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Please state your name and your business address.
My name is Wm. Ross Willis. My business address is 180 East Broad

Street, Columbus, Ohio 43215.

By who are you employed?

I am employed by the Public Utilities Commission of Ohio (PUCO).

What is your current position with the PUCO and what are your duties?

[ am Chief of the Rates Division within the Utilities Department. My
duties include developing, organizing, and directing staff during rate case
investigations and other financial audits of public utility companies subject
to the jurisdiction of the PUCO. The determination of revenue require-

ments in connection with rate case investigations is under my purview.

Would you briefly state your educational background?

I earned a Bachelor of Business Administration Degree that included a
Major in Finance and a Minor in Management from Ohio University in
December 1983, In November 1986, I attended the Academy of Military
Science and received a commission in the Air National Guard. Moreover, |
have attended various seminars and rate casc training programs sponsored

by this Commission.
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Please outline your work experience.

Following graduation from Ohio University, I joine.d the Public Utilities
Commission in February 1984, in the Utilities Department as a Utility
Examiner. I have held several technical and managerial positions with the
PUCO. They include Utility Examiner, Utility Rate Analyst, Utility Audit
Coordinator, Utility Supervisor, Utility Administrator 1, Utility Adminis-

trator 2, and my current position, Chief of Rates Division.

My military career spans 27 honorable years of service with the Ohio
National Guard. 1 earned the rank of Lieutenant Colonel and I am a veteran
of the war in Afghanistan. 1retired from the Air National Guard in March

2006.

I have previously testified before this Commission.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to support the Joint Stipulation and Recom-
mendation (Stipulation) and the proposed revenue requirement schedules,

which are attached to my testimony.

Are the results of the Stipulation reasonable?
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Yes. The results are reasonable for three basic reasons: (1) the settiement
was a product of serious bargaining among capable, knowledgeable parties;
(2) the settlement, as a package, benefits ratepayers and is in the public
interest; and (3) the settlement does not violate any regulatory principle or

practice.

Is the settlement a product of serious bargaining among capable,
knowledgeable parties?

Yes. The results of the setilement reflect consensus building on the part of
the signatories to the settlement. The signatories are represented by experi-
enced counsel who regularly participate in regulatory proceedings before
the Commission and are familiar with Commission practice and procedure.
The agreement is the result of good faith negotiations and serious bargain-

ing on the part of the signatories to the Stipulation and Recommendation.

How does the Stipulation, as a package, benefit ratepayers and is in the
public interest?

The signatories to the settlement have examined the case record and repre-
sent diverse interests. The stipulated settlement results in a just and reason-
able revenue requirement that benefits ratepayers by recognizing some of
the objections to the Staff Report of Investigation, rejecting some of the

objections, and where appropriate, alternative approaches were considered.
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The settlement is in the public interest because it:

. Avoids the added cost of litigation by limiting
litigation to the various positions taken associated with
the remediation of manufactured gas plants (MGP)
sites.

° Combines Duke’s existing base rates with existing
riders for SmartGrid and Accelerated Main
Replacement Program (AMRP) resulting in a $0
increase in base gas retail rates.

° The incremental increase to the AMRP for residential
customers will be capped at $1.00 annually on a
cumulative basis.

s The Rider AMRP revenue requirement calculation will
include amortization of camera work expense over a
five-year period related to the AMRP activity during
2001 through 2006.

. Duke agrees to withdraw its request for approval of an
Accelerated Service Replacement Program (ASRP)
saving $317 million in rates over a 9-10 year time
frame. If this Rider is proposed again by Duke in the
future, and if the Commission approves such Rider,
Duke shall ensure that rates for such a program will
not go into effect before January 1, 2016.

. Reconnection charge will remain at the current
amount.
. Recognizes the Staff’s recommendation that Rider

FRT (Facilities Relocation — Mass Transportation) will
not be approved in this proceeding.

J Establishes a rate of return of 7.73% based on a return
on equity of 9.84% and a cost of debt at 5.32%

. Provides for shareholder-funded low-income
weatherization programs and a low income fuel fund.
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Does the settlement violate any regulatory principle or practice?

No. The revenue requirement schedules attached to my testimony are the
result of traditional rate setting policies, practices, and procedures followed
by the Staff. The recommended revenue requirement is consistent with

sound regulatory rate setting practices.

Doe this conclude your testimony?
Yes, it does. However, I reserve the right to submit supplemental testi-
mony as described herein, as new information subsequently becomes avail-

able or in response to positions taken by other partics.
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DUKE ENERGY CHID, INC.
CASE NO. 12-1685-GA-AIR
ADJUSTMENTS TO ACCUMULATED DEPRECIATION AND AMORTIZATION
AS OF MARCH 31, 2012

REVISED SCHEDULE B-3.1

WORK PAFER REFERENGE NO{S): PAGE 1 OF 1
TGTAL
 COMPANY. URISDICTION
ADJUSIMENT ADJIUSTIMENT

1 Distribution Plant

2z 388 Gas ARO 3.504,391 104.00 3,804,381 (&)
3 Total Distribution Plant 3,504,391 3,504,291

4 General Plant

& 2830 Miscelianesous Intangible Piant 4087 100.80 4,087 (b}
& 307 2970  Communication Equipment 22385 100.09 22,395 {c)
7 Totai Geners Plant 6482 T T Rgae:

B Common Plant 3 5

9 1900 Structures & Improvements 351.037 102.00 351,037 ()
10 1800 Structures & Improvements-Harwell Golf Course 59,282 1€0.00 §3.252 [(e)
11 1900 Structures & improvements-Envision Center 681,977 100.00 681,977 (N
12 1900 Structuras & Improvements-Fourth & Walinut (Clopay) 154,261 160.00 154,281 {}
13 1900 Structures & Improvements-Hollday Paik 2,509 16000 2508 {0
14 1900 Structures & improvemeants-Atrium i 081,419 100.00 961419 §
15 1910 CHfice Furniture & Exquipment {2.038) 100.00 {2,038} (d)
+6 1840 Tools, Shop & Garage Equipment 33,208 196,00 33,208 (d)
17 1970 Communication Eguigment 1,232 100.00 1232 {4
18 198G Misceiiansous Equipment 5,26¢ 100.00 5280 {d)
19 1990, 1991 Rstiramient Work in Progress-ARO 117,273 100.00 117273 (g)
20 Total 2.366,440 2,365,440

21 16.50%  Common Allocated to Gas T 380,463 W

22 Totat Gas Plant 392133 T 3521336

{s) To efiminate from rale base the Asset Retirement Dbiligation (Seo Staff Data Request No, 50 Supplemental)

b) To ekminate from rala base Company Aliocation Ermors 1 and 2 (See Staf?s Warkpapers WPB-3.1a and WEeEB-3.1h)

(c) To shiminate fram rate pase the Agustment for Stores Loading and Adjustment for Uninstalied Gas Medules { See Staifs Workpapers WPB-3.tc and WPB-31d}
) T sliminate Kom rate base the Harwell Recreation Facilities allocaed lo uses other than for spacific company purposes. (See Applicant's Schedule B-2.9)

(e} To elimingte fom rate base the Hartwell Golf Course { See Staff's Deta Request No. 133}

{ To elintinate from rate base the Sovision Senter {See Applicant's Schedule B.3.4)

tg) To efiminate from rate base the Sommon Plant Retirement Work in Progress-ARC { See Staff Data Request No. 78 in Case No. 12-1652-5L-AIR}

] To efiminate from eate base the Clopay Bidg. 3 Ascess Ramp {See Staff's Workpapsr WPH- 3,18)

i) To eliminate from rate base the Leasencid improvements tha! are fully amortized {See Applicant’s Schedule B-3.4 & Staff's Schedule B-2.2)
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DUKE ENERGY OHIO, INC,
CASE NO, 12-1685-GA-AIR
ADJUSTED TEST YEAR OPERATING INCOME
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2092

WORK PAPER REFERENCE NO{S).: Staff's Schedule C-2.1 & REVISED SCHEDULE C-2
Staff's Schedule C-3 PAGE 1 OF 1
Laae CADJUSTED
- STAFF'S REVENUE&
ADJUSTMENTS 0 S EXPENSES .
1 OPERATING REVENUES
2 Base Revenua and Riders 3 2587.343927 $ (26,017.157) § 241.328,770
3 Gas Costs Revenue 151,105,778 {13,058,922) 138,045,856
4 Other Operating Revanue 2,733,651 1,807,785 4,641,436
5 Tolal Qperating Revenues 421 183,355 37,168,294} 384,015,062
[
7 OPERATING EXPENSES
8 Operation and Maintenance Expenses
9 Production Expenses
10 Liquefied Petroleum Gas 61,954 0 61,954
11 Other 1214314 0 1,214,314
12 Taotal Production Expense 1.276,268 9 1,276,268
13
14 Qther Gas Supply Expenses
15 Purchased Gas 143,959,346 (5,874,444) 137,984,902
18 Other 1,814,319 ¢ 1,814,318
17 Total Other Gas Supply Expense 1456 773,685 (5,974 444) 138,799,224
18
19 Transmission Expense ) 0 ] v
20 Distribution Expense 23,114,442 {150,050) 22,964,392
21 Customer Accounts Expense 30,317,49% (13,892,724) 16,424 775
22 Customer Service & information Expense 8,053,632 0 8.083,632
23 Sales Expense 176,483 {178,452} 31
24 Administrative & General Expense 37,074,246 (7.052,780) 30021486
25 Amortization of Deferred Expense 3,136,489 {604 B76) 2,531,813
26 Total Cperation and Maintenance Expense 248,824 724 {27.853,108) 221071618
27
28 Depreciation Expansge 41,322,736 2,758,298 44 082 034
29
30 Taxes Other Than Income Taxes
31 Other Federal Taxes 2,484,354 {722,601) 1,761,753
32 State and Other Taxes 50,670,721 {27,533.978) 23,136,745
33 Total Taxes Other Than Income Taxes 53185075 {28.256,577) 24 B9R 498
34
35 Federal Income Taxes
36 Neormal and Surcharge {12,554,563) 5,626,874 (6,928,089)
37 Provision for Deferred Income Taxes 33,479,991 {788,331 32,653 660
38 Total Federal Income Tax Expense 20,925 028 4.840.543 25,765.571
39
40 Total Operating Expenses and Taxes 384,327,883 {48 500 842) 315,817,721
41

42 Net Operating Incoms $ 56855793 _§ 11,341 548 3 68,187,341
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DUKE ENERGY OHIC, INC.

CASE NO. 12.16E5.GA-AIR
ADJUSTED JURISDICTIONAL FEDERAL INCOME TAXES
FOR THE TWELVE MQNTHS ENDED DECEMBER 31, 2012

WORK PAPER REFERENCE NO{S).: SCHEDULE C.4.1, WPC4.1a

REVISED SCHEDULE C4
PAGE 1 OF 1

N

(3}

1 Cperating Income bafore Fedaral

2 Income Taxes 77.780,821 16,162,091 §3,962,912 1} 93,962,912

3

4 Reconciling ltems:

3 Interest Charges {18,527 847} (2,351,968 {21 875613 4 (21879613}

] Net Interest Charges {19.627 847 (2,354, 988) 121.875,613) 0 (21,879,613}

7

8  Tax Degredation (111,680,887 o {111,69C,897) 0 {111.690,687}

% Book Depreciation 43 361 628 2,789,209 46,120,926 0 48,120,926
10 Excess of Tax ovar Book Jepreciation f83.329,065) 2,759,298 {63,580,7713 0 (85,560,771}
11
12 Dther Reconciling ltems:
13 Permanant Diferencas 99572 4 98,672 0 99,672
14 Temperary Ditferences {25 885 100y (512.534) (26, 407 738) JA] (26,407,738)
15 Total Other Reconcifing ltems 25 795,428 512,639 26,308,068 1} {26 308 0686)
16 Total Reconciling ftems {113,652,144) (105.308) _ {113,757,450% Q0 {113,757 450)
17 Federal Taxabie Income {35,871.323) 15 075,785 {19.794 B3IBY 4] {15 794 538)
18

19 Federal tncome Taxes:
20 First $50.000 50000 @ 15% 1,500 7,500 7,500
2 Next $25,000 25000 @ 2%% 5,250 8,250 8,250
22 Next $25,000 25006 @ 34% 8,500 8,500 8,500
23 Next $235,000 235000 @ 39% 91,650 81,6350 91,850
24 Next 38,865,000 9665000 @ 4% 3,285,100 3,286,100 3,286,100
26 Next $5,000,000 5000000 @ 35% 1,750,600 1,756,000 1,750,000
2% Naxt $3,333333 3333332 @ 38% 1,266,867 1,268,667 1,266,667
27 Over 515,333,333 (A) (54,204,656} @ 35% {18,971 630 5,626 876 {13 344 7585 g {13,344 755)
28 Federal lncome Taxes {12 554 963} 5,676,875 {6,928 08B} 0 {6,928 088)
29
30 Deferred Income Taxes:
31 Deferred income Tax on Depreciation 24,039,798 (985,753) 23,073,545 23,073,545
32 Other Deferred income Taxes - Net 9,063,285 178,423 9,242,708 9,242 708
33 Deferred Incorms Tax Adjustment - ARAM 4,128 4,128 4,128
34 Deferred Incorne Tax Adjustment « Flow-Through 682,325 592 325 582,325
35 Amortization of investment Tax Credit (219,048} g (219,045} (219 048}
36 Total Deferred Income Taxes 33.479.261 (788.331) 32,693,680 a 32,693,660
37

38 Total Federal income Taxes 20,925 028 4,840 544 25 765,572 0 25 785 572

{a) Calgulation may be differant gue 15 rountdig
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