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BEFORE

THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Duke
Energy Ohio, Inc., for the Establishment
of a Charge Pursuant to Revised Code
Section 4909.18.

i

In the Matter of the Application of Duke
Energy Ohio, Inc., for Approval to
Change Accounting Methods.

St St e’

In the Matter of the Application of Duke
Energy Ohio, Inc., for the Approval of a
Tariff for a New Service.

N’ et S

Case No. 12-2400-EL-UNC

Case No. 12-2401-EL-AAM

Case No. 12-2402-EL-ATA

DIRECT TESTIMONY OF
WILLIAM DON WATHEN JR.
ON BEHALF OF

DUKE ENERGY OHIO, INC.

Management policies, practices, and organization

X Operating income
X Rate base
Allocations
Rate of return
Rates and tariffs
X Other: Drivers for rate request
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taxable income. The generation of electricity is an activity that qualifies for this
deduction. Generally, a company must have taxable income before this credit can be used
and any unused credit does not carry forward to future years. Nevertheless, the Company
reduced the amount of tax expense by incorporating this special deduction into its
calculation of the income tax rate to be used in the revenue requirement calculation. Here
again, the Company’s revenue requirement calculation mirrors the methodology already
approved by the Commission.

IX. TOTALFIXED COST OF CAPACITY
WHEN ALL OF THE COMPONENTS OF THE COMPANY’S FIXED COST OF
CAPACITY ARE ADDED UP, WHAT IS THE TOTAL REVENUE
REQUIREMENT FOR DUKE ENERGY OHIO’S COST OF PROVIDING NON-
COMPETITIVE CAPACITY SERVICE AS AN FRR ENTITY?
Page 3 of Attachment WD'W-1 summarizes the revenue requirement calculation. The
total revenue requirement, before recognizing any revenue derived from the legacy
generation, is $526,225,032 on an average annualized basis for the period between
August 1, 2012, and May 31, 2015. Dividing this figure by the Company’s retail demand
and then by 365 days, results in a rate of $323.26 per MW-day as the fixed cost of Duke
Energy Ohio’s FRR capacity obligation.

X. CREDIT FOR REVENUE

IS THE COMPANY EXPECTED TO EARN ANY REVENUE FROM ITS
LEGACY GENERATION WHILE IT IS PROVIDING NON-COMPETITIVE
CAPACITY SERVICE AS AN FRR ENTITY?

Yes. These assets will be available to sell energy and ancillary services into the PIM

WILLIAM DON WATHEN JR. DIRECT
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market. As Duke Energy Ohio witness Ben Zhang, Ph.D., describes in his testimony, the -
Company’s proprietary in-house production cost model was used to estimate the value of
the energy and ancillary sales expected for the period August 1, 2012, through May 31,
2015. Based on assumptions about the operating characteristics of the Company’s
generating units, projected fuel prices, projected prices for energy and ancillary services,
and various other inputs, Dr. Zhang projects that the Company’s legacy generation will
carn SEJIN on 2n average annualized basis from the sales of energy and ancillary
services during that period.

XI. NETFIXED COST OF CAPACITY TO BE DEFERRED
AFTER REFLECTING THE ENERGY AND ANCILLARY SERVICE MARGINS
IN THE REVENUE REQUIREMENT CALCULATION, WHAT IS THE
COMPANY'’S NET COST OF PROVIDING NONCOMPETITIVE CAPACITY
SERVICE AS AN FRR ENTITY?
On an average annualized basis, after accounting for energy and ancillary service
margins, it costs Duke Energy Ohio $364,876,433 per year to meet its obligation of
providing noncompetitive capacity service. On a per MW-day basis, the average rate is
$224.15.
WHAT FIGURE IS THE COMPANY USING TO CALCULATE THE AMOUNT
OF COST RECOVERY IT IS SEEKING IN ITS CAPACITY OBLIGATION
RIDER (RIDER DR-CO)?
In any given period, the Company will compare its net fixed cost of providing
noncompetitive capacity service against the below-cost market price being recovered

from PJM. For example, PJM’s final zonal clearing price for the 2012/2013 planning year

WILLIAM DON WATHEN JR. DIRECT
14



Attachment WDW-1

CONFIDENTIAL & PROPRIRTARY TRADE SECRET Page1of24
DUKE ENERGY OHIO DAILY CAPACITY RATES Rate Schedule 101
Twelve Months Ending December 31, 2011 Pagel

1 [[__capacity Daily Rates [before credits for margins from sales of capacity, energy, and ancillary services) |

2 = Annual Production Fixed Cost ¥

3 % (5 CP Demand/365)™

4 $526,225,032

5 $323.26 = 4459.85 / 365

6 [ Copacity Daily Ratas {After credits for margins from sales of enargy and andilary services) |
7 Annual Production Fixed Cost Net of Margins from Energy and Ancillary

$/Mw = Services

3 {5 CP Demand/365)™

9 $364,876,433

10 $224.15 = 4459.85 / 365

11 [ T CapadtyDally Rutes {Netof Existing SelesatF2CP) .~ |
) /MW Annual Production Fixed Cost Net of Existing Sales at FZCP and Margins

1 s from Energy and Ancillary Services

13 (5 CP Demand/365)™

14 $158.08 $257,337,205

15 = 4459.85 / 365

16  Average of demand at time of five highast daily peaks (MW) 4,460

- A AP MR O TR ED SR ST R MR S mw W A e G M A WE D e E TR AN W ek A WP MD AR S W TS GD NE N G SR AR e h W WA MR W SR R MW aw we mE W mn e E e em

Note: ¥ From page3,line 6 +line 7.

® Average of 5 highest monthiy peaks (MW)
form 1, page 400, column (b) less DEK and wholasale demand. (See workpaper)



Attachment WDW-]

CUNFIDENTIAL & PROFRIETARY TRADE SECRET Page 2 of 24
Generator Step Up Transformer Warkpaper Rate Schedule 101
Twelve Months Ending December 31, 2011 Page 2
Line Description Reference Amount

1 GSU & Associated Investment {(A) $23,208,297

2 Total Transmission Investment FF1, P.207, LS8, Col.g 5608,828,977
3 Percent {GSU to Total Trans. Investment) L1/L2 3.81%

4 Transmission Depreciation Expense FF1, P.336,1.7, Colb $11,199,710

5 GSU Related Depreciation Expense L3ixLA $426,928

6 Station Equipment Acct. 353 Investment Ff1, P.207, L50, Col.g $338,926,542

7 Percent (GSU to Acct. 353} L1/Le 6.85%

8  Transmission O&M {Accts 562 & 570) FF1,P.321, L. 93, Col.h, $2,931,899

and L.107, Col.b
9 GSU & Assoclated Investment Q&M L7xL3 $200,764

Note: [A} Same as amount shown in Attachment H-22 Formula rate filed with PJM.



Attachmunt WDW-1

CONFIDENTIAL & PROPRIETARY TRADE SECRET Paped iU
ANNUAL PRODUCTION FIXED COST Rate Schedule 101
Twelve Months Ending December 31, 2011 Page3
tine Description Referance Reqthru5/15'9  Annualized
1 Retum on Rate Base P4, L18 $372,542,287 $131,485,513
2 Operation & Maintenance Expense P11, L12 479,587,228 169,266,081
3 Depreciation Expense P.13, L10 223,343,099 78,826,976
4  Taxes Other Then Income Taxes P.14, L6 177,971,898 62,813,611
S Income Tax P.15,L.7 97,352,081 $34,359,558
6 Total Revenue Requirement Sum (L.1thruLS) §ﬂm Mz&nkm
7 (4) N I
: @ __ NS
9 Total Fixed Costs to Collect Over Remainder of FRR Sum {L. 6thru L8) M
10  Less: Margin on Sales of Energy from Legacy Generation A ] [ ]
11  Less: Anchlavy Servita Revenue fram Legacy Ganeration {A) ___-___
12 Total Revenue to Recover Through End of FRR Sum (L9 thru L.11) 725,235,452 255,965,454
13  Plus: Commercial Activities Tax {B) 3,886,630 1,371,752
14 NetRevenue to Collect $729,122,082 $257,337,205

Note: (A} Internally calculated based on projected market prices, FRR obligations, and projections of market prices.
{8) Commerclal Activities Tax at 0.26% of total revenue.
(C) Reflects the total for the pariod August 1, 2012, through May 31, 2015, which Is the duration of the
Company's FRR obligation.



Amachunmt WDW-1

CONFIDENTIAL & PROPRIKTARY TRADE SECRET Page 40f24
RETURN ON PRODUCTION -RELATED INVESTMENT Rate Scheduie 101
Tweive Months Ending December 31, 2011 Page 4
Line Description | RAeference Amoumt | Demand |  Enegy |
1) [ [
1 ESCTRICPLANT,
2 Gross Plant In Service P.5 LS $3,608,188,601 $3,574,328,638 $33,859,963
3  Less: Accumulated Depreciation 2.5, t.10 1,306,015,709 1,301,540,820 4,474,889
4  Net Plant In Service L2-L3 $2,302,172,892 $2,272,787 818 $29,385,024
S  Less: Accumulated Deferred Taxes PS5, L11 (636,466,948) (638,956,932} 2,489,984
6 Plant Held for Future Use Note (A) - -
7 Construction Work In Progress Note {(A) - -
8 Subtotal - Electric Plant LA+L5+L6+L7 $1,665,705.944 _ $1,633,830,886 $31,875,058
9  WORKING CAPITAL
10 Materials & Supplies
11 Fual P8 L2 $83,305,297 $0 $83,305,297
12  Nonfuel P8, L7 40,681,661 40,681,661 -
13 TotalM&S L11+112 $123,986,958 $40,681,661 $83,305,297
14 Prepayments Note (B] - - .
15 Cash Working Capital Note (A) - . -
16 Total Rate fase LB+LI3+L14+L15  $1,789,692902 $1,674,512,547 $115,180,355
17 Weighted Cost of Capital P.10,L4 7.852% 7.852% 7.852%
18 Return on Rate Base ti6xL17 $140,529,657 $131,485,513 59,044,153

Note (A} None requested.

{8) None requested. Commission approved formule excludad prepayments except for pre-pald pension asset.
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QENFIBENTIAL & PROFMETARY THADR SECART P SelfM
PRODUCTION-RELATED Rate Scheduls 101
ELECTRIC PLANT IN SERVICE, ACCUMULATED DEPRECIATION AND ADIY Pfagn s
Twelve Months Ending Decemmber 31, 2011
— | = T —— ]
] Description L Fonferance — ] [__nifaronce | Amount | m‘n_ 1 ey |
[] ]
1 Groms Flantie Service (Nows A)
2 Plurt in Servicn {Exct, Gen & Intangibie) {Notm [ FF1, P204-207, L100 $5,913,18%.008 FFLPI0S LAGED  53,373.451,453 $3,379, 451,653 0
[ ] Alocsted Genarst & Intangfble Plant P4 L8 A, B0, Ban 55,793.5%0 I.IG5ASS 32,528,003
4 Common Plant PTLLY_ gIes0uss ML9SS0% 0601130  1wnieas
5 Tl eses_ghamuare, Ssmuse, snomes parae
23 1%
& Purcent of Total Gross Plant 1n Service 1.5 + Lina 2, Cal {1} S4.55% $6,02% 053
7 Accum Provision for Daprecition (Notas A & D) FFL P18 $2,091/125,475 P, P19, L0424 81,226,882 383 $1,226,002 383 50
8  GenerslPlant 1, p 219, L28 11,340622 Nots (B) 10,972,730 860,443 4,112 205
9 Alocatad Comman Plant (AT 348816841 8,180,016 _67,78,014 362,002
» T wasas  _gasumes o0 s

I8 Aceum Deferrd ncome Taxss otn A ARZAGem el _[SLASITAN) eS| Saesesw)  puasesy  spuesm
P. 373270 (hask 281, \.B)
P.IT4-275 |Acck 20, LS}
PIYS-ITT (Acct 213, L9}

Note: {A) Escludes ARQ amourits.
(8) Ahacated uaing facters on P.6, Une 15, for Gensral Pant. Sos 7.7 for Common.
(€} inciudes Ropllp 1 d Other Gonoration reletad Mvestmests previously includaed in the trensmission sccouats.
(D] Includes Accumulatesl Deprocistion associated with the Genersior Step-uUp Transfarmars and Othar Generation investments.
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ELECTRIC PLANT IN SERVICE, ACCUMULATED DEPRECIATION AND ADIT Rate Scheduin 101
Twelve Months Ending December 31, 2011 Fagn s WP
Une Toal Lagacy Other
No, Account Title Company Goneration Electric Gu
Account 190 (Detallod Accounts)
1 Accreal NG Pension 5T 211,667 68,326 90,255 53,086
2 Accrual OPEB ST 754,644 43599 321,780 189,265
3 Accrust Post Retirement ST 263,011 84,900 112,148 65,96
F Arcrued Pension Admin Fees 1,297,854 1,298479 {625} .
5 Accrved Vacation 4,101,676 1,468,226 1,492,710 1,140,700
6 Annual (ncantive Plan Comp 1,221,356 696,439 133437 391,380
7 Asset Retivement Obligation TA9180 1,821,556 241,057 5,366,567
8 Bad Debis - Tax over Book 538,955 481,408 57,547
9 Cash Flow Hedge - Reg Asset/Uab {660,340} (660,340} -
10 Demand Side Management (D5M) Defer : . .
i1 Emission Allowance Bxpense 36,290,482 365,398,482
12 Employee Baneiits - i -
13 Environmanty) Reserve (16} - - {18)
14 FAS 106 OPEB OC) 3,612,740 3,612,730 6 4
15 FAS 112 Medical Expanses Accrual 2,389,124 906,861 919,277 562,986
i6 FAS 112 Medical Funding Payment {372.956) {122,885) {57457 {92,613)
7 FAS B7 Noe Qizal Plan OO 42,247 42247 - -
11 FAS 57 Qual Pian OC (18,880,847} 118,380.017) .
19 Federal Benefit of State for 190 CY 54,489 . 54,489
0 Federal Benefit of State for 190 Y 839,212 - 39,22
a Federal Benefit of State an 190 Galn Contingency PY 390,179 . 390,179 -
n FERC - FIT Ad) Offset to Regulatory Asset (254100 {52,634,885) %0 $2,197.237) ($437,548)
23 Gaa Suppher Refunds 147,962 - : 147,962
b7} Igint Owner Pension flscalvable {5.034,932) {5,031,751) {3.081) .
5 Joint Owner Pension Receivatile-NC 6AR2,672 6,482,672 . -
% KY 190002 Adjustment ta Deferreds (34,744) . {34,714} .
27 tease Meter-Current (4,351,201) - 1,695,129 {6,046,330)
r:] Leased Meters - Elec & Gas 15,607,854 . 12,834,583 ,7nIn
29 Mark o Market - LT (1.365,344) (1,365,344) - .
30 Mark to Markat - ST {783,126) {783,126) -
ET S Meters & Transformers - . . .
2 MGP Sites 9,776,179 - (218,438) 9,994,617
33 Miscellaneous {1,283,890) 11,283,890) -
34 Notural Gas in Transit 96,538 . . 96,538
35 Non-qualifed Pansion - Fayment {303,570 (324,585) {178,965} -
36 Non-quaified Pension - Acorual 1,419,357 478,194 647,039 254,124
37 00 - Acnuarial GL NQ {42247} {42,247} . -
38 0Kl - Actuasial GL Quat 18,880,817 1R880.817
9 00 - FAS 106 Acwuseisl Gain/Loss {3,612,598) (3.612.588) .
40 Offsita Gax Storage Costs 3437409 - B 3,437,049
41 OPER Admin Fees {1310,615) {3,309,476} {1,140) -
42 DPEB Expense Acorual 16,139,592 5,103,746 7/069,1315 3,966,711
43 OPER Funding Payment {1,589,025} {680,698) (898,433 (509,894,
44 Other Nonourrent After-t DYA for EPRI Credit 2034 172,807 23,867 23,867
45 Paysbie 401 {X) Match 61,544 20173 26,049 15,322
46 Property Tax - Propane Inventory 536,061 - - 536,061
o Property Tax Reserves 17,258,304 14,450,964 (5,447.194) 8,254,534
a8 Retirement Plan Expense - Underlunded
49

Retirement Plan Funding - Underfunded

16,012,992}

{7.977,650)

5,481,004

8,516.346)
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ELECTRIC PLANT IN SERVICE, ACCUMULATED DEPRECIATION AND ADIT Rate Schedule 101
Twelve Months Ending ODecember 31, 2011 Page Sa WP

Lne Total Lagacy Other

No, Ascount Thie Company -Genssation Elactrie Gas

50 Save-A-Watt Regulated Oeferred Liahility 3820541 - 3824541 -
51 Severance Accrual 5T {19,494) {487} 13,840 (7,460)
52 SIT - Known Reserves - Cur Assat 61,541 76,502 {1a%61) -
53 Surphns Materials Wrive-Off Arset 862,907 862,907 - -
54 Surplus Materials Write—off Liab 4,084 4,084 - E

55 Tat Int Acorual - Non-cur Uak 1,356,403 (376,501) 1,733,004 -
56 Tax Intarast Accrusl - Cur Uab . - . -
57 Unamostized Debt Discount 12,359,590 {4330,151) 1,539,206 (1,368,635}
58 Unamortized Debt Premium 579,251 1,276384 {418,204} {278.929)
[1] Unbitted Revenue - Rusl 4,144,444 - . 4,144,844
0 Uncollectible Provision PIP ADJ !EE! -« - {1,535, 805)
61 Total Account 150 gg_s‘mﬁ 99% mn 719,162

Actount 281 (Detafed Accounts)
62 Poliution Control {$41,315,543) 541,315,543) $0 $0
Account 282 (Detaliedt Accoumts)

63 2638 ADIUSTMENT {6.613,243) {1,555,114) (5,057,525) -
64 481(s} Fixed Apet Retirement 353,687 353,687 - -

] AFUDC Intarest (854,247 182 {652,935) (201,494)
66 Asset Retiremant Costs - ARD (198,911) 192,413 2,698 (394,020)
&7 Book Capital Lease Meters {18, 755,547} {15,225.028) {4,530,519)
] Book Depr On Trans Equip to ADR 310,651 (305) 265,454 45,502
9 Hook Deprecation/Amartization 291,610,629 145,441,734 92,825,604 49,339,291
o Boak Galn/Loss on Property (85,398) 1434 (89,829} -
71 Casualty Losy {53,525,213) {3,525,213) . -

72 Contributions tn Ald (CIACS) 4,298,337 485,708 812,158 2,999,471
3 Coat of Remaval (2,685,591) 82,979 {1,644,822) {1,118,948)
74 Equipment Repairs - Annual Adj (73,214,162) {71,214,162) - -
75 Exoess Sahage 864,620 - 125,782 738,338
7% FAS 33 {5,484,853) (5AT2,458) (15,757) 3,362
77 FERE - FIT Adj Offset t Regulatory Liabldty (182320) 12,467,884 - 16,976,628 5,491,256
78 FERC - FTT Plant Ad) {Uth - 410) {1,018,036,656) (389.773,184) {45,485,251) {133,778.221)
79 FERC - FIT Pant Adj (Ut - 411) 9420173 . 9,420,173 -
80 FERC - FIT Plant Ad] (Ul - 411) {2,737,895) {3,424.067) 490,89 195,274
81 FERC - SIT Ag} Offset to Reguizwry Liahility (1823200 {8792,929) - (7,733,802} {1,059.127)
82 FERC - SIT Plant Ad) {Uth! - 410) (9,175,360) (17,062,5%5) 13,276,898 {5,390,6M3)
a3 FERC - SIT Ptant Adj {Uth 411) 4,433,793 {1,181,782} 4,951,845 564,330
8¢ FERC - SIT Plant AdJ {Util 411) 87,127 . 287,127 .
a5 FIN 48 After Tax NC 202 CY Dec Payable {1L131,353) - {1,121,353) -
86 FIN A8 After Tax NC 282 CY Dac Payable {126,065) {126,065) :
1) FIN 43 After Tan NC 282 CY Inc Payable 4,239,339 - 4,239389 N
88 FIN 48 Afver Tax NC 252 CY Inc Payabie 472,383 472,389

89 FIN48 After Tax NC 282 Gain Contingancy PY Dec Payabla (21,208.671) {21,204,671)

] FIN 4B Alter Tax NC 282 Geln Contingency PY Det Payable (437,159) {437,159}

91 FIN 48 After Tax NC 282 Galn Contingency PY Inc Payable 21,204,668 21,204,668

2 FIN 43 After Tax NC 282 Gain Contingency PY inc Payable A37,160 437,160

93 FiN 48 After T NC 282 PY Dec Pavadla (15,878,859} {15,876,839}



Attanest WOW-2
CORFIDRNTIAL & TROPRAETARY TRADK EBCRET Pepierai
ELECTRIC PLANT IN SEAVICE, ACCUMULATED DEPRECIATION AND ADIT Rate Schadile 101
Twelve Months Ending December 31, 2011 Page Sa WP
Une Total Logncy Cthar
Ne. Account Thia Compary Genarsiion Euctric Gas
54 FIN 88 After Tax NC 282 PY Dec Payable {1,785,521) - (1,785,521)
9 FIN A8 After Tax NC 282 PY inc Payable 33,767,646 - 33,767,646
9% FIN 48 After Tax NC 282 PY Inc Payable 3,778,348 . 3,778,544
97 impatimant of Pant Assets 57,601,570 §7.801L570 . -
%8 KY - Bonua Depreciation Ad] 475,292 172,964 140,399 162,019
9 KY 282101 Adjustment to Deferreds (1,583,542} - {1,683,642) .
100 Loss on ACRS 113,121,594} (216,010} {8,305,308) {4.600,276)
103 Miscelianequs (23,336,458} . (23,336,469) -
102 Non-Cash Overhesd Basls Ad) 38,713,770 3,989,117 34,832,192 {i08,139)
103 OH - Banus Depredation Ad) 158,159 19,737 123,438 14,984
104 OH - Franchise Tex Ad) (64,166) {14,864) 33,013 {16,289)
105 Other Non-Current After-Tax DI, for PPRE $7,880,939 (563,481,303} $107.988,105 {$36.625,863)
06 Other Non-Current AT 5T DTL for PPRE 3,012,312) (9,649,738} 7,863,300 {1,825.874)
107 Purchase Accouming Adjustmant . - - .
108 Repairs 481{a) (Pursuant to 3115) {27.352.656) (27,352,656) - ;
1, Kepairs Allowed on Post ADR Prop {745,844) (270,520) {252,561) (223,663}
110 Section 174 R&E Osduction (956,942} $590,008) {366,934) .
111 Seif Ceveloped Software 17.667.618) (2.609,750) (3,405,012} (1,652,356)
112 T & 0 Repeirs - Annual Adj. - - - .
13 T & D Repairs AR1{a) {pursuant ta 3115) - - - -
114 Tax Dapraciation/Amortization (526,275,801} {173,344,265) (221,558,995) (131,372,540}
115 Tax Gains/Losses (11,078,329} 83,378 11.178.271) 6,564
16 Tax Interest Capitalized 9,224,505 6,400,248 1933385 891,012
117 Total Acoount 282 JEL0E0), 555000033 (3475560506 _ {S262.356.791)
Account 283 (Detalied Actounts)
13 ARD Reguistory Asset (5,141,980} (4,828) {162,568) (4974,154)
119 Defarred Fual Cost Purch Gas Adjustment. 2,098,533 - - 2,088,533
120 Deferred Ohlg Smart Grid Costs 1,857.910 - 1,273,283 584,527
12i Deferred Fipefine (nstallation Costs - - -
n Emission Alowance Trading 143,641,559) {43,641,559) -
123 Inventory & Contract Write-up {1,623,109) (1,623,109) -
124 K¥Y 233101 Adjustrment to Deferreds 17,357 - (17.357) -
125 Loss on Reacquired Dabt-Amort {1.988,719) . (1,276,082} (712237}
126 Mesger Costs 634,496 334,802 196,942 102,752
127 Misceflaneous Clrrent Teable Inc. Ad) - OTL . . - -
128 Miscellanegus NC Tombie iIncome Ad) - DTL {26,118,288) (16,118,288} - -
129 Nonourcent fad Debit Provision 2,190454 . 308,348 1.882,106
130 Other Deferrad State Taotes - After-Yax (2.338,040) . (2,338 A40) .
131 Other Non-Current After-Tax DT {13,210,667) $0 613,210,667 $0
132 Partnarship Income K-1 73930 - 73,930 -
133 POST IN SERVICE - CARRYING COSTS (5,723,329) - (5,723,224)
134 Rote Case - Deferred Costs - . -
138 Reg Assst - Accr Pension FAS1SS - FASS70ual 5,545,067 3,886,713 1,648,354
136 Reg Assut - Accr Pension FAS15B - FASEZNG, {29,861) (119,045} 25,184
137 Reg Anset - Accr Pension FAS158 - FASETOuat [35.682,092) (24,763,664) (10,928,428}
138 Reg Asset - DEQ Econ Dev
139 Reg Asvet - Eler Rate Cass Enpense [#22,108) {373,403) {48,705}
140 Reg Assat - MGF Cons {24,490,345) {R34,746) 123,655,599}
141 Reg Asset Hurricane e Storm Camege {4,495.822) (4,495,822) -
142 Reg Asset Smart Grid Deferred Depr. {2318.417) (2,226, 548) (591,868)
143 Rag Assat Smart Grid Ofg Other Q&M [5,578,268) (3,571,388} {2.006,879)
144 Reg Asset Smart Grid Gas Fumace {2,448,11%) (2,448,113) -
145 Rug Atset Smart Grid PISCC {3,543,660) - (2,838,737} {704,923)
146 Reg Asset/Uab Oef Revenue {3.007.945) {3,007,946) - -
147 Reg Asset/Liab Def Revanus NC 78,634 78,634 - -
148 Reg Amet-Pension Pust Retirement PAA-FAS 106 and Oth 18,981,533} - 15,669,530} {3,311,943)
19 Reg Asset-Pension Post Aetirement PAA-FASS?NG and Oth {135.944) . {84,576} {51,068}
1% Rog Asset-Pension Post Retirement PAA-FASB?Cual and Dth {18,118,251) {11.424,050) {6,694,201)
151 Aag Uab RSt & Othar Misc Dfd Cons 57.906 . 57,906 -
52 Retirement Pizn Expensa - Overfunded 62,181,262 12,053 453 31,682,075 8535,719
153 Revrement Pisn Funding - Overfunded {28,566.515) - {28,566,515) -
154 Reverse Book Partnership Earnings . . - .
158 RSP Costs Capitalization {39,143,229) 139,243,239) .
=6 RTC Amouniiation - - .
157 Sec 481 Ad] - State tne Tan {888) {886) - -
158 Tax It Accrual - Now-tur Assat {502,819) . 502,819 .
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CONFIMNTIAL & FROTIIETARY TRADK SRCREY Fam¥of2d

ELECTRIC PLANT 1N SERVICE, ACCUMULATED CEPRECIATION AND ADIT Rate Schedule 101
Tweive Months Ending December 31, 2011 Page Sawp
Lne Total Lagecy Other
No. Account Titke Company Genarstion Sactric Gas
159 Tax interest Acorusl - Cur Asset - - - -
150 Vacatton Corryover - Reg Assat {1,862,525] - {1,166 M4S) {686,080}
161 Total Account 280 TS | GovoBisey _ (eSeo) __{5208225)
Total Account 190 $106,154,529 $49,812.484 $28,622,879 $27,719,182
Total Account 281 (641,315,543} (541,315,543) S0 )
Totel Account 282 {51,295,822,630) {4553,900,933) {$479,564,908) {$262,356,791}
Total Account 283

—{on08060) ___(360s08) __(45208.2%)
11A%5,857,338) 636,466,348) (519,54.53) (279,845,854)
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COMFIDENTIAL & TROPRIETARY TRADE AECRET

Avnxchmt WDW.1
Page fdal

PRODUCTION-RELATED GENERAL PLANT ALLOCATION (Gross Plant) Rate Schedule 101
Twebva Months Ending December 31, 2011 Page 6
Toml Allocation Ralstad in
tine Azt Description Systans (A) Facsor Prochation Damand _Etevgy
] @ (Be{1}{2} “ )

1 GENERAL PLANT {A)
2 389  Land $951,856 8 $489,417 $305,997 $183.420
1 390 Structures 24,870,920 {B) 13,787,907 7,995,340 4,792,567
4 301 Office Fumiture & Equipment 3,012,092 (8} 1,548,730 58,307 59042
5 392  Transportation Equipmant 4,249,299 (8} 2,184,866 1,366,036 818,830
6 393  Stores Equipment . (8} 0 1] 0
7 394 Tools, Shop & Garage Equipment 13,977,270 (8} 7,186,707 4493321 2,693,386
8 355  Lab Equipment 115,120 ()] 64,328 40,220 24,108
9 396  PowerOpersted Equipment 1,088,311 (@) 559,578 349,863 209,715
10 397  Communications £quipment 41,972,534 {8} 21,555,867 13,477,308 A078564
11 388 Miscelansous Equipment 71,748 [7}] 36,990 23,085 13,826
12 Sum  Subtotsl $90,270,138 $46,414,290 §29,019,452 $17,394,438
13 Calc  Percent 51.417% 2.147% 19.270%
" 303  INTANGIBLE PLANT $78,533,402 ® $40,379,600 $35,345,403  $15,133,197
15 Cilc  Percent 51417% 32.147% 19.270%
18 Sum  TOTAL GENERAL AND INTANGIBLE $168,803,540 $86,753,890 $54.265 855

Note: (A) Dats from Form 1, pages 204-207.

FF1, P.354, Cok(b), L20.
c. Production Labor as Percent of All Labor (o, ARG)
d. Fercont uction lshor allocated to demand

mintstrative and general expanss, FF1, P_358, Col.(b), Ln.28 - L27.
Production wages and salaries in electric oparation and maintenance expense,

12 wp)




Attnchameut WOW-1

CONFIRENTIAL & PROPIIETANY TRADE SECREY Pags 16 o 24
PRODUCTION-RELATED COMMON PLANT ALLOCATION (Gross Plant) Rata Schedule 102
Twalve Months Ending Decamber 33, 2011 Page?
Yozl Production
Une Acct COMMON PLANT Systam (A) Elactrie (B} Demand
=] [£] ] ]
Organization $60936 $50.882
1 1030 Misceiianeous intangibla Plant 121,525,222 101,473,560
2 1890  Land and Land Rights 2,159,616 1,803,279
3 1900  Structures & improvemants 114,812,886 95,368,760
4 1910  Office Fumniture & Equipment ' 3,937,989 3,280,221
] 1911  Electronk Data Processing - Non SmanGrid MmN 649,400
[ 1920 Transportation Equipment 85,311 71,235
7 1921 Trallers 474,373 396,018
] 1930  Stores Equipment 170074 142,012
9 1540  Tools, Shop & Garage Equipmaent 1,581,518 1322246
10 1950  Laboratory Equipment 23,250 19414
1 1960  Power Oparated Equipment 153,895 128,506
12 1970 Communication Equipment - Non SmartGreid 51,956,109 43,383,351
13 1980  Mhcellanecus Equipment 429,603 358719
14 1990, 1991 Retirement Wark in Process - ARQ 95,735 83,273
Total Common Plant  (FFL, Pg. 201, L8, Col.h}) 5298&155 _l
Common Flant Alocated to Electric $249,038.879 ———l
17 Allocated to Production (€] ' $140,603,130 $1,331,928
18 Accumulated Depraclation (FF1, Pg. 201, L.14,Col.(h)) 5143816541  $120.086 812 $€7,790_‘014 sxm

-------------- e A S S S U W A W M e m m am A S R D W D SN S D e aw . G S AR T D S SN AN SR B R G i e R R AR R MR AN B R S M W A e A A

Note: (A} Form 1, page 356.
() 83.5% Common Plam Allocation factor {Form 1, Paga 356.2).
(C) Electric share of common plant times allocation plant allocation factors on P.S.



Atiachmrsl WW-4
CONFIBENTIAL & FROFETARY TRADE SECEEY . Pogn 28 al 24

PRODUCTION-AELATED MATERIALS & SUPPLISS ' Rete Scheduin 101
Twaive Months Ending December 31, 2011 Pemd
Reference [ Amount Reference |  Amourd |  Demend |
RICE T EEnce o - JEIT_
1 Materink & Suppllas §8)
2 Rl FFY, P.227, LY, Col(e) $83,305,297 $£3,305,397 i $83,305,297
3 NooFue
4  froduction FFL, P.227,L7 $40,712,928 (e} $40,681,661 $40,581,661 30
5 Transmission FFL, P.227,L8 15,567,661 0 0 0
€  Distribution FFL, P277,19 53,246,189 0 0 [
7 Totsl Non-Fue LA+L5+L6 5109526778 $40,681.561 $40,561,661 $0

Note: {A} Form 1 includes Gas & Slacteic.
{8) Aloeatian ta Etectric from imtermsl Accounting Records.



Atiathmen 'WDW-1

CORFIRENTIAL & FROFEITTARY TRADE SRORKT Foga 163038
PROOUCTION-RELATED GENERAL PLANT ALLDCATION Rote Schedule 101
ADMIMISTRATIVE & GENERAL EXPENSE ALLDCATION Puge 9
Twelve Months Ending Dacember 21, 2011
“SVSTM PRODUCTION __
[Azount [f_ Reference | Amoure Reference | Amoumt Désmiand Energy
in [F] [£] 7] [C]

1 Administrative & Genersl Expense

1 RaistedtoSaisries & Wages

3 ARG Sslaripy a0 F1,P323 $39,458.630

4 Cutside Services 93 FF1, p.323 23,949 569

1 Employee Penslon & Benefits 26 FFl, P.323 29,270,593

6 OfficeSupplieg 73 FFL, P.323 25,537.635

7 injurtes & Dammuges 525 FF1, P323 5,550,

[ ] Fravichise Raquirements 97 FF,p33 o

9  Dupiitate Chacges - Vr., 91 tEL, P33 (2.177,122)

10 Tota L3ty 5132589962 w $68,173 918 $42,624,151 425,549,766

11 Misceflaneous General Expsnses 830.2 FF1, P323 41972 )] 216,966 135,653 81,313

12 Admin Expense Transfer - Credit 922 FF1, P33 2,489 (C1) 1,280 800 480

13 Property insursnce 924 FFL P33 5635613 c 3,167,094 3,157,185 9,508

14 Aegulstory Commitsion Expenses 28 FF1, P323 0 ('] ] Q9 0

15 Rems 931 FFl, paAR 12,240,223 ["}] 6,293,568 3,934,907 1.358,661

16 Maintanance of General Plant 935 fF1, P32 3338824 w 716,727 _107334 543383

17 ol ARG Expense Lot 16 _$154229083 Sseess) | gsomemn | smsensu

Nots: Al costs agsociyted with plants transferred to DECAM have besn removed fram Column (1)
{A} Alocation X besed on Ssissies and Wages from Note B, P.S,
{B) Excludes all raguistory assessanents.

{C} Allocution % based on Pant from .5, LS.



Altachmsnt WDAV-2

CONFIDENTIAL & PROPRIETARY TRADE EECRET Page 1724
Duke Energy Ohlo {Cansolidated) Cost of Capital Rate Schedule 101
Twelve Months Ending Decamber 31, 2011 Page 100
Totad Waeighted Weighted
Company Cost Costof Cost of
Ling Description Referance Capitalization Ratios Capital Capital %
o) @ L] {Gef2nd}
1 Long Term Debt (A} t $2,542,087,279 46.84% 4.11% 1925%
2 Preferrad Stock {B) 0 Q.00% 0.00% 0.000%
3 Common Stock © 2,885,228,457 53.16% 11.15% 5.927%
4  Total 5A27, 736 200.00% 7.85%

Note: {A) Page 10 WP,
{8} Duke Energy Ohlo has no preferred equity.
{C) Page 10WP.
ROE hased cn approved rate in Casa 10-2929-EL-UNC.
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Attt WDW-{,

CONFIDENTIAL & PROPRIETARY TRABE SECERT Page19al24
ANNUAL FIXED COSYS Rate Schedule 101
PRODUCTION O & M EXPENSE Pageli
EXCLUDING FURL USED I ILECTRIC GENERATION
Ywaiva Months Einding facember 51, 2031
tna Account Totel {Damand} (Energy)
No. Dascription Mumbar Company Fixad Variable
(] @ =

1 Fuel and Fuel Aelated Expenses 501 $493,120,673 $493,120,673

2 Remts 507 509,240 509,240 0

3 Other Pmduction Bpenses (C) 557 25,319,519 25,319,519 i)

&  System Comtrot of Load Dispatching 558 0 ] ]

S Other Steam Expenses [C) (A} 199,881,780 92,310,519 108,580,002

6  Combustion Turbine N o

7  Purchased Power (D} 558 173,973,216 0 o

8  Totxl Production Expense Excluding

9 Fuel Used in Electric Gensration above $892,804,428  $118,139278  5598,700,575

10 A&GExmensaP.10, L17 79,589,553 50,926,039 28,563,511

11 Generator Stap Up related O&M (a) 93 764 2,73

12 TotalO&M 3z, $630

LR R Y T L E R P R N T Y R LY P A LR

ROTE: (A) Amounts recorded in Accounts 500, 502-509, 510-514, 546, 538-550 and 551-554 classified into Flxed
and Varlable Componants in actordance with P.13 and P.13 WP.

{B) FF1, P.A21, 193 & L 107 (ACCTS. 562 & 570 timas GSU investment to Account 353 ratio (Ses P.2)

(C) Excludes costs attributable to the Midwest Gas Assats transfirred to DECAM in Aprd 2011.

{D) For purposes of calculating the revenues requirement on page 3, 3l purchased power ixpense ks forecasted through

remainder of FAR, 2011 actual expense is ignored.
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CLASSIFICATION OF FIXED AND VARIABLE
PRODUCTION EXPENSES
Twaiva Months Ending Decornber 31, 2011

COMPIDENTIAL A PROPRIETARY TRADE HECEET

Rate Schedule 101
Page 11

Fi

Description

H
I

4

B NEsEbbBEBoevaviawne

EEBBUSRABEYE LBRNGLEEENNG

SEEn6eB2

POWIER PRODUCTION EXPENSES
Staar Powet Genarution

Operation supervision and angineering
Fued

Steam expensey

Steam from other sources

Steam transferred-Cr.

Electric mxpenses

Miscalianeous steam powar expenses
Rents

Alowances

Maintenance supervision and enginearing
Muintenanca of structures
Maimenance of boller plant
Maintanance of electric plant

Maintanance of miscellaneous steam plant

Total steam power generation expenses
Hydraulic Power Genarstion
Operatton supervision and engineering
Watar for power :
Hydraalic expenses
Elactric expanses

Misc. hydravlic power generation expenses

Rants
Maintenance supervision and engineering
Maintenance of structures

Maintenance of reservolrs, dams and waterways

Maintenance of electric plant

Malntenance of miscellaneous hydraulic plant

EEEYBREREEE

SER

BEEEEEEREER

Total hydraull; power genaration expenses

Other Pawer Gangration

Operation supervisian and angineering
Furl

Generation expanses

Miscelianeous other powar gensration expenses

Rents
Maintenancs supervision and engineering
Maintenance of structures

Malntanance of generation and elactric plant
Malntanance of misc, ather power generation plant

Total other powar generation expenses

Other Pouer Supply Bpenses
Purchased powar
Syswem control and load dispatching

Scheduiing, System Control & Dispatch Services
Aeliabiiity, Planning and Standards Development

Other expenses
Station equipmant operation axpense (A)

Station aquipment maintenance expense (A)
Market Faciitation, Monitoring and Complance Services

FERBELELE

LY

N
%3

Note: (A) Allocabla share of Generator Step-Up Charges from page 2.

B EEEEEERE]

-]

B

EE O OREM

Attachenast WEW-1
Pagm 2ol 24



Attnchrneot WDW-1

CONVIDRNTIAL & FROFRIETARY TRADE SECRET Fage 2t efld
PRODUCTION-RELATED DEPRECIATION EXPENSE Rate Schedule 101
Twalva Months Ending December 31, 2011 Page 13

Dapreciation {Demand) (Energy)

Line Production Plant Expensa Fixad Variable
() [F] {3
1 Steam (A) $70,962,135  $70,962,135 50
2 Nuclear 0 Q 0
3 Hydro 0 0 0
4  Conventional 0 0 0
5  Pump Starage 0 0 0
6 Other Production (8) 191,607 191,607 0
7 Int.Comb 0 0 0
8 Production Related General, Common & intangibie Plant (C) 14,993,358 4,819,966 2,889,184
8  Common Plant (0} 5,146,873 2,426,340 12,977
10 Generator Step Up Related Depreciation (€) 426,928 426,928 0
11 Total Production e io k720,901 S78826976 $2.902,161

Note: {A) P.336 of the Form 1, L.2(b}. Exciudes expenses for ARDs.
{8) Exclucies depreciation associated with assets transferred to DECAM during 2011.
{C) Total General & intangible Plam {from P.336 of the FF1 adjusted for amortization adjustments)
times ratio of Production Aelated General Piant to Total General Piant, computed on P. 6.
(D) P.336 of Form 1, L11(b). Alocations based on ratio of plant from P.7.



CONFIDENTIAL & PROPRIETARY TRADE SECURT

PRODUCTION-RELATED Rata Schedule 101
TAXES OTHER THAN INCOME TAXES Page 14
Twuive Months Ended December 31, 2011
Systam Production Amount
l Description | [ Reference | A-‘:nl Aflocstor | Demand
[+)
1 Lahor Reisted (A 9,506,465 L] $4,887,949
2 Property Related Y 100,481,972 {Q 56,292,030
3 Other {A} 29164018 {€) 1,533,612
4 OhblpExcise (kwh) Tax A 71,919,288 (o} 0
5 Commardial Activities Tax A) 352_0&28 [{4] 4]
[ Total Taxes Other Than Income Taxes sum S:ﬂm __w;_
Note: (A) Taxes other than incoma Taxes will be those reparted in FFL, P. 262 & 263. Bxxjudes taxes associated
with assets transferrad 10 DECAM.
{8) Totsi (Col. {1), L.1) atictated on the basis of wages & salaries in
Electric O & M Expenses (excl. A & G), P.354, Col.|b} and Servicas
Amount_ %
(1) Total W & S {excl. A B G) 104,144,423 100.00%
{2) Production W & S 53,548,045 5142%
{3) Praduction WAS (Percent Demand) $252%  ——> {See P.12 workpaper)

{C} Alocated hased on gross plant {Page 6). (Exxludes taxes an assets transfesred to DECAM).

(D} Recovered via separate rider In distribution charges.

{€) Actual amount for 2011 is ignared. instead, the CAT Is Incorporated In revenue requiremant calcuiation on P.3.

Ainclenent WHU-1
Pge el M



Attnchment WDW-]

CONFIDENTIAL & PROPRIETARY TRADE SECRET Page 3ol 24
PRODUCTION-RELATED INCOME TAX Rate Schedule 101
Twelve Months Ended December 31, 2011 Page 15
(Demand) (Energy)
Line Description Reference Amount Fixed Vartable
{1 {2} {3)
1 Return on Rate Base P4,L18 $140,529,667 $131,485513 $9,044,153
2 Interest Expense P.10,L.1*P4,L.16 34,446,005 32,229,142 2,216,862
3 Taxable income L1-L2 106,083,662 99,256,371 6,827,291
4 Effective income Tax Rate P.1§,L.2 35.2796% 35.2796% 35.2796%
5 Income Tax Calculated £1xL2 37,425,927 35,017,284 2,403,643
5 ITC Adjustment P.16,£.13 {663,957) (657,726) (6,231)
7 income Tax L3+L4 $36,761,970 $34,359,558 52,402,412
3 Commercial Actlvities Tax ORC 5751 0.26% 0.26% 0.26%



Attachrsent WDW-1

CONFIDENTIAL & PROFRIETARY TRADE SKCRET Paga 24 of24
COMPUTATION OF EFFECTIVE INCOME TAX RATE fate Schedule 101
Twelve Months Ended December 31, 2011 Page 16
Line Description Reference Amount
1 T=1-{[{1-5T)*(1-FiT)] /(2 - SIT* FIT * p}} * {1 - DPAD} = (A) 31.85000%
2 EIT={1/{1-T}} * (1-{WCLTD/WACC)) = 35.2796%
3 where WCLTD and WACC from Exhibit B-11 and FIT,
SIT & p as shown below.
4 GRCF1/(1-T) 1.467351431
5 Federal Income Tax Rate AT 35.0000%
1] State income Tax Rate SIT 0.0000%
7 Percent of FIT deductible for state purposes p 0.0000%
3 Weighted Cost of Long Term Debt WCLTD 1.9247%
9  Weighted Average Cost of Capltal WACC 7.8522%
10 Amortized Investment Tax Credit (enter negative) FF1,P.114,L.19, Caolg (5800,115)
11 Gross Plant Allocation Factor L.19 56.55%
12 Production Plant Related ITC Amortizaticn L10xL11 {452,487)
13  MCAdjustment L12xL4 (663,957)
Sross Plant Allocator Total
14 Gross Plant P.6, L6, Col.2 $6,380,218,703
15 Production Plant Gross P.6, L5, Col.2 3,608,188,601
16 Demand Related Production Plant P.6,L5,Col3 3,574,328,638
17  Energy Related Production Plant £.5,LS, Col.4 $33,859.963
13 Production Plant Gross Plant Allocator L16/L1S 56.55%
19  Production Plant - Demand Related L17/L 16 99.06%
20 Production Plant - Energy Related L.18 /1.16 0.94%

Note: {A) Gross Domestic Production Tax Credit, Section 199, intemal Revenue Code.

Assume 9% of Taxable Income for cradit.
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Revenue Raquiremant for Capacity Cost Caicuiation
Tatal For
| Description | Pariodi{a} | | AvgAnmual | | Comment ]

1 NetCapachty Revenue | ] N

2 Nat Capacity Cost

3 Net Revenue from Capacity Sales

4 Energy & ASM Credit I . B 5::don Commercial Business Model

5 Total Revenue (Current Projection) $625,561 $220,785  Sumlines 1thru 4

6 Fixed Costs (excluding return) %43 9057 310,907  O&M, Depreriation, Other Taxes Based on 2011 Form 1

7 Earnings 8efore Interest & Taxes (255,341) (90,120) Line5-lineé

8 Interest Expense 91,316 lz.208 Witd avg cost of debt at 12/31/11 from SEET times Rate Base
9 Taxable income [346,656) {122,349)  Revenue reguired for 0% ROE (/.e., Break even)

10 Retumn on Equity at 11,15% ROE 281,225 99,256 incremental Revenue to go from of 0% ROE to 11.15% ROE
11 income Taxes an incremental Return + CAT 97,353 34,360 Reflects adjustment for Gross Domestic Production Tax Credit
12 Commercial Activities Tax 3,887 1,372 0.26% of Total Revenue

13 Total Incremental Revenue Required ' 4729,122 $257,337

14 Total Cost of Capacty I — BN S

1S Average Annuailzed Net Amaunt $729,122 $257,337 L1411

16 Average Capacity Rate {5/MW-Day)

17 Total Cost of Capacity (Before FZCP Sajes) §224.15 L.24 = 5 CP{4459.85 MW) + 365 days

18 Net Cost of Capacity (After F2CP Sales) $158.08 L.15 + 5 CP {4459.85 MW) + 365 days

19 fate Base 51874515 P.4 {Attachment 8)

20 Equity Ratio 53.2% P.10 {Attachment B)

21 Eamings Before Interest & Taxes ($90,120) Line 7

22 Tax Expense {43,164} Line 21 * Tax Rate

23 Earnings After Taxes (546,956) Line 21 - Line 22
24 Return on Rate Base -5.27% Line 23 + [Line 19 * Line 20)

25 Interest Expense $32,229 Line 8

26 Net Income (579,185} Line 23 - Line 25

27 Retum on Equity -B.90% Line 26 + {Line 19 * Line 20)




