide (COp} Litigation. in July 2004, the states of Connecticut, New York, Cafffornia, lowa, New Jersey, Rhode Island, Vermonl, Wisconsin, and

the Cily of New York brought a lawsuit in the United States District Courl for the Southern District of New York against Cinergy, American Slectric Power
Company, Inc., Amenican Eleciric Power Service Gorporation, The Southem Company, Tennessee Valiey Autharity, and Xcel Energy Inc. A similar lawsuit was
filed in the Unhed States District Court for the Southemn Disirict of New York against the same sompanies by Open Space Institute, Inc., Open Space
Conservancy, Inc., and The Audubon Society of New Hampshire. These lawsuoits allege that the defendants’ emissions of G0z from the combustion of fossil
{uels at electric generaling facililies contribute 1o global warming and amount to a public nuisance. The complaints also allege that the defendants could
generate the same amount of electricily while emitting significantly less GO5. The plaintiffs are seeking an injunclion requiring each defendant to cap its GOz
smissions and then reduce them by a specified percentage each year for at least a decade. In September 2005, the District Court granted the defendants’
molion to dismiss the tawsuit. The plaintifis have appesled this rufing to the Second Circuit Court of Appeals. Cral argument was held before 1he Second Circuit
Ceurt of Appeals an June 7, 2006. It is nol possible to predict with certainty whether Duke Enesgy Ohio will incur any liability or o estimate the damages, if any,

that Duke Energy Ohic might incur in connection with this matter.

Zirmmier Generating Slation (Zimmer Station) Lawsuit. In November 2004, a cilizen of the Village of Moscow, Ohio, the town adjacent to Duke Energy
Chia's Zimmer Station, brought a purporied cfass aclion in the United States District Court fur the Southern Districl of Ohic seeking monetary damages and
injunclive selief against Duke Energy Ohio for alleged violations of the GAA, the Ohio SIP, and Chio laws against nuisance and common kaw nuisance. The
Maintiifs have filed a number of agditional notices of intent to sue and two lawsuits raising claims similar lo those in the origingl claim. One lawsull was dismissed
on procedural grounds, and the remaining two have been consolidaied. On December 28, 2006, tha Dislrict Court certified this case as a class aclion. Discovery
in the case continues. At this time, Duke Energy Ohio cannot predicl whether the outcome of this matter will have a material impact on its Rnancial position, cash

flows or resuits of operations. Duke Energy Ohio infends fo defend this fawsuit vigorously in court.

Ontario, Canada Lawsuil. Duke Energy Ohio understands that a class action lawsuil was filed in Superior Counlin Ontario, Ganada on July 3, 2005 against
Duke Energy Ohio and approximatety 20 other uliity and power generalion companies alleging various daims relating to environmental emissions from
coal-fired power generalion facilities in Lhe United States and Canada and damages of approximately 350 billion, with continuing damages in the amount of
approximately $4 billion annually. Duke Energy Ohio understands that the lswsult alsa claims entiiement o punitive and exemplary damages in the amount of
$1 billion. Duke Energy Ohio had nol yet been served in this lawsuit by the deadline of July 3, 2007. However, if served, Duke Energy Ohic intends to defend
this lawsull vigorously in court. At this time, Duke Energy Ohio is not able lo predict whether resolution of this malter would have a matesiat effect on its financial
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position, cash flows or resulls of operations.

Hurmicane Katrina Lawsuit. In April 2006, Cinergy was named in the third amended complaint of 2 purported class aclion lawsuit filed in the United States
District Couwrt for the Southern District of Mississippi. Priniffs claim that Cinergy, along with numersus other uiilities, oit companies, coal companies and
chemical comparies, are liable lor damages relating to losses suffered by viclims of Hurricane Katrina. Plaintiffs claim that defendants’ greenhouse gas
emissians contributed to lhe frequency and intensily of storms such as Hsticane Kalrina. in October 2006, Cinergy was served with this fawsuit. On August 30,
2007, the court dismissed the case. The plainiiffs have filed |heir nolice of appeal lo the Fifth Circuit Court of Appeals. Briefing is ongeing in the Fifth Gircuit. lLis
not possible to predict with certainty whether Duke Energy Ohio will incur any fiabifity or to estimate the damages, if any, that Duke Energy Ohio might incur in
conneclion with this matier.

Ohig Anfitrust Lawsuil. In January, 2008, four plaintiffs, including individual, industrial and non-profit cusiomers, filed a lawsuit against Buke Energy Ohio in
federal court in the Southern District of Cthio. Plaintiffs allege that Duke Energy Ohic {then The Gincinnali Gas & Eiectric Company {CGSE)), conspired &
provide inequitable and unfair price advantages for centain large business consumers by entering inlo non-public oplion agreements with such consumers in
exchange for their withdrawal of challenges to Duke Energy Dhio's (then CG&E's) pending RSP, which was impiemented in early 2005, Duke Energy Ohio
strongly denies the allegations made in 1he lawsuit and inlends 10 defand itself vigorously. I is not possible lo predict with cerlainty whether Duke Enargy Ohio

will incur any liability or lo estimate the damages, if any, that Duke Energy Ohio might incur in connection with this matter.

Ashestos-relsted Injurias and Damages Claims. Duks Energy Ohio has been named as a defendant or co-defendant in lawsuits relaled to ashestos atita
electric generating slations. The impact on Duke Energy Ohio's resulls of operations, cash flows, or financial position of these cases ko date has not been
material. Based on eslimates under varying assumptions, conceming unceftainties, such as, amang others: (i) the number of contractors potentially exposed to
asbestos during construction or maintenance of Duke Energy Ohio's generating planis; (ii) the possible incidence of various iinesses among exposed workers,
and {iii} the potential settlemtent costs without federal or other legisiation that addresses asbestos tort actions, Duke Energy Ohio estimates that the range of
reasonably possible exposure in existing and future suits over the foresecable future is not material. This estimated range of exposure may change as additional

selllements ocour and claims are made and more case law is established.
Other Litigation and Legal Proceadings. Duke Energy Ohio and its subsidiaries are involved in other legal, lax and regulatory proceedings arising in the
ordinary course of business. some of which involve substantial amounts. Duke Energy Ohio believes that the final disposition of these proceedings wilt not have

a materiat adverse effect on ils results of operations, cash flows or financial position.
Duke Energy Ohic has exposure to certain legal matiars that are described herein. As of December 31, 2007 and 2006, Duke Energy Ohio has reconded

immalerial reserves for these proceedings and eximsures. Duke Energy Obia expenses legal costs retated 1o the defense of loss conlingencies as incumed,

Other Commitments and Contingencies
Ofthar. Duke Energy Ohic eners into various fixed-price, non-cancelabie commiiments lo purchase or seli power (lolling arrangements or power purchase

contracts) thal may of may not be recoghized on the Balance Sheeis.

Operating and Capital L aase Comnitments

Duke Energy Ohio leases assets in several areas of its operations. Rental expense for operating isases were $27 million for the year ended December 37,
2007 and $23 million for the year ended December 31, 2006, which is included in Operation, Mainlenance and Other on the Statements of Operations.
Capilalized (ease obligations are classified as debt on the Balance Sheels [see Nole 13). Amortization of assets recorded under capital leases was included in
Depreciation and Amortization on the Statements of Operations. The foliowing s 2 summary of future minimum iease payments under operaling leases, which at

inception had a noncancefable term of more than one year, and capital leases as of December 31, 2007:

Operaling Capltad
Leases bhgages
(in millions}
5
2008 "
5 6
2009 . 9
7
2010 8
)
2011 [H]
5
2012 4
5
Thereafter 27
' 15
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Total future minimum lease paymenls 5 a4

16. Employee Benefit Obligations
Cinergy Retirement Plans. Duke Energy Ohio participates in quakified and non-qualified defined benefit pension plans as well a3 other post-retirement

benefil plans sponsored by Cinergy. Cinergy allocates pension and other posl-retirement obligations and costs related to these plans to Duke Ensrgy Ohlo.
Upon consummation of the merger with Duke Energy, Cinergy’s benedil plen abligations were remeasured. Cinergy updated the assumptions used to
determine their accrued benefit obligations and prospective net periodic benefitfpost-retirement costs to be allecated to Duke Energy Ohia. As a result, the
discount rate used to determine net periodic benefit cost lo be allocated lo Duke Energy Ohio by Cinargy changed from 5.50% to 6.00% in 2006.
Cinergy adopted the funded status recognition and disclosure provisions of SFAS No. 158 effeclive December 31, 2006. Ginergy adapled the change in
measurement date transition requirements of SFAS No. 158 effective January 1, 2007 by remeasuring plan assels and benefil obligalions as of thal date.

Previously, Cinergy used a Seplember 30 measuremenl date for ils defined benefit and other post-retirement plans,

Qualified Pension Plans

Cinergy's qualified defined benefit pension plans cover substantially alf United States employees meeting certain minimurn age and service requirements.
The plans cover most U.S. employees using a cash batance formula. Under a cash batance formula, a plan parlicipanl accumulates a relirement benefit
consisting of pay credits that are based upon & percentage (which varies with age and years of service} of current eligibfe eamings and cusrent interest credits.
Ceriain legacy Cinergy U.S. employees are covered under plans that use a final average samings formula. Under a final average eamings formuia, a plan
participant accumulates a retirement benefit aqual to a percentage of their highest 3-year average eamings, plus a percentage of the their highest 3-year
average eamings in excess of covered compensation per year of parlicipation (maximum of 35 years), plus a percentage of their highest 3-year average
earnings times years of participation in excess of 35 years.

Funding far the qualified defined benefit pension plans is based on actuarially determined conltributions, the maximum of which is generalty the amount
deductible for tax purposes and the minimum being that required by the Employee Retirernent Income Security Act of 1974, as amended. The pension plang’

assets consist of invesiments in equily and debt securities.

Actuarial gains and losses are amorlized over the average remaining service period of the active employees. The average remaining service period of the
active employees cavered by the retirement plan is 11 years. Cinergy determings the markel-related value of plan assets using @ calculated value thai
recognizes changes in fair value of the plan assets over five years.

Duke Energy Ohio's qualified pension plan pre-tax net periedic pension benefit costs as allocated by Cinergy were as follows:

Twelva Months Twelve Months
Ended Ended
December 31, Decamber 31,
2007 2006
{in mitlions)
$
Qualified Pension Benefits(2) 24
H 13

{a) Excludes approximately $6 million for the twelve months ended December 31, 2007 and approximately $7 million for the nine menths ended December 31,
2006 of regulatory asset amortization resulling fram purchase accounting.
The fair value of Cinergy’s plan assels was approximately $1,701 million as of December 31, 2007 and approximately $1,302 million as of September 30,
2006. The projecied benefil obligation for the plans was approximately $1,941 mitlion as of December 31, 2007 and approximalely $1,976 million as of
September 30, 2006. The accumulated benefit obligatian lor the plans was approximately 31,753 miflion as of December 31, 2007 and approximately $1,688

miliion at September 30, 2006. The accrued pension liability as allocaled by Cinergy to Duke Energy Ohia and recognized in Accrued pension and other
puastretirement benefit costs within the Balance Sheels at December 31; 2007 and 2006 was approximately $108 million and approximately $222 miflion,
respeclively.

Duke Enetgy made qualified pension benefit contributions of approximalely $350 million, $124 million and $102 million lo the legacy Cinergy qualified
pension benefit plans, of which approximately $74 million and$19 miliion represents conltributions made by Duke Energy Ohio for the year ended December 31,

2007 and the yeer ended December 31, 2006, raspectively.
Qualified Pension Plans—Amounts Recognized In Accumidated Other Comprehensive Income {Loss) and Regulatory Assets Consist of:

As of December 31,

2007 2006
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{in mitlions)
Regulatory assets $ — $ 12
(27)
Regulatory liabilities _
Accumulated clher comprehensive income
$ 5
Deferred ncome tax assel $ )
2
Prior service cost - ) —
(14)
Net actuarial (gain} loss 4
. , 3 (7}
Net amaowint recegnized—accumuiated other comprehensive
income (loss) § 2
An immalerial amaount in AOCI will be recognized in net periodic pensian costs in 2008.
Assumptions Used for Cinergy’s Pension Benefits Accotinting
2007 2006
{percentagas)
Bensfit Obligations
Discounl rate 6.00 575
larv i
Salary increase 5.00 5.00
Net Perieditc Benefit Cost
Discount rate 575 5.50-8.00
Salary increase 5.00 500
Expected long-term rate of return or plan assels 8.5C 8.50

Non-Qualified Pension Plans
In addilion, Cinergy also msintains, and Duke Energy Chio participates in, non-qualified, non-contributory defined benefit retirement plans {plans that de

not meet the crteria for certain tax benefils) thal cover officers, certain other key employees, and non-employee directors. Actuarial gains and losses are
amarlized over the average remaining service period of the aclive employees. The average remaining service period of active employees covered by the
non-gualified retirement plans is 11 years. There are no plan assets. The prajecled benefil obligation for the plans was approximately $105 mitlion as of
December 31, 2007 and approximately $114 million as of September 30, 2006. The accumulated benefit obligation for the plans was approximately $102 million
as of December 31, 2007 and appmoximately $108 million at September 30, 2006. The accrued pension liabilily as allocated by Cinergy to Duke Energy Ohio and
recognized in Accrued pension and other postrelirement benefit costs within the Balance Sheels at December 31, 2007 and 2006 was approximately $5 million
and §6 million, respeclively, and as recognized in Other Current Liabilities within the Balance Sheel al December 31, 2007 and 2006 wag approximately $2

million,
Duke Energy Ohio's non-qualified pension plan pre-tax net periodic pension benefit custs as allovated by Cinergy were as follows:
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Twelve Months Twelve Months
Ended Ended
December 31, December 31,
2007 2006
Non-Qualified Pension s s 1

Non-Qualified Plans—Assumptions Used for Cinergy’s Pension Benefits Accounting

2007 2006
{percentages)

Benefit Obligations
Diseaunt rate 5.00 5.75
Salary increase

5.00 5.00
Net Periodic Benefit Cost
Discount rate 575 5.50-6.00
Salary ingrease 500 500

Other Fost-Retirement Bepefit Plang

Duke Energy Ohio pariicipates in ciher postretirement benefit plans sponsared by Cinergy. Cinergy provides certain health care and lfe insurance benafits
te retired Uniled States employees and their eligible dependents on a contributory and non-contributory basis. These benefits are subject to minimum age and
service requirermenls. The heallh care benefils include medical coverage, denlal coverage, and prescriplion drug coverage and are subject to centain imitations,
such a5 deductibles and co-payments. These benefit costs are accrued over an employee’s active service period tn the date of full benefits eligibility. The net
unrecognized transition obligation is amortized over approximately 20 years. Actuarial gains and losses are amartized over the average remaining service period
of the active employees. The average remaining service period of the active employees covered by the pian is 12 years. Duke Energy Chio's Other

Post-Retirement Plan pre-lax Net Periodic Benefit costs as atlocated by Cinergy were as follows:

Twelve Months Twelve Months

Ended Ended
December 31, December 31,
2007 2006
i a
Other Postretirement(3) N 0 s s

(a} Excludes approximately $4 million for the twelve manths ended December 31, 2007 and approximately $1 million for the twelve months ended December
31, 2008 of regulatory asset amortization resulting from purchase accounting.

The fair value of Cinergy's other post-retirement benefit plans assets was approximaltely $32 milfion as of December 31, 2007 and zero as of
September 30, 2006. The accumutated other postretirement benefit obligation for the plans was approximately $464 mitlion as of December 31, 2007 and 5487
milfior as of September 30, 2006. The acorued other pest-retirement liability as alecated by Cinergy to Duke Energy Ohip and recagnized in Accrued pension
and other postretirement benefil costs within the Balanca Shesets at December 31, 2007 and 2006 was $123 miltion and $716 million, respectively and as
recognized in Other Current Liabifities within the Balance Sheet at December 31, 2007 and 2006 was $2 miliion and $6 million, respectively.

Duke Energy made other poslretirement plan contributions during 2007 of approximately $32 million to the legacy Cinergy other postretirement plans, of

which approximalely $8 miilion represents contribution made by Duke Energy Ghio.

Duke Energy Chio recognized regulatary assets and AQCI related to its other posi-retikement benefit plans of approximately $2 miltion 2nd $1 million as of
December 31, 2007, respectively, and $1 million and zero, as of December 31, 2008, respectively, within the Balance Sheels.

An immalerial amount in AQCH will be recognized in net periodic other postretirament benefit costs in 2008.
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Assumptions Used in Cinergy’s Other Postretirement Benefits Accounting

Benefit Obligations
Discount rate

Net Periodic Benefit Cost
Discount rate

Expected long-term rate of return on plan assats

2007 2006
{percentages)
6.00 575

5.75 5.50-6.00

5.53-8.50 NA
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Assumed Health Care Cost Trend Rates

Medicare Trend Rate Prescription Drug Trend Rate

2007 2006 2007 2006

Health care cosl trend rate assumed for next year B.50% 1250
8.00% % 13.00%

Rale to which the cost trend is assumed to decline (the 4.75%

ulimate trend rate) 5.00% 4.75%
Year that the ratle reaches the ultimate trend rate 20113 2022
2013 2022

17. Subsequent Events

For information related fo subsequent events related to regulstory matters, debt and credil facifities, and commitments and contingencies, see Motes 4, 13
and 15, respectivehy.
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Name of Respondent
Duke Energy Ohic, inc.

STATEMENTS OF ACCUMULATED

This Report Is: Date of Report Year/Period of Report

{1] ﬁ?\n Onginal (MO, Da, YT) 2007104
- End of

(2) DA Resubmission Iy ———

COMPREHENSIVE INCOME, COMPREHENSIVE INGOME, AND HEDGING ACTIVIIES

2. Report in columps (f} and (g) the amounts of other categories of other cash flow hedges.

1. Report in columns (b),(c}.{d) and {e) the amounts of accumulated other comprehensive income items, on a net-of-tax basis, where appropriate.

3. For each category of hedges that have been accounted for as "fair value hedges”, report the accounts affected and the related amounts in a footnote.

Line Iterm Unrealized Galns and | Minimum Pension Foreign Currency Other
No. Losses on Available- Liability adjusktmnent Hedges Adjusiments
for-Gale Securities {net amount)
(@) m) {c (d) (&)
1] Batance of Account 214 at Beginping of
Preceding Year (32,840,803}
2| Preceding Qitr/Yr to Date Redlassifications
from Accl 218 1y Net Income
3} Preceding Quarter/Year to Date Changes in
Fair Value L AusESenn
4} Total {lines 2 and 3) 30,385,802
5| Balance of Account 219 at End of
Preceding Quarter/Year { 2455001
8| Balance of Account 219 af Beginning of
Current Year { 2455001}
7| Cusrent Qir/Yr to Dale Reclassifications
frorm Acct 219 to Net Income
8} Current Quarter/Year to Date Changes in
Fair Value 9,418,805
9] Total {lines 7 and B) 9,418,605
10| Balance of Account 219 at End of Current
Quarter/Year 6,963,804

FERC FORM NQ. 1 (NEW 06-02}
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HName of Respondent This Rﬁorl Is: Date of Report Year/Period of Reporl
Duke Energy Ohio, Inc. :g :"R‘z:g;‘::mon “}“;' Da, ¥1) Endof  2007/04
STATEMENTS OF ACCUMULATED COMPREHENSIVE INCOME, COMPREHENSIVE INCOME, AND HEDGING ACTIVITIES
Other Cash Flow Other Cash Flow Totaks for each Net Income (Camied Total
fLine Hedges Hedges category of items Forward from Comprehensive
No. Interest Rate Swaps [Specify] recorded in Page 117, Line 78) income
Acoount 219
" (g) {h) 7 (i) 0
1 ( 1,882,709) ( 12,383,042) (  47,206,554)
z 6,858,506 599,656 7,488,252
3} { anee9nzy| ~_ViTRRIEE 1,080,076 )
4 {  34,200,516) 12,383,042 8,568,328
5 {  36,183,225) ( 38.638.225)
6 ( 36,183,225) ( 38,638,226) i
7
8 35,149, 415 (30,783,787} 13,784,433
g 35,148,415 (30,783,787} 13,764,433 | 263543563  277.327.99 |
10| - - { rpssgn) (30,783,787 { 24853793 I '

FERC FORM NO. 1 {NEW 06-02)
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Name of Respondent

Duke Energy Ohto, Inc.

This Report is:
(1) X An Original

(2) A Resubmission

Date of Report
(Mo, Da, ¥r)
!

Year/Pericd of Report

2007/04

FOOTNOTE DATA

Schedule Page: 122(a)(b) Line No.: 3 Column

This amount includes purchase accountlng adlustments of $31, 986 900,

Schedule Page: 122(a)(b) Line No.:3 Column:

f

This amount includes purchase accounting adjustments of 51,.

sSchedule Page: 122{3)(@) LineNo.: 3 _Column:g
This amount includes purchase accounting adjustments “of $17,140,287.

Schedule Page: 122(a)(b) Line No.: 10 Column: F

378,176,

Duke Energy Chio, Inc. has an outstanding interest rate swap agreement “that decreased the
percentage of floating-rate debt. Under the provisions of the swap, which has a notional

amount of $100 million, Duke Energy Ohio,

Tnc. pays a fixed-rate and received a

floating-rate through Octeober 2007. This swap qualifies as a cash flow hedge under the
provisions of Statement 133. <Changes in fair value of this swap are recorded in
Accumulated Other Comprehensive Income, beginning with our adoption of Statement 133 on

January 1, 2001,

LFERC FORM NO. 1 {ED. 12-87)
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SUMMARY OF UTILITY PLANT AND ACCUM

Name of Respondent il:ir;is R{ﬁm N Dale of R‘?p’ort Year/Penod of Report
: An Onginal {Mo, Da, ¥r

] End of 2007104

Duke Energy Ohio, Inc 2 A Resubmission I —_

TED PROVISIONS

FOR DEPRECIATION. AMORTIZATION AND DEPLETION

column (F} common function.

Report in Column (c) the amount for elechic function, in column (d) the amount for gas function, in column (e), (f). and (g) report other (specify} and in

Tolal Company for the

Line Classification Electric
No. Current Year/Quarter Ended
(2) ~(b)
1 {Utility Plant
2]In Sexvice GTaline i CalEs
3| Plant in Service (Classified) " 7,612,835,631)] 6,416,745,027
4| Property Under Capital L eases 64,183,645 23,447,447
5 |Plant Purchased or Soid
€] Completed Construction not Classified 794,015,934 678,575,914
7| Experimentat Plant Unclassified
B8] Total (3 thru 7) B,471,035,210 7.118,468,388
BiLeased to Others
10 [ Heid for Future Use 4,754,482 4,754,482
11| Construction Work in Progress 543,990,746 524,142,510
12 | Acquisition Adjustments 290,076,927 263,911,168,
13| Total Utility Plant {8 thru $2) 9,309,857,365 7,941,276,548|
14 { Accum Prov for Depr, Amort, & Dept 2,933.111,018 2,508,758.429
15 [Net Utility Plant (13 less 14) 6,376,746,347 5.431,518,119
16 Detail of Accum Prov for Depr, Amort & Depl R S -
17|In Service:
18| Depreciation 2,760,430,637 2,426,330,758)

18JAmort & Depl of Producing Nat Gas Land/Land Right

201 Amaort of Underground Sterage Land/Land Rights

21| Amort of Other Utility Plant

-

.
1

" 43,324,597]

22{Tolal In Sefvice {18 thru 21)

23|Leased to Others

24| Depreciation

2,469,655 355

25| Amortization and Depletion

26 Total Leased to Others (29 & 25}

27|Held for Future Use

134,526

33| Totat Accum Prov (equals 14) (22 26,30.31,32)

28 | Depreciation "134,526]

28§ Amortization

30| Total Held for Future Use (28 & 20) 134,526 134,526

31| Abandonment of Leases {Natural Gas)

32 {Amort of Plant Acquisition Adj 39,846,306 39,968,543
2,933,111,018 2,509.758,429]

FERC FORM NO. 1 (ED. 12-89)
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Name of Respondent
Thuke Energy Ohio, Inc.

This R i5:
(1 An Oniginat
2) A Resubmission

Date of Report
(Mo, Da, Yr)

i

Year/Pericd of Report
End of 200?’04

SUMMARY OF UTILITY PLANT AND ACCUMULATED PROVISIONS
FOR DEPRECIATION. AMORTIZATION AND DEPLETION

315,881,374

7,285,909

Gas Other (Specily) Other (Specify) Other (Specify) Common tine
@ © 0 @ (h) -
1
2
980,891,898 215198706] 3
35,095,373 4940825, 4
5
110,388,121 5051809 &
-
1,127,375,392 2251914300 8
9
10
3,654,032 16,194,204 11
-3.834.241 12
1,131,029,424 237,551,393 13
323,167.283 100,185,308] 14
807,862,141 137,366,087 15
16
17
18,2185050 18

323,167,283

28

29

30

31
22288 32|

323,167,283 100,185,308 323

FERC FORM NO. 1{ED. 12-89)
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Name of Respondent
Duke Energy Chio, Inc.

This Report is: Date of Report
1) ﬁ?\n Oxiginal {Mo, Da, W
{2) DA Resubmission i

Year/Period of Report
End of 2007/G4d

ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 106}

1. Report below the original cost of electric plant in service acconding to the prescribed accounts,

2. In addition to Account 101, Electric Plant in Service (Classified), this page and the next include Account 102, Electric Plant Purchased or Sold;
Account 103, Experimental Electric Piant Unclassified; and Account 1068, Completed Canstruction Not Classified-Electric.
3. lnclude in column (c) or (d}, as appropriate, corrections of additions ard retirements for the current or preceding year.
4. For revisions to the amount of initial assel retirement costs capitalized, included by primary plant account, increases in column (c) additions and
reductions in column (&) adjustments.
5. Enclose in parentheses credit adjustments of plant accounts o indicate the negative effect of such accounts.
6. Classify Account 106 according to prescribed accounts, on an estimated basis if necessary, and include the entries in column {c}. Also o be induded
in catumn {c) are enlries for reversals of tentative distributions of prior year reposted in cotumn (b). Likewise, if the respondent has a significant amount
of plant relirements which have not been classified to primary accounts at the end of the year, include in column (d) a tentative distribution of such
relirements, on an estimated basis, with appropriate contra enlry o the account for accumulated depreciation provision. Inchsde also in column (d)

Line
No.

Account

{a)

1. INTANGIBLE PLANT

{301} Organization

_Balance
Beginning of Year

Addifions

{302) Franchises and Consenls

{303) Miscellaneous Intangible Plan

55,885,108

3,718,840

TOTAL Intangibie Plant (Enter Total of lines 2, 3, and 4}

2. PRODUCTION PLANT

A. Steam Production Plant

{310) Land and Land Rights

55,885,108

17,818,057,

3,718,840

-40,710

AR IR RS B N L

{311) Structures and Improvements

447,156,847

1,483,814

-
[=

{312) Boiler Plant Equipment

1,530.365.074

262,060,010

11

{313) Engines and Engine-Driven Generators

12

{314} Turbegenerator Units

447,721,827

25,487,275

13

{315) Accessory Elecinic Equipment

244,770,764

350.297

14

{316} Misc. Power Plant Equipment

60,897,072

1,633.084

15

(317} Asset Retirement Costs for Steam Production

2,115,115

16

TOTAL Steam Production Plant (Enter Total of lines 8 thru 15)

17

B. Nudlear Production Plant

18

{320) Land and Land Rights

2.750.944.756]

__297.973.770

19

(321) Structures and Improvements

20

{322) Reactor Plant Equipment

21

{323} Turbogenerator Unils

22

{324} Accessory Electric Equipment

23

(325} Misc. Power Plant Equipment

24

(326) Asset Retirement Costs for Nuclear Production

25

TOTAL Nuclear Protuction Plant (Enter Totaf of lines 18 thru 24)

26

C. Hydraulic Production Plant

27

{330) Land and Land Rights

28

{331) Structures and improvemaenls

28

{332) Resarvoirs, Dams, and Waterways

30

{333) Waltar Wheds, Turbines, and Generators

31

(334) Accessory Electric Fquipment

32

(335) Misc. Power PLant Equipment

33

(336) Roads, Railroads, and Bridges

34

(337) Asset Relirement Costs for Hydraulic Production

a5

TOTAL Hydraulic Production Plant (Enter Total of lines 27 theu 34)

36

D. Other Production Plant

37

{340} Land and Land Rights

8,701,469

38

{341} Structures and Improvements

139,952,707

53,995

30

{342} Fuel Holders, Products, and Accessories

30,858,321

-37,536

(343} Prime Movers

270,777,797

7.852

41

(344) Generators

1,154,676,533

4,653,155

42

{345) Accessory Electric Equipment

91,594,672

43

{346) Misc. Power Plant Equipment

69,419,132

1,663,264

a4

(347) Assel Relirement Costs for Other Production

45

TOTAL Cther Prod. Plant (Enter Total of lines 37 thru 44)

1,765,980,631

6,240,757

46

TOTAL Prod. Plant {Enter Total of iines 16, 25, 35, and 45}

4.516,925,387

304,214,527

FERC FORM NO. 1 (REV. 12-05) Page



Name of Respondent This Report Is: Date of Report YearPeriod of Report
Duke Energy Ohio, In. 2 DAnRe:zI?mission Y il Endof 200701
ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 108} {Continusd)
distributions of these tentative classifications in columns {c} and {d), including the reversals of the prior years tentative account distributions of these
amounts. Careful cbservance of the above instructions and the texts of Accounts 101 and 106 will aveid serious omissions of the reported amount of
respondent's plant actually in service at end of year. )
7. Show in column (f) reclassifications or transfers within utility plant accounts. include also in column {f) the additions or reductions of primary account
classifications arising from distribulion of amounts iniially recorded in Account 102, include in column (e) the amounis with respect o accumulated
provision for deprediation. acquisition adjustments, etc., and show in column {f} onfy the offset to the debits or credits distributed o columa {f) to primary
account classifications,
8. For Accourt 3989, state the nature and use of ptanl included in this account and if substantial in amotnt submit 2 supplementary statement showing
subaccount classification of such plant conforming o the requirement of these pages.
9. For each amount comprising the reported batance and changes in Account 102, state the property purchased of sold, name of vendor or purchase,
and date of transaclion. If proposed joumat entries have been filed with the Commission as required by the Uniform System of Accounds, give alsa dale
Relirements Adjustments Transfers Ralance al Line
End of Year No.
d e (
1
2
3
1,200,350 58,313,588 4
1,290,350 58,313,598 5
6
7
17.877.347 8
2,167,465 598,422 447,071,618 9
22994265 1,762,878 1.773,193,697 10
11
6,001,773 22,236 467,229,565 12
3,657,377 241,463,684 13
1,388,800 367,182 61,507,538 14
2,115,115 15
2,750,718 3,015,458,564 16
Em. et 7
18
19
20
21
22
23
24
25
26
27
28
29
30
H
32
33
34
35
36
8,701,468 37
140,006,702 38
30,820,785 39
270,785,679 40
3,765,099, -433,844 1,155,130,745 41
2,285 -49.914 91,543,473 42
-2,070.819 68,911,574 43
44
3,767,384 -2.593.577 1,765,900.427 45
390,978,064 197,141 4,781,258,991 46

FERC FORM NO. 1 {REV. 12-05)
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Name of Respandent “{‘W@n i'g ] Eﬁt’e gf R$pon Year/Peried of Repont
Duks Energy Ohio. Inc. =2§ A’;te's‘i";i' on ( 1o D 0 Endol __ 2007404
ELECTRIC PLANT IN SERVICE {Account 101, 102, 103 and 106) {Continued)
ine Account _Balance
No. Beginning of Year
E)) b

47 {3. TRANSMISSION PLANT s
481{350} Land and Land Rights 26,615,515 ¥
49[(352) Structures and Improvemenis 0,181,292 -330,648]
50 |{353) Station Equipment 366,182 566 10,662,954}
51 |{354) Towers and Fixlures 37.668,148] 1,222,081
52 {(355) Poles and Fixtures 59,142 446] 2,862,020}
53 {(356) Overhead Conduclors and Devices 89,756,895 4,600,092
54 }(357) Underground Conduit 4,619,441
55 | (358) Underground Conduclors and Devices 4,578,279
56 1{359) Roads ang Trails
57 }{359.1) Assel Retiremend Costs for Transmission Plant
58 | TOTAL Transmission Plant (Enter Total of fines 48 thru 57) 597,844.582] 20,130,769,
59 |4. DISTRIBUTION PLANT R C
60 {260) Land and Land Rights 33,436,696 529,313
61 [{361) Strnuctures and Improvements 5,685,667 69,789
62 [(362) Station Equipment 221,581,159 12,787,846
63 }(363) Storage Battery Equipment
84 ]{364) Poles, Towers, and Fixiures 234,335,671 52,358,213
65 1{365) Overhead Conductors and Devices 274,676,372 12,787 1864
66 |{366) Underground Conduit 93,529,586 2,085,123
67 |{367) Underground Condaclors and Devices 216,953,843 4,409,178
68 |(3€8) Line Transformers 303,335,040 15,702,509
69 |(369) Services 49,140,677 1,596,432
70 [(370) Meters 75,271,136 3,316,732
711(371) Instaliations on Cusiomer Premises 4,352
72 |(372) Leased Property on Customer Premises 102,503
73 ]{373) Strest Lighting and Signal Systems 29,735,213 160,662
74 [{374) Asset Retirement Costs for Distribution Plant
75 | TOTAL Distribution Plant (Enter Total of lines 60 thru 74) 1,537,088,714 185,802,813
76 |5. REGIONAL TRANSMISSION AND MARKET OPERATION PLANT
77 [{380} Land and Land Rights
78 1(381} Structures and Improvements
79 {(382) Computer Hardware
80 |{383) Computer Software
81 |{384) Communication Equipmert
82 |(385) Miscellanecus Regional Transmissicn and Market Operation Plant
B3 [(386} Asset Retirement Cosis for Regional Transmisston and Market Oper
84 JTOTAL Transmission and Market Operation Plant {Total lines 77 theu 83)
83 [6. GENERAL PLANT '
86 | (389) Land and Land Rights 951,856
87 |(390) Structures and Improvements 15,652,866] 35,030
88 [{391) Office Fumiture and Equipment 971,082 80.497|
88 [(382) Transpariation Equipment 4,011,810 126,661
90 |(303) Stores Equipment 38,449|
91 |{394) Tools, Shop and Garage Eguipment 7.922 316 1,180,598,
92 |(385) Laboratory Equipment 929,682
23 }(396) Power Operaled Equipment 1,088,311
94 | (397) Communicalion Equipment 2,372,203 481.133
95 |{398) Misceltaneous Equipment 160,407 -80.497
96 | SUBTOTAL (Enter Total of lines 86 thru 95} 34,000,002 1,823,422
97 [{399) Other Tangible Properly
98 j(398.1) Assei Retirement Costs for General Planl
99 | TOTAL General Piant (Enter Total of lines 96, 97 and 98) 34,009,002 1823422

100 | TOTAL (Accounts 101 and 106) 5,742,842,883 435,680,471

101 |(102) Eilecliic Plant Purchased (See Instr_8)

102 ltLess) (102) Electric Plant Sold {See nsir. 8)

103 (103} Experimental Plant Unclassified

104 JTOTAL Eleciric Plant in Service (Enter Total of lines 100 thru 103) 6,742,842 883 435,690,471
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Name of Respondent (T1r;|s ?gﬁﬂ ’Sn sl Eﬁge 3‘5 R%ort Year/Period of Report
Duke Energy Ohio. Inc. @ A Resubmission Y Endof __2007KH
ELECTRIC PLANT IN SERVICE [Accuunt 101, 102, 103 and 106) gCUntinuedl
Retiremenls Adjustments Transters EBnﬂa?c\? e:l Line
d) (e) d No.
a7
26,729,785 48
8.850.644 48
1.692.873 100,588 375,253,245 50
39,000,229 il
872.378 48,914 62,181,002 52
741,176 93,615,811 53
4,619,441 54
4,578,279 55
56
57
3,306 427 149,512 614,918,436 58
i
33,966,009 60
6,773 5,948,693 61
986,755 -45.260 233,336,990 82
63
2,158,763 284,535,121 64
4,000,304 283.463,254 65
85,872 2,329 95,531,165 66
1.571.060 219,791,961 67
4.032.300 -121,343 314,884,607 68
1,101,173 49,635,936 69
1,279,211 77,308,657 70
199 4,153 74
102,503 72
428,112 29.467.683 73
74
15,650,531 -164,274 1.627,876,822 75
76
7
78

BIKIRBIS 2R |2[2|2|R[R[RBIR[2IB]|I

951,856
15,687,896
48,402 1,003,187
4,138,471
38,449
100,782 9,002,132
170,132 758,560
1,088,311
341,487 3,194,913
5,695 74,215
363,460 341,487 35,800,541
97
9B
363,460 341,487 35,900,541 99
60,588,832 523,866, 7,118,488,388 100
1
102
163
60,588,832 523,.866| 7,118,468,388 104
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Date of Report YearPerod of Report

Mame of Respondent ;l;l‘;is Rlilpgr'l\ls:_ ] Date of Repx
Original 3
~ + Da, 2007104
Duke Energy Ohio, Inc. @ [JA Resubmission I End of
ELECTRIC PLANT HELD FOR FUTURE USE (Account 105)

1. Report separately each propery held for future use a2t end of the year having an original cost of $250,000 or more. Group other items of property held
for fulure use.

2. For property having an originat cost of $250,000 or morfe previously used in utility operalions, now held for future use, give in column {a), in addifion lo
other required information, the date that utility use of such property was discontinued, and the date the criginal cost was transferred to Account 105.

Line Desaripion and Location Date Originally IndudedfDate B o be used “Balance at
No. Of Proreﬁy in This Account n ﬂlll)y Service End of Year
@ N O SRR SN ) S S—— —

Land and Rights:

1,959,275

East Bend Station G3/82

12174 272173

Woudsdale Station 01106 2,012,780

1
2
3
4
51 J. M. Stuart Station
6
7
8
9 167,776

Other projects

21] Other Property:

23] 1. M. Stuart Station - Production 12/74 91,232

25| East Bend Station - Production 01/06 251,236

o] 10 -

FERC FORM NO. 1 (ED. 12-96) Page 214




Name of Respondent ;I:Bis R Arrlu gn ino) (Dngte [l;{a R‘e’p)orl Year/Perad of Report
. N3 6, Ua, ¥r End of 2007104
Duke Energy Ohio, ino. ) A Resubmission 1Y, o
CONSTRUCTION WORK IN PROGRESS - - ELECTRIC {Account 107)

Account 107 of the Uniform System of Accounts)

1. Report below descriplions and balances at end of year of projects in process of construction (107)
2. Show items relaling to “research, development, and demonstralion” projects last, under a caption Research, Development, and Demonstrating (see

3. Minor projects (5% of the Balance End of the Year for Account 107 or $100,000, whichever is less) may be grouped.

Line Description of Project Construction work in progress -
No Electric (Account 107)
) {a) (b
1 { SOFTWARE - MARKET RISK VERSION 5 1,113,749
2 | KILLEN STATION UNIT 1 - PRECIPITATOR PLATES AND WIRES 1,123,666
3 | BRECON YARD - NEW PARKING LOT, LINEMAN TRUCK CANOPIES, STORM WATER PIPING 1,171,370
4 | CONESVILLE STATION UNIT 4 - SO3 MITIGATION 1,268,007
5 O'BANNONVILLE SUBSTATION - INSTALL 138-34/5 KV TRANSFORMER & ASSOC, EQUIP, 1,323.646
6 | HILLCREST SUBSTATION - INSTALL 138-34/5 KV TRANSFORMER & ASSOC. EQUIP. 1,496,452
7 | 4. M. STUART STATION UNITS 1-4 - WATERWALL PANELS 2007 1,526,078
8 | W. H. ZIMMER STATION - SELECT WASTEWATER POND ALTERNATIVE AND PREPARE CONSTR 1,550,128
9] J. M. STUART STATION UNIT 2 - LOW PRESSURE ROTORS 2007 1,574,488
10 1 J. M. STUART STATION UNITS 1-4 - LOW NOX BURNERS 1.807.918
11 | KILLEN STATION UNIT 1 - S0O3 MITIGATION - SBS INJECTION 1,813,903
12 | J. M. STUART STATION UNITS 1-4 - GENERATOR STATOR REWIND 1,898,706
13 | CONESVILLE STATION UNIT 4 - BALANCED DRAFT 2,144,867
14 | MIAMI FORT STATION UNIT 7 - REPLACE MAIN GSU TRANSFORMER 2.238.186
15 | KILLEN STATION UNIT 1 - 2007 MISCELLANEQUS & UNFORSEEN 2,425,290
16 | J. M. STUART STATION UNITS 1-4 - PENDANT REHEATERS 2578216
17 | CONESVILLE STATION UNIT 4 - WASTEWATER TREATMENT 2,581,616
18 { MIAMI FORT STATION UNIT 7 - REPLACE INTER. REHEAT PENDANT 2,769,731
19 | CONESVILLE STATION UNIT 4 - REPLACE ECONOMIZER 2,989,850
20 | MIAMI FORT STATION UNIT 7 - REPLACE BURNERS 3,721,516
21 [ PIERCE SUBSTATION - INSTALL 345/ 138 KV 400 MVA TRANSFORMER 3,949,236
22 | SOFTWARE - EMS MIGRATION CGE 4,214, 420
23 | HILLCREST SUBSTATION TO EASTWOOD SUBSTATION 138 KV LINE PROJECT 4,355,501
24 | HILLCREST SUBSTATION - INSTALL NEW 345/ 138 KV SUBSTATION 8,437,961
25 | J. M. STUART STATION UNITS 1-4 - GENERAL PLANT ITEMS - 2007 11,974,042
26 | J. M. STUART STATION UNITS 1-4 - BALANCED DRAFT CONVERSION ENGINEERING 14,884,180
27 | CONESVILLE STATION UNIT 4 - SCR PHASE 2B 18,919,226
28 | CONESVILLE STATION UNIT 4 - FGD 52,721,512
29 | KLLEN STATION UNIT 1 - FGD SCRUBBERS 77,390,127
30 | J. M. STUART STATION UNITS 1-4 -FGD 218,344,345
3
32 | PROJECTS UNDER $1,000,000 70,029,497
33
34
35
36
37
38
39
40
41
42
43 ] TOTAL 524,142,510

FERC FORM NO. 1 {ED, 12-87}

Page 216



Name of Respondant R‘;s Reportls: I ?ﬁle of R X Year/Period of Report
. An Original o, Da, Yr End of 2007104
Duke Energy Ohic, inc. 2) A Resubmission [ —

ACCUMULATED PROVISION FOR DEPREGIATION GF ELECTRIC UTILITY PLANT (Account 108}
1. Explain in a fooinote any important adjustments during year.
2. Explain in a footnote any difference between the amount for book cost of plant retired, Line 11, column (¢}, and that reported for
electric plant in service, pages 204-207, column 9¢), excluding retirements of non-depreciable property.
3. The provisions of Account 108 in the Uniferm System of accounts raquire that retiremants of depreciable plant be recorded when
such planl is removed from service, If the respondent has a significant amount of plant retired at year end which has not been recorded
and/or classified to the various reserve functional classifications, make preliminary closing eniries lo tenfatively functionalize the book
cost of the plant retired. In addition, include all costs included in retirement work in progress al year end in the appropriate funclional

classifications.
4. Show separately interest credits under a sinking fund or similar method of depreciation accounting.

Section A. Balances and Changes During Year

i1 El Tant Elechic Pla Held E
e on PREEN e " o e oo Ty EE Ot
- {a) (b) {c) (d) (e}
1§ Balance Beginning of Year 2,316,122 ,210) 134,524

2,316,256,735

Depreciation Provisions for Year, Charged to

171,435,879

2
31 (403) Depreciation Expense

4] (403.1) Depreciation Expense for Asset 94,042
Retirement Costs
i (413) Exp. of Elec. PI. Leas. to Others
6] Transportation Expenses-Clearing 17,825
7| Other Clearing Accounts
8| Other Accounis (Specify, details in footnote):
9
10] TOTAL Deprec. Prov for Year (Enter Total of 171,947,746 171,547,746
lines 3 thru 9)
11| Net Charges for Plant Retired: _ .
12§ Book Cost of Plant Retired ) o 93022
13| Cost of Removal 2,785234
14] Salvage {Credit)
15/ TOTAL Net Chrgs. for Plant Ret. (Enter Total 61,730,256 61,730,256
of lines 12 thru 14)
16] Other Debit or Cr. Items (Describe, detalls in 391,058 7 - 301,058
footnote): o
17
18 Book Cost or Asset Retirement Costs Retired
19 Baiance End of Year {Enter Totals of lines 1, 2,425,465 284 2,426,330,758 134,526

10, 15, 16, and 18)

Section B. Balances at End of Year According to Funciion.al Classification
20{ Steam Production 1,308,492,870 1,308,358,344 134,526
2
22} Hydrautic Production-Conventionat

23| Hydraulic PreductionPumped Staorage

Nuclear Production

it

24{ Other Production 352,107,544 352,107,544

25| Transmission 200,725,800 200.725.800

26} Distribution 551,851,422 551,951,422

27} Regicnal Transmission and Market Opseration ]

28| General 13,187,648 13,187,648

291 TOTAL (Enter Totai of lines 20 thru 28) 2,426,465,284] 2,426,330,758 134,524
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(1) X An Origimal (Mo, Da, Yr)
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FODTNQTE DATA
Schedule Page: 219 _ Line No.: 16 _Column:¢ 77 ] A
Transfers/Adjustments 391,058
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Name of Respondent This Repor is: Date of Report Year/Period of Report

Buke E Ghio. (1) An Original (Mo, Da, Y1) fof 2007/Q4

uke Energy Lhio. inc. (2) A Resubmission it Endof <009
INVESTMENTS IN SUBSIDIARY COMPANIES {Account 123.1)

1. Report betow investments in Agcounts 123.1, investments in Subsidiary Companies.

2. Provide a subheading for each company and List there under the information called for below. Sub - TOTAL by company and give a TOTAL in

columns (e).(f}(g) and (h)

(a) Invesiment in Securities - List and describe each security owned. For bonds give also principal amount, date of issue, maturity and interest rate.,
{0) Investment Advances - Report separately the amounts of lgans or investment advances which are subject o repayment, but which are not subject to
current settiement. Wilh respect 1o each advance show whether the advance is a nole or open account. List each note giving date of issuance, maturity

date, and specifying whether note is a renewal.

3. Report separately the equity in undistributed subsidiary earnings since acquisilion. The TOTAL in column {e) should squal the amount entered for

Account 418.1.
Line Description of Tnvestment Dale Acquired Dale Of Amount of investment at
No. @) ®) M oo o YeRr
1| MIAMI POWER CORPQRATION 9/3071945
2| INVESTMENT AT COST 40,980
31 UNAPPROFRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS 4,280
4] PURCHASE ACCOUNTING GOODWILL ALLOCATION 7,179
5} ADVANCES-OFEN ACCOUNT 6.090
B[ SUBTOTAL 49,959
7
8| DUKE ENERGY KENTUCKY. iNC. 9/30M1945
9] INVESTMENT AT COST 27.397.284
10| DUKE ENERGY KENTUCKY, INC & PURCH ACCTG UNAPPROPRIATED 179,172,391
11} PURCHASE ACCOUNTING GOODWILL ALLOCATION 172,965,121
12| CLEARING OF PURCHASE ACCOUNTING 180 & WORKERS COMP RESERVES
13| DURE ENERGY KENTUCKY, INC AND PURCH ACCTG ADDPTION OF SFAS
14| DEFERRED TAX RECONCILIATION ADJUSTMENTS
15} FAS133 -1.223.244
16| TRANSFER OF GENERATION FLANTS {CALEB} 140,061,362
17| OTHER TAX 481,858
18} ADVANCES-OPEN ACCOUNT 3,121,018
19| CONTRIBUTICN FROM PARENT TO FUND PENSION CONTRIBUTION
20]{ SUBTOTAL 521,975,861
21 "
22| TRI-STATE IMPROVEMENT COMFANY 1/14/1964
23| INVESTMENT AT COST 25,000
24| UNAPPROFRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS 5,854,716
29| PURCHASE ACCOUNTING ADJUSTMENTS 2,690,629
26§ PURCHASE ACCOUNTING GOODWILL ALLOCATION -70,033
271 ADVANCES-OPEN ACCOUNT 360,924
2B SUBTOTAL 8,860,736
29
30| KO TRANSMISSION COMPANY 41111994
317 INVESTMENT AT COST 10
32} UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS 1,381,567
33| DEFERRED TAX RECONCILIATION ADJUSTMENTS
34] ADVANCES-OPEN ACCOQUNT 617,365
35| SUBTOTAL 1,999,442
36
37
38
39
40
41
42 ||Total Cost of Account 123.1 § 0f TOTAL $32,806,028
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Name of Respondent
Duke Energy Ohio. Inc.

Year/Period of Reporl
2007/04

This B is: Date of Reporl

) [ﬁm Original (Mo, Da, Yr)

(2) A Resubmission Iy End of
INVESTMENTS IN SUBSIDIARY COMPANIES {Account 123.1) {Continued)

and purpose of the pledge.

4. For any securilies, notes, or accounts thal were pledged designate such secuities, noles, or accounts in a footnote, and state the name of pledgee

5. if Commission approval was required for any advance made or securily acquired, designate such Fact in a fooinote and give name of Commission,
date of authorization, and case or docket number,
6. Report column (T} inlerest and dividend revenues form investments, including such revenues form securities disposed of during the year.
7. In column {h} repoit for eack investment disposed of during the year, the gain of loss represented by the difference between cost of the invesimant (or
the ether amount at which carried in the books of account if difference from cost) and the selling price thereod, not including interest adjustmend includible

in column {f).
8. Report on Line 42, column (a) the TOTAL cost of Ascount 123.1
Equity in Subsidiary Revenues for Year Amount of Tnvestment at Galn or Loss from Investment Line
Eammglse )Of Year ® End g )Year Dlspﬂ?d of No.
1
40,980 2
13,476 9,186 3
626 5,553 4
6,090 5
13476 626 62,809 6
7
8
27,397,284 g
33,421,811 212,594,302 10
652,218 172,312,903 11
48,080 48,089 12
164,697 164,607 13
-880,824 880,824 | 14
402,913 1,626,157 15
140,061,362 16
-145,738 627,606 17
3.121,019 18
-3,150,000 3,150,000 19
33,421,911 -3,004,823 558,402 625 20
' i
22
25,000 23
-1,857,712 3,996,504 24
2,690,629 25
98,747 -188 780 2%
360,924 27
1,857,712 08,747 6,904,277 28
29
3¢
10 31
614,319 1,995,886 32
-43,860 43,869 33
617.865 34
614,319 -43,868 2.657.630 35
35
37
38
39
40
41
32,191,884 -2,849,319 568,027,341 42
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Name of Respondent ar;s &ﬁ?\?\ = mle o ﬁ‘?':im Year/Period of Report
_ gina 0, Da, Yr
Duke Energy Chio, Inc. @ D A Resubmission Py End of 2007/Q4

MATERIALS AND SUPPLIES

1. For Account 154, repert the amount of plant materials and operating supplies under the primary functional classifications as indicated in column (a);
estimales of amounts by function are acceptable. In column (d), designate the depariment or depariments which use the class of material.

2. Give an explanalion of important inventtory adjustments during the year {in a footnote) showing general classes of material and supplies and the
various accounts (operating expenses, cearing accounts, plant, etc.} affected debited or credited. Show separately debit or credits {o stores expense
clearing, if applicable.

Line
Na.

Account

{2)

Balance
Beginning of Year

(b}

Balance
End of Year

(c}

Department or
Llepariments which
Use (héi?terial

Fuel Stock {(Aceount 151)

67,914,269

69,934,265

Gas & Electric

Fuel Stock Expenses Undistributed (Account 152)

Residuals and Extracted Products {Account 153)

Plant Materials and Operating Suppties (Account 154)

Assigned to - Canstruction (Estimated)

42,509,797

48,193,759

Gas & Electric

Assigned to - Operations and Maintenance

7,501,713

8,504,781

Gas & Electric

Production Plant (Estimated)

Transmission Plant {Estimated)

QIEe|I~N|la]l s|lW| N -~

Distribution Plant (Estimated)

-t
<

Regional Transmission and Market Operation Plant
(Estimated)

1

Assigned fo - Other (provide details in footnola)

12

TOTAL Account 154 {Enter Total of lines 5 thru 11)

50,011,420

96,698,540

13

Merchandise (Account 155)

14

Other Materials and Supplies (Account 156)

16

Nuclear Materials Held for Sale (Accoun! 157} {Not
applic fo Gas Util)

16

Stores Expense Undistributed (Account 163)

2,164,124

249,800

Gas & Elechic

17

18

19

20

TOTAL Materials and Supplies (Per Balance Sheet}

120,089,813

126,882,605
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original {Mo, Da, YT}
Buke Energy Ohio, Inc. (2) A Resubmission if 2007/Q4
FOOTNOTE DATA '

Schedule Page: 227 Line No.:7 _ Columin:b i T
$24,519,186 of lines 5 and 6 is attributable to Production Plant on line 7, column (b).

.Schedule _39.7227 ng No.: 7 Co!umn e

$31,523,147 of lines 5 and € is attributable to Production Plant on Iine 7, column (cj

Schedule Page: 227 Line No.. 8 Column: b

$4,549, 989 of lines 5 and 6 is attributable to Transmission Plant on line '8, cbfﬁﬁﬁmeT?"“

Schedule Page: 227 LineNo.:8 Column:c ]

54,054,112 of lines 5 and b is attrlbutablg‘to Transmission Plant on line 8,_column le).

Schedule Page: 227 L.-ne No.:9 Column: b

$13, 359,978 of lines S and 6 is attributable to Distribution Plant on line 9, column (b}.

Schedule Page: 227 Line No.: 9 Column:c o e

$10, 733,121 of lines 5 and 6 is attributable to Distribution Plant on line 3, column ().

|FERC FORM NO. 1 (ED. 12-87) Page 450.1 |




Name of Respondent” This R Is: Date of Report Year/Period of Report
Duke Energy Chia, Inc (1} [XJAn Original (Mo, Da, Y1) 2007104
! oy e, e (2} [JA Resubmission Hi End of

Allowances (Accounts 158.1 and 158.2)

succesding years in columns (j}-(k).

1. Report below the particulars {details) called for concemning allowances.
2. Report all acquisitions of allowances at cosl.

3. Report allowances in accordance with a weighted average cost allocation method and other accounting as prescribed by General
Instruction No. 21 in the Unilorm System of Accounts. '

4. Report the allowances transactions by the petiod they are first eligible for use: the curcent year's allowances in columns (b)-(c),
allowances for the three succeeding years in cofumns {d}-{i), starting wilh the following year, and allowances for the remaining

5. Report on line 4 the Enviranmental Protection Agency (EPA) issued allowances. Report withheld portions Lines 36-40.

Line Allowances Inventory
No. {Account 158.1)
{a)

Current Year

2008

No.
(b}

Amt. No.

A
{e}

Balance-Beginning of Year

Acquired During Year:

Issued (Less Wilhheld Allow)

e (@)

145,351,244

106,163.00 T73.689.465

Reiwned by EPA

PurchasesfTransfers;

QW @~ i®(h|a|w|r]-

JO Shares of allowances

DENA Assels added

—_
L]

-
-

iy
o+

s
[

Py
F-3

Tatal

—
[4,]

43,543.00

Y
L]

-
-~

Relinquished During Year:

Charges to Account 509

-
Le-]

150,975

—
[4+]

Ciher:

DENA 2006 NSSA Takeback

h
[=]

203.00

Caost of Sales/Transfers:

[~
-

™~
%)

20,347 879

11,1573

© 255000 -

1,832,225

3,663.0

N
taa

R

ha
o

8]
[=H]

[\ ]
-]

[a%]
=]

Total

36,923

27,502,560,

8,569,283

Balance-End of Yaar

My
L

[
(=

o
-

Sales:

Net Sales Proceeds{Assoc. Co.)

&

27,039,191

66,952 40

Net Sales Progeeds (Other)

8

Ca
£

Gains

[
w

Losses

Allowances Withheid (Acct 158.2)

386 | Balance-Beginning of Year

1,235.00

37 ] Add: Withheld by EPA

38 | Deduci: Retumed by EPA

39| Cost of Sales

1.235.00

40| Balance-End of Year

11

42 | Sales:

43 | Net Sales Proceeds {(Assoc. Co.)

547,342

1.235.00,

44 | Net Sales Proceeds (Other)

45| Gains

46| Losses

FERC FORM NO. 1 (ED. 12-85)
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Name of Respordent This Report Is: Date of Report
ke E Ohio, In (1) [X]An Original (Mo, Da, Y1)
pulie Energy Oo, Tne (2} [T}A Resubmission i

End of

Year/Period of Repont
20071Q4

Allowances {Accounts 158.1 and 158.2) ({Continued}

company” under "Definitions” in the Uniform System of Accounts).

10. Report on Lines 32-35 and 43-46 the net sales proceeds and gains or losses from allowance sales.

8. Report on Lines 22 - 27 the name of purchasers/ transferees of allowances disposed of an idenlify associated companies.
9. Report the net costs and benefits of hedging transactions on a separate line under purchasesitransfers and salesftransiers.

6. Report on Lines 5 allowances relurned by the EPA. Reporl on Line 39 the EPA's sales of the withheld allowances. Report on Lings
43-46 the net sales proceeds ang gainsflosses resulting from the EPA’s sale or auciion of the withheld allowances.
7. Report on Lines 8-14 the namas of vendorsfiransferors of allowances acquire and identify associated companies (See "associated

2008 2010 Fulure Years Totals Line

No. Amt. No. Amt. No. Amt, No. Amt, No.
) @ ) () 0 (k) ) (m)

72,900, 49,184,550 36,766.00) 14,402,838 . 2BETB00 | 100,600:584 263061700] 482,228,669 1

2

3

90,954.00) 9145900 4

5

6

7

43,997.00 22.180,099 8

100 9

515000 13,5401 140,338 00 10

T 49,473.00

36,071,84

40,472.00

36,071,843

72,909.00 49,184 550 41,956 004 14,402, 2463,612.00 199,600,564

2,707 67100

357,179,550

1,235, 1,231

85,278.00

SR8

ZA63 0]

2,463.00

37

35

1.232.00)

246700

39

1,235, 123100 51,573,

237.800

65,274.60

785,142

40

a1}
42

S|&H2|8
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Name of Respondent This Report is: Date of Report | Year/Period of Report
{1) X An Original {Mo, Da, Yr)
Duke Enefgy Ohio, Inc. (2) __ A Resubmission X 2007/Q4
FOOTNOTE DATA '
Schedule Pagg 228 _Line | No.:1 Column:b L o e s
Ineludes the following:
Quantity Amount

12/31/06 Ending Balance £3,108 5$40,197,013.30

2007 vYintage Rollover 115,953  5105,154,230.32

TOTAL .. 179,061  $145,351,243.62 e
Schedufe Page 228 LineNo.:1 Column: c
5ee Footnote in Line 1 Cdlg.jnn b o T - -
iSchedule Page: 228 Line No.: 1 Column: i . L i o
Includes the following: T B

: Quantity Amount

12/31/06 Ending Balance 2,274,484 5214,003,402

2010 Vintage (36,766} (514,402,838)

___ TOTAL 2,237,718 $199,600,564 i
Schedule Page: 228 Line No.:1 Column: k »
See footnote on Line 1 Columm 3 T T R
Schedule  Page: 228 LineNo.:8 Column:b o ) —
Purchases o

Quantity Amount
Alpha Energy 2,500 $1,191,000.00
Constellation 2,550 $1,241,250.00
DEGS of Tuscola 159 $100,170.00
Dayten Power & Light 200 $179,000.00
DTE Coal 2,500 £1,165,500.00
JP Mergan 4,500 §2,173,625.00
Louis Dreyfus Energy 1,600 5781,000.00
Mann Financial 2,250 5971,750.00
NRG Power Marketing 1,12% $490,500.00
Prudential 14,250 57,934,575.00
Saracen Energy 7,000 $3,215,000.00
Sepra Energy 1,700 $904,500.00
TOTAL 40,334 ___s20,3a7,870.00
Schedufe Page 228 Line No_ '8 Column: c L
See footnote on Line 8 Column ¢ - O - o
Schedule Page: 228 LineNo.:8 Column:d .
Purchases:
Quantity Amocunt
Constellation 225 5185, 625.00
Mann Financial 2,400 $1,131,250.00
NRG Power Marketing 38 531, 35%0.00
Sempra Energy 1, 600 5484, 0006.00
TOTAL 3,663 $1,832,225.00 B i

Schedule Page: 228 Line No.:8 Column: e

See footnote on Llne 8 Column d

Schedule Page: 228 _Line No.: 22 _Column: b

Sales:
Quantity

Alpha Energy 2,000
CE2 Environmental Market 1,000
Complete Energy 33
Constellation Power 4,100
DTE Coal 1,000
Edison Missicn 400
Florida Power Corp 200
JP Morgan 1,000
Koch Supply 1,000

Amount

$1,419,944.67
$604,540.00
$29,352.51
$3,162,852.67
$889,470.00
5814,912.00
$283,114.00
5513,600.00
8769, 590.00

{FERC FORM NO. 1 (ED, 12-87)
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Name of Respondent This Report is: Date of Report |Year/Period of Report
{1} X An Original {Mo, Da, Yr)
Duke Energy Ohio, Inc. (2) _ A Resubmission L 2007/C4
FOOTNOTE DATA

Louis Dreyfus 3,300 $2,166,356.064

Man Financial 19,174 513, 348,021.47

Merril Lynch 5 $3,022.70

Mirant Energy 100 $203,728.00

NRG Power 1,000 $755,883.50

Prudential 125 $75,567.50

Saracen Energy 1,000 5769,5920.00

Sempra Energy 100 $157,108.00

South Carolina E&G 85 555,132.4¢0

Sunbury Generation 200 $407,456.00 .

TXU Portfolio 1,000 $769,.590.00

Virginia Electric & Power 100 $203,728.00

TOTAL 36,923 $27,502,560.06 e e o

Schedule Page: 228 ‘Line No.: 22 Column: ¢ o o S o o

See fbotnqte in Llne ZZ_Column b

Schedule Page: 228 _Line No.: 22 Column:d - o

Sales:
Quantity Amount
CEZ2 Envirenmental Market 200 $106, 996.00
Cognis QOleo 100 $53,498.00
Conective Ensrgy 1,000 $708,101.55
Constellation Power 850 $454,741.00
Fast Kentucky Power 350 $187,243.00
Edison Mission 400 5213,9%2.00
First Energy 100 $53,498.00
JP Morgan 5,500 $3,937,232.50
Koch Supply 150 580,247.00
Man Financial 1,250 $933,075.00
Monongahella Power 150 580,247.00
Power Energy Flarida 150 $80,247.00
Sempra Energy 2,150 $1,573,167.00
Sunkbury Generation 200 5106, 998.00
TOTAL 12,550 58,569,2683.05 S _ o
Sg:@dg{@ ﬁlge 228 Lme No.:22  Column: e o o L
See footnote in Line 22'Column e S . o N
Schedule Page: 228 _ Line No.. 36 __Column: b e e i
Includes the following:
Quantity Amount

12/31/06 Ending Balance 0 $0

2007 Vintage Rollover 1,235 $0

TOTAL 1,235 m__$0 o e
Qg;_{gedule Page: 228 Line No.:36 Column:c L ) ) e
See footnot on Line 36 Column b -
'Schedule Page: 228 Line No.:36 _ Column: j B B o
Includes the following:

Quantity Amount

12/31/06 Ending Balance 61,573 30

2010 Vintage (1,231) 0

TOTAL 60,342 $0 7 i
‘Schedule Page: 228 Line No.:36 Cojumn: k N
See fcotnote on Line 36 column j T
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