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I. INTRODUCTION AND PURPOSE 
 
Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is Brian D. Savoy, and my business address is 550 South Tryon Street, 2 

Charlotte, North Carolina 28202. 3 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 4 

A. I am employed by Duke Energy Business Services LLC (DEBS) as Director Financial 5 

Forecasting & Analysis, Financial Planning and Analysis. DEBS provides various 6 

administrative and other services to Duke Energy Ohio, Inc., (Duke Energy Ohio or the 7 

Company) and other affiliated companies of Duke Energy Corporation (Duke Energy).   8 

Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND 9 

PROFESSIONAL EXPERIENCE. 10 

A. I earned a bachelor of business administration degree in accounting from Lamar 11 

University in Beaumont, Texas.  I have also completed the Advanced Management 12 

program at the Fuqua School of Business at Duke University. I am a certified public 13 

accountant in both Texas and Ohio.   14 

Prior to joining Duke Energy, I was a Manager with the international accounting 15 

firm, Deloitte & Touche, based in Houston, Texas. During my tenure at Deloitte & 16 

Touche, I served various energy clients through audit and consulting services.   17 

I joined Duke Energy in July 2001 as Manager of Technical Accounting in 18 

Houston, Texas, and, in December of that year, I was named Director of Risk 19 

Management Accounting.  In April 2004, I was promoted to Senior Director of Risk 20 

Management Accounting and Analysis at Duke Energy North America in Houston, 21 

Texas.  In this role, I led the derivative accounting and trading control functions for the 22 
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energy trading and marketing activities of Duke Energy.  1 

In April 2006, I was promoted to Vice President and Controller of the 2 

Commercial Power unit of Duke Energy in Cincinnati, Ohio.  In this role, I was 3 

responsible for the financial accounting, reporting, and internal controls of Duke 4 

Energy’s non-regulated generation and Duke Energy Generation Services businesses.  5 

In March 2009, I was appointed to as General Manager of Corporate Financial 6 

Planning & Analysis in Duke Energy’s headquarters in Charlotte, North Carolina.  In that 7 

role, I was responsible for leading the financial forecasting and planning for the 8 

corporation. In January 2011, my title was changed to Managing Director of Corporate 9 

Financial Planning & Analysis, but there was no change to my responsibilities.  10 

In July 2012, upon the close of the merger between Duke Energy and Progress 11 

Energy Corporation, I was named Director, Financial Forecasting and Analysis. As a 12 

result of this appointment, I retained my existing responsibilities and expanded them to 13 

include financial forecasting and analysis for the Progress Energy operating utilities, 14 

service company, and non-regulated subsidiaries. 15 

Q. PLEASE SUMMARIZE YOUR RESPONSIBILITIES AS DIRECTOR OF 16 

FINANCIAL PLANNING & ANALYSIS. 17 

A. I lead and direct a team of approximately thirty professionals in the preparation of the 18 

short- and long-term financial forecasts of earnings and cash flow for Duke Energy, 19 

including each operating unit, such as Duke Energy Ohio.  This role also includes 20 

financial modeling of sensitivities and strategic scenarios and evaluating the projected 21 

financial impact of those alternatives.  The primary deliverables from this group are 22 

financial presentations to senior management and the board of directors, as well as 23 
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financial targets for employee incentive compensation.   1 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE PUBLIC UTILITIES 2 

COMMISSION OF OHIO? 3 

A. Yes. I have previously testified before the Public Utilities Commission of Ohio 4 

(Commission) in Duke Energy Ohio’s application for approval of a market rate offer, filed 5 

under Case No. 10-2586-EL-SSO, et al., and in Duke Energy Ohio’s application for 6 

approval of an electric security plan, filed under Case No. 11-3549-EL-SSO, et al. 7 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THESE PROCEEDINGS? 8 

A.  The purpose of my testimony is to sponsor the Company’s pro forma financial 9 

projections of its legacy generation assets for the period between August 1, 2012, and 10 

May 31, 2015. My testimony addresses the financial projections of the legacy generation 11 

assets during this time horizon, including net income projections, return on equity 12 

projections and balance sheet projections. 13 

II. DISCUSSION 

Q. PLEASE EXPLAIN WHY YOU SELECTED THE PERIOD BETWEEN AUGUST 14 

1, 2012, AND MAY 31, 2015, FOR PURPOSES OF PREPARING THE 15 

FINANCINAL PROJECTIONS. 16 

A.  The period between August 1, 2012, and May 31, 2015, reflects the relevant period for 17 

purposes of the cost-based capacity charge that Duke Energy Ohio is requesting in these 18 

proceedings. As explained in greater detail in the Direct Testimony of William Don 19 

Wathen Jr., the Company is seeking the establishment of a charge for its noncompetitive, 20 

wholesale capacity obligations as a Fixed Resource Requirement (FRR) entity and is 21 

further seeking associated deferral authority. Although, as I understand, Duke Energy 22 
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Ohio’s FRR obligations were first effective on January 1, 2012, the Company is seeking 1 

deferral authority as of August 1, 2012. And May 31, 2015, is the other relevant date for 2 

purposes of my calculations, as that is the date on which I have been told the Company’s 3 

FRR obligations will terminate.  4 

Q. WHAT ARE THE ATTACHMENTS FOR WHICH YOU ARE RESPONSIBLE? 5 

A. I am sponsoring the following items: 6 

•  BDS-1: Projected Statements of Income 7 

• BDS-2: Projected Balance Sheets 8 

• BDS-3: Return on Equity 9 

Q. PLEASE IDENTIFY AND DESCRIBE ATTACHMENT BDS-1. 10 

A. Attachment BDS-1 is the projected Statement of Income for the period at issue in these 11 

proceedings. These projections are derived from Duke Energy Ohio’s proprietary models 12 

that project gross margin based on the expected sale of economic generation volumes 13 

priced using executed wholesale contracts or forward market prices. Operating expenses, 14 

depreciation, property taxes, interest expense, and income taxes are projected estimates 15 

based on Duke Energy Ohio’s operating assumptions in the next three years. The 16 

financial projections in this and all attachments are limited to the generation business as 17 

that is the segment of the Company providing the noncompetitive FRR capacity service 18 

at issue in this case. 19 

Q. PLEASE IDENTIFY AND DESCRIBE ATTACHMENT BDS-2. 20 

A. Attachment BDS-2 presents the Projected Balance Sheets for the legacy generation assets 21 

of Duke Energy Ohio as of December 31, 2012; December 31, 2013; December 31, 2014; 22 

and December 31, 2015.  23 
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Q. PLEASE IDENTIFY AND DESCRIBE ATTACHMENT BDS-3. 1 

A. Attachment BDS-3 is the projected Return on Equity for the legacy generation of Duke 2 

Energy Ohio for the years ended December 31, 2012; December 31, 2013; December 31, 3 

2014; and December 31, 2015. 4 

Q. WHY DID YOU INCLUDE ON ATTACHMENTS BDS-2 AND BDS-3 5 

INFORMATION FOR THE TWELVE MONTHS OF 2012 AND 2015? 6 

A. Balance sheets reflect an end-of-period view. And the end of period that Duke Energy 7 

uses in its reporting systems is the end of the year. Thus, the content of Attachments 8 

BDS-2 and BDS-3 reflects end-of-year balances so as to ensure that the information is 9 

accurate.  10 

Q. HOW ARE THESE ATTACHMENTS RELEVANT TO DUKE ENERGY OHIO’S 11 

REQUEST AS REFLECTED IN ITS APPLICATION FILED IN THESE 12 

PROCEEDINGS? 13 

A. These attachments identify the significant financial harm to which Duke Energy Ohio has 14 

been and will continue to be exposed in the event its proposals, as described in these 15 

proceedings, are denied. As these attachments confirm, Duke Energy Ohio’s projected 16 

returns on shareholders’ investment range from a loss of 3.6 percent to an even more 17 

significant loss of 13.5 percent. These attachments also establish that Duke Energy Ohio 18 

requires approximately $134 million on an annualized basis through May 31, 2015, to 19 

earn even zero percent on its equity investment.  20 

Q. WHY DO YOUR CALCULATIONS DIFFER FROM THE STATEMENTS IN 21 

THE APPLICATION AS TO PROJECTED RETURNS ON SHAREHOLDERS’ 22 

INVESTMENT AND THE MINIMUM AMOUNT NEEDED ON AN 23 
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ANNUALIZED BASIS FOR DUKE ENERGY OHIO TO EARN EVEN ZERO 1 

PERCENT ON ITS EQUITY INVESTMENT? 2 

A. The data in the Application is based in part on information from financial statements 3 

presented in the FERC Form 1 as of and per December 31, 2011, while the data in the pro 4 

forma financial projections are based on more recent financial forecasts. 5 

Q. WHAT ASSUMPTIONS DID YOU MAKE FOR PURPOSES OF DEVELOPING 6 

THE PRO FORMA FINANCIAL PROJECTIONS THAT ARE ATTACHED TO 7 

AND A PART OF YOUR TESTIMONY? 8 

A. The margins in the pro forma financial projections are based on the 2012 6&6 forecast 9 

for the legacy generation assets, which align with the revenue requirement calculations 10 

presented in Attachment B to the Application in these proceedings. Items below margins 11 

and Balance Sheet values were sourced from the 2012 2&10 financial guidance 12 

projections, which were the most recent long-term projections for those items prior to 13 

August 2012. In addition, an estimated effective tax rate of 38 percent was employed in 14 

the analysis. 15 

Q. WHAT IS THE METHODOLOGY THAT YOU EMPLOYED IN PREPARING 16 

THE PRO FORMA FINANCIAL PROJECTIONS? 17 

A. The pro forma financial projections were developed consistent with the methodology 18 

utilized by the Company for preparing its normal operating forecast. This process 19 

involves input from various groups within the Company, with the key inputs from these 20 

groups related to generation dispatch, fuel costs, operating and maintenance activities, 21 

capital expenditures, and financing.  22 
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III. CONCLUSION 

Q. WERE ATTACHMENTS BDS-1 THROUGH BDS-3 PREPARED BY YOU OR 1 

UNDER YOUR SUPERVISION? 2 

A. Yes. 3 

Q. IS THE INFORMATION CONTAINED IN ATTACHMENTS BDS-1 THROUGH 4 

BDS-3 TRUE AND ACCURATE TO THE BEST OF YOUR KNOWLEDGE AND 5 

BELIEF? 6 

A. Yes. 7 

Q. DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY? 8 

A. Yes. 9 
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Attachment BDS -1
Page 1 of 1

Line Aug - Dec 2012 2013 2014 Jan - May 2015

1 Operating Revenues
2 Capacity Revenue 11,802,931         41,427,150         155,504,296      95,960,100         
3 Energy Sales 228,640,743      495,966,716      526,808,948      239,495,186      
4 Ancillary Services 2,138,573           5,132,576           5,132,576           2,138,573           
5    Total Electric Operating Revenues 242,582,247      542,526,442      687,445,820      337,593,859      

6 Cost of Generation and Purchased Capacity
7 Fuel Cost 200,895,440      338,080,765      345,387,297      160,049,396      
8 Emission Cost 58,692                 -                       -                       -                       
9 Capacity Purchase Cost 4,627,518           17,823,358         72,599,349         45,124,106         

10    Total Cost of Generation and Purchased Power 205,581,650      355,904,124      417,986,645      205,173,502      

11 Gross Margin 37,000,597         186,622,319      269,459,175      132,420,357      

12 Operating Expenses
13 Operation and Maintenance 90,275,958         212,270,136      216,524,667      94,818,807         
14 Depreciation and Amortization 31,171,902         74,207,525         73,904,897         30,924,605         
15 Taxes Other Than Income Taxes 10,018,083         25,448,705         26,171,751         11,166,948         
16    Total Operating Expenses 131,465,943      311,926,366      316,601,314      136,910,359      

17 Operating Income (94,465,346)       (125,304,047)     (47,142,140)       (4,490,002)          

18 Interest Expense 15,678,373         35,137,455         39,171,653         17,589,938         

19 Earnings Before Income Tax (110,143,719)     (160,441,503)     (86,313,792)       (22,079,940)       

20 Current and Deferred Income Taxes (41,854,613)       (60,967,771)       (32,799,241)       (8,390,377)          

21 Adjusted Net Income (68,289,106)       (99,473,732)       (53,514,551)       (13,689,563)       

Duke Energy Ohio 
Legacy Generation Assets

Projected Income Statement

Description
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Line 2012 2013 2014 2015

1 ASSETS
2 Gross Plant in Service 2,654,713,891    2,699,975,258    2,785,904,841    2,811,416,383    
3 CWIP 60,003,964          84,537,730          78,345,146          128,589,898        
4 TOTAL UTILITY PLANT 2,714,717,855    2,784,512,988    2,864,249,987    2,940,006,281    

5 Accumulated Depreciation 236,995,590        304,485,936        371,263,852        437,739,935        
6 NET UTILITY PLANT 2,477,722,265    2,480,027,052    2,492,986,135    2,502,266,347    

7 CURRENT ASSTS
8 Cash and Cash Equivalents 312,334,066        298,813,393        271,952,525        229,765,067        
9 Receivables (38,538,927)         (43,004,927)         (44,561,927)         (40,947,760)         

10 Inventory 128,281,808        128,281,808        128,281,808        128,281,808        
11 Other (47,088,506)         (52,289,506)         (63,405,506)         (63,405,506)         
12 TOTAL CURRENT ASSETS 354,988,441        331,800,768        292,266,899        253,693,608        

13 Intangible Assets, Net 127,485,688        117,667,688        107,875,688        100,120,688        

14 Other Non-current Assets 3,156,783            (850,217)              (1,607,217)           (2,366,217)           

15 Regulatory Assets 79,960,070          79,960,070          79,960,070          79,960,070          

16 TOTAL ASSETS 3,043,313,247    3,008,605,362    2,971,481,575    2,933,674,497    

17 EQUITY AND LIABILITIES
18 Common Stock 379,315,202        379,315,202        379,315,202        379,315,202        
19 Additional Paid-in Capital 1,976,183,512    1,976,183,512    1,976,183,512    1,976,183,512    
20 Retained Earnings (1,189,360,910)   (1,258,096,235)   (1,320,716,442)   (1,368,068,840)   
21 Accumulated Other Comprehensive income (loss) (27,672,647)         (27,672,647)         (27,672,647)         (27,672,647)         
22 TOTAL EQUITY 1,138,465,158    1,069,729,833    1,007,109,626    959,757,228        

23 LONG TERM DEBT 593,598,389        593,598,389        593,598,389        593,598,389        
24 TOTAL CAPITAL 1,732,063,547    1,663,328,222    1,600,708,015    1,553,355,617    

25 CURRENT LIABILITIES
26 Accounts Payable 65,392,178          61,202,178          60,526,453          61,931,764          
27 Notes Payable and Commercial Paper -                        -                        -                        -                        
28 Taxes Accrued 84,167,188          92,498,252          96,793,639          97,439,698          
29 Interest Accrued 6,116,981            6,116,981            6,116,981            6,116,981            

Current Maturities of Long Term Debt 305,625,707        306,685,528        307,698,895        308,709,616        
30 Other 23,387,178          23,387,178          23,387,178          23,387,178          
31 TOTAL CURRENT LIABILITIES 484,689,231        489,890,117        494,523,145        497,585,236        

32 DEFERRED CREDITS AND OTHER LIABILITIES
33 Deferred Income Taxes 689,715,766        718,542,320        739,405,712        745,888,940        
34 Asset Retirement Obligations 5,173,709            5,173,709            5,173,709            5,173,709            
35 Accrued Pension and Other Post-Retirement Benefits 55,689,788          55,689,788          55,689,788          55,689,788          
36 Regulatory Liabilities (121,944)              (121,944)              (121,944)              (121,944)              
37 Other 76,103,151          76,103,151          76,103,151          76,103,151          
38 TOTAL DEFERRED CREDITS AND OTHER LIABILITIES 826,560,469        855,387,023        876,250,416        882,733,643        

39 TOTAL EQUITY AND LIABILITIES 3,043,313,247    3,008,605,362    2,971,481,575    2,933,674,497    

Duke Energy Ohio 
Legacy Generation Assets
Projected Balance Sheet

Description
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Attachment BDS -3
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Line 2012 2013 2014 2015

1 Adjusted Earnings Available for Common (150,936,556)    (99,473,732)       (53,514,551)       (35,629,085)       

2 Average Net Equity (excluding Goodwill) 1,120,841,873   1,104,097,495   1,038,419,729   983,433,427      

3 Return on Equity -13.5% -9.0% -5.2% -3.6%

Duke Energy Ohio 
Legacy Generation Assets

Return on Equity

Description
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