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L INTRODUCTION 

1 Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

2 A. My name is William Don Wathen Jr. My business address is 139 East Fourth Street, 

3 Cincinnati, Ohio 45202 

4 Q. ARE YOU THE SAME WILLIAM DON WATHEN JR. WHO 

5 PREVIOUSLY SUBMITTED DIRECT TESTIMONY IN THESE 

6 PROCEEDINGS? 

7 A. Yes. lam. 

8 Q. WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL TESTIMONY? 

9 A. The Staff of the Commission ("Staff) issued its Staff Report of Investigation 

10 ("Staff Report") in these proceedings on January 27,2009. The Company filed its 

11 objections to the Staff Report on February 26, 2009. My Supplemental 

12 Testimony will describe and support several of the Company's objections to 

13 certain findings made by Staff in its January 27,2009, Staff Report. 

14 Q. PLEASE DESCRIBE THE SUPPLEMENTAL ATTACHMENTS TO 

15 YOUR SUPPLEMENTAL TESTIMONY. 

16 A. Supplemental Attachment WDW-1 is a Supplemental Schedule A-1, Overall 

17 Financial Summary, showing the revenue requirement reflecting the Company's 

18 objections to the Staff Report. Supplemental Attachments WDW-2 through 

19 WDW-4 provide detail related to expenses allocated to Duke Energy Ohio, Inc 

20 ("DE-Ohio or the Company") fi'om its affiliate Duke Energy Business Services 

21 ("DEBS"). Supplement Attachment WDW-5 provides details for correcting the 

22 Staffs adjustment to the Towers Expense. Supplemental Attachment WDW-6 
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1 shows the calculation of the Company's proposed update to the Staffs 

2 Uncollectible Expense Ratio. 

H. OBJECTION NO, 1 

3 Q. PLEASE EXPLAIN THE COMPANY'S OBJECTION NO. L 

4 A. The Company's first objection to the Staff Report is that its proposed revenue 

5 increase understates the revenue increase for which the Company is entitled. The 

6 Company ftiliy supported its case for an increase in revenue in its initial 

7 Application with expert testimony and supporting schedules. As will be discussed 

8 further in my Supplemental Testimony and in the Supplemental Testimony of 

9 other Company witnesses, DE-Ohio is willing to accept a number of the 

10 adjustments proposed by the Staff; however, Staffs overall revenue requirement 

11 calculation significantly imderstates the costs incurred by the Company to 

12 continue providing safe and reliable electric distribution service to its customers. 

IIL OBJECTION NO. 4 

13 Q, PLEASE EXPLAIN THE COMPANY'S OBJECTION NO. 4. 

14 A. The Company objects to the Staffs proposal to eliminate ̂  working capital fi:om 

15 rate base. The only rationale the Staff offers for this adjustment, on page 6, is that 

16 "faJppHcant did not perform a lead lag study for this case, and Staff does not 

17 recommend a working capital allowance.'̂  The Staff makes two significant errors 

18 in its adjustment for working capital. First, it confuses cash and other forms of 

19 working capital ignoring what seems to be plain language in the Ohio 

20 Administrative Code ("O.A.C.") rules under Chapter 4901-7-01, Appendix A. 

21 Second, it proposes to move the adjustment for Customer Deposits fi*om one 
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1 schedule to another, again, in conflict with what seems to be imambiguous rules 

2 in Chapter 4901-7-01, Appendix A. 

3 Q. IN WHAT WAY DO YOU BELIEVE THE STAFF IS CONFUSING CASH 

4 WITH OTHER FORMS OF WORKING CAPITAL? 

5 A. The rules applicable to DE-Ohio for setting rates in Ohio leave littie doubt that the 

6 intention was to treat cash and other forms of working capital separately. In this 

7 proceeding, the non-cash working capital investment DE-Ohio seeks to include in 

8 rate base is an average balance of materials and supplies. The relevant language 

9 on this topic in Chapter 4901-7-01, Appendix A, clearly distinguishes between 

10 cash and materials and supphes. The text of the rule in "Section B Instructions, 

11 Rate Base" reads as follows: 

12 "(E) Working Capital 

13 (I) Allowance for working capital (Schedule B-5) 

14 Provide a summary schedule showing the calculation of working 
15 capital included in the proposed rate base. Show each individual 
16 component (cash, materials and supplies, etc.) and describe the 
17 methodology used to calculate each component." (Emphasis added.) 

18 Insofar as a lead/lag study is an exercise used only to compute the cash 

19 working capital. Staff overreaches when it assumes that all working capital should 

20 be $0 because a lead/lag study was not performed. The fundamental objective of 

21 a lead/lag study is to measure the difference between how long it takes the 

22 Company to receive revenue and how soon it has to pay its own bills. Its 

23 investment in materials and supplies is meaningfully different. There is physical 

24 inventory associated with materials and supplies, and that inventory represents 
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1 cash that has actually been deployed by the Company to meet its obligations of 

2 providing safe and reliable service to its customers. 

3 By commingling cash and non-cash working capital in the manner being 

4 proposed by Staff, it not only conflicts with the plam language of the 

5 Commission's rules, it also deprives the Company from earning a fair retum on its 

6 legitimate investment in actual physical inventory. 

7 Q. DO YOU HAVE ANY OTHER REASONS AS TO WHY THE 

8 COMPANY'S ORIGINAL PROPOSAL IS FAIR? 

9 A. As I indicated in my direct testimony, a lead/lag study is only one of several ways 

10 to estimate cash working capital. Another common option is to assume that cash 

11 working capital is needed to cover approximately forty-five (45) days of 

12 expenses. This method is commonly known as the "one-eighth O&M" method. 

13 Simply due to the underlying assumptions and math, this method will always 

14 produce an estimate of cash working capital greater than $0. Another alternative 

15 is just to assimie that cash working capital is $0, which is what the Company 

16 proposed in this case. 

17 Undoubtedly, different sides will argue the merits of one method or 

18 another to compute cash working capital depending on their interests. However, it 

19 is confusing to the Company when the Staff has reconmiended, in other 

20 proceedings, the use of a methodology that would resuh in more cash working 

21 capital than DE-Ohio has requested but objects to even a $0 balance of cash 

22 working capital in this proceeding. 
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1 Q. WHAT OTHER PROCEEDING ARE YOU REFERRING TO? 

2 A. I included as an attachment to my direct testimony an excerpt of the Staffs 

3 Report in a recent proceeding involving Suburban Natural Gas, Case No. 07-689-

4 GA-AIR. The Staff Report reads: 

5 "The working capital allowance is based upon the formula approach, 
6 which has been approved by the Commission in previous cases. Under this 
7 method, the revenue/expense lag dollars of working capital represents one-
8 eighth of adjusted operation and maintenance expense." (See Attachment 
9 WDW-1, to my direct testimony.) 

10 Considering that the utility in this report is subject to exactly the same rules that 

11 apply to DE-Ohio, it is difficult to understand how the Staff can justify the 

12 inequitable treatment it recommends for the calculation of cash working capital 

13 between the two utilities, especially since the Staff did not include an explanation 

14 for this disparity it in its Staff Report. 

15 Q. DESCRIBE THE COMPANY'S CONCERN OVER THE STAFF'S 

16 ADJUSTMENT FOR CUSTOMER DEPOSITS. 

17 A. Again, refer to the Commission's under O.A.C. 4901-7-01, Appendix A. 

18 Customer Deposits are represented in Schedule B-5.1 as one component of 

19 Miscellaneous Working Capital. The Staff made no adjustment to the balance of 

20 Customer Deposits; however, without any explanation, it moved the balance from 

21 Schedule B-5.1, as filed by the Company, to Schedule B-6, Other Rate Base 

22 Items. 
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1 Q, DOES IT MATTER ON WHAT SCHEDULE CUSTOMER DEPOSITS 

2 ARE INCLUDED? 

3 A. Inasmuch as customer deposits represent funds provided to the utility fi"om 

4 customers, the balance is treated as an offset to rate base - just as the Company 

5 has reflected in its Application. Whether the Company included it on Schedule B-

6 5.1 or Schedule B-6 would not make a material difference. The choice to include 

7 this item in Schedule B-5.1 was simply a function of following the Commission's 

8 rules. Because of the manner in which the Staff imposed its adjustment for cash 

9 working capital, its choice to ignore the Commission's rules and include this 

10 adjustment on Schedule B-6 rather Schedule B-5.1 does impact the Company's 

11 overall rate base and, consequently, its overall revenue requirement. 

12 Q. WILL YOU EXPLAIN HOW THE STAFF'S ADJUSTMENTS IMPACT 

13 THE OVERALL RATE BASE? 

14 A. Although I do not concede that the Staffs recommendation to elhninate all 

15 working capital on Schedule B-5.1 is appropriate, the impact on DE-Ohio would 

16 be reduced if it kept all of the items on Schedule B-5.1 that Commission's rules 

17 provide for. In this case, if it had included Customer Deposits on Schedule B-5.1 

18 instead of B-6, and then made the adjustment to exclude the net remaining 

19 balance of all cash and non-cash working capital on Schedule B-5.1, it would only 

20 have reduced DE-Ohio's rate base by the net of materials and supplies, and 

21 customer deposits, $1,606,271. Instead, the Staffs recommendation reduces rate 

22 base by the entire amount of materials and supplies, $5,158,078. The adjustment 

23 ultimately reduces the revenue requirement by $663,724. 
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1 Therefore, even if the Staffs recommendation to eliminate all cash and 

2 non-cash working capital is accepted, it should only be done after customer 

3 deposits are returned to the correct Schedule B-5.1. The resulting $1,606,271 

4 reduction in rate base would then only reduce revenue requirements by $206,690. 

IV. OBJECTION NO. 5 

DESCRIBE THE COMPANY'S OBJECTION NO. 5. 

The Company objects to the Staffs recommended adjustment to regulatory asset 

amortization. On page 12 of the Staff Report the Staff made an adjustment to 

reduce regulatory asset amortization by adjusting tower space rental expense by 

$59,834, '*to be consistent with the Commission's Order in Case No. 99-29-EL-

AEC." The Staffs proposed adjustment appears to simply mirror the same 

adjustment it made in the most recent DE-Ohio electric distribution case, Case 

No. 05-0059-EL-AIR. 

DID THE COMPANY ALREADY ADJUST FOR THE TOWERS 

EXPENSE AMORTIZATION? 

No. The Company did not make a similar adjustment to its test year expenses. 

However, in response to Staff-DR-OOl the Company provided a calculation of the 

adjustment that should have been made to test year expense. 

18 Q. WAS THE STAFF'S ADJUSTMENT CONSISTENT WITH THE RESULT 

19 OF THE COMPANY'S RESPONSE TO THE DATA REQUEST? 

20 A. No. Inexplicably, the Staff ignored the response to the data request and used the 

21 result of a calculation it made in the prior case. I have included as Supplemental 

22 Attachment WDW-5 an excerpt fi-om the Staff Report in the prior electric case 
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1 which shows the derivation of the $59,834 adjustment being proposed by the Staff 

2 and an excerpt from the Company's Application in Case No. 99-29-EL-AEC that 

3 was the source of the data in that adjustment. For reasons that are not apparent, 

4 the Staff ignored the fact that the underlying data in its adjustment has changed 

5 since the time of that last case. This underlying data was updated in the 

6 Company's response to Staff-DR-55-001 but the Staff did not to use the updated 

7 information. 

8 Q. WOULD THE COMPANY OBJECT IF THE STAFF MADE THE SAME 

9 ADJUSTMENT BUT WITH ACCURATE AND UPDATED 

10 INFORMATION? 

11 A. The Company accepts the Staffs proposal to adjust test year expenses for this 

12 item if it is corrected for updated information. This change results in an increase 

13 in test year expense of $96,122 rather than the Staffs proposed $59,834 decrease. 

V. OBJECTION NO. 6 

14 Q. PLEASE EXPLAIN THE COMPANY'S OBJECTION NO, 6. 

15 A. The Company objects to the Staffs proposed adjustment for uncollectible 

16 expenses. Although the Staffs proposal to use a three-year average to calculate 

17 uncollectible expense is not objectionable to the Company, the fact that Staffs 

18 adjustment excludes a significant portion of the Company's test year uncollectible 

19 expense is an error that should be corrected before the Company will accept this 

20 adjustment. 

21 Using data from the Company's FERC Form I's for 2005, 2006, and 

22 2007, the Staff calculated an uncollectible ratio by comparing expenses included 
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1 in Account 904 to total retail revenue for the same period. The Staff then applied 

2 this average to test year revenue to estimate an adjustment to test year 

3 uncollectible expense. Unfortunately, the Staffs adjustment ignores a significant 

4 cost the Company incurs that should be included in its revenue requirement 

5 calculation. 

6 Q. WHAT IS MISSING IN THE STAFF'S ADJUSTMENT FOR 

7 UNCOLLECTIBLE EXPENSES? 

8 A. As in the Company's most recent rate proceedings, the uncollectible expense 

9 adjustment, shown in Schedule C-3.16 in the Application, normalizes the fees 

10 associated with the sale of receivables DE-Ohio makes to its affitiate, Cinergy 

11 Receivables. A significant portion of the fees are included in Account 904; 

12 however, Account 426520 is also used to record a portion of the fee paid to the 

13 receivables company. Because the Staff did not include this Account in its three-

14 year average, it significantiy understates the amount that should be included in 

15 test year revenue requirement. 

16 Correcting the Staffs adjustment for this mistake and still using the three-

17 year average actually increases the Company's overall revenue requirement by 

18 $477,236. However, the Company is proposing to keep the adjustment at the 

19 level included in the initial filing rather than adjusting for the three-year average 

20 including both Accoimt 904 and Account 426520. 
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1 Q. DO YOU HAVE ANY OTHER ISSUES WITH THE STAFF REPORT 

2 REGARDING UNCOLLECTIBLE EXPENSE? 

3 A. Yes. The Company included a proposal in its initial Application that would allow 

4 it to track uncollectible expenses as part of its proposed Distribution Rider ("Rider 

5 DR"). Because the Staff Report recommended against the proposed Rider DR, it 

6 leaves the Company without any ability to recover incremental bad debt expense 

7 which is becoming a rapidly growing problem as the current dire economic 

8 conditions persist or even worsen. The Company's bad debt expense has been 

9 increasing due to changes in the economy and because of the moratorium 

10 requested by the Govemor of Ohio. It will also increase due to recent changes in 

11 the Percentage of Income Payment Plan. Also, it is worth noting that a similar 

12 tracker for uncollectible expense was agreed to by the Cotimiission Staff as part 

13 of the Stipulation entered in the FirstEnergy Compaiues Standard Service Offer 

14 CaseNo. 08-935-EL-SSO. 

15 Q. ARE THERE ALTERNATIVE MEANS OF RECOVERY THAT SHOULD 

16 BE CONSIDERED? 

17 A. The Commission is already very familiar with the concept of using trackers for 

18 recovering incremental bad debt expense. Many Ohio investor-owned gas 

19 utilities have been filing for tracker recovery of their incremental bad debt 

20 expense for the last several years. DE-Ohio recommends that the Commission 

21 consider adopting similar mechanisms for electric utilities. The rider can be 

22 limited to just the distribution business or, if acceptable to the Commission, to all 

259866 

WILLIAM DON WATHEN JR. SUPPLEMENTAL DIRECT TESTIMONY 
10 



1 retail services provided by the Ohio electric utilities including production, 

2 transmission, and distribution. 

3 VI. OBJECTION NO, 7 

DESCRIBE THE COMPANY'S OBJECTION NO. 7. 

The Company objects to the Staffs proposed adjustment to test year labor 

expense. The Staff made a number of errors in developing its labor expense 

adjustment. 

Without any explanation, the Staff arbitrarily eliminated $13.3 million of 

test year costs for "Human Resources, Governance, and Shared Services" in the 

Company's test year labor. The $13.3 million represents annualized labor costs 

allocated to DE-Ohio's electric distribution business for services performed on 

behalf of DE-Ohio by DEBS. Because adjustments to labor costs generally result 

in changes in fiinge benefits, the impact of this adjustment also reduces benefits 

expense and payroll taxes by another $5.5 milHon. Combined, the Staffs 

adjustment reduced labor expense by $18.8 million. 

WHY DOES THE COMPANY BELIEVE THE STAFF ERRED IN 

EXCLUDING THE HUMAN RESOURCE, GOVERNANCE, AND 

SHARED SERVICES COSTS ALLOCATED FROM DUKE ENERGY 

BUSINESS SERVICES? 

Because the Staff declined to provide an explanation for its adjustment, it is 

difficult to glean any insight into its rationale. Nevertiieless, the costs at issue m 

this adjustment include DE-Ohio's electric distribution share of costs allocated 

from such organizations in the Company as Chief Executive Officer, Chief 
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1 Financial Officer, the Chief Operating Officer, and a number of other departments 

2 in Duke Energy Corp. that provide required services to DE-Ohio. Typically, the 

3 Staff or another intervening party may dispute the magnitude of the dollar amount 

4 allocated for such activities; however, Staffs recommendation to exclude all of 

5 this cost is not only arbitrary but is patentiy unfair. 

6 Q. HAVE YOU PREPARED ANY ATTACHMENTS TO SUPPORT THE 

7 INCLUSION OF THIS EXPENSE IN TEST YEAR REVENUE 

8 REQUIREMENT? 

9 A. Yes, I have. In the Company's accounting system, the designation of an 

10 Operating Unit is the critical element in establishing how costs get allocated 

11 throughout the organization. An employee working for Duke Energy Business 

12 Services may record his or her time by indicating the appropriate Operating Unit 

13 for which his or her service was performed. In Supplemental Attachment WDW-

14 2,1 have included a list of all Operating Units that can be charged by employees 

15 of Duke Energy Business Services. Working across the coiimms in the 

16 attachment, the first column indicates the ending day of the month for which this 

17 labor document was created. The second column indicates the Resource Type 

18 and only three are included in this attachment - direct labor (11000), overtime 

19 (12000), and unproductive labor such as vacation, sick time, etc. (14000). The 

20 next column is the company identifier (Company 110 is Duke Energy Business 

21 Services). The next column Hsts codes for the Operating Units followed by a 

22 description. The next three columns, in order, indicate the number of employees 

23 that charge at least a portion of their time to that Operating Unit, the number of 
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1 hours that were charged, and the dollar amount of the charge. Finally, the last two 

2 columns are the most important for this case. These two columns show the 

3 percent of time allocated to each Operating Unit that goes to DE-Ohio electric 

4 distribution and the resulting dollar amount. 

5 Based on the descriptions, not all of these Operating Units relate to any 

6 activity for DE-Ohio's electric distribution business. On Supplemental 

7 Attachment WDW-3, I show only tiiose Operating Units fi"om WDW-2 that 

8 allocate labor dollars to DE-Ohio's electric distribution business. Even a cursory 

9 review of the Operating Units listed on Supplemental Attachment WDW-3 sheds 

10 some light on the relevance of the services provided to DE-Ohio by employees of 

11 DEBS. 

12 Taking it one step further, I have included Supplemental Attachment 

13 WDW-4 which is a representative list of some of Duke Energy Corp.'s senior 

14 executives who happen to be employed by DEBS. Included in that list are Duke 

15 Energy Corp.'s Chief Executive Officer, Jim Rogers, a number of his direct 

16 reports, and a few other representative DEBS employees who are significant 

17 contributors to the business operations of DE-Ohio and its affiliates. 

18 Supplemental Attachment WDW-4 shows the Operating Unit to which each of 

19 these employees' time is charged. As expected, many of the Operating Units 

20 listed on this attachment are the same ones identified on Supplemental 

21 Attachment WDW-3 which allocate to DE-Ohio electric distribution. 

22 Q. DO THESE ATTACHMENTS JUSTIFY THE INCLUSION OF THE 

23 HUMAN RESOURCES, GOVERNANCE, AND SHARED SERVICES 
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1 EXPENSES ALLOCATED FROM DUKE ENERGY BUSINESS 

2 SERVICES INCLUDED IN THE COMPANY'S APPLICATION? 

3 A. Yes. Although the data shown in Supplemental Attachment WDW-4 is only labor 

4 charged during the month of May 2008, when annualized {i.e., multiplied by 12 

5 months) it amounts to $11,172,072 just for the labor expense (fringe and payroll 

6 taxes would also be added). The Company originally estimated $13,289,985 

7 using the twelve months of actual costs allocated to DE-Ohio's electric 

8 distribution through March 31, 2008. The difference in the two figures is 

9 attributable to the timing of when the estimate was made. In any event, the 

10 amount of labor expense allocated to DE-Ohio's electric distribution business is 

11 undeniably greater than the $0 being proposed by the Staff. Consequently, the 

12 Commission should reject the Staffs reconrniendation to exclude all labor costs 

13 allocated from DEBS. 

14 Q. EXPLAIN WHY YOU BELIEVE THE STAFF ERRED IN DOUBLE 

15 COUNTING INCENTIVES, BONUS, AND SEVERANCE IN ITS 

16 CALCULATION OF DIRECT LABOR COSTS. 

17 A. In its calculation of direct labor cost, Staff included a three-year average of actual 

18 incentives, bonus, and severance cost in its calculation of annualized direct labor. 

19 This step is not necessary because the Company has already included an estimate 

20 for these items in its test year revenue requirement calculation. Although the 

21 Company is not proposing to update its labor expense to use the Staffs estimated 

22 incentive, bonus, and severance costs, it would only be necessary for the Staff to 
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1 adjust labor expense for the net difference in its estimated incentive, bonus and 

2 severance costs and the amount included in the Company's initial Application. 
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1 Q. DID THE COMPANY ACCEPT ANY PART OF THE STAFF'S LABOR 

2 ADJUSTMENT? 

3 A. Yes. The Company accepts the Staffs proposal to update the employee 

4 headcotmts to reflect the average armual number of employees as of November 

5 30, 2008, and to update the average hourly rates to reflect the latest known wage 

6 rates as of November 2008. This change will also impact the pension and benefits 

7 adjustment discussed below. 

VII. OBJECTION NO. 8 

8 Q. DESCRIBE THE COMPANY'S OBJECTION NO. 8. 

9 A. The Company objects to the Staffs proposed adjustment to test year pension and 

10 benefits expense. Because both Company and Staff estimate test year pension 

11 and benefits by applying a loading rate to the test year labor expense, the Staff 

12 errors, identified in Objection No. 7, are compounded. The overall impact of the 

13 Staffs pension and benefits expense is to inappropriately reduce the Company's 

14 test year pension and benefits expense. 

15 For any change in labor expense there is a corresponding change in 

16 pension, benefits, and payroll taxes. Combined, this "loading" of labor means 

17 that for each dollar mcrease (decrease) in labor expense there is a correspondhig 

18 change in pension, benefits, and payroll taxes. Because the Staff Report 

19 reconmiends a net reduction ux the Company's filed labor expense adjustment of 

20 $4,135,829, there is a corresponding reduction in test year expense for "Pensions 

21 & Benefits" of $1,426,861 and "FICA" of $205,750. The Staff made no specific 

22 recommendation with regard to these items; however, because the Staffs 
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1 recommendations for labor expense are objectionable, its proposed changes to 

2 pension, benefits, and payroll taxes, are also in error. 

VIH. OBJECTION NO. 10 

3 Q. DESCRIBE THE COMPANY'S OBJECTION NO. 10. 

4 A. The Company objects to the Staffs recommended adjustment to test year expense 

5 related to membership in the Edison Electric Institute ("EEI"). In the original 

6 Application and as described on page 15 of my Direct Testimony, an adjustment 

7 was made to test year expenses to certain dues associated with membership in the 

8 EEI. An additional adjustment was made to increase EEI expense to include a 

9 portion of the dues in test year expense that had inappropriately been allocated to 

10 gas. The Staff apparently agreed with the first part of the EEI adjustment 

11 reducing the expense to the extent it relates to activities that have previously been 

12 disallowed by the Commission. However, without any explanation, the Staff 

13 ignored the second adjustment made by the Company to include misallocated 

14 costs in the test year. The Staffs error negatively impacts the Company's test 

15 year revenue requirement by $98,985. 

IX. OBJECTIONNO.il 

16 Q. DESCRIBE THE COMPANY'S OBJECTION NO. 11. 

17 A. The Company objects to the Staffs recommended adjustment to the test year 

18 expense for Commercial Activities Tax ("CAT"). The Staff applied the reduced 

19 first quarter 2008 CAT rate in its calculation of test year expense although the full 

20 CAT rate will be effective when the revised electric distribution rates are put into 

21 effect. It is a general ratemaking principle to include known and measurable 
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1 changes in test year expense when setting rates. That the CAT rate will change 

2 after 2008 certainly qualifies as a known and measurable change and should be 

3 included as an adjustment to test year expense. The Staffs error negatively 

4 impacts the Company's test year revenue requirement by $41,994. 

5 X. CONCLUSION 

6 Q. DOES THIS CONCLUDE YOUR SUPPLEMENTAL TESTIMONY? 

7 A. Yes. 
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DUKE ENERGY OHIO, INC. 
CASE NO- 08-709-EL-AIR 

OVERALL FINANCIAL SUMMARY 
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2003 

DATA: 3 MONTHS ACTUAL & 9 MONTHS ESTIMATED 
TYPE OF FILING: "/"ORIGINAL UPDATED REVISED 
WORK PAPER REFERENCE NO(S).; SEE BELOW 

SUPPLEMENTAL ATTACHMENT WDW-I 
PAGE 1 OF 1 

SCHEDULE A-1 
PAGE 1 OF 1 
WITNESS RESPONSIBLE: 
W. D. WATHEN 

LINE 
NO. DESCRIPTION 

SUPPORTING 
SCHEDULE PROPOSED 

REFERENCE TESTYEAR 

1 Rate Base 

2 Current Operating Income 

3 Earned Rate of Retum (Line 2 / Line 1) 

4 Requested Rate of Retum '"* 

5 Required Operating Income (Line 1 x Line 4) 

6 Operating Income Deficiency (Line 5 - Line 2} 

7 Gross Revenue Conversion Factor 

B Revenue Deficiency (Line 6 x Line 7) 

9 Revenue Increase Requested 

10 Adjusted Operating Revenues 

11 Revenue Requirements (Line 9 + Line 10) 

B-t 

C-1 

>1A 

C-10 

C-l 

C-1 

976,894,139 

34,649,913 

3.55% 

9.18% 

89.676.882 

55,028,969 

1.5764490 

86.750,363 

86,750,363 

317,217,845 

403,968,208 

Reflects 11.14% ROE in Supptementsrf Testimony of Dr. Roger A Morin. 
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Duke Energy Ohio 
Example of Governance Costs inclucied in Test Year 

Supplemental Attachment WDW-4 
Page 1 o l 1 

Duke Energy Corp Officer 

Jim Rogers 
Chief Executive Officer 

Code 

CGEX 

Operating Unit Time is Allocated to: 
Description 

Executive Governance 

I I Percent" 

100% 

DE-Ohio 
Share i») 

6.29% 

Jim Turner 
Group Executive, President & COO - FE&G 

David IHauser 
Group Executive & Chief Financial Officer 

Myron Caldwell 
SVP Rates & Regulatory Accounting 

Steve Yourig 
Senior VP&Controjlor 

CGEX 
UTEX 

CGEX 

0602 
GDKY 
RRB1 
RRB2 
RRB3 
GDOH 

Executive Governance 
Exec Services Utility 

Sub-Total (DE-Ohio) 

Exec Governance 

Rates & Regulat Affairs - FE&G 
DE-Kentucky Gas Other 
Fr Elec General - DE-Ohio 
Fr Etec General - DE-lnd*ana 
Fr Elec General - DE-Kentucky 
DE-Ohio Gas Other 

Sub-Total (DE-Ohio) 

CGAC Accounting Governance 

50% 
50% 

100% 

3.15% 
3.27% 
6.42% 

6.29% 

50% 
2% 

22% 
22% 

2% 
2% 

00% 

0.00% 
0.00% 

18.70% 
0.00% 
0.00% 
0.00% 

18.70% 

6.29% 

Marc Manly 
Group Executive & Chief Legal Officer 

Chris Rolfe 
Group Executive & Chief Administrative Officer 

Theopotis Holeman 
SVP - Power Delivery 

Jennifer Weber 
SVP & Chief Human Resources Officer 

ENLE Legal Governance 

CGEX Executive Governance 

UTEX Exec Services Utility 

CGHR HR Services Governace 

100% 

100% 

100% 

100% 

6.29% 

6.29% 

6.54% 

9.07% 

Steven De May 
VP & Treasurer 

CGFI Financial Svcs Gvrnce 100% 6.29% 
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BmrORS 
TUB POBXJC i m u n B S COMMIS^ON OF OBSSK̂ f̂̂  " "̂  *̂ " ^' 

PUCO In the Matter of the Application of 
The Cincinnati Gas & Electric 
Company to Enter a Contract 
with its Non-R^ulated AfBliate, 
Cinergy Coramxmications, Inc., 
to Transfer Certain Commiinications 
Towers and Lease Space on 
those Communications Towers. 

99 

Case No.4>6-2S-GA-AEC 

Case No. ^••29-ElrAEC 

t / 

Second Amended Application of tiie Cinoinnatl Gas & Blectric 
Company to Enter a Contract to Tran^br Communications Towers 

to Cinergy Communications^ Inc^ and Lease Space on those 
O>mmimleations Towers 

The Cincinnati Gas & Eaectric Company (CG&E) is an Electric 

Li^t company and a Natural Gas Company subject to tlie jurisdiction of 

the Public Utilities Commission of Ohio (Commission) pursuant to R.C-

4905.03. Cinei^ Communications, Inc., (CCS) is an afBliate of CG&B 

under 15 U.S.C. 79b and is not subject to the Commission's jurisdiction 

because it is not a Public Utility pursuant to R.C, 4905.03* 

CG&E and CCl intend to enter a contract (Eixhibit 1), effective 

when signed and approved by the Commission, to transfer to CCI 

CGSsE's Communications Towers listed therein. CG&E seeks the 

Commission's approval for this transaction pxirsuant to the Ohio Joint 

Stipulation and Agreement (Joint Stipulation) CG&E signed with the 

Commission and the Office of the Consumers' Counsel (OCC), as an 

VhiB id t o c e r t i f y t h a t tb& intaffss appeariziff a r e an 
accura t e emd cosiplete r ^ r o O u c t l o n oC a case f i l e 
documeikt de l i ve red lix t b e r e g u l a r courae oC InisiAees. 
Tecbnlclan ._Qji_:_^ Date Prooeaeed JtillS^i-..— 
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Supplemental Attachment WDW-5 
Page 3 of 4 

SCHEDULE G3,13a 

THE aNONNAIlGAS k ELECTRIC OM-IPANY 
Case No. 05-0059^ELrAIR 

Lattiq>T»wers Adjustment-Lease Expgjse 

(1) Year 5 Annua] Tower Lease Expense Cap (a) 

(2) Year 6 Annual Tower Lease Expense Cap (a) 

(3) Test Year Annual Tower Lease Expose Cap {Q.) x 11/12HC2) x 1/12] 

(4) Test Year To*ver Lease Expense (b) 

(5) Total Adjustment Required (3) - (4) 

(6) Jurisdictional AOocatiOTi (c) 

(7) Jurisdictional Tower Lease Expense Adjustment (5) x<6) 

1,373,667 

1545,477 

a69^o) 

35236% 

^9.334) 

(a) Revised Exhibit 2, Case N(». 99-2S<:A-ABC and 9^2^EL-AEC 
(b) Staffs Data Request 38 
(c) Applicant's Sdiedde B-7 
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Supi^mental Attachment WDW-5 
Page 4 of 4 

Attachmem StafF-DR-65-001 

DUKE ENERGY OHIO, INC. 
Case No. 05.0059-EL-AIR 

Lattice TowefB Adtustmenl - Lease Expense 

(1) Year 8 Annual Tower Lease Expense Cap (a) 

(2) Year 9 Annual Tower Lease Expense Cap (a) 

(3) Test Year Annual Tower Lease Expense Cap [(1) x 5112}*[[2) x 7/12) 

(4) Test Year Tower Lease Expense 

(5) Tower Lease Expense Adjustment {3) - (4) 

$ 

-̂̂ —. 

« 

Total 

1,666.000 

1,665,000 

1.632.083 

1.437.213 (b) 

194,870 

JuTlsdlctionid 
Percent (c) 

51% 

51% 

JurisdK îonat 
Amount 

832.3S2 

736.240 

$ 96^122 

(a) Revised Extilblt 2. Case Nos. 99-2B-GA-AEC and 99'29-EL-AEC 
(b) Represents lease expense lor 12 months ended June 30,2008. 
(c) Based on allocations used in the company's aconinting system. 
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