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Alan R. Schriber, Chairman
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Valerie A. Lemmie, Commissioner
Donald L. Mason, Commissioner

To The Honorable Commission:

In accordance with the provisions of R.C. Section 4909.19, the Commission's Staff has
conducted its investigation in the above matter and hereby submits its findings in the
within Staff Report.

The Staff Report has been jointly prepared by the Commission's Utilities Department
and Service Monitcring and Enforcement Department.

In accordance with R.C. Section 4909.19, copies of the Staff Report have been filed
with the Docketing Division of the Commission and served by certified mail upon the
mayors of all affected municipalities and other public officials deemed representative of
the service area affected by the application. A copy of said report has also been served
upon the utility or its authorized representative. Interested parties are advised that
written objections to any portion of the Staff Report must be filed within thirty (30) days
of the date of the filing of said report after which time the Commission will promptly set
this matter for public hearing. Written notice of the time, place, and date of such
hearing will be served upon all parties to the proceeding.

The Staff Report is intended to present for the Commission's consideration the results of
the Staff's investigation. It does not purport to reflect the views of the Commission nor
should any party to said proceeding consider the Commission as bound in any manner
by the representations or recommendaticns set forth therein. The Staff Report,
however, is legally cognizable evidence upon which the Commission may rely in
reaching its decision in this matter. (See Lindsey v. Pub. Util. Comm., 111 Ohio St. 6
(1924)

Respectfully submitted,



Utilities Department

Steven R. Brennen
Director

Service Monitoring and Enforcement Department

T ¢
Doris McCarter
Director
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DUKE ENERGY CHIQ, INC.
Case No. 07-589-GA-AIR

BACKGROUND

The Applicant, Duke Energy Ohio, Inc., (Duke or the Company) was incorporated in
Ohio on April 3, 1897, as Cincinnati Gas, Light and Coke Company. It was renamed
Cincinnati Gas & Electric Company (CG&E) in 1901, and its present name Duke Energy
Ohio, Inc. was adopted in 2006. Growth, acquisitions and mergers throughout the years
have resulted in the present operation in which the Applicant renders electric or gas
service, or both, in ten counties in Ohio. The Applicant is a public utility engaged in the
business of distribution and sale of gas to approximately 426,000 customers located in
eight counties in the southwest secticn of Ohio.

On October 24, 1994, Cincinnati Gas & Electric merged with PS| Resources Inc. to form
Cinergy Corporation. Cinergy was the parent Company to both PS| Energy, Inc. (PSI
Resources' utility subsidiary) and CG&E.

Cn June 1, 2005, Cinergy Corporation and Deer Holding Corporation filed an
application with the Commission requesting authorization to merge Cinergy Corporation
and Duke Energy Corporation. The Commission approved the merger and the Applicant
was renamed Duke Energy Ohio, Inc. effective April 3, 20086.

OCn June 18, 2007, in Case No. 07-589-GA-AIR, the Applicant filed a notice of intent to
file an application for an increase in rates to be charged for gas service for its entire
service area subject to the jurisdiction of the Commission. The Applicant’s filing also
included a notice of intent to file an application for approval of an alternative rate plan
for its gas distribution service under Case No. 07-590-GA-ALT. In concert with this
latter filing, the Applicant reserved Case No. 07-591-GA-AAM to serve as notice of its
intent to file an accounting application.

In the alternative rate application, the Applicant seeks the Commission approval: first, to
extend the term of the accelerated main replacement program (Rider AMRP) for
ancther nine years with some modifications; second, to recover its investment in its
Utility of the Future initiative through a new rider (Rider AU); and third, to recover sales
revenue loss through a new sales decoupling rider (Rider SD).

In its accounting application, the Applicant requested authority fo change accounting
methods to defer certain costs fo be later recovered as part of its AMRP expenditures,
and to capitalize the cost of certain property relocations and replacements. Regarding
the notice for an increase in rates, the Applicant requested that the test year period be
established as the twelve months ending December 31, 2007, and that the date certain
be March 31, 2007. By its Entry of September 5, 2007, the Commission approved the
requested date certain and test year period.



DUKE ENERGY QHIQ, INC.
Case No. 07-589-GA-AIR

The rates proposed by the Applicant when applied to test year sales volumes would
generate approximately $34 million of additional revenues. This is an increase of 5.71%

over total adjusted current operating revenues.



DUKE ENERGY OHIO, INC,
Case No. 07-589-GA-AIR

OPERATING INCOME AND RATE BASE

SCOPE OF INVESTIGATION

On August 1, 2007, the Commission authorized the Staff to issue a request for proposal
(RFP) to hire a consultant to attest to the accuracy of the financial data contained in the
Standard Filing Requirements Section B through Section E. The selected auditar was
required to complete the guideline procedures contained in the RFP and was to
complete any additional procedures it considered necessary to complete the review,

On September 5, 2007 the Commission selected Blue Ridge Consulting Services, Inc.
{Blue Ridge) to conduct the review and the Commission directed Duke to enter into a
contract with Blue Ridge for the purpose of providing payment for its services. The cost
of providing these services is included in the Staff's rate case expense recommendation.

Blue Ridge completed its investigation and its report has been docketed in this case.

FORMAT OF THE SCHEDULES

The Applicant provided the Staff and the parties in the case an electronic copy of the
standard filing requirements, Schedules A through E. The Staff was able to use the
operating income and rate base portions of that electronic filing to format its schedules.
The Staff commends the Applicant for the efforts it put into the electronic SFRs. [t saved
the Staff significant time preparing the Staff Report and it is a tool that helps put the
consumer groups and other parties in the case on equal footing with the Applicant.

REVENUE REQUIREMENTS

Schedule A-1 presents the Staff's determination of the Applicant’s revenue requirements.
The Staff recommended revenue increase is shown on Staff's Schedule A-1. This
determination is based on the examination of the accounts and records of the Applicant
for the twelve months ended December 31, 2007, the test year in this proceeding. The
results of its examination are summarized in this report, and the schedules that
incorporate the Staff's recommended rate of return, rate base, and adjusted test year
operating income.



DUKE ENERGY OHIO, INC.
Case No. 07-589-GA-AIR

Common Plant to Gas Allocators

Blue Ridge Consultants recommended that the Common Plant to Gas allocator be
updated from the 2004 baseline used in the application (18.68%) to a 2008 baseline
(13.5%). The Staff's adjusted plant in service, depreciation reserve and property taxes
reflect this recommendation. Further discussion of this re-allocation can be found in the
Blue Ridge Report.

RATE BASE

The rate base represents the net value of Applicant’s plant and other assets as of the
date certain, March 31, 2007, which was used and useful in providing gas utility service
to its customers and upon which its investors are entitled to the opportunity to receive a
fair and reasonable rate-of-return.

The Staff's recommended rate hase is divided into Plant In Service, Depreciation,
Construction Work In Progress, Working Capital, and Other Rate Base ltems. A
comparison of rate base submitted by the Applicant and that, which is recommended by
the Staff, is shown on Schedule B-1. Schedules B-2 through B-6 provides additional
suppart to the Staff's figures.

Plant In Service

As a result of Blue Ridge’s investigation and the Staff's review of the application, the
Staff recommends certain adjustments be made to the Applicant’s date certain plant
investment for ratemaking purposes. These adjustments are identified below,
summarized on Schedule B-2.2, and are reflected in the calculation of jurisdictional plant
in service figures on Schedule B-2.1.

Hartwell Facility Exclusion

Both the Applicant and the Staff proposed an adjustment to exclude the entire
date certain investment in the Hartwell facility. This facility is used primarily for
recreational purposes and various outside parties periodically use it. The Staff's
jurisdictional adjustment incorporates the use of the composite, common plant
allocation factor.



DUKE ENERGY OHIQ, INC.
Case No. 07-589-GA-AIR

Depreciation

Depreciation is the process which distributes the original cost of depreciable assets,
adjusted for net salvage, over the normal life of the property in a systematic and rational
manner. The Staff's investigation of depreciation is segregated into two areas:
Depreciation Reserve, and Depreciation Accrual Rates and the corresponding
Depreciation Expense. Each of these is discussed in detail in the following sections.

Depreciation Reserve

The Applicant maintains depreciation reserve, by account, on a total Company basis.
The Staff adjusted the Applicant's depreciation reserve t{o exclude reserve associated
with the adjustments as discussed in the Plant in Service section. These adjustments
are summarized on Schedule B-3.1.

In order to determine if the Applicant's booked reserve for depreciation is proper and
adequate, the Staff generally finds it useful to compare the hook reserve with a
calculated theoretical reserve, as a guide to whether past accrual rate calculations have
been appropriate. The Staff compared the Applicant's booked reserve level with a
calculated theoretical reserve, based on the Staff's recommended accrual rates and
plant and reserve balances as of December 31, 2006. As is often the case, certain
accounts will indicate a theoretical overaccrual, while others indicate an underaccrual.
The net effect of these differences is a moderate overaccrual, which is not inconsistent
with the depreciation accrual rates proposed. The Staff determined that the overall
booked reserve is in sufficient agreement with the theoretical reserve calculation.
Therefore, it is the Staff's opinion that the actual jurisdictional reserve for depreciation, as
adjusted by the Staff on Schedule B-3, is proper and adeguate and should be used for
purposes of this proceeding.

Depreciation Accrual Rates and Depreciation Expense

The Applicant’s current depreciation accrual rates were prescribed by this Commission in
Case No. 01-1359-GA-AAM for the gas plant accounts and in its Opinion and Order in
Case No. 05-39-EL-AIR for the common plant accounts.

The Applicant filed a depreciation study for its gas plant performed by its consultant,
Gannett Fleming Valuation and Rate Consultants, Inc. The Applicant's accrual rates, for
most gas plant accounts, were developed using the straight-line average service life
method of depreciation. For Structures and Improvements — Major and Structures and
Improvements - Leaseholds, a lifespan analysis was used. For certain General Plant
gas accounts, the annual depreciation amounts were based on amortization accounting.
The Applicant’s depreciation study included Common Plant accounts that are common to
both electric and gas operations.



DUKE ENERGY OHIQ, INC.
Case No. 07-589-GA-AIR

The Staff conducted a review of the depreciation study provided hy the Applicant. The
Staff finds itself in general agreement with the service life, projected retirement
dispersion and net salvage parameters proposed in the Applicant’s study. However, the
Staff noted small differences in some accounts between the accrual rates proposed by
the Applicant and those that the Staff calculated based on the parameters proposed.

In addition, there is some concern with regard to the treatment of the Asset Retirement
Obligation and how it is reflected in the net salvage percentages used in determining the
proposed accrual rates. It is at this time unclear to what extent retirements of the type
covered by the Asset Retirement Obligation treatment are included in the historical
retirements used as part of the determination of the Net Salvage figures. To the extent
that the cost of removing environmentally hazardous materials is already reflected in the
Net Salvage estimates proposed, there may be a "double counting” of those costs
between depreciation expense and the Asset Retirement Obligation treatment. The Staff
is continuing its review in this area, and may revise its recommendations based on that
review.

The Staff recommended accrual rates are shown on Schedule B-3.2a. The Staff
recommends that the Applicant be ordered to use the accrual rates shown on Scheadule
B-3.2a for book depreciation purposes, effective concurrently with customer rates
resulting from this proceeding.

The Staff has long maintained that accrual rates should be thoroughly reviewed at least
every three to five years. The Staff, therefore, recommends that in five years Applicant
submit a depreciation study for all gas plant accounts.

The Staff's calculation of depreciation expense, based on the adjusted jurisdictional plant
in service balances at date certain and the accrual rates discussed above, is shown on

Schedule B-3.2.

Construction Work In Progress

The Applicant did not request any allowance for construction work in progress in its filing
and Staff, as shown on Schedule B-4, did not recommend an allowance.

Working Capital

Working capital has been generally defined as the average amount of capital provided by
investors in the Company, over and above the investments in plant and other specifically
identified rate base items, to bridge the gap between the time that expenditures are
required to provide service and the time collections are received for the service.



DUKE ENERGY OHIQ, INC.
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The Applicant's working capital request was a thirteen month average balance for gas
enricher liguids, other, gas stored underground, materials and supplies minus a thirteen
month balance of customer deposits.

The Applicant did not prepare a lead lag study for this case therefore; the Staff can not
recommend a working capital allowance.

Other Rate Base ltems

The Staff reduced rate hase by the date certain balances of customer advances for
construction, post retirement benefits and accumulated unrestricted investment tax
credits. The Staff also reflected a net reduction of deferred taxes created by timing
differences of tax to book expense recognition.

The Staff's recommendation reflects the Error/Corrections recommended by Blue Ridge
to customer advances for construction.

Other rate base items are detailed on Schedule B-6,

OPERATING INCOME

The Applicant’s test year operating income consists of three months of actual data for
the period January 1 through March 31, 2001, and nine months of forecasted data for the
period April 1 through December 31, 2001. The Staff adjusted the Applicant’s test year
operating income as required to render it appropriate as a basis for setting rates.

The Staff's proforma operating income is the Staff's adjusted test year operating income
modified to reflect the Applicant’s increase in revenues and the associated increases in
uncollectible accounts expense and federal income taxes.

Schedules C-1 and C-2 present the Staff's determination of operating income. The
calculations, methodologies and rational used to develop the Staff's adjusted and
proforma operating income are detailed on Schedules A-1.1, C-3.1 through C-3. and C-
4.

Proforma Adjustments

Schedule C-1 sets forth the Applicant's proposed increase in operating revenues based
on the Applicant's proposed rates and associated increases in uncollectible expenses
and federal income taxes.



DUKE ENERGY OHIQ, INC.
Case No. 07-589-GA-AIR

Current Adjustments

Base Revenue

Both the Staff and the Applicant adjusted base revenues to annualize revenues to
reflect the most recent rates granted by the Commission with the test year sales.
Also included in the adjustment are adjustments to the percentage of income plan
rider (PIPP), accelerated main replacement program rider (AMRP), contact
commitment cost recovery rider (CCCR), and the gas surcredit rider.  The
adjustment also eliminates the merger savings credit rider (MSR), unbilled
revenue and increases test year revenues to include revenues for the budgeted
months for reconnection charges, bad debts charges, rents and miscellaneous
Other Revenues.

The Staff's adjustment is presented on Schedule C-3.1.
Gas Cost Expense

The Staff and the Applicant synchronized the test year gas cost recovery rider
revenues (GCR) and gas cost expense by annualizing test year gas sales with an
EGC rate of $8.883/MCF. The adjustment also eliminates unbilled gas cost
revenues and unbilled gas cost expenses.

The Staff's gas cost expense adjustment is included in Schedule C-3.1.

Capitalization of Annual Main Replacement Program (AMRP) Customer
Installations

The Applicant proposes to continue the AMRP that was authorized in its last base
rate case (01-1228-GA-AIR). The Applicant requests that curb-to-meter
replacement and riser replacement costs be included with the mains replacement
program. The Applicant proposes that it retain ownership of the curb to meter
replacement costs and that those costs be capitalized. Currently, curb to meter
and riser replacement costs are expensed. As a part of this request, the Applicant
recommends that the test year curb to meter replacement and riser replacement
expense be removed and that these costs be amortized over three years.

The Staff's discussion of the proposed AMRP is included in the Proposed
Alternative Regulation Plan section of this report. The Staff recommends that,
consistent with its AMRP recommendation, the test year expenses be removed
but that these costs be amortized over a five year period instead of a three year
period as requested by the Applicant. The Staff's adjustment is shown on
Schedule C-3.2.



DUKE ENERGY OHIQ, INC.
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Rate Case Expense

The Staff's recommended rate case expense is detailed on Schedule C-3.3. It
includes the Applicant’s estimate of rate case expense plus Staff's estimate of
Blue Ridge consultant’s costs amortized over five years.

Labor Expense

The Applicant adjusted test year labor expenses toc annualize wage increases
expected to occur throughout the test year. The annualization includes an
allocation of the labor-related expenses of employees of the service Company
and other affiliated companies.

The Staff reviewed the Applicant's adjustment and recommends it for this
proceeding. This recommendation does reflect the Error/Corrections
recommended by Blue Ridge. The Staff's labor expense is presented on
Schedule C-3.4.

Depreciation Expense

Depreciation expense was adjusted to reflect the Staff's recommended
depreciable plant in service as of the date certain, depreciation accrual rates, and
amortization of limited term plant investments. The Staff's adjustment to
depreciation is presented on Schedule C-3.5, with supporting calculations
provided on Schedule B-3.2. Further discussion on depreciation can be found in
the Rate Base Section of this Report.

Reclassification of Interest on Customers’ Deposits

Consistent with the treatment of customers’ deposits as an offset to the
Applicant's rate base, the Staff reclassified the associated interest expense to
operating expenses.

The Staff's adjustment is shown on Schedule C-3.6.

Ohio Excise Tax Liability Rider

The Staff and the Applicant adjusted test year revenues and expenses to
synchronize the Ohio excise tax liability rider (ETR) and the Ohio excise tax

expense.

The Staff's adjustment is presented on Schedule 3.7



DUKE ENERGY OHIQ, INC.
Case No. 07-589-GA-AIR

Annualized Property Tax Expense

The Applicant’s property tax expense is based on date certain investment, actual
valuation percentage and actual tax rates. The Staff adjusted the Applicant’s
calculation to reflect the Error/Corrections and the Common Plant to Gas re-
allocation recommended by Blue Ridge.

The Staff's adjustment is presented on Schedule 3.8,

Percentage of Income Payment Plan

The Staff and the Applicant adjusted test year revenues and expenses to
synchronize the percentage of income payment plan (PIPP) rider revenues with
the expense.

The Staff's adjustment is presented on Schedule C-3.9.

Interest Expense

The Staff and the Applicant adjusted the federal income tax expense calculation
for the deductable interest expense allowance (weighted cost of debt times rate
base) and to eliminate the deferred allowance related to allowance for funds
used during construction and the deferred allowance related to capitalized
interest.

The Staff's adjustment is presented on Schedule C-3.10

Budget Correction

The Applicant adjusted operating income for known changes in operation and
maintenance expenses since the preparation of the official operating budget.
The Staff agrees with the adjustment and presents it on Schedule C3-11.

State Tax Rider

The Staff and the Applicant adjusted test year revenues and expenses to
synchronize the state tax (SRT) rider revenues with the expense.

The Staff's adjustment is presented on Schedule C-3.12.
Hartwell Expense

Both the Applicant and the Staff excluded the expenses associated with the
Hanwell Recreation Facility from test year operating expenses. This adjustment

10
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is consistent with the Staff's exclusion of the Hartwell plant investment from rate
base.

The Staff's exclusion is shown on Schedule C-3.13.

Non-Jurisdictional Expenses

The Applicant has proposed an adjustment to eliminate non-jurisdictional
expenses from the test year. This adjustment excludes donations, sponsorships,
events, and various expenses that are not recoverable in gas distribution rates.

The Staff agrees with the adjustment but has made the error correction
recommended by Blue Ridge.

The Staff's adjustment is presented on Scheduie C-3.14.

PUCO and OCC Assessments

The Applicant and the Staff have adjusted the test year PUCQ and OCC tax
assessments to the latest know cost. The Staff's adjustment also reclassifies the

assessments from Operation and Maintenance Expense to State and Other
Taxes.

The Staff's adjustment is presented on Schedule C-3.15.
Uncollectible Expense

The Applicant and the Staff have annualized the test year uncollectible expense
to reflect the adjustments to operating revenues.

The Staff's adjustment is presented on Schedule C-3.16.
Pension and Benefits Expense

The Applicant and Staff annualized the pension and benefits expense to reflect
adjustments to test year wage expense.

The Staff's adjustment is presented on Schedule C-3.17.
FICA Taxes

The Applicant and the Staff annualized FICA taxes to reflect adjustments to test
year wage expense.

The Staff's adjustment is presented on Schedule C-3.18.

11
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Unemployment Taxes

The Applicant and the Staff annualized unemployment taxes to reflect
adjustments to test year wage expense. The Staff's adjustment does reflect the

Error/Corrections recommended by Blue Ridge

The Staff's adjustment is presented on Schedule C-3.19.

Post In Service Carrying Cost

The Applicant and the Staff adjusted test year expenses to annualize post in
service carrying costs accrued as of March 31, 2007. These costs were not
included in Duke's budget. The adjustment also adjusts deferred federal income
taxes associated with post in service carrying costs.

The Staff's adjustment is presented on Schedule C-3.20.

Gas Weatherization Program

The Applicant proposed an adjustment to increase the amount spent for the gas
weatherization program per the merger agreement. The Staff has not included
this adjustment in its recommended revenue requirement. Further discussion of

the Staff's position can be found in the Proposed Alternative Regulation Plan
section of this report.

12



DUKE ENERGY OHIO, INC.
Case No. 07-589-GA-AIR

RATE OF RETURN

The Staff recommends a rate of return in the range of 8.17% to 8.75%. The
recommended rate of return was developed using a cost of capital approach, which
reflects a market-derived cost of equity, the Applicant's embedded cost of long-term
debt, and the embedded capital structure. See Schedule D-1.

Capital Structure

The Applicant, Duke Energy Ohio, is a wholly-owned subsidiary of Duke Energy
Corporation which is a publicly traded, public utility holding company. The Staff used
the capital structure of Duke Energy Ohio, from Applicant's D-1A, in the rate of return
determination.

Cost of Long Term Debt

The Staff employed the embedded cost of long term debt of Duke Energy Ohio, as of
March 31, 2007, from Applicant's Schedule D-3A. In the calculation of the weighted
cost of debt, the annual interest is divided by the carrying value. The debt calculation
includes the effect of unamortized debt expense, unamortized discount or premium on
sale, and unamortized gain or loss on reacquisition on both the interest cost and the
carrying value. Staff utilized the embedded cost of long term debt of 5.87% on
Schedule D-1.

13
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Cost of Common Equity

The Staff considered a group of utilities which are representative of the industry for
purposes of cost of equity estimation. This group consists of companies publicly traded
on the New York Stock Exchange, and are categorized as “power” companies in Global
Energy's Energy Velocity Suite. These companies have Total Liabilities and Other
Credits greater than $10 billion. They have Gas Operating Revenues reported in either
the Energy Velocity Suite’s “power” or “fuels” data bases. Based on these criteria, the
Staff selected the following comparable group of nine companies:

| Company Name Ticker
DTE Energy Comany. DTE

Consolidated Edison, Inc. ED

- Edison International EIX
Entergy Corporation ETR

Exelon Corporation EXC

PG&E Corporation PCG

Public Service Enterprise Groug, Inc. PEG

Xcel Energy. Inc. XEL

E Duke Energy Corporaticn DUK

The Staff employed a cost of equity estimate for the comparable group companies that
is the average of their capital asset pricing model (CAPM) and discounted cash flow
(DCF) derived estimates. In calculating its CAPM cost of common equity estimate, the
Staff employed the average of the Value Line betas, being .90625 and the Ibbotson*’
derived spread of arithmetic mean total returns between large company stocks and long
term government bonds ( i.e., "risk free return”; 6.5%). These were used in the CAPM
formulation with the weighted average of 10 year and 30 year weekly closing Treasury
yields for the period from November 20, 2006 through November 18, 2007. The
weighting was done in a manner that emphasized later quarters to a greater degree.
The averaged 10 year yield is 4.64%. The averaged 30 year vield is 4.86%. These
average to 4.75%. This was added to the product of the beta and the 6.5% spread,
and resulted in a CAPM cost of equity estimate of 10.64%. See Schedule D-1.2.

In calculating its DCF cost of common equity estimate, for each comparable company,
the Staff employed the annual average stock price, the sum of the last four quarterly
declared dividends, estimates of the expected rate of growth of earnings, and generic
issuance costs related to the external equity financing. The stock price employed is the
average weekly closing price for the period from November 20, 2006 through November
19, 2007.

' * Ibbotson Associates 2007 Yearbook: Stocks, Bonds, Bills and Inflation: Valuation
Edition
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The DCF model assumes that earnings growth and dividends growth are the same.
The Staff averaged earnings per share estimates from Reuters, Yahoo, MSN, and
Value Line to get DCF growth estimates for each company. See Schedule D-1.3. The
Value Line average incorporates both the explicit long-range earnings estimate shown
in the "box" and the implicit continuous growth rate calculated from the estimates of
earnings per share. Value Line’s 2007 earnings per share (eps) estimate for DTE
Energy Company is out of the trend otherwise shown by Value Line. The Staff cannot
reconcile this single year growth rate to the iong term growth rate. The Staff changed
the 2007 Value line eps estimate from $3.85 to $3.00, in order to reflect the long term
growth rate, which brought the calculated growth rate to nearly equal the “boxed”
growth rate.

For the Staff's determination of DCF cost of equity, a non-constant DCF growth rate
was assumed. Dividends were assumed to grow at a rate derived from financial
analysts’ growth estimates for the first five years (i.e., long term growth rate}. The
Staff's DCF growth estimates were used for the first five years, as they are averages of
estimates from various investor news services. From the twenty-fifth year on, the growth
rate was assumed to equal the long-term growth rate in GNP. For the sixth through
twenty-fourth years, dividends vary between the two rates in a linear fashion. See
Schedules D-1.4 through D-1.12, The long-term growth rate in GNP was the average
annual change in GNP from the U. S. Department of Commerce for 1929 through 2005.
See Schedule D-1.13.

Based on long-term GNP growth, the respective company DCF growth estimate and
dividend, a stream of annual dividends was calculated. The internal rate of return
derived from the dividend stream and the stock price was used for Staff's non-constant
growth DCF cost of equity estimate.

The comparable group non-constant DCF cost of equity estimates average 10.77%.
When averaged with the 10.64% CAPM estimate, the resuit is 10.71%. The Applicant's
capital structure has less debt leverage than the comparable group companies
(approximately .79 vis-a-vis .96 debt-to-equity ratio), and thus less financial risk. Staff
adjusted the baseline return on equity range downward by approximately 42 basis
points to reflect the Applicant's reduced risk profile as compared to the comparable
group companies. Using a one-hundred basis point range of uncertainty, the cost of
equity estimate becomes 9.78% to 10.78%. See Schedule D-1.1. To provide for this
return, allowance must be made for issuance and other costs, as shown on Schedule
D-1.1, resulting in an adjustment factor of 1.02267. Applying this factor t¢ the baseline
cost of common equity range results in a recommendation of 10.00% to 11.03%.

Additionally, in its application, the Company has proposed a number of non-traditional
measures which are designed to alleviate certain problems. The Company has
proposed that the annual caps on the AMRP program be eliminated and that the
program be extended through 2015, that the costs of a riser/service line replacement
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program be included in the proposed AMRP rider, and that a Utility of the Future
initiative be initiated to recover costs of a new advanced metering program through a
new Rider AU. In addition, the Company has advanced a method of decoupling which
will reduce volatility of revenues. While the Staff is advocating a different mechanism,
the Staff's proposal will serve the same purpose.

These measures would reduce the risks that the Company faces with respect to

revenues and cost recovery. Inasmuch as the costs of capital reflect risks, the
reductions in business and regulatory risks should be considered.
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RATES AND TARIFFS

By its application in Case No. 07-589-GA-AIR, Duke Energy Ohio requests authority to
increase rates to be charged and collected for gas service within its service territory.

The Ultilities Department Commission Staff has investigated the rate and tariff matters
proposed by the Applicant. The results of the Staff's investigation are reported in this
section. It is Staff's intent to provide analysis with regard to the acceptability and
reasonableness of the changes in revenue recovery mechanisms contained in the
proposed tariffs. Proposals made by the Staff may require adjustments based on the
revenue and rate structure authorized by the Commission.

Staff's Tariff Analysis addresses changes specific to individual rate schedules, changes
which apply to more than one specific rate class, and tariff additions and deletions.
Rate Design will analyze the Current, Applicant Proposed and Staff-Recommended
mechanisms for rate recovery. Rate and Revenue Analysis is dedicated to the propriety
and impact of the rate schedule proposal. Tables which portray the effects of Current,
Proposed, and Staff-Recommended rates on typical bills are presented at the end of the

report.

TARIFF ANALYSIS

The Applicant is proposing various textual changes to its tariffs. Unless noted, Staff
recommends approval of these changes as proposed by the Applicant. In addition,
Staff is making recommendations to change certain language to reflect the current
minimum service standard requirements of 4901:1-13 of the Ohio Administrative Code,
which became effective on January 1, 2007. The proposed changes are provided as
follows:

Section | — Service Agreements

Original Sheet No. 20.3: Staff believes the tariff should state that Duke is governed by
Minimum Gas Service Standards, and therefore recommends that the following
language be added to the beginning of this section:

1. Minimum Service Standards. Duke Energy of Ohio shall comply with the
minimum gas service standards for natural gas companies as set forth in
Chapter 4901:1-13 of the Ohio Administrative Code, a copy of which may
be viewed on the Public Utilities Commission of Ohio’'s Web site at
www.puco.chio.gov, or obtained from the Public Utilities Commission of
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Ohio upon request. Where the Public Utilities Commission of Ohio has
granted a waiver to Duke Energy of Ohio for any provision of the minimum
gas service standards, Duke Energy of Ohio shall comply with the terms of
any Order granting such waiver.

Original Sheet No. 20.3, “Company’s Right to Refuse or to Disconnect Service”

Section 3 (i): the Applicant included language in this section regarding disconnection of
service to residential customers for nonpayment. Staff believes that the Applicant
should also include language regarding disconnection of small commercial customers
for nonpayment. Staff recommends the following language: “For disconnection of
service to small commercial customers for nonpayment, the Company shall follow the
procedures as set forth in Ohio Administrative Code, Rule 4901:1-13-08."

Section 3 (j) concerns theft of service or any fraudulent representation or practice. The
Applicant needs to add a statement that in addressing such practice it shall follow the
termination procedures prescribed by Rule 4901:1-13-09, O.A.C. Staff recommends
adding the following sentence: “The Company shall follow the procedures as set forth in
Rule 4901:1-13-09 of the Ohio Administrative Code prior to termination of service.”

Section [l — Supplying and Taking of Service

Original Sheet No. 21.6, “Supplying Service” section: The last sentence in the fourth
paragraph incorrectly references Rule 4901:1-18-11 of the OAC. The correct
reference is Rule 490:1-18-10, O.A.C.

Original Sheet No. 21.6, “Information Relative to Service” section: This section
advises customers of information relative to the installation and relocation of piping.
Staff recommends that the Applicant add language stating that it shall comply with the
installation requirements of Rule 4901:1-13-05, O.A.C.

Original Sheet No. 21.6, “Use of Service” section: The last paragraph in this section
addresses reasons for disconnecting a customer for an unauthorized act. Staff
recommends that the Applicant add the following language: “The Company shall follow
the procedures provided in Rule 4901:1-13-09 of the Ohio Administrative Code
concerning the disconnection of service for fraudulent practice, tampering, and theft of
gas.” '

Original Sheet No. 21.6, “Access to Premise” section: The current language in this
paragraph states that, “Upon request, the Company's authorized agent will display
his/her identificaticn badge or Company pass and state the reasons for requiring
access.” To make this language consistent with the requirements of Rule 4901:1-13-07
of the O.A.C., Staff recommends that the Company revise it to read, “Upon request, the
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Company’s authorized agent shall identify himself/herself, provide Company photo
identification, and state the reason for the visit.”

Section lll - Customer’s and Company’s Installations

Original Sheet No. 22.6, “Nature and Use of Installation” Section: Duke is
proposing new tariff language which states, "The piping and fittings for the distribution of
gas after it has passed the meter, may be installed by any competent gas fitter
employed by the customer or proprietor of the premises, subject, however, to the
inspection, test and approval of the accredited agency having jurisdiction." Staff
recommends the following sentence be added to this section, “The Company shall
comply with Ruie 4901:1-13-05 of the Ohio Administrative Code with respect to testing
gas piping downstream of the meter.”

Original Sheet 22.6, “Installation, Repair and Replacement of Lines” section: The
seventh paragraph of this section requires that “When relocation of service piping or
equipment, including the meter is required by the customer such work shall be done by
the Applicant at the customer's expense.” Staff recommends the Applicant revise the
sentence 1o read, "When relocation of service piping or equipment, including the meter,
is required by the customer, such work shall be done by the Company and the
Company’s actual cost to perform such relocation shall be borne by the customer. *

SECTION IV - Netering

Original Sheet No. 23.5, "Basis for Bill Adjustment” section: This paragraph
concerns billing adjustments to correct overcharges or undercharges due to periods of
meter inaccuracy. Staff believes this provision should reference the statute and rule the
Applicant must follow when biling for such overcharge or undercharge, and
recommends the following language: “The Company shall comply with the requirements
of Section 4933.28 of the Ohio Revised Code when billing residential customers for
previously undercharged usage, and shall comply with the requirements of Rule 49801:1-
13-04 (G) of the Ohio Administrative Code when billing small commercial customers for
such usage.”

SECTION V —Billing and Payment

Original Sheet No. 24.8, “Billing Periods — Time and Place for Payment of Bills”:
The first paragraph of this section states, “Bills ordinarily are rendered regularly at
monthly intervals, but may be rendered more or less, frequently at the Company's
option.” Giving Duke the option to change billing intervals is contrary to the
requirements of Rule 4901:1-13-11 (B), O.A.C., which requires that bills shall be
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rendered at regular intervais. Staff recommends that the language, “but may bhe
rendered more or less, frequently at the Company's option” be removed.

In the second paragraph, this section states that if the Company can not obtain an
actual meter reading in a twelve month period, it may, at its option, refuse or disconnect
service. Staff recommends that the Applicant substitute the following language: “If the
Company has been unable to obtain a meter reading for a period of twelve (12}
conseculive months, the Company may, at its option and after following its approved
meter access plan, disconnect service to the premises in accordance with Section |
Paragraph 3."

The fourth paragraph of this section concerns termination of service and allows the
Applicant to rely on estimated meter readings for the purpose of the final bill. To comply
with Rule 4901:1-13-04 (G) (5) and (6), O.A.C., the Company should revise the second
and third sentences to read: "This calculation shall based on an actual meter reading if
the meter has not been read within the immediately preceding seventy days of service
and access to the meter is provided. If the meter has been read within the immediately
preceding seventy days of service, the Applicant shall inform the customer, when the
customer contacts the Company, of the option to have an actual meter read, at no
charge to the customer.

The fifth paragraph of this section concerns the Applicant’s request for initiation of
service, and states: “The Company may estimate the reading for the initial date of
service." To make this sentence consistent with Rule 4801:1-13 (G)(6), O.A.C., Staff
recommends the following sentence be added: “If the meter has been read in the
immediately preceding seventy days, the Company shall inform the customer, when the
customer contacts the Company, of the option to have an actual meter read, at no
charge to the customer. ”

The last paragraph in this section concerns the priority given to customers' partial
payments, but it fails to specify the priority of regulated over unregulated charges. To
comply with Rule 4901:1-13-11 (G), O.A.C., Staff recommends the last sentence of the
second paragraph be revised as follows: “If a partial payment is made, the amount will
be applied to items of indebtedness in the same order as they have accrued, starting
with regulated charges followed by the unregulated charges”.

Original Sheet No. 24.8, “Bill Adjustment”: This section concerns bill adjustments for
overcharges and undercharges due to inaccurate billing. Staff recommends the
Applicant revise this provision to state: “The Company shall comply with the provisions
of Rule 4901:1-13-04 (G} of the Ohio Administrative Code with respect to hilling
adjustments to correct inaccurate billing to residential and smail commercial customers
as a result of a meter or metering inaccuracy or other continuing problem under the
Company's control.”
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Section VI - Disconnection for Non-Payment and Deposit Provisions

Original Sheet 25.7, “Disconnection for Nonpayment. Non-Residential
Customers”: This section concerns disconnection for nonpayment of nonresidential
customers. To comply with the new Minimum Gas Service Standards, the Applicant
should add an additional sentence that states: “For small commercial customers the
Company will comply with the provisions of the disconnection rules set forth in Rule
4901:1-13-08 of the Ohio Administrative Code as amended.”

Original Sheet 25.7, “Deposit Provision”: This section concerns the provisions the
Applicant must follow when a security deposit is required. The Company should add an
additional sentence that states: “For small commercial customers the Company shall
comply with the provisions of the disconnection rules set forth in Rule 4901:1-13-08 of
the Ohio Administrative Code as amended.”

Riders
The Applicant is proposing only minor changes to the various riders currently in effect.

The Residential Conservation Service and Merger Savings Riders are proposed to
be eliminated. The Merger Savings Rider (MSR-G) was established in Case No. 05-
732-EL-MER, et al, to pass through a share of the net savings associated with the
merger of Cinergy Corp. with Duke Energy. On April 26, 2007 Duke filed a notice in the
ahove referenced docket that they had completed the provision of credits in the full
amount agreed to in the Stipulation and requesting the Commission allow the Company
to eliminate the riders. Staff recommends the Commission approve the cancellation of
Rider MSR-G.

The Residential Conservation Service Program was initially mandated by the National
Energy Conservation Policy Act of 1978, The section of the Act that required this
program was terminated as of June 30, 1989. Duke is proposing to cancel Rider RCS
because it provides direct funding for the types of services that were o be funded by the
RCS. Staff recommends the Commission approve the cancellation of Rider RCS.

Rider GSR — Gas Sur-credit Rider

Rider GSR, Gas Sur-credit Rider is a credit provided to choice customers to
compensate for their share of the PUCO and OCC assessments associated with
commodity sales that is embedded in base rates. Since choice suppliers are separately
charged their share of those assessments based on their intrastate commodity sales,
the credit provides an offset fo the amount of the base rate assessment associated with
the commodity portion of the bill. Without the credit, choice customers would potentially
double pay the assessment on their commeodity purchases. The credit is proposed to be
increased from $0.0009999 to $0.0012479 per Ccf. Staff recommends approval of this
change.
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Duke has also proposed the re-approval of the Accelerated Mainline Replacement
Program Rider (Rider AMRP), a new Utility of the Future Rider (Rider UF) and a new
Sales Decoupling Rider (Rider SD). Each of these is discussed in detail in the Proposed
Alternative Regulation Plan section of this report.

Rate SAC — Retail Natural Gas Supplier and Aggregator Charges

The Applicant is proposing several changes to Rate SAC, Retail Natural Gas Supplier
and Aggregator Charges.

A new monthly fee is proposed for additional actively billed retail natural gas supplier
rate codes (following the first 25 actively billed rate codes per month). Currently this
service is provided at no charge and no supplier has more than 25 rate codes. This is a
new charge in response to an increase in rate code requests by suppliers. The $30 rate
was calculated by applying the fully loaded labor costs of $60 per hour to the estimated
one half hour per rate code to perform the update. Staff recommends approval of this
new charge.

The Returned Check Charge is increased from $13.50 to $20.00 per check. This
increase is consistent with the current Returned Check Charge in tariff Sheet No. 81.4
which applies to all other customers. Staff recommends approval of this increase.

Hourly charge for administrative and technical support to institute program modifications
is increase from $75 to $125 per hour. This reflects an increase in the rate Duke now
budgets for IT projects. It reflects the IT costs Duke incurs on behalf of a gas supplier
requesting a non-standard supplier rate. Staff recommends approval of this increase.

The charge for a request by a gas supplier or aggregator for a one page duplicate bill is
increased from $0.26 to $0.3325 per bill to reflect Duke’s current first-class bulk mailing
rate. Staff recommends approval of this increase.

The fee for providing PUCO mandated abandonment notices as bill messages is being
reduced from $0.225 to $0.125. This charge better reflects the actual postage costs
Duke incurs from the additional bill page that results from inclusion of an abandonment
notice. Staff recommends approval of this change.
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RATE DESIGN AND REVENUE ANALYSIS

Rate and Revenue Guidelines

General guidelines and objectives are followed in Staff's review of rate schedules and
design. The applicable schedules should provide the utility the opportunity of
recovering an authorized revenue. The various schedules should represent a
reasonable distribution of revenue between and among the various customer groups.
The particular schedules should be equitable and reasonable, should provide for
customer understanding and continuity of rates, and should cause minimal customer
impact.

Rate design criteria are to be viewed as a package, in that they are interrelated.
Although each item can be separately identified and applied to rate schedule
determinations, no single standard is overriding in determining proper rate design. The
rate schedules which comprise a particular utility’s tariffs should provide for recovery of
expenses found proper in the course of a regulatory proceeding. Normally, and to the
extent sufficient information is available, cost of service studies and related expense
analyses are necessary to determine the appropriate level of revenue to be generated
and the appropriate recovery of such revenue.

From a practicable rate design standpoint, absolute equality between costs and
revenues may be difficult to achieve in the short term. While it may be viewed as
equitable to set rates at cost, if there is a substantial divergence in the current rates, the
resulting impact on individual customers may be viewed as unreasonable. While
desiring cost supporting charges, Staff considers such items as resulting typical
customer billings and resulting revenue increases which would necessarily occur.
These tests help provide benchmarks with regard to reasonableness of charges in rate
forms. While it is Staff's position that rate schedules reflect costs, it is also important to
consider the continuity associated with current and proposed pricing structures. This
may result in movement towards more closely aligning revenue with costs rather than
an absolute match at a particular time period.

In summary, gas rates should:
s Be predicated on costs
e Be fair, equitable and reasonable
* Cause minimal impact (sometimes called “gradualism”) when changed
¢ Provide continuity in pricing structures
+ Provide the utility the opportunity to recover an authorized revenue by providing
for the recovery of costs found proper in a regulatory proceeding

The preceding standards are important and each has value. They are, however

subjective, and it is generally impossible to fully accomplish them all. Sometimes one
standard (the most obvious being that the rates must provide the utility with the
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opportunity to recover its authorized revenue requirement supersedes, {0 a degree, the
others). Sometimes the standards are in conflict and to accomplish one, another might
be set aside (e.g. in this application, the need for rates to be predicated on costs may
cause changes in pricing structures resulting in greater than minimal impacts on some
customers}.

Cost of Service Analysis

Generally, there are three capacity allocations that are commonly used — coincident
demand, non-coincident demand, and average and excess demand. The standard filing
requirements allow the selection of any of theses approaches, or alternatives, when, in
the utility's opinion, the procedure best represents the utility’s system characteristics.

The Applicant filed a peak and average method allocating cost to the various classes.
This method assumes the minimum capacity is necessary tc deliver the total gas used
and is equal to average daily deliveries. The remainder of the capacity is allocated
based upon the difference between the average daily capacity and between the peak
day capacity. Staff finds the methodology reasonable. The Applicant is proposing
eliminating 100% of the subsidy/excess revenues over a three-year period between
classes. The first year would eliminate 33% of the subsidy/excess revenues, the
second year the proposed rates would eliminate 67% of the subsidy/excess revenues,
and the final year eliminating 100%. Although the overall proposed revenue remains
the same for each year of the three year phase-in, the revenues between classes are
adjusted to reflect movement toward cost of service. Staff accepts the proposed
allocation method; however, Staff is proposing moving customers towards the cost of
service eliminating 67% of the subsidy/excess revenues instead of the Applicant’s
100%.

REVENUE ANALYSIS

Rates and charges shown in the rate schedule tables may require adjustment based on
the revenue requirement granted by the Commission, and/or changes in the rate areas,
or changes in rate structure approved by the Commission.

Staff recommends the Applicants proposed phase-in rates for year 1 and year 2 only.
Tables 1 through 4 show the Applicant's proposed as accepted by Staff for the 2 year

phase-in period. Applicant's current and proposed increase is shown in Tables 1 and 2,
excluding and including gas-cost.

The values include Gas Cost of $ 8.83 per Mcf.
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TABLE 1(a)
Year 1

Total Revenue Excluding Gas Cost

Applicant
Current Proposed Increase

Residential Service $ 114,214,333 $ 140,333,885 $ 26,119,262
General Service

Commercial 34,627,616 34,635,232 7,616

Industrial 4,792 252 5,292,858 500,606

Other 3,153,690 3,456,098 302,406
Totzal General Service 42 573,558 43,384,188 810,628
Transportation Service

Residential Transportation 17,141,008 21,019,556 3.878,550

Firm Transportation 24,371,224 26,304,852 1,933,628

Interruptible Transporiation 10418276 11,818,910 1,400,634
Total Transportation Service 51,930,506 59,143,318 7,212,812
Total $ 208,718,397 § 242,861,099 § 34,142,702
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TABLE 1(b)
Year 2

Tolal Revenue Excluding Gas Cost

Applicant
Current Proposed Increzse

Residential Service $ 114,214,333 $ 145895806 $ 31,681,473
General Service

Commeicial 34,627616 32,024,175 (2,603,441)

Incustrial 4,792,252 4,748,637 (43,715)

Other 3,153,690 3,109,687 (44.003)
Total General Service 42,573,558 38,882,399 (2,691,159)
Transporiation Service

Residential Transportation 17,141,006 21,850,754 4,718,748

Firm Transpartatian 24,371,224 23,779,221 {592,003)

Interruptible Transportation 10,418,278 11.444 208 1,025,932
Total Transportation Service 51,930,506 57,083,183 5152677
Total $ 208,718,397 $ 242,861,388 $ 34,142,991
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TABLE 2(a)
Year1

Total Revenue Including Gas Costs and Miscellaneous Revenue

Applicant
Current Proposed Increase
$ 371,821,853 & 397,941,115 $ 26,119,262

Resldential Service
General Service

Commercial 127,631,687 127,639,303 7,616

Industrial 24,182 322 24,682,928 500,606

Other 15,493,309 15,795,715 302,406
Total General Service 167,307,318 168,117,946 810,628
Transportation Service

Residential Transportation 17,141,006 21,019,558 3,878,580

Firm Transportation 24,371,224 28,304,852 1,833,628

Interruptible Transportation 10418276 11,818,910 1,400,634
Total Transportation Service 51,930,506 59,143,318 7,212,812
Subtotal $ 591,059,877 § 625,202,379 § 34,142,702
Misc. Revenue 6,514,128 6,014,128 0
Total $ 597,573,805 $ 631,716,507 & 34,142,702
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TABLE 2 (b)

Year 2

Total Revenue Including Gas Gosts and Miscellaneous Revenue

Applicant
Current Proposed Increase
$ 371,821,863 % 403,503,326 $ 31,681.473

Residential Service
General Service

Commercial 127,631,687 125,028,248 (2,603,441)

Industrial 24,182,322 24,138,607 (43,715)

Other 15,493,309 15,449,306 {44,003}
Total General Service 167,307,318 164,616,159 (2,691,159)
‘Transportation Service

Residential Transportation 17,141,006 21,859,754 4,718,748

Firm Transportation 24,371,224 23,779,221 (592,003)

Interruptible Transportation 10,418,276 11,444 208 1,025,932
Total Transportation Service 51,930,506 57,083,183 5,152,677
Subtotal $ 591,059,677 $ 625202668 § 34,142,991
Misc. Revenue 6,514,128 6,514,128 C
Total $ 597,573,805 $ 631,716,786 % 34,142,991

Applicant's current and proposed revenue distribution, is shown in Tables 3 and 4,

excluding and including gas costs.
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TABLE 3(a)
Year 1

Total Revenue Excluding Gas Costs

Applicant

Current Proposed
Residential Service 54.72% B7.78%

General Service
Commercial 16.59% 14.26%
Industrial 2.30% 2.18%
Other 1.51% 1.42%
Total General Service 20.40% 17.86%
Total Transportation 24.88% 24.35%
Total 100.00% 100.00%
TABLE 3(b)
Year 2
Total Revenue Excluding Gas Costs

Applicant

Current Proposed
Residential Service 62.91% 63.65%

General Sarvice

Commercial 21.59% 20.42%
Industrial : 4.09% 3.95%
Other 2.62% ‘ 2.53%
Total General Service 28.31% 26.89%
Total Transportation 8.79% 9.46%
Total 100.00% 100.00%
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TABLE 4{a)
Year 1

Total Revenue Including Gas Costs

Applicant

Current Proposed
Residential Service 62.91% 63.65%

General Service
Commercial 21.59% 20.42%
Industrial 4.09% 3.95%
Other 2.62% 2.53%
Total General Service 28.31% 28.89%
Tolal Transportation 8.79% 9.468%
Total 100.00% 100.00%
TABLE 4(h)
Year 2
Total Revenue Including Gas Costs

Applicant

Current Proposed
Residential Service 62.91% 64.54%

General Service

Commercial 21.59% 20.00%
Industrial 4.09% 3.86%
Other 2.62% 2.47%
Total Genegral Service 28.31% 26.33%
Total Transportation 8.79% 9.13%
Total 100.00% 100.00%

Rate Design

Staff has traditionally recommended and supported a rate design for the natural gas
distribution compenent consisting of a minimal customer charge and a volumetric rate or
blocks of rates. That structure, while not truly cost-reflective, sufficed to allow the utility
the opportunity to recover the recommended revenue requirement as long as gas
consumption remained level or increased. In recent years, due primarily to the volatile

30



DUKE ENERGY OHIQ, INC.
Case No. 07-589-AlR

and relatively high cost of gas (to be recovered through the Gas Cost Recovery
mechanism), the trend of gradually increasing gas consumption, per customer, has
been reversed. Therefore, Duke, and other gas utilities, has seen the recovery of
distribution costs deteriorate as the volume of gas used decreased.

In this case, Staff recommends a rather significant change in its rate structure policy.
Rather than recovery via a minimal customer charge and relatively high volumetric
rates, Staff recommends that the Commission approve a rate structure primarily based
on a fixed distribution service charge. In reality, most distribution-related costs are
fixed. The distribution facilities required to serve a small residence are most likely the
same as those required to serve a larger residence. The distribution facilities required
to serve a minimum number of gas appliances in a residential unit are most likely the
same as those required to serve a residence with multiple gas appliances. The costs to
the utility vary only slightly, if at all, by the volume of gas used.

In addition to a better reflection of cost causation, the primarily fixed- charge-based rate
structure accomplishes other rate objectives. It levelizes the distribution component of a
customers’ bill, providing rate certainty. It reduces the revenue deterioration of a utility
in a time of reduced consumption; thus, reducing the need for frequent rate cases. It
alleviates the need for a decoupling mechanism which requires frequent controversial
reconciliations and weather adjustments. From the companies’ point of view, it
eliminates its natural disincentive to promote energy conservation which, when rate are
volume-based, causes revenue erosion.

Staff is keenly aware, however, of the pitfalls of this significant change in the design of
rates. The biggest negative impact being that the change from a primarily volume-
based rate to a primarily fixed charge rate often results in large price increases to low
use customers (or, if the fixed charge is “blocked,” to the lower use customers in the
block). A secondary disadvantage is that the fixed charge structure reduces the
incentive on the part of the customer to reduce its usage. Staff, however, finds that this
argument is much less relative in the case of distribution rates. The distribution portion
of a customer’s bill is relatively small compared to the total bill. The cost of gas to be
recovered through the Gas Cost Recovery mechanism will continue to serve as the
incentive to a customer to keep its usage to a minimum. Finally, the current rate
schedules are designed as “residential” or “general service” in nature. General Service
customers are much less homogeneous than residential customers and a simple fixed
charge may not be the appropriate cost recovery mechanism.

With all of these things in mind, Staff proposes and recommends a change in rate

design that phases in the change from a primarily volumetric rate to a primarily fixed
charge rate. The following table illustrates the phased-in concept.
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Monthly Billing Determinates

Year 1 Year 1 Year 2 Year 2
Applicant Staff Applicant  Staff

Residential Service. Current Proposed Proposed Proposed Proposed

Customer Charge $ 6.00 $ 1500 $ 1500

Fixed Distribution Service Charge

< 50 ccf annually $ 10.00 $ 12.50

> 50 ccf annually $ 2025 $ 25.33

Volumetric Charge 0.185910 0227960 0.153942 0.247140 0.099103
General Service

Customer Charge $ 2100 $ 40.00 $ 40.00

Fixed Distribution Service Charge

< 50 ccf annually $ 2500 $ 27.50

> 80 < 2000 cof $ 3525 $§ 40.33

annually

> 2000 < 4000 ccf annually $ 5000 $ 55.00

> 4000 ccf annuaily $ 130.00 $ 180.00

Volumetric Charge

1st 1000 ccf 0.163000 0.194740 0.168800

Next 4000 ccf 0.157000 0.187740 0.162800

> 5000 ccf -0.154000 0.183730 0.158800

All ccf 0.153527 0.080052

Staff Discussion of Recommendation

The table represents a Staff “concept” of a two-year-phase-in to a primarily fixed charge
rate. Because the filing does not “block” consumption by annual blocks, it is likely that
the Staff proposed rates do not exactly produce the Applicant's proposed annual
revenues; but, from information provided to Staff by the Applicant in data requests, the
recommendations should serve as a reasonable facsimile for discussion purposes. The
rates are meant to reflect the Applicant’s proposed revenue for each of the two years
(i.,e. Applicant has proposed an increasing revenue requirement for the Residential
class and a corresponding decreasing revenue requirement for the General Service
class). While Staff recommends the phased-in revenue requirement adjustments, this
table should in no way be taken as a recommendation by the Staff of the Rates and
Tariffs Division as to the overall revenue requirement recommended by the appropriate
Staff in other sections to this report. The table is meant to reflect the revenue requested
by the Applicant for comparative purposes only. It is intended to reflect changes to the
rate design that the Applicant has proposed.

Staff is also aware that the test year data in the blocked format may not be readily
available. Further, Staff is aware that such a significant change in rate design may
require modifications to the current billing system. Due to these, and perhaps other
unknown limitations, Staff prefers to characterize its recommendation as a “concept”
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which may require modifications hased on the availability of data and the limitations of
the billing system.

There are other "twists" to the Staff's recommendation which should be noted. While
Staff is recommending the fixed charge approach as a replacement for the Applicant’s
proposed decoupling mechanism, Staff recommends limiting the “phase in” to two years
(a) to evaluate the results, and (b) to reduce the overall impact of the annual increases
to the residential revenue requirement and decreases to the general service revenue
requirement.

Next, it is apparent that there are a significant number of residential and general service
accounts that use such small volumes of gas that it is likely that the usage is for
something other than space or water heating. While Staff's proposal attempts to
mitigate the rate increase to these customers to alleviate drastic changes, from a cost
causation viewpoint, these customers are no different than other customers. Staff
recommends that the Applicant work with these customers to notify them that, in the
future, they may see significant increases simply by taking limited service.

Finally, it is likely that the traditional "residential/general service” schedules may not be
the appropriate mechanisms to reflect cost causation through rates. A more appropriate
mechanism for rate differentials may be a more “facilities-based” approach. Staff
recommends that the Commission require the Applicant to perform an analysis
addressing this issue. If the analysis indicates a change is appropriate, the Applicant
should so reflect that change in its next distribution rate case.

While not part of Staff's recommendation, it has been suggested that the “fixed"
component of the proposed residential rate could be “seasonal.” For example, instead
of twelve months at $20/month, there could be four summer months at $10/month and
eight shoulder and winter months at $25/month. The rationale for that format would be
to keep the summer gas bill low as customers are accustomed. On the other hand,
some have suggested going the other way. For example, there could be eight warm
weather months at $25/month and four colder weather months at $10/month. The
rationale for that format would be to lower the distribution component of the hill to offset
the higher GCR component during the colder months when the volumes used are
higher. Staff welcomes comment on this seasonal variation.
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Rate IT — Interruptible Transportation Service

Staff is not proposing any changes to the current rate structure for interruptible
customers and recommends approval at the Applicant's proposed second year phase-
in. The Applicant is proposing eliminating the floor rate of $.030 per Ccf as referenced
in the "Competitive Flexibility” section of this tariff. In data request response No. 12, the
Applicant states that the current rate can potentially limit Duke’s ability to encourage
some customers to use gas instead of alternative fuels. Staff believes the Applicant
should have the latitude in negotiating interruptible transportation agreements, but
should recover the appropriate costs. Staff recommends the Applicant add the following
language; “The rate may be flexed between the upper bound of the basic transportation
rate and a lower bound that recovers all variable costs of service and provides a
contribution to the Company's fixed costs of providing service. Such reduced rates may
be determined based on competitive services available to the customer, the quality of
service and the Company’s need to achieve load preservation or the economic recovery
of costs of the Company.”

TYPICAL BILLS

Monthly typical bills are shown in E-5 Schedules of the end of this report. Calculation of
the typical hills uses a gas cost of $8.83 per Mcf.
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PIPELINE SAFETY

Staff has conducted natural gas pipeline safety (GPS) audits of the Duke Energy Ohio,
Inc. (Duke) distribution and transmission systems. The purpose of the audits was to
assess Duke's compliance with state and federal pipeline safety regulations outlined in
Administrative Code 4901:1-16 and the Code of Federal Regulations, 49 C.F.R. Parts
191, 192, 199, and 40.

GPS audits invalve the following:

. Review of records of compliance with gas pipeline safety regulations.

. Physical site visits to verify compliance with safety inspections standards.

. Review of operations plans, emergency plans and associated standards

and procedures for compliance with emergency response, construction,

operations and maintenance requirements.

Review of drug and alcohol programs for employees and contractors.

Review of Public Awareness Program and associated records.

Review of Operator Qualification programs and records.

Inspection of gas pipeline construction projects in the field for code

compliance with safety regulations and the operators own construction

procedures.

» Review of the Ohio Utilities Protection Service and Call Before You Dig
Programs.

* Review of the Pipeline Integrity Management Program and associated
records. '

Scheduled Annual Audit Inspections: For calendar years 2005, 2006 and 2007

Staff conducted gas pipeline safety audits and field inspections on Duke for the
calendar years of 2005, 2006 and 2007. The records audits were perfermed out of the
Applicant's headquarters building at 139 East Fourth Street Cincinnati, Ohio. The field
inspections were conducted at different pipeline facilities and consisted of pressure
regulator stations, critical valves, corrosion test point stations, rectifiers, leakage survey
areas, odorant testing, and inspection of exposed pipe locations in the Duke gas
system. GPS audits are conducted on an annual basis and are required fo confirm that
Duke is complying with federal and state gas pipeline safety regulations.
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Findings: Scheduled Annual Audit Inspections

During the records review portion of the GPS audit a number of areas were reviewed
such as: valve maintenance, pressure regulation, corrosion control, leakage survey,
pipeline patrolling, drug and alcohol records, operator qualification, public awareness,
damage prevention, pressure testing, odorization, and emergency response. All records
were reviewed for compliance with the appropriate timeline of inspection and
maintenance on the gas pipeline system. Staff noted that in the 2006 records review
section of the audit of the previous year, the Applicant missed inspecting six critical
valves in 2005. Section 49 C.F.R. § 192.747 requires critical valves to be inspected on
an annual hasis not to exceed 15 months. As a result of Duke’s failure to inspect some
of their critical valves in compliance with 48 C.F.R. § 192.747, Staff sent the Applicant a
letter of probable noncompliance.

In response to the letter of probable non compliance Duke adopted a primary and
secondary means of tracking critical valve documents. The primary tracking mechanism
is a feature of the Smallworld GIS system which lists criticat valves yet to be inspected
at 12 month intervals, not to exceed 15 months. The secondary measure is a separate
database used to track the status of the critical valve inspections. The use of both
methods will allow the Applicant to identify the valves that have not been inspected and
prevent reoccurrence of the code violation.

Pipeline Safety Incidents and Outages

In 2006, Duke was involved in a natural gas incident’ involving a house explosion in
Middletown, Ohio resulting from a breach of a sewer line by a gas service line that had
been installed by directional boring. A letter of probable noncompliance was issued to
the Applicant for the violation of their own plans and procedures under 48 CFR §192 .13
(c), which requires each aperator to maintain, modify as appropriate, and follow the
plans, procedures, and programs that it is required to establish under this code section.

In response to the letter of probable non compliance Duke adopted a new installation
procedure in 2006 which requires a pre-locate of sewer lines before mains can be
installed. In addition the location of the sewer lines are video recorded after the gas
main installation is completed, to ensure that no sewer line is breached during the gas
main installation process. Duke also limited the situations where they will allow
installation of curb to meter service lines using directional boring.

Administrative Code 4901:1-16-01 (1) "Incident” means an event that involves a release of gas from an intrastate gas pipeline
facility and results in any of the following: (1} a death, (2} personal injury requiring inpatient hospitalization, (3) estimated
property damage of fifty thousand dollars or more, which is the sum of: (a) the estimated cost of repairing andfor replacing the
physical damage to the pipeline facility, {b) the cost of material, labor and equipment to repair the leak, and light up, (¢} the cost
of gas lost by an operator or person or both. Cost of gas lost shall not include the cost of gas in a planned operational refease
of gas by an cperator, which is perfarmed in compliance with the pipeline safety code, (d) the estimated cost of repairing and/or
replacing other damaged propenty of the aperator or others, or both,
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CUSTOMER SERVICE AUDIT

Staff performs customer service audits to ensure compliance with pertinent statutes,
rules, and tariffs. Staff completed a customer service audit of Duke in October 2007
regarding the customer service performance, practices, and procedures of the
Applicant. Staff found that overall, the Applicant was in compliance with the rules and
regulations set forth by the Public Utilities Commission of Ohio. However a review of
Duke’s billing practices revealed that the Applicant was bundling the customer's excise
tax with the gas cost recovery rate. Administrative Code 4901:1-13-11 (B) (9} requires
the gas cost recovery rate to be expressed in dollars and cents per mcf or ccf, which
would not include the associated excise tax.  Staff brought this discrepancy to the
Applicants’s attention and as a result Duke agreed as of September 1, 2007 to include
the following notice on all bills received by gas customers who are not part of the
customer choice program: “This month’s Gas Cost Recovery (GCR) charge of $§xxxx per
CCF includes a base GCR of $xxx and Ohio excise tax of $0.0426,” The message will
change quarterly as the GCR rate changes. Staff has no further recommendations at
this time.

Customer Service Assessment

Staff reviewed the contacts made by the Applicant’'s customers to the Commission’s call
center for the period of June 1, 2008 through August 31, 2007. The Applicant’s
customers made 2,733 contacts with the call center during this time period, with 1,286
from June 1, 2006 through December 31, 2006 and 1447 from January 1, 2007 through
August 31, 2007. The 2,733 contacts were coded in the Investigation and Audit
Division's data system as either gas or combination gas and electric concerns. The
greatest humbers of contacts (605) were regarding disconnection issues. The following
contact categories compose the disconnect code: “Customer has received a disconnect
notice, the service is off, issues conceming winter reconnect, or customer has concerns
about Duke’s turn-off procedures.” Five hundred thirty-six customers called the
Commission's call center before calling the Applicant. Most of these customers were
seeking account information and were directed back to the Applicant to give them the
first opportunity to respond to their customers. Billing disputes accounted for 251
contacts and billing inguiries were another 183 contacts. Customers who contacted the
Commission's call center regarding rates and tariffs numbered 104. The rates and
tariffs code include contacts regarding rates or procedures that are tariffed and pending
rate case comments. The chart below represents the remainder of the distribution of
contacts and issues for June 1, 2006 through August 31, 2007,

QOverall, the audit team found the customer service practices and policies of Duke to be
in compliance with the applicable rules and regulations set forth by the Public Ufilities
Commission of Chio.
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700

Number of contacts

Duke Energy-Ohio Issue Codes June 1, 2006-August 31, 2007

Issue Codes
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PROPOSED ALTERNATIVE REGULATION PLAN

The alternative regulation plan consists of 3 components: 1) re-approval of the existing
Rider AMRP (Accelerated Main Replacement Program); 2) approval of Rider AU
(Advanced Utility); and 3) approval of Rider SD (Sales Decoupling).

ACCELERATED MAINLINE REPLACEMENT PRGGRAM

In Case No. 01-1228-GA-AIR, the last gas base rate case for Duke Energy Ohio, the
Commission approved an initial Rider AMRP. This rider permits the Company to
recover the costs for its accelerated cast iron and bare steel main line replacement
program. In that proceeding, the Commission limited its AMRP approval to investments
made through 2006 only. Launched in 2001, this program was designed to replace all
of its cast iron and bare steel gas mains of twelve inches diameter and less on an
accelerated basis, in order to improve safety and reliability, and to reduce the leak rate
for these parts of Duke's system.

Through this filing, Duke seeks re-approval of the rider for an additional nine years, the
duration of this construction/replacement program. Additionally, there are other
modifications which are being proposed. Duke proposes that the costs associated with
its Riser Replacement Program, and the costs associated with the Company's
ownership assumption of the curb-to-meter service lines, alsc be recovered through
Rider AMRP.

Duke's existing AMRP was itself a replacement for Duke’s previously-existing cast iron
and bare steel gas mains replacement programs. At that time, the Company's leak rate
for its cast iron/bare steel mains was 1.3 |leaks per mile, while polyethylene and coated
steel was rated at 0.05 |leaks per mile. Considering the aging of its system at that time
(some of its cast iron mains dated from "circa 1873"), the Company justified the AMRP
due to it providing enhanced safety, improved reliahility, reduced operating &
maintenance costs, and being able to operate at a higher rated pressure. All of these
factors were cited also as enhancements to the Company’s ability to serve distributed
generation load, such as fuel cells and micro turbines, in the future,

Staff supports Duke's ongoing AMRP for the replacement of all cast iron and bare steel
pipelines and the resulting improvements it has made to pipeline safety. To date Duke
has replaced approximately 559 miles of cast iron and bare steel mains in their gas
pipeline system. This has resulted in a decrease in the incidence of leaks repaired from
6,223 in 2002 to approximately 4,813 in 2006. That decrease has in turn caused Duke's
O&M costs to decline from the $6.4 million embedded in current rates to $4.1 million in
2006. Customers have realized approximately $8.5 million in O&M savings to date that
has been credited back through Rider AMRP.
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The AMRP program has had an impact on reducing the number of incidents reported to
Staff since the initiation of the program. In reviewing the incidents reported to Staff over
the last ten years, Duke reported five reportable incidents and one non-reportable
incident involving cast iron or bare stee! line breaks or leaks (see chart below). Since
Duke has not had any reportable incidents involving cast iron or bare steel since the
AMRP program began, Staff supports the continued replacement of this older
generation pipeline.

Date Street Damages | Injuries | Reportable | Cause
1/30/87 | Skokian 100000+ |1 Yes Cast fron Main Break
Drive
10/27/98 | Veazey St. | 175,000+ | 1 Yes Bare Steel Service line leak
2/12/00 | Belfast 180,000+ |0 Yes Cast Iron Main Break
11/24/00 | River Road | 85,000 0 Yes Cast Iron Main Break
12/23/01 | Timberview | 170,000 |0 Yes Cast Iron Main Break
7/25/02 | Pleasant <50,000 |0 No Copper Tap into a Cast lron
Ridge Main failed

Since 2003, Staff has conducted annual audits of the AMRP according to procedures
established by the stipulation and approved by the Commission in Case No. 01-1228-
GA-AIR. Duke pre-filed an application each November containing support for the rider,
with the formal application made by February of the following year. Based on those
applications, Staff conducted an annual investigation of the program’s implementation
as well as the accuracy of the rider calculations. A Staff report containing its
recommendations for modifications to the program as well as the amount of increase to
the rider for the subsequent 12 month period was submitted. Parties had the
opportunity to file objections to the Staff report, and the goal was that an approved rider
would be implemented for the first billing cycle of the May revenue month. Each of
these annual reviews resulted in a stipulation signed by Duke the PUCO Staff, the
Oftice of Consumers’ Counsel (OCC) and Industrial Energy Users Ohio.! Staff is
satisfied, based on the annual reviews, that the AMRP program was being efficiently
managed and the costs were reasonable. Staff is recommending the Commission re-
approve the AMRP through its completion in 2015 and to continue the annual audits
according to the previously established procedures.

Duke has also requested the AMRP be re-approved without the rate caps that were part
of the initial AMRP approval. According to the direct testimony of Company witness
Wathen, the caps limit the Company’s ability to timely recover its costs which is the
fundamental purpose of the rider. The witness alsc states that the inclusion of the Riser
Replacement Program costs will push the annual revenue reguirement over the
previously approved annual caps. Based on the Company’s performance in managing
the AMRP to date, and the inclusion of the costs of the Riser Reptacement Program
Staff is recommending the caps be eliminated.

OCC was not a signatory party to the April 5, 2005 stipulation but did not oppose that stipulation.
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Company witness, Hebbeler's direct testimony also addresses the issue of replacement
of plastic pipe within the AMRP. Under the AMRP, Duke replaces any plastic main-to-
curb services and short segments of plastic mains that it encounters while replacing the
cast iron and bare steel mains. Duke states that it is more economical to replace this
pipe than to try to re-use it. The inclusion of costs associated with replacement of plastic
mains and main-to-curb services in Rider AMRP has been a source of contention in the
annual audits of the AMRP program. Staff believes that, where it is more economic to
replace these plastic sections, that it makes sense to allow those costs to alsc be
recovered through Rider AMRP. Staff recommends the Commission explicitly permit
such recovery in its re-approval of Rider AMRP.

As a final matter, Company witness Walthen commits Duke to filing a new base rate
proceeding no later than 2018 in order to incorporate the Rider AMRP rate base and
revenue requirement into base rates and fo eliminate Rider AMRP. Staff has been
supportive of Rider AMRP in part to eliminate the need for multiple rate cases as the
AMRP progresses. Deferral of base rate proceedings is also part of the rationale behind
Staff's rate design changes discussed elsewhere in this Staff report. Staff is thus not
recommending a mandated rate case by 2016 solely for the purpose of incorporating
Rider AMRP into base rates. [f in fact a new base rate case is otherwise not necessary
by that time, the annual AMRP reviews can continue to be the vehicle to revise the
AMRP downward as necessary.
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Riser Replacement Program

In the current rate case application, Duke has proposed to implement a Riser
Replacement Program. This program plans to replace an estimated 87,000 service
head adaptor (SHA) style risers by 2015. SHA risers are field assembled and compose
the vast majority of risers in Duke’s service territory.

Duke’s proposed Riser Replacement Program is in addition to its Riser Optimization
Program that was established in December 2004. Duke's Riser Optimization Program,
analyzes riser failure data and targets for replacement risers that have characteristics
similar to those with a high incidence of leakage. Over the three years since
implementing the Riser Optimization Plan Duke has replaced 4448 SHA risers in 2005
and 2124 risers in 2006 with plans to complete the replacement of over 2000 risers in

2007.

Duke has projected a combined total of SHA riser replacements occurring through the
combined efforts of the riser optimization plan, the Riser Replacement Program, the
AMRP, and normal operations and maintenance activities to be as follows:

SHA Riser Replacements

2008 - 12,088
2009 - 11,736
2010 - 11,394
2011 - 11,062
2012 - 10,740
2013 - 10,427
2014 - 10,124
20156 - 9,429

Duke estimates that about 4% or roughly 3, 480 SHA style risers will be replaced by the
AMRP. Since the inception of the Riser Optimization Program in 2000, an average of
2857 SHA style risers have been replaced annually and 231 leaking or stressed SHA
style risers were replaced during the same period. Analysis of the above numbers
leads to the conclusion that the vast majority of the annual SHA style riser replacements
will be through the Riser Replacement Program.

Staff believes that the Riser Replacement Program is necessary {o address a valid
safety concern, but takes issue with Duke requiring until 2015 to replace risers identified
as prone to failure? In its report, Staff recommended among other things that that
distribution operators be put on notice that Design-A nsers (SHA risers), when
subjected to certain conditions, are more prone to failure’. In addition, Staff has

* A Report by the Staff of Public Utilities Commission of Ohio, In the Matter of the Investigation of the Installation, Use, and Performance of
Natural Gas Service Risers Throughout the State of Ohio-and Related Matters, Case No, 05-463-GA-COI, pgs 14,15,

: Ibid. Proper insiallation of Design-A risers is critical and Design-A risers with a low gasket force retention that are subjected ta certain
tensile loading and low temperature cyeling are more prone 1o failure.
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recently testified in support of another Ohio LDC’s application to systematically replace,
over an approximately three year period, all risers identified as prone to failure.*

By the end of 2007, Duke will have replaced over 14,986 SHA style risers identified as
prone to fail, but this leaves the Applicant with another 87,000 to address. Staff notes
that since removing these types of risers from their supplier's approved list, as well as
targeting specific SHA style risers for replacement through the riser optimization plan,
riser failures have been reduced. However Duke is still experiencing SHA style riser
failures and in 2007 Duke reported 50 such riser failures.

Duke currently employs one local and one out of town contractor to handle all riser
replacements for the Riser Optimization Program, risers in stress replacements, and the
AMRP. Duke has used other contractors to perform this work in the past and these
contractors could be utilized for future work. The Applicant has received bids from eight
contractors for the 2008 AMRP program work and anticipates awarding all eight
contracts for the AMRP program. Duke has indicated that they plan to increase their
contractor work force, but the Applicant has not provided information to demonstrate to
what extent the work force will he increased.

Staff recommends that Duke increase their riser contractor work force so that the
remaining 87,000 SHA style risers can be replaced over a three year period to promptly
address this safety concern.

Customer Owned Service Lines

As part of this application, Duke proposes to take ownership of customer service lines
when the Applicant performs maintenance on these lines and whenever it replaces or
installs a new service line. Staff supports this proposal because it gives Duke complete
responsibility for all pipelines covered by the federal pipeline safety regulations and
provides for a uniform approach to correcting pipeline safety concerns.

Company ownership of customer service lines also establishes a clear line of
responsibility between the utility and consumer, with the customer continuing to have
responsibility for all inside piping and the Company all outside pipe. Staff has recently
testified in support of another Ohio LDC's application to take ownership of customer
service lines that have been maintained, repaired or replaced by the utility.5 Staff
believes Duke’s proposal to assume ownership of curb-to-meter service lines and risers
will significantly enhance pipeline safety. Ibid ob cit

i Case No. 07-478-GA-UNC, in the Matter of the Applicaiion of Columbia Gas of Ohio, Inc., for Approval of Tariffs fo Recover, through an
Automatic Adiustment Clause, Cost Associated with the Establishment of an Infrastructure Replacement Program and for approval of
Certain Accounting treatmeni, Prepared Testimony of Edward M Steele, submitted: October 24, 2007.

> Ibid.
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UTILITY OF THE FUTURE PROJECT

Staff reviewed the Applicant's proposal to implement its Utility of the Future Project and
to recover the gas-related costs of that project through proposed Rider AU. According
to the direct testimony of Company witness Mobhler, this project would transform Duke’s
“gas and electric distribution system into an integrated, digital network — much like a
computer network — to produce operating efficiencies, enhanced customer and utility
information and communications, innovative services, and other benefits." A major
compenent of this project is Advanced Metering Infrastructure (AMI), a metering and
communications system that records customer usage data, and transmits it over an
advanced communications network to a centralized data management system. The
AMI equipment for gas meters consists of a microprocessor (installed under the glass of
the meter) which scans the dials of the meter, and a telemetry device which transmits
the meter's usage data either over a fixed network or via radio transmission.

Although AMI lays the groundwork for a much wider range of benefits on the electric
side, its benefits on the gas side are primarily associated with meter reading. These
benefits include reduced meter reading costs, fewer meter-reading errors, fewer
estimated meter readings, fewer billing adjustments, and reduced need to enter
customers’ homes to read inside meters. These benefits are especially pertinent tc the
nearly 184,000 of Duke's customers (41 percent of its gas customers) who have gas
meters inside their residence and the more than 60,000 of these customers who have
given Duke keys to their homes to enable the meter reader to gain access fo inside
meters. Other large gas utilities are addressing this problem by installing automated
meter reading (AMR) devices. These are similar to the AMI attachment for gas meters,
but instead of transmitting to a centralized data management system, the AMR
transmits either to a meter reader's hand-held recorder {outside the house) or to a van
that drives down the street to collect the transmitted meter reading data. AMI devices
are more appropriate then AMR devices for Duke, because it is a combination Uility,
whose meter readers collect both gas and electric meter readings on the same visit.
Duke therefore has an opportunity with AMI to avoid the meter-reading trip (either by
foot or by van) for both gas and electric meters while generating additional benefits on
the electric side.

Staff believes the potential benefits of AMI to the Applicant's gas customers justify
adopting Rider AU as a place-holder. Staff therefore recommends the Commission
approve Duke’s Rider-AU and order the Applicant to maintain this Rider at a zero-dollar
balance until Staff and the Commission have an opportunity to assess the costs and
benefits of the Ulility of the Future Project as a whole and the AMI portion for gas
customers in particular.

According to witness Mohler's testimony, Duke’s proposed Rider AU would recover the
revenue requirement (adjusted for meter reading savings) related to the Utility of the
Future Project. Full implementation of this project would go far beyond meter reading
on the electric side and generate many benefits that only electric customers would
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realize. Staff believes the costs related to those electric benefits should not be borne by
Duke’s gas customers. Staff therefore recommends that Rider AU should only recover:
(1) the cost of the AMI equipment and its installation on customer gas meters; and (2)
only those other project-related costs that Duke incurs in extending AMI to gas meters.

Staff assumes that while Duke's personnel or contractors are on the customer’s premise
to install AM! devices on gas meters, Duke may find it necessary or economical to
perform other activities on the same visit. They may find, for example, that the
customer's meter needs to he replaced because it is inoperative or, due to age or
obsolescence, is incompatible with the AMI device. They may also be instructed to
perform routine maintenance or inspections while on site. While Staff has no issues
with Duke performing such activites on the same visit or in conjunction with the
installation of AMI devices, Staff does not believe the cost of such meter replacements,
routine maintenance, or inspections should be recovered through Rider AU, but rather
through conventional cost recovery mechanisms. Staff therefore recommends that
these costs be excluded from such recovery should the Commission subsequently
approve recovery of dollars through Rider AU.

Witness Mohler's testimony also states that the Applicant would implement the Rider
AU according to the same schedule it currently uses for the Rider AMRP. Below is
Duke's proposed filing schedule for the first two years of the Utility of the Future project.

Date Event

August 1, 2008 DE files deployment plan for 2009
November 1, 2008 | DE files preliminary costs for 2008

{9 months actual + 3 months estimated)
February 28, 2009 | DE files first-year application with 12
months of actual costs for 2008

August 1, 2008 DE files deployment plan for 2010
November 1, 2009 | DE files preliminary costs for 2009

(9 months actual + 3 months estimated)

The ahove table indicates that although Duke would file a deployment plan in August
2008 for activities planned for 2009, Duke would file no such plan for 2008 (the first year
of the project) even though it plans to file costs for that same year. Staff believes it is
important that it have an opportunity to review in advance those activities {(and
associated costs) planned for the first year of the project. Staff therefore recommends
that Duke amend its filing schedule to include a deployment plan for 2008, and that the
Commission require Duke to file such a plan within 80 days following the Opinion and
Order in this case.

Finally, witness Mohler's testimony requests that if some unexpected change results in
a decision by Duke to suspend or abandon all or part of the Utility of the Future Project,
the Applicant be permitted to recover such costs even though they may not meet the
Commission’s traditional “used and useful” standard for cost recovery. Staff has no
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opinion on the recovery of these costs at this time. Should this condition arise, the
appropriate recovery should be determined through another proceeding.

SALES DECOUPLING RIDER

As part of its Alternative Regulation plan, Duke has proposed implementation of a Sales
Decoupling rider. Sales decoupling has become a significant regulatory issue in recent
years as gas utilities attempt to address the revenue erosion that has resulted from a
steady decline in average customer usage. Historically, the PUCO has designed rates
such that the vast majority of a gas ulility's cost recovery is through the volumetric
component of its distribution rates. The cost of operating and maintaining a utility’s
pipeline system, however, is largely independent of the volume of gas flowing through
that system. As use per customer has fallen in response to rising prices, utilities are
under-recovering their fixed costs, resulting in a need to file more frequent base rate
cases to reset those rates.

Duke has proposed to address this issue in two ways. The first is to shift a [arger portion
of its rate recovery into the monthly customer charge and the second is implementation
of a new Sales Decoupling Rider (Rider SD). Rider SD, as proposed, would true-up
any future differences between actual, weather normalized revenue per customer, and
the revenue per customer implicitly approved as part of this rate case. Rider SD wouid
apply to all Duke’s sales and transportation customers except Rate IT customers.

Staff believes that tying a utility’s earnings to the volumes of gas consumed has been
problematic as residential use per customer has been steadily declining. This decline
has been especially pronounced in recent years in response to the large increases in
natural gas prices since the winter of 2000/2001.
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Historical use per Residential Customer®

Year Usage

(Mcf)
1990 111.19
1991  109.18
1992 108.72
1903 106.6
1994  103.41
1995  101.37
1996  100.48
1997 9897
1998 95.67
1899 03.63
2000 94.57
2001 87.15
2002 88.36
2003 909
2004 86.37
2005 86.41
2006 794

As the data shows, a decline in weather normalized use per residential customer of
1.75% per year occurred between 1990 and 1999, and a 2.67% per year reduction from
2000 to 2006. Making a Company's actual earnings a function of future sales vclumes
rather than what was authorized, increases the likelihood of under-recovery of that
authorized return and the need for additional subsequent base rate cases. Decoupling
seeks to break the volumetric underpinnings of that traditional regulatory construct and
more directly allows the utility to earn what the Commission determined was a fair
return.

Decoupling will also eliminate the disincentive a utility otherwise would have to promote
energy efficiency and conservation. Under the existing construct, a utility is incented to
increase sales in order to protect its earnings. Once sales volumes and revenues are
decoupled, utilities are in a position to more aggressively assist customers in their
efforts to consume less natural gas. On a national scale, environmental concerns
associated with coal fired generating facilities, uncertainty about the future role of
nuclear power, and the resulting increased use of natural gas to fuel electric generation,
have all combined to put upward pressure on energy prices. In this environment,
conservation and energy efficiency have an important role to play in mitigating rising
energy costs. Decoupling of sales and revenues can be a key component in
encouraging natural gas utilities to promote of that rcle.

¢ Source: Attachment DLS_3, Direct Testimony of Donald L. Storck on Behalf of Duke Energy Ohio
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Duke's application proposed a decoupling mechanism that would calculate the
difference between actual revenues per customer for each month, and the implicit
revenues per customer for the like month in the rate case test year. Actual revenue per
customer would be weather normalized, such that Duke would not be compensated for
revenucs lost due to warmer than normal weather. Monthly revenue per customer is
also adjusted to reflect any changes in the number of customers. Duke would defer
these calcutated monthly differences and recover the accumulated amounts through an
annual adjustment to Rider SD. The amount of the rider would be calculated by dividing
the accumulated menthly differences by projected sales volumes over the next twelve
months. Any under or over- recovery due to differences between actual and projected
sales volumes would be reconciled through future adjustments to Rider SD.

Staff supports the concept of decoupling but is proposing to address the issue through a
change in its rate structure policy rather than through adoption of Rider SD. The
proposed change, discussed in the Rate Design section of this report, largely
accomplishes the goals of decoupling without the need for an annual audit of the
decoupling mechanism and subsequent true-ups.

COMMITMENTS

Administrative Code Section 4901:1-19-05(C)(3) requires an Applicant filing an alternative
rate plan to include in its application those commitments to customers, that it is willing to
make in promoting the state policy as defined in Revised Code Section 4928.02. The
extent of these commitments should be dependent upon the degree of freedom the
Applicant is requesting from traditional ratemaking procedures.

The direct testimony of Company witness Sandra P. Meyer describes how Duke’s proposal
to continue the AMRP program promotes the state palicies in Section 4929.02 O.R.C.:

» Continuation of the AMRP program provides safe, reliable and reasonably-priced
service;

» (Continued improvement to the distribution system'’s leak rate;

e Enhanced safety and reliability;

» O&M savings will continue to be passed on to customers through offsets to Rider
AMRP on a real time basis.

Duke is also proposing to expand its current programs to assist low-income residential
customers. The Heat Share program, administered by the Salvation Army, provides
assistance to eligible customers facing disconnection of service, in paying their winter
heating bills. Duke shareholders contribute $1.00 for each $2.00 donated by customers to
the Heat Share Program. In 2006, Duke increased the level of shareholder contribution to
$200,000 from $100,000. Duke is proposing to continue that increased level of funding
through December 31, 2010. Duke is also proposing to fund its low-income weatherization
program at $3 million annually. Annual funding had been at $2 million per year with the
exception of a one-time increase of $1 million in 2006. Duke is proposing to continue that
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increased funding through 2010. Duke's application proposed a $1 million increase in Q&M
expense to reflect this increase in ratepayer funding. Finally, Duke is proposing to extend
its Customer Service Collaborative (CSC) through December 31, 2010. The CSC consists
of low-income consumer advocates, governmental agencies, social service agencies, the
Ohio Consumers' Counsel and PUCO Staff. The CSC works on a collaborative hasis to
address the service needs of low-income customers.

Staff recommends the Commission find the Company’s commitments in compliance with
Administrative Code Section 4901:1-19-05(C)(3} with two modifications. We recommend
the additional $1 million in funding for the weatherization program come from Duke
shareholders rather than ratepayers. This will be reflected in the elimination of the $1
million increase in O&M expense shown on Schedule C-3.21. We also recommend the
commitments related to the weatherization program, the Heat Share program and the
Customer Service Collaborative should run through December 31, 2016, or the
establishment of new base rates subsequent to this proceeding, whichever comes first,
Staff believes this is appropriate given our recommendation of approval of Rider AMRP
through December 31, 2016.
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MANAGEMENT AND OPERATIONS REVIEW

Section 4809.154 of the Ohic Revised Code states that the Public Utilities
Commission shall consider the management policies, practices, and organization
of public utilities in fixing the just, reasonable, and compensatory rates, joint
rates, tolls, classification, charges or rentals to be observed and charged for
service of any public utility.

In 1985, the Commission approved an amendment to the Standard Filing
Requirements. This amendment (4901-7-01) reguires medium and large utilities
to include in their rate filings a concisely written summary of their management
policies, practices, and organization. Among other things, the summary is to
include a discussion of policy and goal setting, strategic and long range planning,
organization structure, decision making and controlling, and communications for
the company’s executive management process (Schedule S-4.1) as well as for
numerous functional areas common to most large utility companies (Schedule S-
4.2).

Staff routinely reviews the S-4.1 and S-4.2 schedules, applicant performance,
and various events relating to the applicant's management. As a result of these
review activities, Staff selects certain management topics for rate case reporting.
In the current rate case, Staff reports on Duke’s programs for Energy
Conservation and Demand-Side Management (DSM).

ENERGY CONSERVATION & DEMAND-SIDE MANAGEMENT (DSM)

Energy conservation and DSM, as a tool of utility company strategy and as a
public policy direction has had a spotty history in Ohio over the last twenty years.
Commission Staff has traditionally viewed DSM programs as organized electric
utility activities that are intended to affect the amount and timing of customer
electricity usage. DSM programs include peak clipping, strategic conservation,
load shifting, valley filing, and strategic load growth options. A DSM program is
a series of measures intended to encourage specific groups of customers to
modify their energy usage patterns in a manner consistent with the utility's
objectives while maintaining customer satisfaction.

DSM for natural gas utilities has not enjoyed comparable support as that for
electric utility industry DSM. Natural gas as a commodity cost is directly passed
to the consumer via the utility company’s gas cost recovery mechanism. Thus,
the consumer is directly rewarded for any conservation measures they can
implement on their own. Socializing the costs of implementing individual
conservation measures has been viewed as a controversial policy as only those
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receiving the conservation measure benefit, while all the utility company's
ratepayers pick up the costs for the programs.

In the past, the Commission has expressed the opinion that natural gas DSM
programs do not provide benefits to customers other than those who participate
in the programs — i.e. there are no system-wide benefits. Consequently natural
gas DSM has rarely been endorsed by the Commission while natural gas
conservation programs have been limited to only those targeted to low income
customers who would lack the resources to make efficiency improvements
absent the DSM program. Nevertheless, in the last few years, the Commission
has approved some conservation measures for natural gas customers as a
Natural Gas DSM pilot program.

To review Duke's current conservation and DSM programs, Staff developed an
encompassing data request to gather the significant information related to each
energy conservation and DSM program. In response, Duke supplied information
relating to their energy conservation programs. Staff also reviewed the recent
histery of Duke’s natural gas DSM programs which are being implemented as a
pilot project for gathering market intelligence and evaluating energy demand
impacts.

DUKE ENERGY OHIO'S WEATHERIZATION PROGRAM

Duke funds a home weatherization program designed to make the homes of its
low income gas and electric residential customers more energy efficient. The
program includes the installation of energy saving devices and provides energy
education to these consumers. The cost for these services to the low income
customer is zero.

Services under this program are provided by two agencies: People Working
Cooperatively and Working In Neighborhoods. In previous years, costs related to
the weatherization program totaled approximately $2 million per year. Duke
committed $3 million to this program in 2006. In the present case, as part of the
Company’s alternative regulation proposal, Duke commits to continuing this
program at the $3 million annual funding level through December, 2010. Staff's
comments on the funding for the Duke Weatherization Program are included in
this Staff Report regarding Duke's Alternative Regulation Proposal.

Duke conducted an in-depth evaluation of its low income natural gas home
weatherization program in 2005 and conducts high-level verifications on an
annual basis for installations and quality confrol of the overall program. The
evaluation study findings identified a benefit from the consumer education
measure of 106 therms per year on average. The combination of the education
measure and the installation of conservation measures resulted in an average
savings of 299 therms per year (therm = a unit of heat egqual to 100,000 Btu's or
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about 97 cubic feet of natural gas). The Duke evaluation did not attempt to
analyze the cost effectiveness of the conservation measures investment,
focusing only on measuring the impact or savings from the program.

NATURAL GAS DEMAND-SIDE MANAGEMENT PROGRAM

Duke's DSM program is a three year pilot project expected to run from 2007 to
2010. The DSM pilot project has 2 DSM measures in operation, the Home
Energy House Call and the Smart Saver Natural Gas Furnace Program.

1. Home Energy House Call Program is an in-home energy analysis that
helps consumers determine the most cost-effective steps they can
apply/install in their home to save energy. The analysis looks at efficiency
improvements from insulation to equipment replacement. The homeowner
is mailed the results, The Energy Audit is free to customers and no
incentives are provided for measures; however, each participant receives
a free low-cost measure kit which includes 2 compact fluorescent bulbs, a
low flow showerhead, faucet aerators, a motion sensor night light and
outlet gaskets. The program is also deployed in Indiana and Kentucky
which helps keep administrative program expenses to a minimum,

2. Smart Saver Natural Gas Furnace — this program is designed to increase
the energy efficiency of natural gas furnaces installed in either new homes
or when a customer is seeking a replacement. Incentives are available to
three parties: builders, heating/AC dealers, and consumers. The incentive
for existing homes is a $200 rebate for installation of a new high efficiency
natural gas furnace of 90% AFUE or greater. The incentive for new home
builds is a $300 rebate for the installaticn of a new high efficiency furnace
of 90% AFUE or greater. This program extends to include a combination
a high efficiency natural gas furnace combined with a new, qualifying air
conditioner or heat pump with a $400 rebate for existing homes or a $600
for new home builds.

Conclusion:

Staff concludes that Duke is making strides in implementing the pilot natural gas
DSM programs as proposed in the stipulated agreement from case 06-0091-EL-
UNC, et a/. The current DSM program offerings appear to be well designed and
are intuitive first cuts as conservation measures for residential consumer’s use of
natural gas. The funding for Duke's DSM programs is separate from this rate
case with the funds held in a DSM Program Rider. Duke is working with a group
called the Duke Energy Community Partnership (DECP), in consultation with
Staff, regarding the evaluation of its DSM programs. [n the Commission’s
Finding and Order for case 06-0091-EL-UNC, et al. Duke's DSM program
evaluation costs are capped at 5% of each program’s expenditures with leftover
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program funds from canceled programs available for investment in other DECF
favored DSM measures.

Recommendation:

It is not yet apparent what new state laws, policy initiatives, or regulations might
impact energy conservation and demand-side management efforts, both in the
electric utility industry and in the natural gas utility industry. Nevertheless, on a
national scale, environmental concerns associated with coal fired generating
facilities, uncertainty about the future role of nuclear power, and the resulting
increased use of natural gas to fuel electric generation, have all combined to put
upward pressure on energy prices. Given this environment, conservation and
energy efficiency have a positive role to play in controlling energy costs.

Until such State laws, initiatives, or regulations for restructuring the utility industry
are forthcoming, Staff has no specific recommendations regarding Duke’s
Conservation and DSM Programs. However, as Duke’s DSM programs mature,
it is recommended that these programs be evaluated for their costs and benefits.
At that point in time, perhaps a framework will be in place to better identify the
true costs and benefits while assuring that the benefits, like the costs, can be
shared by the ratepayers funding the programs.

Staff recommends that Duke's DSM programs be reviewed in concert with
monitoring efforts from the DECP. Staff intends to monitor the progress of
Duke's natural gas DSM programs and review the natural gas DSM evaluation
studies to determine whether the rebates offered actually increase the saturation
of high efficiency natural gas furnaces.
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DUKE ENERGY OHIO
CASE NO. 07-588-GA-AIR
JURISDICTIONAL RATE BASE SUMMARY
AS OF MARCH 31, 2007

STAFF REPORT
SCHEDULE B-1
PAGE 1 OF 1
Supporting Applicant Staff
LINE Schedule Proposad Proposed
NO. RATE BASE COMPONENT Reference Amount Amount
1 Plant In Service B-2 3 1,103,871,272 1,082 365,217
2 Reserve for Accumulaied Depreciation B-3 (326,291,081) {321,632,176)
K] Net Plant In Service (Line 1+ Line 2) 777,580,191 770,733,041
4 Construction Work in Progress B-4 0 0
5  Working Capital Allowance B-5 47,060,881 0
6 Other Nlems:
7 Customer Advances for Construction B-6 (2,659,192) (4,678,628)
8 Conltributions in Aid of Construction {a} B-6 0 ¢
9 Poslretirement Benefits B-8 {5,508,703) (5,508,703}
10 Investment Tax Credits B-6 (396,361) (398,361)
11 Deferred Income Taxes B-6 (116,742,026) {116,742,026)
12 Other Rate Base Adjustments 8.6 6,080,125 6,080,128
13 Jurisdiclional Ratle Base (Line 3 thru Line 14) 3 702,414,915 649,287,448

{a} Contributions in aid of construction are already
netled against gross plant per FPC Order No, 490,
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DUKE ENERGY QHIO
CASE NO, 07-589-GA-AIR
DEPRECIATION AGCRUAL RATES, DEPRECIATION EXPENSE, AND
JURISDICTIONAL ACCUMULATED BALANCES BY ACCOUNTS, FUNCTIONAL CLASS OR MAJOR PROPERTY GROUP
AS OF MARCH 31, 2007

MANUFACTURED GAS PRCDUCTION PLANT

STAFF REPORT
SCHEDULE 8-3.2
PAGE 1 QF 4
F.ER.C. COMPANY ACCOUNT TITLE ADJUSTED JURISDICTION CURRENT CALCULATED
LINE ACCT. ACCT. OR MAJOR PLANT ACCUMULATED ACCRUAL DEFR.
NO. NO, NO. PROPERTY GROUPING INVESTMENT BALANCE RATE EXPENSE
A (B-1) (8-2) {C) (D) (E) (F) (G=DxF)
$ $ % $
1 304 2040 Land and Land Rights 427,814 (2,113)
2 304 2041 Rights of Way 4,147 3,701 2.00 83
3 308 2050  Structures & Improvements 3,705,658 3,219,859 2.00 74,113
4 311 2110 Liguefied Patroleum Gas Equipment 5,401,368 4,436,324 2.50 135,034
5 320 2200 Qther Equipment 30,095 34,582 7.14 2,149
] 108 Relirgment Work in Frogress {2.537)
7 Tolal Manufactured Gas Production Plant 9,559,082 7,689,816 211,379
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DUKE ENERGY QHIO
CASE NQ, 07-589-GA-AIR :
DEPRECIATION ACCRUAL RATES, DEPRECIATION EXPENSE, AND
JURISDICTIONAL ACCURMULATED BALANCES BY ACCOUNTS, FUNCTICNAL CLASS CR MAJOR PROFPERTY GROUF
AS OF MARCH 31, 2007

DISTRIBUTION PLANT

STAFF REPORT
SCHEDULE B-3.2
PAGE 2 OF 4
F.E.R.C. COMPANY ACCOUNT TITLE ADJUSTED JURISDICTION CURRENT CALCULATED
LINE ACZCT. ACCT. CR MAJOR PLANT ACCUMULATED ACCRUAL DEPR,
NO.  NO. NO. PROPERTY GROUPING INVESTMENT BALANCE RATE EXPENSE
) (B-1) (B-2) €} (G} (&) (F) (G=DxF})
$ 3 % 3
1 374 2740 Land and Lang Righls 133,008 3,536 0.00 0
2 374 27 Rights of Way 6,817,487 462,664 1.54 104,989
3 371 2742 Cily Gate Check Station 3,663 o} 0.00 0
4 375 2750  Struclures & Improvements 1,132,021 459,668 2.00 22,640
5 378 2761 Mains - Cast Iron & Copper 12,417,594 13,408,156 217 269,462
6 376 2762  Mains - Sleel 256,465,460 98,672,691 1.64 3,040 568
7 376 2763  Mains - Plastic 314,553,206 44,029,578 1.82 5,724,868
8 g 2765  Mains - Feeder 75,585,527 20,863.663 1.64 1,164,171
a 378 2760 Syslem Meas. & Reg. Station Equipment 14,431,020 2,775,058 2.22 320,369
10 378 2781 System Meas. & Reg. Station Equipment-Elec 2,838,554 1,953,264 6.67 189,398
11 378 2782  District Regulating Equipment 3,240,252 1,815,418 2.00 64,805
12 379 2780 Meas. & Reg. - City Gate 263,232 249,149 10.00 26,323
i3 380 2801  Services- Cast Iron & Copper 9,635,067 11,099,246 2.70 268,247
14 380 2802 Barvices-Stesl 18,686,179 7,884,426 263 491,447
i5 380 2803  Services-Plaslic 218,123,546 57,601,833 3.143 8,858,567
16 381  2810,2811 Meters 35,629,824 9,191,418 222 790,984
17 382 2820,2821 Meler Installations 24,898,583 8,128,151 247 540,209
18 383 2830  House Regulators 17,660,726 3,124,309 2.00 353,215
19 384 2840 House Regulator Installalions 12,496,754 2,101,903 2.22 277.428
20 385 2850 Large Industrial Meas, & Reg. Equipment 2,748,950 1,048,946 2,86 78,649
21 385 2851 Large Indusirial Meas. & Reg. Equipment - Gomm 726,303 306,119 2.86 20,772
22 387 2870  Oiher Equipment - (ther 76,253 55,027 7.69 5,864
23 387 2871 Streel Lighting Equlpment 765,241 441,116 238 18,213
24 108 Retirement Werk In Progress {3,12488) 0
25 Gas ARD 6,305,213 2,520,401
26 Total Dislribution Plant 1,036,845,703 294,382,149 21,540,278
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DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
DEFRECIATION ACCRUAL RATES, DEPRECIATION EXPENSE, AND
JURISDICTIONAL ACCUMULATED BALANCES BY ACCOUNTS, FUNCTIONAL CLASS OR MAJOR PROFERTY GROUP
AS OF MARCH 31, 2007

GENERAL PLANT

STAFF REPORTY
SCHEDULE B-3.2
PAGE 3 OF 4
F.E.R.C. COMPANY ACCOUNT TITLE ARJUSTED JURISDICTION CURRENT CALGULATED
LINE ACCT. ACCT, COR MAJOR PLANT ACCUMULATED ACCRUAL DEPR.
NO. NO. NO. PROPERTY GROUPING INVESTMENT BALANCE RATE EXPEMSE
(A) (B-1) (B-2) {C) D} (E} (F) {G=DxF}
$ $ % $
1 000 2030  Miscellansous Intangible Planl 4,848,935 3.483,408 Varicus 410,976
2 38¢9 2890 Land 1] 0 0
3 390 2800  Stuctures & Improvemnants 1,823,807 333.504 3.33 60,733
4 3N 2910 CHfice Furniture & Equipment 679,592 202,658 5.00 33,980
5 391 2911 Efectronic Data Processing Equipment o} {31.017) - 0
6 392 2920 Transportation Equipment 76,251 92,666 10.00 Charged to Transp. Exp.
7 392 2921 Trailers 512,305 310,819 6.67 Charged to Transp. Exp.
8 394 2940 Tools, Shop & Garage Equipment 7,451,609 2,642,013 4.00 298,064
9 395 2050  Laboratory Equipment 234,066 87,071 6.67 15,612
10 396 2960  Power Operated Power Equipment 118,621 66,701 9.09 Charged to Transp. Exp.
i1 397 2970 Communication Equipment 118,431 56,686 6.67 7.899
12 108 Relirement Wark in Progress 185,171 0
i3 Total General Plant 16,863,607 7,418,280 827,264
4 Total Gas Plani 1,062,378,392 309,490,245 22,578,921
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DUKE ENERGY OHIOQ
CASE NO. 07-582-GA-AIR

DEPRECIATION ACCRUAL RATES, DEPRECIATION EXPENSE, AND
JURISDICTIONAL ACCUMULATED BALANCES BY ACCOUNTS, FUNCTIONAL CLASS OR MAJOR PROFERTY GROUP

A3 OF MARCH 31, 2007

COMMON PLANT

STAFF REPORT
SCHEDULE B-3.2
PAGE 4 OF 4
F.E.R.C. COMPANY ACCCUNT TITLE ADJUSTED JURISDICTION CURRENT CALCULATED
LINE ACCT. ACCT. OR MAJOR PLANT ACCUMULATED ACCRUAL DEPR.
NO.  NO. NO. PROPERTY GROUPING INVESTMENT BALANCE RATE EXPENSE
(A} (B-1) (B-2) (€ (8] (E) {F) {G=DxF)
$ § % $
1 1020 Miscellaneous Intangible Plant 97,231,124 81,176,513 Various 9,566,576
2 1880  Land and Land Rights 2,121,648 106,807 0
3 1891 Righls of Way 37,969 0 0
4 1900  Structures & Improvemaents 84,748,235 10,449,740 291 2,466,174
5 1900  Stiuctures & Impravements - Alrium 11 257,952 157,107 2537 65,412
6 1900 Structures & Improvements - Clopay 4th 5th Gth Floor 754,773 764,773 000 (1) 0
7 1900 Structures & Improvements - Clopay Bldg 3,916,435 4,083,213 0.00 (1) o]
8 1910  Office Furniture & Equipment 15,008,697 7.607.388 5.00 754,835
9 191 Electronic Data Processing Equipment a 4] 0
10 1920  Transportation Equipment 85,312 86,282 10.00 Charged to Transp. Exp.
11 1921 Trailers 389,753 108,603 6.67 Charged to Transp. Exp.
12 1930 Storas Equipment 663,997 304,138 5.00 33.200
13 1940 Tools, Shop & Garage Equipment 1,153,457 363,546 4.00 46,138
14 1950  Laboralory Equipment 9,888 7.267 6.67 660
15 1980  Power Operated Equipment 42,047 42,046 g.09 Charged to Transp, Exp.
16 1970 Communication Equipment 158,313,973 4,954,138 6.67 1,021,442
17 1980 Miscellaneous Equipment 301,365 74,050 6.67 20,101
i8 108 Retirement Work In Progress (334,471)
19 Total Commen Plant 222,124,625 89,940,236 13,974,668
Commaon Plant Allocated to Gas
20 13.60% Original Cost 20,986,625
21 13.50% Reserve 12,141,931
22 13.50% Annual Provision 1.886,567
23 Total Gas Plant Including Allocated Common 1.092,365,217 321,832,176 24,465,468

(1) Fully Deprecialed
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DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
DEPRECIATION ACCRUAL RATES

MANUFACTURED GAS PRODUCTION PLANT

STAFF REFORT
SCHEDULE B-3.2a
PAGE 1 OF 4
F.E.R.G. COMPANY ACCOUNT TITLE PROPOSED AVERAGE
LINE ACCT, ACCT. OR MAJOR ACCRUAL % NET SERVICE CURVE
NO. NO. NO. PROPERTY GROUPING RATE SALVAGE LIFE FQORM
(A) {B-1} (B-2) {C} (F) {H} (U] )
%
1 304 2040 Land and Land Righls Perpetual Life
2 304 2041 Rights of Way 2.00 o] 80 8Q
3 305 2050 Struclures & lmprovements 2.00 -5 50 R2.5
4 311 2110 Liquefiad Pelroleum Gas Equipmant 2.50 -5 40 R1.5
5 320 2200 Other Equipment 7.14 0 14 L0.5
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DUKE ENERGY QHIO
CASE NO. 07-689-GA-AIR
DEPREGIATION ACCRUAL RATES

DISTRIBUTION PLANT

STAFF REPORT
SCHEDULE B-3.2a
PAGE 2 OF 4
F.ERC. COMPANY ACCOUNT TITLE PROPOSED AVERAGE
LINE ACCT. ACCT. OR MAJOR ACCRUAL % NET SERVICE CURVE
NO. NO. NO. PROPERTY GROUPING RATE SALVAGE LIFE FORM
(A) (B-1) (B-2} {C) (F} (H) Wi W
%
1 374 2740 Land and Land Rights 0.00 Parpetual Life
2 374 2741 Rights of Way 1.54 0 65 R3
3 374 2742 Cily Gata Check Station 0.00 Perpelual Life
4 375 2750 Structures & Improvements 2.00 -15 50 R1.5
[ a76 2761 Mains - Cast Iron & Copper 247 -25 46 R2.5
& 378 2762 Mains - Steal 1.54 -25 G5 R2
7 are 2783 Malns - Flastic 1.82 -25 55 R3
B 376 2765 Mains - Feeder 1.54 -25 65 R2
9 378 2780 System Meas. & Reg. Station Equipment 2.22 -10 45 R0O.5
10 378 2781 System Meas. & Reg. Siation Equipmeni-Elec 6.67 -5 15 L2
1 378 2782 District Regutating Equipment 2.00 -15 50 R1.&
12 379 2790 Meas. & Reg. - City Gate 10.00 0 10 LO
13 380 2801 Services- Cast Iron & Capper 2.70 =20 37 R1.5
14 380 2802 Seivices-Steel 2.63 -20 38 Ri
15 380 2803 Services-Plastic 313 =20 32 RrR2
16 381 28102811  Meters 2.22 [ 45 R2
ir 382 28202821 Mater Installations 217 1} 46 Rz.5
18 383 2830 Mouse Regulalors 2.00 0 50 RZ.5
19 384 2840 House Regulator Installations 2.22 1} 45 R1
20 385 2850 Large Indusirial Meas. & Reg. Equipment 2.86 -0 35 R1
21 385 2851 Large Industrial Meas. & Reg. Equipment - Comm 2.86 -10 35 Ri
22 38T 2870 Other Equipment - Other 7.69 0 13 51
23 387 2871 Sireet Lighling Equipment 2.38 -20 42 R2
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DUKE ENERGY CHIO
CASE ND. 07-589-GA-AIR
DEPREGIATION ACCRUAL RATES

GENERAL PLANT

STAFF REPORT
SCHEDULE B-3.2a
PAGE 3 OF 4
F.ER.C. COMPANY ACCOUNT TITLE PROPOSED AVERAGE
LINE ACCT. ACCT. OR MAJOR ACCRUAL % NET SERVICE CURVE
NO. NQ. NG, PROPERTY GROUPING RATE SALVAGE FORM
{A) (B-1) (B-2) (C) {F} [x)] ()
%
2 389 2890 Land Perpetual Life
3 390 2900 Struclures & Improvements 3.33 0 30 805
4 3N 2910 Qffice Furniture & Equipment 5.00 0 20 SG
B 392 2920 Transpertation Equipment 10.00 i0 0 82.0
7 392 2921 Trailers B.67 15 15 315
8 394 2940 Toals, Shop & Garage Equipment 4.00 1} 25 5Q
g 395 2050 Labgratory Eguipment 6.67 0 15 5Q
10 396 2960 Pawer Operated Power Equipment 9.09 30 1 RZ.5
1" 397 2970 Communication Equipment 6.67 0 15 8Q
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DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
DEPRECIATION ACCGRUAL RATES

COMMON PLANT

STAFF REPORT
SCHEDULE B-3.2a
PAGE 4 OF 4
F.ER.C. COMPANY ACCOUNT TITLE PROPQSED AVERAGE
LINE ACCT. ACCT. OR MAJOR ACCRUAL % NET SERVICE CHRVE
NO. NO, NO. PROPERTY GROUPING RATE SALVAGE LIFE FORM
(A} (8-1} (B-2} (C) (F) (H) {}] )
%
1 1030 Miscellaneous ntanglble Plant Varicus
2 1890 Land and Land Rights Perpetual Life
3 1891 Rights of Way Perpetual Life
q 1900 Structures & Improvements - Major 2493 {nm 0 100 R3
5 1900 Structures & Improvements - Miner 2.50 {n -5 40 R3
[} 1900 Struglures & Improvements - Atrium Il 25.37 Amaortized Over Life of Lease
7 1900 Siructures & Improvements - Clopay 4th 5th Gth Floor 0.00 12} Amortized Over Life of Lease
B 1900 Slructures & Improvements - Clopay Bldg 0.00 (2} Amortizad Over Life of Lease
9 1910 Office Furniture & Equipment 5.00 0 20 5Q
10 1920 Transpeoriation Equipment 10.00 10 10 52
11 1921 Traiters 6.67 15 15 S1.5
12 1930 Stores Equipment 5.00 0 20 sQ
13 1940 Tools, Shop & Garage Equipment 4.00 0 25 SQ
14 1950 Laboratory Equipment 6.67 4] 15 50
15 1960 Power Operaled Equipment 9,09 30 1" R2.5
16 1970 Communication Equipment 8.67 o] 15 50
17 1980 Miscellanequs Equipment 6.67 Q 15 5Q

{1) Compositied for Account as follows:

1900
1900

(2) Fully Depreciated

Plant In Service
(@

Depr. Expense
() =(a) x Rale

Composile Rale
Sum (b} / Sum {a)

2,376,386
117,011

Struclures & Improvements - Major 81,105,313
Strucluras & Improvements - Minor 4,680,440
85,785,753

2,493,397 2.91%
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DUKE ENERGY OHIO
CASE NO. 07-588-GA-AIR
OTHER RATE BASE ITEMS SUMMARY
AS OF MARCH 31, 2007

STAFF REPORT
SCHEDULE B-6
PAGE 1 OF 2
LIME ACCOUNT TOTAL ADJUSTED
NO. NUMBER DESCRIPTION COMPANY  ADJUSTMENTS  JURISDICTION
(A)
1 252 Customers' Advances for Construstion (C) {4,878,628) 4] (4,878,628)
2
3 271 Contrizutions in Aid of Construction 0 0 0
4
5 Post Retirement Benefits 0 {5.508,703) {5.608.703)
6
7 255030 Invesiment Tax Cradits: (B)
i
g Pre-1971 3% Credit 0 0 0
10 1971 4% Credit [396,361) Q (396,361}
1 1975 6% Credit (576,038) 576,038 0
12 1981 10% Credit (2,977.154) 2,977,154 0
i3 Total Investment Tax Credits (3,949,553} 3,553,192 {386,361}
14
18 Deferred Income Taxes:
16
17 190050 Gas Supplier Refund 48,273 0 48,273
18 190050 Natural Gas in Transit 131,873 0 131,873
19 190050 Cffsite Gas Slorage 100,408 0 100,408
20 190050 Rag Assel Benefits (9,007,002) 0 (9,007,002)
21 190050 Unamortized Debt Premium 33,016 0 33,018
22 190050 Trading Reserve - MTM (1,364,108} 1,364,109 0
23 190050 Executive Lita Insurance (490,468) \] (490,468)
24 180050 Pension Expensa 8,616,385 0 8,616,385
25 190050 Uncollectible Accounts (3,874,838) 0 (3,874,838)
26 190050 Post Relirement Benefits - Life Ins. 1,510,277 0 1,510,277
27 190050 Post Retlrement Benefits - Health Care 5,635,822 8] 6,635,822
28 190050 Post Employment Bensfits - SFAS 112 426,058 ¢] 426,058
24 180050 Supplemental Pension Flan 1,504,592 0 1,504,592
30 190050 LTIP 36,742 o 36,742
31 180050 Rale Case Expensa {13.858) 0 (13,8585)
32 180050 Gas Meters ’ 775,052 0 775,052
33 180050 ITC FAS 109 2,224 553 (2,224,553) 0
34 180050 Misc (56,308) 0 (56,300)
35 120060 Duke Merger Costs - Timing (117,647) 0 {117,647}
36 130060 Property Tax an Propane 515,199 0 515,199
37 190060 401k Incentive Plan 32,003 0 32,003
38 190060 Incentive Plan 235,095 o 235,095
39 190060 Vacation Pay Accruals 15,942 0 15,942
40 190060 Injuries & Damages 331.647 0 331.647
41 180060 Hospital & Medical Expense 177,618 0 177,618
42 Total Account 190050 8,426,417 (E860.444) 7,565,073
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DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
OTHER RATE BASE ITEMS SUMMARY
AS OF MARCH 31, 2007

STAFF REFORT
SCHEDULE B-6
PAGE 2 OF 2
LINE ACCOUNT TOTAL ADJUSTED
NO. NUMBER DESCRIPTION COMPANY  ADJUSTMENTS  JURISDICTION
(A) i
Deferred Income Taxes (Con't)
1 282050 Gas Meters (188,927) 0 (188,927)
2 282050 Liberalized Depreciation {114.790.466) 0 (114.790,466)
3 282050 AFLIDG in CWIP FAS 109 {24,659) 24,659 0
4 282050 Tax Interest Capilalizad 1,496,440 (1,496,440} 0
5 2820860 Contribution in Aid of Conslruction 557,564 Q 557 564
6 282050 AFUDC (1,101,509) 1,101,509 0
7 282050 Miscellanecus Flant {403,258) 0 (403,258)
8 282050 Non-cash Overheads (601,160) 0 601,160}
9 252060 Section 174 Expense {1.919,432) 0 (1,919,432}
10 282050 Plant FAS 109 (19,255,411} 19,265,411 0
1 Tolal Account 262050 (136,230.818) 18,885,139 {117,345,679)
12
13 283080 Deferred Fuel (3,005.429) 3,005,429 0
14 283050 Loss on Reacquired Debt (1,585,911} 1] (1,585911)
15 283050 Cuslomer Choice 41,136 (41,1386) 0
16 283050 Unbilled Revenue - Fuel 4,357,849 (4,357,849) 0
i7 283050 Uncallectible Accounds PIP (2,554,600 v} (2,554,600)
18 283050 Pest In-service Carrying Costs {2,120,090) 0 (2,120,080)
19 283050 ARD Cumulative Effect (1,360,040) 0 {1,360,040)
20 283060 Propery Tax 658,321 0 658,321
M Total Accouni 283050 (5,568,764) {1,393,556) (6.962,320)
22
23 Total Defarred Income Taxes (133,373.165) 16,631,139 (116.742,028)
24
25 Ofther:
26 AMRP Post-in-Service Garrying Costs 0 6,080,125 5,080,125
27 Total Other 1] 6,080,125 6,080,125

{A) Total Company is 100% Jurisdictional.

(B} The company elected the immediate flow through option under
Seclion 46(e)(3) in regards to the 1971 election and the rateable
flow through optian provided under Section 46(f{(2) in regards io
the 1975 etection.

(C) Corrected per Blyz Ridge Report
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481110

480400
480410
480611
480620
480621
480622
480623
480625

481400
481410
481611
481620
481621
481622
481623
481625

461450
481460
481651
481660
461661
4181662
481663
481665

482400
482611
482620
482621
482622
482623
482628

482460
482460
482651
482660
482661
482662
482663
482665

484400

DUKE ENERGY ORIQ
CASE NO. 07-689-GA-AIR
OPERATING REVENUE AND EXPENSES BY ACCOUNTS - JURISDICTIONAL ALLOCATION
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPCRT
SCHEDULE C-2.1
PAGE1OF T
LINE ACCT. UNADJUSTED
NO. NO. AGCOUNT TITLE JURISDICTION
(A}
1 REVENUE [£3)]
2 Retail Revenue
3 Residential
4 480400 Residentia! Sales 75,451,921
5 480410 Residential Unbilled 8,371,980
6 480811 Res GRT/ QET 12,694,991
7 480620 Res Gas Cost Recovery 280,868,818
B 480621 Res Percentage Income Paymen! Plan 4,647,517
9 480622 Res Slale Tax Rider 4,438,323
10 480623 Res AMRP 22,155,383
11 480625 Res Merger Savings Credit Rider {480,954)
12 Total Residential 417,147,979
13
14 Commercial
15 481400 Commercial Sales 25,192,947
16 481410 Commercial Unbilled 3,229,319
i7 461611 Comm GRT f OET 5,208,924
18 481620 Comm Gas Cost Recovery 125,474,220
19 481621 Comm Percentage Income Paymant Plan 1,994,385
20 481622 Comm State Tax Rider 1,609,830
21 481623 Comm AMRP 8,631,147
22 481625 Comm Merger Savings Credit Rider 90,578
23 Total Commercial 171,149,924
24
25 Industrial
26 481480 Industrial Sales 4,766,623
27 481460 Industrial Unblliled 736,730
28 481651 Ind GRT / OET 1,124,598
29 481660 Ind Gas Cost Recovary 26,059,013
30 481661 Ind Per¢antage Income Payment Plan 408,036
31 481662 Ind State Tax Rider 246,099
32 481663 Ind AMRP 416,075
33 481665 Ind Merger Savings Gredit Rider {10,459)
34 Total Industrial 33,748,715
35
36 Putlic Streel & Highway Lighting
37 482400 Public St & Hgwy Lighting 69,623
38 482611 SLGRT/OET 21,233
39 482620 SL Gas Cost Recovery 453,058
40 482621 SL Percentage Income Payment Flan 7,041
41 482622 5L State Tax Rider 6,759
42 482623 SL AMRP 2,316
43 482625 Sl Merger Savings Credit Rider (134)
44 Tatal Public Strast & Highway Lighting 559,896
45
46 Othar Public Authority
47 482460 Other Sales To Public Autharity 2,208,564
48 482460 Other Sales To Public Authority Unbilled £33,957
49 482651 OPA GRT/ OET §34,383
50 482660 OPA Gas Cost Recovery 13,402,184
51 482661 OPA Percentage Income Payment Flan 211,397
52 482662 OFA State Tax Rider 132,56%
/3 482663 ORA AMRP 305,784
54 482665 OPA Merger Savings Credit Rider 6,121
585 Total Public Street & Highway Lighting 17,422,709
56
57 484400 Inter Departmental Sales 905,004
58 Total Retail Revenue 640,935,297

(A) Talal Utility is 100% Jurisdictional.
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481120

493500

488010
488020
488040
438060
438070
488080
489000
489010
489011
489022
488023
488024
489025
489050
489100
489105
489110
489115
489120
489121
489125
489130
489131

488135
489140
489141
489150
48915614
489152
489153
489154
489165
439160
488161

439162
489163
489164
489165
489170
489171

489172
489173
489174
489175
489180
489181
489182
489183
480184
489185
489191
433030
493040
493050
493060
493080

DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR

GPERATING REVENUE AND £XFENSES BY ACCOUNTS - JURISDICTIONAL ALLOCATION

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDVILE G-2.1
PAGEZOF7
LINE ACCT. i UNAQJUSTED
NQ. NQ. ACCOUNT TITLE JURISDICTION
A)
(3)
1 REVENUE (Continued)
2 Other Revenue
3 488010 Miscellaneous Service Revenve 150
4 488020 Reconnection Charges 11,408
5 488040 Customer Diversion 459
6 438060 Bad Check Charges 20,080
T A88070 Wisc. Rev - Field Coll. Charge 3.300
8 488080 Transportation Swilching Fee 3534
9 488000 Transportation of Gas of Others 9,770,719
10 489010 Transportation of Gas - /G 129,127
11 489011 Transp GRT/QET 538,771
12 489022 Transp State Tax Rider 796,357
13 480023 Transp Accelerated Main Replacement 484,442
i4 469024 Transp Gas Surcradit Rider (175,842}
15 489025 Trans Mergar Savings Cr Rider (13,370}
16 489050 Other Produced Gas for Assoc. Companies 27,820
17 489100 Firm Transpaortation - Residential 11,204,747
18 489105 Firm Transportation - Res Unbilled (339,837)
19 489110 Firm Transportation - Commercial 9,392,071
20 489115 Firm Transportation - Comm Unbilled (194,680)
21 489120 Firm Transportation - Industrial 3,632,361
22 489121 Res Transp GRT / QET 787,187
23 480125 Firm Transpertation - Ind Unbilled (38,872)
24 489130 Firm Trangportation - Other 2,867,005
25 459131 Com Transp GRT ! CET 615,594
28 480135 Firm Transpartation - Other Unbilled 13,335
27 489140 Gas Suppliers - Metered Pool 487
28 489141 Ind Transp GRT/ OET 220,678
29 489150 Res Transp Gas Gost Recovery 79,157
30 489151 Res Transp Perceniage Income Payment 700,076
at 489152 Res Transp State Tax Rider 669,747
az 489153 Res Transp Accelerated Main Replacement 3,215,746
33 489154 Ras Transp Gas Surgredit Rider 10,697
34 489155 Res Transp Merger Savings Cr Rider (75,565)
35 489160 Com Transp Gas Cost Recovery 36,787
36 489161 Com Transp Percentage Income Payment 844,504
37 489162 Com Transp State Tax Rider 400,237
38 489163 Com Transp Accelerated Main Replacement 1,795,318
39 489164 Com Transp Gas Surcredit Rider 40,035
40 489165 Gom Transp Merger Savings Cr Rider (43,700)
41 489170 Ind Transp Gas Cast Recovery 95,663
42 489171 Ind Transp Percentage Income Payment 394,028
43 439172 Ind Transp Siale Tax Rider 158,015
44 489173 ind Transp Accelerated Main Replacement 138,028
45 489174 Ind Transp Gas Surcredit Rider 9,620
46 489175 Ind Transp Merger Savings Cr Rider {13,216)
47 489180 Oth Transp Gas Cost Recovery 7.667
48 489181 Gth Transp Percentage Incame Payment 293,295
49 489182 Oth Transp State Tax Ridar 164,662
50 489183 Oth Transp Accelerated Main Replacement 171,177
51 489184 Qth Transp Gas Surcredit Rider 20,710
52 483185 QPA Transp Merger Savings Cr Rider (10,492}
53 489181 Oth Transp GRT/OET 167,279
54 493030 Rent Other Equipment 15,766
55 493040,493500 Reni Land and Buildings - Assoc. Co. 2,442,282
58 493050 Renl Stores Facilities - Assoc, Ce. 24,834
57 493060 Rent Data Pracessing Equipment - Assoc. Co. 2,808
58 493080,493110 Rent Microwave System - Assoc. Co. 31,275
59 Total Other Revenue 51,741,601
6% Total Revenue 692,676,898

{A) Total Ulilty is 100% Jurisdictional.
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735100

711000
712000
T1T000

728
735000
736010

742000

§01000
801010
0e000
805200
806000
8OTO00

856000
859000

DUKE ENERGY QHICQ
CASE NO. 07-589-GA-AIR

OFPERATING REVENUE AND EXPENSES BY ACCOUNTS - JURISDICTIONAL ALLOCATION

FOR THE TWELVE MONTHS ENCED DECEMBER 31, 2007

STAFF REPDRT
SCHEDULE C-2.1
PAGE3OF 7
LINE ACCT. UNADJUSTED
NG NO. ACCOUNT TITLE JURISDICTION
(A
1 OPERATING EXPENSES $)
2 Production Expenses
3 Manufactured Expenses
4 Operalion
5 711000 Steam Expenses 16,796
B 712000 Other Powsr Expenses 10,065
7 717000 Liquified Petroleum Expense 472046
8 various Liguifiad Patroleurn Gas 121,194
9 735000 Miscellaneous Production Expense 177,876
0 736010 Rents 125,538
11 Total Qparation 923,505
12 Maintenance
13 742000 Maintenance ¢f Production Equipment 55,860
14 Total Maintanance 55,860
15 Tofal Preduction Expense 979,365
16
17 Other Gas Supply Expense
18 Purchased Gas Expense
19 501000 Natural Gas Field Line Purchases 423,386,911
20 got010 Natural Gas Field Line Purchases 148,770
21 805000 Unrecoverad Purchase Gas Cost Ad). 14,656,184
22 805200 Purchased Gas Costs - Unbilled Rey 11,779,992
23 806000 COther Gas Supply - Exchenge Gas 7,886,402
24 807000 Gas Purchased Expense 1,122,257
25 Total Gther Gas Supply Expense 458,980,518
28
27 Transmlssfon Expenses
28 Operation
28 856000 Transmission Mains Expense 1,352
30 850000 Other Expense -Transmission System Equipment 302
Tolal Qperation 1,664
Taolal Transmission Expense 1,654

(A} Total Utility is 100% Jurisdictional.
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BEO200

8700C0
871000
874000
875000
876000
878000
879000
880000
861020

885000
887000
BBI000
890000
892000
893000
8594000

901000
902000
903000
904
905000

DUKE ENERGY OHIO
CASE NO. 07-580-GA-AIR

OPERATING REVENUE AND EXPENSES BY ACCOUNTS - JURISDICTIONAL ALLOCATION

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-241
PAGE 4 OF 7
LINE ACCT, UNADJUSTED
NG, ND. AGCOUNT TITLE JURISDICTION
A)
1 Distribution Expenses {5}
2 Qgperalion
3 870000 Supervision and Engineering 353,788
4 871000 Load Dispatching 424,761
5 874000 Mains and Services 4,308,592
[ 875000 Measuring and Reg. Stalions - General 193,838
7 876000 Measuring and Reg. Stations - Indusirial 102,836
8 878000 Metlers and House Regulators (124,264)
9 879000 Cuslomer Inslallations 10,431,576
10 880000,880200 Qther Expensss 4,509,238
11 881020 Rents Interce - Buildings 8,544
12 Total Operatlon 20,208,809
13 Maintenance
14 885000 Suparyision and Engineering 378,052
16 887000 Mains 3,766,030
16 889000 Measuring and Regulating Stalions - General 293,821
17 £90000 Measuring and Regulating Stalions - Industrial 2421
18 892000 Services 409,764
19 893000 Meters and House Regulators 513,706
20 894000 Cther 561,584
21 Total Maintenanze 5,046,286
22 Total Distribution Expense 26,155,195
23
24 Customer Accounts Expense
26 Operation
26 901000 Sugervision and Engineering 65,267
27 902000 Meter Reading Expense 3,230,340
28 903000 Customer Records and Collections 10,278,612
30 204 Uncollectible Accounts 17,154,476
k3! 905000 Miscellaneous Customer Accounts Expense 109
32 Total Customer Accounls Expense 30,728,808

{A) Total Wiility is 100% Jurisdictional.

a9



926000

929110

908000
909000
910000

911000
913000

426520
920000
221
922000
923
924
926
926110
928000
929
930000
030202
931

935000

407

DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR

OPERATING REVENUE AND EXPENSES BY ACCOUNTS - JURISDICTIONAL ALLOCATION

FOR THE TWELVE MONTHS ENCED DECGEMBER 31, 2007

STAFF REFORT
SCHEDULE C-2.1
PAGESOF 7
LINE ACCT. UNADJUSTED
NO. N, ACCOUNT TITLE JURISDICTION
{A)
1 Gustomer Service and Information Expense (3]
2 Operalion
3 908000 Customer Assistance 970,517
4 909000 Information and Instruclicnal Adverilsing 159,832
& 910000 Miscollaneous Customer Service and Information Expense 4,390,804
6 Tatal Custormer Service and Informalion Expense 5,621,153
7 Sales Expanse
a Qperation
g 911000 Supervision 42
10 913000 Advertising 8,568
i Tolal Balss Expense 8,610
12 Administrative and General Expenses
13 Operation
14 426520 Sala of Accounts Recsivable Fees 3,387,496
15 920000 Administralive & General Salazies 10,363,285
16 021 Ofiice Supplies & Expenses 9,540,412
17 922000 Administrative Expenses Transferred - Credil (647)
13 923 Outside Services Employed 2,644,284
19 924 Property Insurance 765,124
20 925 Injurigs & Damages 833,151
21 Various Employee Pension & Benefits 13,447,097
22 828000 State Reg. Commission Expense 237,934
23 929 Duplicate Charges-Credit (97,377)
24 930000 General Advertising Expenses 89,721
25 £30202 Miscellaneous General Expenses 295472
26 93 Rents 3,140,523
27 Total Operation 45 356,555
28 Malntenance
29 935000 Maintenance of Equipment 314,129
30 Total Administralive and General Expense 45,670,684
3 Other Exponse
32 407100 Amonrtizétion of Deferred Expense 25,146
33
34 Taotal Operating Expense 568,071,129

(A) Total Uility is 100% Jwisdiclional.
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96.20%
2.53%

1.27%

408015

HWY USE
408420
408530
408550
408599

403000
403005
404201

408410
408410

408410
408625

408035
408076
408090
408912
408095

BUKE ENERGY QHIO

CASE NOQ. 07-689-GA-AIR

OPERATING REVENUE AND EXPENSES BY ACCOUNTS - JURISDICTIONAL ALLOCATION

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-2.1
PAGE 6 OF 7
LINE ACCT. UNADJUSTED
NO NO. AGCOUNT TITLE JURISDICTION
A
(%)
1 Depreciation Expense
2 403000 Depreciation Gas Plant In Service 24,446,514
3 403005 Depreciation Gas Plant In Service - ARQ 6,228,822
4 404201 Amartization Expensa - Limited Tarm 120,990
5 Total Depreciation Expense 31,306,328
G
7
B Taxes Other Than Income Taxes
9 Other Federal
10 408410 Insurance Contribution 2,387,044
11 408410 Unemployment Compensation 62,778
12 Total Other Federal 2,449,822
13
14 Cther State and Lacal
15 408410 Unemployment Compensation 31,513
16 408625 Excise 31,644,084
17 Various Highway Use 173
18 \arious Propedy Tax Ohio 15,502,298
13 408075 Properly Tax Indiana 1.212
20 408090 Properly Tax Wesl Virginia 191,266
21 408912 Mol Tax 8,785,657
22 408095 Properly Tax - Miscellaneous States 51,840
23 Total Olher State and Local 56,206,041
29 Total Taxes Other Than Income Taxes 28,657,863

(A) Toral Utility is 100% Jurisdiclional.
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4101414

408080

410060

411065
411060

DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR

CPERATING REVENUE AND EXPENSES BY ACCOUNTS - JURISDICTIOMAL ALLOCATION

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-2.1
PAGETOF7
LINE AGCT. UNADJUSTED
NQ. NO. ACCOUNT TITLE JURISDICTION
A
(%}
1 Federal Income Tax Expense
2 409060 Mormal and Surtax (12,361}
3 Total Federal Income Tax Expense {12,361}
4
5 Pravision for Deferred Income Taxes - (Deferrals)
[ 410060 Deferred Income Taxes (842,054)
7 Total Provision for Deferred Income Taxes 842,054
8
9 Provision for Deferred Income Taxes = (Writebacks)
10 411065 Amaortization of Investment Cradii (222,564)
" 411060 Deferrad Inceme Taxes - Wiilebacks 7,224,339
12 Tolal Provision for Deferred Income Taxes 7,001,775
13
14
15 Total Federal Income Tax Expanse B,i47,360
16
17 Total Operating Expense E64,272,678
18
19 Net Operating Income

{A) Total Utility is 100% Jurisdiclional.
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DUKE ENERGY QHIOQ
CASE NQ. 07-589-GA-AIR

SUMMARY OF JURISDICTIONAL ADJUSTMENTS

TC OPERATING INCOME

FOR THE TWELVE MONTHS ENDEQ DECEMBER 31, 2007

STAFF REPORT
SCHEOULE C-3
PAGE 1 OF 4
TOTAL ANNUALIZE ¢ CAPITALIZE RATE ANNUALIZED
LINE SCHEDULE NORMALIZE AMRP CUST. CASE TEST YEAR ANNUALIZE
ND. TITLE OF ACCOUNT C-3 REV & EXP INSTALLATICNS EXPENSE WAGES DEPRECIATION
ELEMENT of QPERATING INCOME c-3.1 C-3.2 C-3.3 C-3.4 C-3.5
1 OPERATING REVENUE
2  Base 9,412,907 3,871,039
3 GasCosls (105,608,114} (105,608 114)
4 Qther 1,002,114 1,092,114
5 Total Revenus (95,193,093) (100,644 861) [i [i] 0 [}
]
7 OPERATING EXPENSES
8  Operalion and Mainienance Expenses
g Preduction Expenses
10 Liquified Patrcleum Gas Q
11 Cther 802,182
12 Tolal Production Expensea 502,152 o] ] g 0 0
13
14 Other Gas Supply Expenses
15 Purchasad Gas {92,235.704) (82,235,704}
16 Olhar 0
17 TolakQther Gas Supply Expense {92,235.704) (82,235,704} 0 Q 0 0
18
19 Transmisslon Expense (1.654)
20  Dislribulion Expense {6.804,322) (6,838.498)
21 Cuslomer Acceunts Expense {1.824,439)
22 Guslomer Se/v & Info Expense {2,588,850)
23  Sales Expensa 0
24 Administrative & General Expense {5.679.185) 7,000 {6,082.046)
25  Amordizalion of Deferred Expense i01,182
26 Total Qperation and Maintenancs Exp (108.631.120) (82,235,704) (6.838.498) 97,000 {6.062,046) 0
27
28  Depreciation Expense (6.930,838} 0 1] 0 0 {6.930.838)
23
30 Taxes Othar Than Income Taxes
31 Olhar Federal Taxas {746.245)
32 Slate and Olher Taxes (4,085,477}
33 Tela! Taxes Other Than Income Tax {4,831.722) 0 [} [¥] 0 0
34
35  Foderal Income Taxes
36 Normal and Surlax 7,264,976 (2.2493.240) 2,393,474 {33,950) 242118 [
37 Prav Deferred Inc Tax {Deferrals} 2,457,428 2425793
38 Prov Deferred Inc Tax (Wrilebacks) 0
39 Tolal Federal Inc Tex Expense 9,722,404 (2.943.240) 2,393,474 {23,950) 2,121,716 2,425,793
40
41  Total Oper. Expenses and Tax {110,871,276) {95,178.944) (4,445,024) 63,050 (3,940,330} (4,505,045}
42
43  Nel Operaling Incoms 15,588,183 {5.466,017) 4.445,024 {63,050} 3,840,330 4,505,045
38.44% 35.00% 35.00% 35.00% 38.00% 36.00%
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DUKE ENERGY OHID
CASE NO. 07-56-GA-AIR

SUMMARY OF JURISDICTIONAL ADJUSTMENTS

TO OPERATING INCOME

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3
PAGE 2 OF 4
CUSTOMER OHIO ANNUALIZE SYNCHRONIZE INTEREST
LINE SERVICE EXCISE PROPERTY PIPP REVENUE EXPENSE BUDGET
NO. TITLE OF ACCOUNT DEPOSITS TAX TAX AND EXPENSE DEDUCTIBLE ADJUSTMENT
ELEMENT of OPERATING INCOME C-3.6 C-3.7 C-3.8 c-3.9 C-3.10 C-3.11
1 OPERATING REVENUE
2 Bass 5,712,444
3 GesCosls
4 Qther
5 Tolal Revenue 0 5,712,444 9 0 Q 0
6
7 OPERATING EXPENSES
8 Operation and Mainlenanca Expansas
9 Preduction Expenses
10 Liquified Pelroleum Ges
1 Other 502,152
12 Talal Production Expansa ] 0 0 0 0 502,152
13
14 Other Gas Supply Expenses
15 Purchased Gas
16 Othar
47 Total Qlher Gas Supply Expense O Q 0 0 0 0
18
18 Transmission Expense
20 Diglribution Expense 34,176
21 Cuslomer Accounts Expanse 282,710 (384,108}
22 Guslomer Sarv & info Expense (2.522,933)
23 Sales Expense
24 Adminislrative & General Expense 1.924.762
25  Amartization of Deferred Expense
26 Total Operation and Maintenancs Expenses 282,710 Q 1] (384,108} 0 61,843)
27
28 Depreciation Expensa 0 0 0 0 0 V]
29
30 Texes Clhas Than Income Taxes
31 Other Federal Taxas
32 Slate and Othar Taxes {3.952,446) (791.780)
33 Tolal Taxes Other Than Income Tax 0 {3.962,446) (791,780) 1] ] {
34
s Federal Incoma Taxes
36 Normal and Surtax (98,949 3,386,212 277,123 134,438 803,648 21,645
37 Prov Dafarred Ine Tax (Deferrals) 67,040
38 Prov Defarred Inc Tax (Wrilebacks)
3¢ Tolal Federal Inc Tax Expensa (98,949) 3,486,212 277,123 134,438 870,697 21,845
40
41 Tolal Opar. Expenses and Tax 183,761 (576.234) (514,657) (249.670) 370,697 (40,198)
42
43 Net Opsrating Incoma {183,761) 6,288,678 514,657 249,670 (879,697 40,198
38.00% 35.00% 35,00% 35.00% ADIVIDI 35.00%
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DUKE ENERGY QHID
CASE NQ. 7-588-GA-AIR

SUMMARY OF JURISDICTIONAL ADMUSTMENTS

TQ OPERATING INCOME
FOR THE TWELVE MONTHS ENDED ODECEMBER 31, 2007
STAFF REPORT
SCHEDULE G-3
PAGE 3 OF 4
ELIMINATE ELIMINATE ADJUST ARJUST ANNUALIZE
LINE STATE EXP ASS0C MON JURIS, PUCOIOCC UNCOLLEGTIBLE PENSION &
NO. TITLE OF ACCOUNT TAX RIDER VW HARTWELL EXPENSES ASBESSMENTS EXPENSE BENEFIT EXP
ELEMENT of QPERATING INCOME C-3.12 C-213 C-3.14 G-3.18 G316 G-3.17
1 OPERATING REVENUE
? Bass {170,576)
3 Gas Cosls
4 Other
5 Total Revenua {170,576} 0 0 o] 0 0
-]
7 OPERATING EXPENSES
8 Operalion and Maintenance Expenses
9 Produclion Expenses
10 Liquified Palrgleum Gas
11 Qther
12 Tolal Preduclion Expense [1] 0 i) 1] 0 0
13
14 Qlher Gas Supply Expenses
15 Purchasad Gas
16 Cther
17 Tolal Other Gas Supply Expense 0 a 0 0 0 0
18
19 Transmission Expense {1,654)
20 Dislribulion Expensa
21 Cuslomer Accounts Expense {1,308) (1.821,733)
22 Cuslomer Sarv & Info Expense {65,917}
23  Sales Expensze
24 Administrative & General Expense {1.579) {284,434} (B63.412) (489,776)
25  Amodizalion of Defarred Expansa
26 Total Qperafien and Mainlanance Expenses 0 {1,579) {353,313} (863.412) (1,821,733) (489,776)
27
28 Oegreciation Expense LU 0 (4] 0 i} 0
29
30 Taxes Other Than Income Taxes
3 Olher Federal Taxas {5.600)
3z Slale and Olher Taxes {133,853) 802,602
33 Total Taxes Other Than Income Tax {133,853) 1] {5,600 802,602 0 0
<t ]
35  Federal Income Taxes
36 Normal and Surlax {12,853) 553 125,620 21,284 637,607 171,422
37 Prov Deferred Inc Tax (Deferrals)
3B Prov Deferred Inc Tax (Wrilebacks)
38 Tolal Federal Inc Tax Expensa (12,853) 593 125620 21,284 B37.,607 171,422
40
41 Tolal Oper. Expenses and Tax {146,706) {1,026} (233,283) {34,526} (1,184,126} (318,354}
42
43 Nel Cperating Incoms (23,870) 1,026 233,293 39,526 1,184,126 318,354
35.00% 35.02% 35.00% 35.00% 35.00% 35.00%
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DUKE ENERGY OHIQ
CASE NO. 07-580-GA-AIR
SUMMARY OF JURISDICTIONAL ADJUSTMENTS
TO OPERATING INCOME
FQR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3
PAGE 4 OF 4
ANNUALIZE ANNUALIZE ANNUALIZE RESERVED RESERVED
LINE FICA UNEMPLOYMENT  AMORT OF GAS FOR FOR
NQ. TITLE OF ACCOUNT TAXES TAXES PISCC WEATHERIZATION  FUTURE USE FUTURE USE
ELEMENT of OPERATING INCOME C-3.18 G-3.19 Cc-3.20 C-3.21 C-3.22 C-3.23
1 DPERATING REVENUE
2 Base
3 Gas Casls
4 Othar
5 Total Revenue [+] ¢ 4] 0 [ Q
&
T OPERATING EXPENSES
8 Qperation and Mainlenance Expensas
g Preduclion Expenses
10 Liguified Pelroleum Gas
1 GClhet
12 Tolal Production Expense 0 g 9 Q [ 0
13
14 Other Gas Supply Expenses
15 Furchased Gas
16 Olher
17 Total Othar Gas Supply Expensa ] 0 0 Q Q 0
18
19 Tansmission Expense
20 Distribution Expanse
21 Customer Accounls Expanse 0
22 Customer Serv & Infe Expense
23 Sales Expense
24 Adminisirativa & General Expense
26  Amortization of Deferred Expense 104,182
26 Total Operation and Mainlenance Expenses 0 0 101,182 1] 0 h)
27
28 DOepreciation Expense 0 0 o a 0 g
29
30 Taxes Other Than Incoms Taxes
31 Clher Federal Texes (677,345) {63.300)
32 Stats and Othar Taxes
33 Total Taxas Other Than Income Tax {677,345) (63.300) 0 Q 1] i
34
3%  Foderal [ncome Taxas
36 MNormal and Surtax 237071 22,165 0 0 0 b
37 Prov Deferred Inc Tax (Dalerrals} {35,414}
38 Prov Daferrad Inc Tax (Writebacks)
39  Tolal Fedsral Inc Tax Expense 237071 22,155 (35,414} g [i] 0
40
41 Tola! Opei. Expanses and Tax (440,274) (41.148) (5,768 a 9 0
42
43 Net Qperating Incoms 440,274 41,145 {65, 768) 0 Q 0
35.00% 35.00% 35.00% HOIVID! #DIVIO! #DIV/0I
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DUKE ENERGY OHIO
CASE NO. 07-583-GA-AIR
ANNUALIZED REVENUE

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.1

PAGE 1 OF 2
PURPOSE and DESCRIPTION AMOUNT
PURPOSE and DESCRIPTION: To reflect adjustments to operating
revenues to reclassify and annualize base and gas cost recovery revenue,
1o eliminate unbilled revenues and to adjust other operating revenues.
Base Revenue To Sch G-3 Summary <--- $3,871,039

Gas Cost Revenug

Other Revenue

Total

Jurisdictional allocation percenlage

Jurlsdictional amownt

107

To Sch C-3 Summary <---

To Sch G-3 Summary <---

{106,608,114)

1,092,114

- § (100,644,961)

100%

§ (100,644,951



DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
ANNUALIZED GAS COST
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.1
PAGE 2 OF 2
PURPOQSE and DESCRIPTION AMOUNT
PURPQSE and DESCRIPTION: To reflect the change in purchased gas cost
which would resull from the annualization of purchased gas cost and the elimination
of gas costs associated with unbilled revenues.
Gas Cost Expense Adjustiment $ (92,235,704)
Jurisdictional allocation percantage 100%
Jurisdictional amount To Sch C-3 Summary <--- $ (92,235 704)

108



DUKE ENERGY OHIO
CASE NO. 07-089-GA-AIR
CAPITALIZE CUSTOMER INSTALLATION EXPENSE
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.2

PAGE 1 CF 1
PURPOSE and DESCRIPTION AMOUNT
FURPOSE and DESCRIPTION; To reclassify certain customer installation expenses
{curb to meder expenses) from operations 1o capital.
Reclassification of Curb-ta-Meter Expense 3 (8.548,123)
Amortization of Expense Over 5 Years 1,709,625
Total 3 (6,838,498)
Jurisdicticnal allocation percentage 100%
Jurisdictional amaunt To Sch C-3 Summary <--- 3 (6,838 498)
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DUKE EMERGY QHIO

CASE NO. 07-589-GA-AIR

RATE CASE EXPENSE

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REFORT

SCHEDULE C-3.3

PAGE 1 QF 1
PURPOSE and DESCRIPTION AMOUNT
PURPOSE and DESCRIPTION: To reflect the estimated cost
of presenting this case
Tolal b 97,000
Jurisdictional allocation percentage 100%
Jurisdiclional amount To Sch G-3 Summary <--- $ 97,000
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DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
ANNUALIZED WAGE ADJUSTMENT
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.4

PAGE 1 OF 1
PURPOSE and DESCRIPTION AMOUNT
PURPOSE and DESCRIPTION: To reflect base payroll costs for full-time,
part-time and temporary employees as of April 23, 2007 using wage rates
in effect at April 23, 2007.
Total $ (6.,062,046)
Jurisdictional allocation parcentage 100%
Jurisdictional amaunt To Sch C-3 Summary <--- $ (6,062,045)
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DUKE ENERGY OHIO
CASE NQ. 07-588-GA-AIR
ANNUALIZED DEPRECIATION EXPENSE
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF RERORT
SCHEDULE C-3.5
PACE 1 OF 2
PURPQOSE and DESCRIPTION AMOUNT
PURPOSE and DESCRIPTION: To refiect the adjustment to
annualize depreciation expense as calculated on
Schedule B-3.2 based on plant at March 31, 2007.
Total $ (6,930,838)
Jurisdictional aflocation percentage 100%
Jurisdictional amount To Sch C-3 Summary <— _§ {8,830,838)

112



DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
ANNUALIZED DEPRECIATION EXPENSE
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.5
PAGE 2 OF 2
PURPOSE and DESCRIPTION AMQUNT
PURPOSE and DESCRIPTION: To reflect the adjustment to
deferred income taxes as a resull of the annualization of
book depreciation based on plant at March 31, 2007.
Total $ 2,425,793
Jurisdictional allocation percentage 100%
Jurisdictional amount To 8ch C-3 Summary <—-  § 2,425 793
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DUKE ENERGY QRIO
CASE NO. 07-589-GA-AIR
INTEREST ON CUSTOMER SERVICE DEPOSITS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.6
PAGE t OF 1
FURPOSE and DESCRIFTION AMOUNT
PURPOSE and DESCRIPTION: To reflect the interest on
Customer Service Deposits as an operating expense as
calculated on WPB-5.1e.
Total $ 282,710
Jurisdiclional allocation percentage 1C0%
Jurisdictional amount To Sch C-3 Summary <-- % 282,710
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DUKE ENERGY OHIO
CASE NO. 07-582-GA-AIR
OHIO EXCISE TAX
FOR THE TWELVE MONTHS ENDED DEGEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.7
PAGE 1 OF 1

PURPOSE and DESCRIPTION AMOUNT

PURPOSE and DESCRIPTION: To synchronize Ohic Excise Tax revenue and expense.

Ohio Excise Tax Revenue $ 5,712,444
Jurisdictional allocation percemage 100%
Jurisdictional ameunt Ta Sch C-3 Summary <--- $ 5712444
Chio Excise Tax Expense b (3,962 ,446)
Jurisdictional allogalion percentage 100%
Jurisdictional amount To Sch C-3 Summary <--- $ {3,962 ,446)
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DUKE ENERGY CHIO
CASE NO. 07-589-GA-AIR
PROPERTY TAX ADJUSTMENT
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.8
PAGE 1 OF 1
PURPOSE and DESCRIPTION AMOUNT
PURPOSE and DESCRIPTION: To reflect the change in expanse
if property taxes were calculated in accordance with 8.B. 287 and
based on plant in service as of March 31, 2007
Total $ (791,780)
Jurisdictional allocation percentage 100%
Jurisdictional amount To Sch C-3 Summary <--- $ (791,780
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DUKE ENERGY CHIO
CASE NO. 07-589-GA-AIR
SYNCHRONIZE PIFP REVENUE AND EXPENSE
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.9
PAGE 1 OF 1
PURPQSE and DESCRIPTION AMOUNT
PURPOSE and DESCRIPTION: To adjust the lavel of PIPP uncollsctible expense
to match the normalized PIPP revenue o be collected by Rider PIPP,
Total $ {384,108)
Jurisdictional allocation percentage 100%
Jurisdictional amount To Sch C-3 Summary <--- $ (384,108)
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DUKE ENERGY OHIO
CASE NO, 07-589-GA-AIR
INTEREST EXPENSE DECUCTIBLE
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.10
PAGE 1 OF 2
PURPQSE and DESCRIPTION AMOUNT
PURPOSE and DESCRIPTION: To reflect federal income taxes at
35% due to interest deductible for tax purposes being based
on rate base al March 31, 2007 as shown on Schedulg B-1 and
ihe weighted cost of debt of 2.6% as shown on Schedule D-1.
Total $ 803,648
Jurisdictional allocation percentage 100%
Jurisdiclional amount To Sch C-3 Summary <--- $ 803,648
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DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
INTEREST EXPENSE DEDUCTIBLE
FOR THE TWELYE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.10

PAGE 2 OF 2
PURROSE and DESCRIPTION TOTAL
AMOUNT
PURPCSE and DESCRIPTION: To reflect the elimination of federal deferred
lax expenses related to Allowance for Funds Used During Construction
and Capitalized Interest.
Deferrals:
Capilallzed Interest $ 117,085
AFUDC - PUCO (50,036}
Total Adjustment $ 67,049
Jurisdictional allocation percenlage 100%
Jurisdiclional amount To 8ch C-3 Summary <-- $ 67,049
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DUKE ENERGY OHIO
CASE NO. 07-689-GA-AIR
BUDGET ADJUSTMENT

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.11
PAGE 1 OF 1
PURPOSE and DESCRIPTION AMOUNT
PURPOSE and DESCRIPTION: To adjust the corporate budget for known changes
to O&M.
Other Production Expense $ 502,152
Distribution Expense 34,176
Customer Service & Infermation Expense (2,522,933}
Administrative & General Expense 1,924 762
Tolal $ {61,843)
Jurisdictional allocation percentage 100%
Jurisdictional amount To Sch G-3 SBummary <-- 3 (61,843)
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DUKE ENERGY CHIO
CASE NO. 07-582-GA-AIR

STATE TAX RIDER

FOR THE TWELVE MONTHS ENDED DECEMRBER 31, 2007

STAFF REFORT
SCHEDULE C-3.12
PAGE 1 OF 1

PURPOSE and DESCRIPTION AMOUNT

PURPOSE and RESCRIPTION: To synchranize the State Tax Rider revenue and expense.

Revenue 3 {170,576)
Jurisdictional allocation percentage 100%
Jurisdictional amount To Sch C-3 Summary <--- 3 {170,576)
Taxes Other Than Income Taxes 3 (133,853)
Jurisdictional allocalion percentage 100%
Jurisdictional amount To Sch G-3 Summary <--- % {133,853)
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DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
ELIMINATION OF HARTWELL EXPENSES
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.13
PAGE 1 OF 1
PURPQSE and DESCRIPTION AMOUNT
PURFOSE and DESCRIPTION: To reflect the elimination of non business
expenses related to Hartwell.
Administrative & General Expense $ (1,579)
Jurisdictional allocalion percentage 100%
Jurisdictional amount To Sch C-3 Summary <--- $ (1,579
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DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
ELIMINATE NON-JURISDICTIONAL EXPENSE
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.14
PAGE 1 OF 1

PURPOSE and DESCRIPTION AMOUNT

PURPOSE and DESCRIPTION: To eliminate non-jurisdictional operating expenses,

Transmission Expense $ (1,654}
Customer Accounts Expense {1,308}
Customer Service & Information Expense (65,917)
Administrative & General Expense (284,434)
Other Federal Taxes (5,600)
Total Adjustment 3 (358,913)
Jurisdictional allocation percentage 100%
Jurisdictional amount To Sch C-3 Summary <--- $ {358,213)
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DUKE ENERGY QHIO
CASE NO. 07-588-GA-AIR
ANNUALIZATION OF PUCO AND OCC ASSESEMENTS
FOR THE TWELVE MCNTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.15
FAGE 1 OF 1
PURFOSE and DESCRIPTION AMOUNT
PURPOSE and DESCRIPTION: To annualize and reclassify the
PUCO and OCC assessmenls to the latest known level.
Administrative and General Expenses 412
Jurisdiclicnal allocation percentage 100.000%
Jurisdictional amount To 8ch C-3 Summary <--- $ (863,412)
Stale and Cther Taxes £ 802,602
Jurisdictional allocation percentage 4100.000%
Jurisdictional amecunt To Sch C-3 Summary <--- § 802602
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DUKE ENERGY OHIO
CABE NO. 07-589-GA-AIR
ABJUST UNCOLLECTIBLE EXPENSE
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.16
PAGE 1 OF 1

PURPOSE and DESCRIPTION AMOUNT

FURPOSE AND DESCRIPTION: To annualize unccllectible expense.

Total $ (1,821,733)
Jurisdictional allocation perceniage 100%
Jurisdictional amount To Sch C-3 Summary <--- 3 (1,821,733)

125



DUKE ENERGY OHIO
CASE NO. 07-588-GA-AIR
ANNUALIZE PENSION AND BENEFITS EXPENSE
FCOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.17

PAGE 1 OF 1
PURPOSE and DESCRIPTION AMOUNT
PURPOSE and DESCRIPTION: To annualize pansion and banefits
expense based on annualized wages as of April 23, 2007.
Total § (489,7786)
Jurisdictional allocation percentage 100%
Jurisdictional amount To Sch CG-3 Summary <--- 3 (489,776}
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DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
ANNUALIZE FICA TAXES
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.18

PAGE 1 OF 1
PURPQSE and DESCRIPTICN

AMOUNT
PURPOSE and DESCRIPTION: To annualize payroll taxes based on
annualized wages as of April 23, 2007.
Total 3 {677,345)

|

To Sch C-3 Summary
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DUKE ENERGY QHIO
CASE NO. 07-689-GA-AIR
ANNUALIZE UNEMPLCYMENT TAXES
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.19

PAGE 1 OF 1
PURPOSE and DESCRIPTION

AMOUNT
PURPQOSE and DESCRIPTION: To annualize unemployment taxes
based on annualizad wages as of April 23, 2007.
Total $ (63,300}

To Sch C-3 Summary
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DUKE ENERGY CHIO
CASE NO. 07-682-GA-AIR
ANNUALIZE AMORTIZATION OF PISCC
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.20
PAGE 1 OF 2
PURPOSE and DESCRIPTICN AMOUNT
PURFQSE and DESCRIPTION: To reflect the adjustiment to
annualize amortizalion of Post In Service Carrying Costs
accreed 85 of March 31, 2007.
Tetal $ 101,182
Jurisdictional allocalicn percentage 100%
Jurisdictional amaunt To Sch G-3 Summary <--- $ 101,182
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DUKE ENERGY OHIO
CASE NO, 07-589-GA-AIR
ANNUALIZE AMORTIZATION OF FISCC
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-3.20

PAGE 2 OF 2
PURPQSE and DESCRIPTION AMOUNT
PURFPQOSE and DESCRIPTION: To reflect the adjusiment to
current and deferred income taxes as a result of the annualization
of amortization of PISCC accrued as of March 31, 2007.
Daferred Income Tax $ {35,414)
Jurisdictional allogalion percentage 100%

To Sch C-3 Summary <«

Jurisdictional amount ToSchC4,LIne 16 < |3 (35.414)
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DUKE ENERGY OHIO
CASE NQ. 07-689-GA-AIR
GAS WEATHERIZATION PROGRAM
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REFORT
SCHEDULE C-3.21
PAGE 1 OF 1
PURPOSE and DESCRIFTION AMOUNT
PURPOSE and DESCRIPTION: To eliminate the the applicant's
proposed adjustment to the gas weatherization program per the merger agreemant
Total 3 -
Jurisdictional allocation percentage 100%
Jurisdictional amount Tc Sch C-3 Summary <-—-- 3 -
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DUKE ENERGY GHIC
CASE NO. 07-580-GA-AIR
ADJUSTED JURISDICTIONAL FEDERAL INCOME TAXES
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

STAFF REPORT

SCHEDULE C+4
PAGE 1 OF 1
AT CURRENT RATES AT PROPOSED RATES
LINE SCHEDULE €-3 PRCOFORMA
NO. DESCRIPTION UNADJUSTED ADJUSTMENTS ADJUSTED  ADJUSTMENTS  PROFORMA
i)} (2) (3) 4) (5)
1t3] (%) 8 6] 163
1 Operaling Incoma bafora Federal
2 Income Taxes 34,561,580 25,200,587 50,842,167 33,638,517 03,480,684
3
4 Recaonciling [lems:
5  Interest Charges (19,362.179] 2.487.705 (16.881.474) 4] {16.881.474)
6 Net Inlerast Charges (19,369,178} 2,407,705 {16,881,474) [¢] {16,881,474)
7
8 Tax Cepraciation (45,227,318) 0 (45 227 318) ) {45.227.318)
9 Book Depraciation 31,396,326 (6,930,838) 24,465,488 4] 24,465,488
10 Excess of Tax over Book Depraclalion {13.830.992) (6,930.838) (20,761,830) 0 {20.761.830)
11
12 Other Racenclling temns:
13 Permanenl Differances 133,512 ] 133,512 0 133,512
14 Terporary Dilferencas {1,520,239) (90,387} (1,610,626) Q (1,640,628)
15 Total Other Reconciling Hems {1,386.727) {90,387} (1,477,114} 0 (1.477.114)
16 Total Reconciling llems {34,586,808) (4,533,520) (39,120,418} 0 (39,120,418)
17 Federal Taxable Income (35,318} 20,757,087 20,721,749 33,838,517 54,360,268
18
19 Fedoral Income Taxes:
20 First $50,000 50,000 @ 15% 7,500 7,500 7,500
21 Next $25,000 25,000 ® 25% 8,250 6,250 8,250
22 Next $25.000 25000 @ 34% 8,500 8,500 8,500
23 Next $235,000 235,000 @ 39% 91,650 91,650 91,550
24 Next 39,665,000 9,665,000 @ 34% 3,286,100 3.288,100 3,288,100
25 Next $5,000,000 5,000,000 @ 35% 1,750,000 1,750,000 1,750,000
26 Next $3,333,333 3,333332@ 38% 1,266,667 1,266,667 1,266,867
27 Cver $18,333,333 {A} {18.368.651) @ 5% {6,420,028) 7.264.976 835.948 11,773,481 12,609,429
28 Faderal [ncome Taxes {12,361) 7,264,976 7,252,615 11,773,481 19,026,096
9
30 Deferrad Income Taxes:
31 Pefarred Income Tax on Depreciation 4,801,154 2,425,793 7.326,947 7.326,847
32 Other Deferred Income Taxes - Mot 532,084 31,635 563,719 563,719
33 Doferred Income Tax Adjusiment - ARAM (57,254) (97,254) (97,254)
34 Dafarred Income Tax Adjusiment - Flow-Through 1,006,301 1.0086,301 1,006,301
35 Amoriization ef Investment Tax Cradit (222,564) (222,564} (222,564}
26 Tolal Defeired lncome Taxes 6,159,721 2,457,428 8,817,149 Q 8617,149
37
38 Tolal Federal Income Taxes 6,147,360 9,722,404 15,869,764 11,773,481 27,543,245

(A} Caleulation may be differend due te rounding
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DUKE ENERGY QHIC
CASE NO. 07-589-GA-AIR
DEVELOPMENT OF JURISDICTIONAL FEDERAL INCOME TAXES BEFORE ADJUSTMENTS
FOR THE TWELVE MONTHS ENDEDR DECEMBER 31, 2007

STAFF REPORT
SCHEDULE C-4.1
PAGE 1 OF 1
LINE UNADJUSTED
NO. DESCRIPTION JURISDICTION
&)
1 Operating Income before Federal
2 Income Taxes 34,651 580
3
4 Reconciling tems:
5 Interest Charges (19,369,179
& Net Inlerest Charges {19,369, 179}
7
8 Tax Depreciation (45,227,318)
9 Book Depreciation 31,396,326
10 Excess of Tax over Bopk Depreciafion {13,830,992)
11
12 Other Reconciling ltems:
13 Permanent Differences 133,512
14 Temporary Differences {1,520,238)
15 Tetal Other Reconciling ltems (1,386,727)
16 Total Reconciling items (34,586,898)
17 Federal Taxable Income (35,318)
18
14 Fedaral Incoma Taxes:
20 First $50,000 50,000 @ 15% 7,500
21 Next $25,000 25,000 @ 25% 6,250
22 Next 325,000 25,000 @ 34% 8,500
23 Next $235,000 235,000 @ 39% 81,850
24 Next $9,665,000 9,665,000 @ 34% 3,286,100
25 Next $5,000,000 5,000,000 @ 35% 1,750,000
28 MNexl $3,333,333 3,333,333 @ 38% 1,268,667
27 Over $18,333,333 (18,368,651} @ 35% (6,429,028) (A)
28 Federal Income Taxes (35,318) (12.361) (12,361}
29
30 Deferred Income Taxes:
K3 Tax Deprecialion {45,227,318)
32 Tax S/L Depreciation 31,224,021 (B)
33 Excess of Tax over S/L {14,003,297)
34
35 Deferred Income Tax on Depreciation (Ling 33 * 35%) 4,901,154
36 Cther Deferred Income Taxes - Net {Line 14 * 35%) 532,084
37 Deferred Income Tax Adjustment - ARANM (57,254}
38 Defarred Income Tax Adjustment - Flow-Througl 1,006,301
39 Amortization of Investment Tax Credit {222,564)
40 Total Deferred income Taxes 6,159,721
41
42 Totzal Federal Income Tax Expense 6,147,360

(A) Calculation may be different due to rounding

(B) Book Depreciation 1ess Depresialion on AFUDC Equity

133


http://f13.S30.992

Long Term Debt
Preferred Stock

Common Equity

Total Capital

Rate of Return Summary
Duke Energy Ohio
Capital Structure as of March 31,2007

Amount % of %
$ Total Cost
$1,752,639,770 44 .24% 5.87%
$0 0.00% 0.00%

$2,200,036,300 55.76%  10.00% -11.03%

$3,961,676,070 100.00%
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Schedule D-1

Weighted
Cost %

2.60%
0.00%

5.58% -6.15%

8.17% -8.75%



Equity Issuance Cost Adjustment
Duke Energy Ohio
March 31, 2007

(1) Retained Earnings’

(2) Total Common Equity?

(3) Ratio of (1) to (2)

(4) Generic Issuance Cost, f

(5) External Equity Ratio, w [1.0 - (3}]

(6) Net Adjustment Factor, (w/(1-))+ (1 -w)
(7) Low End Equity Cost [10.21% X (8)]

(8) High End Equity Cost[11.21% x (6)]

Sources:
1 Pate Testimony, Attachment LGP-1
2 Applicant's Schedule D-1A
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Schedule D-1.1

$828,010,000

$2,209,036,300
(.68833
3.60%
0.62517
1.02267
10.00%

11.03%



Schedule D-1.2
Page 1 of 8
CAPM Cost of Equity Estimate

Date: Closing 10Yr Yld (%) Closing 30Yr Yld (%)
20-Nov-06 4.59 4,68
21-Nov-06 4.58 4.66
22-Nov-06 4.57 4.65
24-Nov-06 4,55 4.63
27-Nov-06 4.54 4.62
28-Nov-06 4.51 4.6
29-Nov-06 4,52 4.61
30-Nov-06 4.46 4.56

1-Dec-06 4.43 4.54
4-Dec-06 4.43 4.55
5-Dec-06 4.44 4.57
6-Dec-06 4.48 4.6
7-Dec-06 4.48 4.6
8-Dec-06 4.55 4,88
11-Dec-06 4.52 4.63
12-Dec-06 4.49 4.61
13-Dec-06 4.58 4.69
14-Dec-06 4.59 472
15-Dec-06 4.6 472
18-Dec-06 4.59 4.71
19-Dec-06 4.6 4,73
20-Dec-06 4.59 4,72
21-Dec-06 4.55 4.69
22-Dec-06 4.62 4.76
26-Dec-06 4.6 4.73
27-Dec-06 4.65 4.78
28-Dec-06 4.69 4,81
29-Dec-08 4.71 4.82
3-Jan-07 466 477
4-Jan-07 4.62 4.72
5-Jan-07 4.65 4,74
8-Jan-07 4.66 4.74
g-Jan-07 4.66 4,74
10-Jan-07 4.68 4.77
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Schedule D-1.2
Page 2 of 8

CAPM Cost of Equity Estimate

Date: Closing 10Yr Yld (%) Closing 30Yr Yid (%)
11-Jan-07 4.74 4.82
12-Jan-07 4.77 4.86
16-Jan-07 4.75 4.84
17-Jan-07 4.79 4.88
18-Jan-07 475 4.85
19-Jan-07 4.77 4.86
22-Jan-07 4.76 4.85
23-Jan-07 4.8 4.9
24-Jan-07 4.81 4.91
25-Jan-07 4.87 4.96
26-Jan-07 4.88 4.98
29-Jan-07 4.89 4,98
30-Jan-07 4.88 4.98
31-Jan-07 4.83 4.93

1-Feb-07 4.84 493
2-Feb-07 4.83 4.93
5-Feb-07 4.81 4.91
8-Feb-07 4.76 4.87
7-Feb-07 4.74 4.85
8-Feb-07 4.73 4.84
9-Feb-07 4.78 4.86
12-Feb-07 4.8 4.89
13-Feb-07 4.81 4.9
14-Feb-07 4,73 4.83
15-Feb-07 4.71 4.8
16-Feb-07 4.69 4.79
20-Feb-07 4.68 4.78
21-Feb-07 4.69 4.79
22-Feb-07 4.73 4.83
23-Feb-07 4.68 4.78
26-Feb-07 4.63 473
27-Feb-07 4.51 4.63
28-Feb-07 4.55 4.67
1-Mar-07 4.56 4.68
2-Mar-07 4.51 4.65
5-Mar-07 4.52 4.65
B8-Mar-07 4.53 4.66
7-Mar-07 4.5 4.64
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Schedule D-1.2
Page 3 of 8
CAPM Cost of Equity Estimate

Date: Closing 10Yr YId (%) Closing 30Yr Yid (%)
8-Mar-07 4.51 4865
9-Mar-07 4.59 472
12-Mar-Q7 4.55 4.69
13-Mar-Q7 4.49 4.66
14-Mar-Q7 452 4.69
15-Mar-07 4.54 4,69
18-Mar-07 4.55 4.7
19-Mar-07 457 472
20-Mar-07 4.55 4.71
21-Mar-07 4.52 4.7
22-Mar-07 4.59 4,78
23-Mar-07 4.61 4.8
26-Mar-07 4,59 478
27-Mar-07 4.61 4.81
28-Mar-07 4.62 4.83
28-Mar-07 4.63 4.83
30-Mar-07 4.65 4,85

2-Apr-07 4,04 4.34

3-Apr-07 4 .66 4.85

4-Apr-07 4.65 4.84

5-Apr-07 4.67 4.87

9-Apr-07 4.74 4.92
10-Apr-07 472 4.91
11-Apr-07 4.74 4.91
12-Apr-Q7 4.74 4.91
13-Apr-07 4.76 4,93
16-Apr-07 4,74 4.89
17-Apr-07 4.69 4.85
18-Apr-07 4.65 4.82
19-Apr-07 4.67 484
20-Apr-07 4.67 4.84
23-Apr-07 4.65 4.83
24-Apr-07 4.62 4.8
25-Apr-07 4.65 4.83
26-Apr-07 468 4.87
27-Apr-07 4.7 4.89
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Schedule D-1.2
Page 4 of §

CAPM Cost of Equity Estimate

Date: Closing 10Yr Yid (%) Closing 30Yr YId (%)
30-Apr-07 4.83 4.82
1-May-07 4.64 4.82
2-May-07 4.65 4,82
3-May-07 4,67 4.84
4-May-07 4.64 4.8
7-May-07 4.64 4.79
8-May-07 4.63 4.8
9-May-07 4.67 4.84
10-May-07 4.85 4.83
11-May-07 4,67 4.85
14-May-07 4.69 4.86
15-May-07 4.71 4,88
16-May-07 4.71 4.87
17-May-07 478 4.91
18-May-07 4.8 4.96
21-May-07 4.79 4.94
22-May-07 4.83 4.98
23-May-07 4.86 5.01
24-May-07 4.86 5.01
25-May-07 4.86 5.01
29-May-07 4.88 5.01
30-May-07 4.88 5.01
31-May-07 4.89 5.01
1-Jun-07 4.96 5.06
4-Jun-07 4.93 5.02
5-Jun-07 4.98 5.07
6-Jun-07 4.97 5.08
7-Jun-07 5.1 5.2
8-Jun-07 512 522
11-Jun-07 5.14 5.24
12-Jun-07 525 5.36
13-Jun-07 5.2 5.28
14-Jun-07 522 529
15-Jun-07 517 5.26
18-Jun-07 514 5.25
19-Jun-07 5.09 5.2
20-Jun-07 512 5.23
21-Jun-07 5.16 5.28
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Schedule D-1.2
Page 50of 8

CAPM Cost of Equity Estimate

Date; Closing 10Yr YId (%) Closing 30YT YId (%)
22-Jun-07 514 526
25-Jun-07 5.08 5.2
26-Jun-07 5.1 5.22
27-Jun-07 5.07 519
28-Jun-07 512 522
29-Jun-07 5.03 5.13

2-Jul-07 5 5.1
3-Jul-07 5.05 515
5-Jul-07 5.14 5.24
6-Jul-07 5.2 5.28
9-Jul-07 5.16 525
10-Jul-07 5.04 513
11-Jul-07 5.08 5.18
12-Jul-07 512 5.21
13-Jul-07 511 5.18
16-Jul-07 5.04 513
17-Jul-07 5.08 5.16
18-Jul-07 5.01 5.1
19-Jul-07 5.03 512
20-Jul-07 4,96 5.06
23-Jul-07 4.96 507
24-Jul-07 4.94 5.06
25-Jul-07 4.9 5.03
26-Jul-07 478 4,95
27-Jul-07 4.79 4.95
30-Jul-07 4.8 4.96
31-Jul-07 4,77 4.92
1-Aug-07 4,76 4.91
2-Aug-07 4.75 4.9
3-Aug-07 4.7 487
6-Aug-07 4.73 4.91
7-Aug-07 474 49
8-Aug-07 4.86 5.02
9-Aug-07 4.79 5.03
10-Aug-07 478 5.01
13-Aug-07 4,78 5.01
14-Aug-07 473 4.99
15-Aug-07 4.71 5.01
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Schedule D-1.2
Page 6 of 8

CAPM Cost of Equity Estimate

Date: Closing 10Yr YId (%) Closing 30Yr Yid (%)
16-Aug-07 4.6 4.93
17-Aug-07 A4.67 5
20-Aug-07 4.63 4.97
21-Aug-07 4.59 4.94
22-Aug-07 4.62 495
23-Aug-07 4.62 4.92
24-Aug-07 4.63 4.9
27-Aug-07 4.6 4.86
28-Aug-07 4.53 4.86
29-Aug-07 4.55 4.88
30-Aug-07 4.5 4.82
31-Aug-07 4.54 4.83

4-Sep-07 4.56 4.84
5-Sep-07 4.47 4.78
6-Sep-07 4.5 4.79
7-Sep-07 437 4.69
10-Sep-07 4.32 4.64
11-Sep-07 4,36 4.65
12-Sep-07 4.41 4.69
13-Sep-07 4.48 4.74
14-Sep-07 4.46 4.72
17-Sep-07 4.47 4.71
18-Sep-07 4.48 4.76
19-Sep-07 452 4.82
20-Sep-07 4.67 4.94
21-Sep-07 4.63 4.89
24-Sep-07 4.62 4.88
25-Sep-07 4.61 4,89
26-Sep-07 4.62 4.89
27-Sep-07 4.57 4.84
28-Sep-07 4.58 4.83
1-Oct-07 4.56 4.8
2-Qct-07 4.53 4,78
3-Oct-07 4.54 4.79
4-Oct-07 4.52 477
5-Oct-07 4.64 4.87
8-Oct-07 4.64 4,86
9-0Oct-07 4.65 4.86
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CAPM Cost of Equity Estimate

Closing 10Yr Yid (%) Closing 30Yr Yid (%)

10-Oct-07 4.65
11-Oct-07 4.66
12-Oct-07 4.69
15-Oct-07 4.67
16-Oct-07 4.66
17-0Oct-07 4,55
18-0ct-07 4.5
19-Oct-07 4.4
22-Oct-07 4.39
23-Oct-07 4.41
24-Oct-07 4.33
25-0Oct-07 4.35
26-Oct-07 4.39
29-Qct-07 4.38
30-Oct-07 4.38
31-Oct-07 4.47

1-Nov-07 4.36

2-Nov-07 4.29

5-Nov-07 4.32

6-Nov-07 4.36

7-Nov-07 4.33

8-Nov-07 4.27

9-Nov-07 4.22
12-Nov-07 4.21
13-Nov-07 4.26
14-Nov-07 4.27
15-Nov-07 4.16
16-Nov-07 4.15
19-Nov-07 4.08

Averages:

Last 63days 4.4687
Last 126 days 4.7113
Last 188 days 4.6869
Last 251 days 4.6820

Average 46372
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4.86
4,88
4.91
4.91
4.91
4.81
4.78
4.69
4.67
4.69
4.64
4.66
4.68
4.66
4.67
4,75
4.65
4.59
4.62
4.65
4.67
4.66

4.6
4.59
4.61

4.6
4.53
4.52
4.48

4.7568
4.9257
4.8851
4.85663

4.8560

Schedule D-1.2

Page 7 of 8
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Average of 10 and
30 Year Yields 4,7466

CAPM Cost of
Equity Estimate 10.6372

Source; Yahoo.com

CAPM =risk free return + B( large company total return - risk free return)
=4.7466% + .90625(6.5% )

Value Line Betas:
0.7 ED
0.8 DTE
0.85 ETR
0.9 EXC
0.95 PEG
0,95 PCG
1.05 XEL
1.05 EIX

0.90625 ave
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http://Yahoo.com

Stock Prices1 (3

11/20/06
11/21/06
1112206
1124406
1127106
11/28/06
11/29/08
11/30/06
12101106
1204108
12/06/06
1206106
1207106
12/08/06
12111/08
12{12/06
12/13/06
1214/06
12/15/06
12/18/06
12019/08
12/20/06
12/21/06
12/22/06
12/26/06
12127106
12728106
12129106
Q1/03/07
01/04/07
01/05/07
01/08107
Q1/0%/07
1
01907
01112107
01/16/07
A7y
01/18/07
01/19/07
0t/22107
01/23/07
01/24/07
01/25/07
01/26/07
01/29/07
01/30/07
0131107
02/01/07
02/02107
02105/07
02/06/07
02107107
02/08/07
02/09/07
02112107
02/13/07
0214107
02/15/07
02/16/07
02/20/07
02/21/07
02/22/07
02/23/07
02/26/07
02/27/07
02/28/07
03101707
03/02/07
03/05/07
03/06/07
03107107
03/08/07
03/09/07
0312107
03/13/07
031407
03/15/07
03/16/07
Q31907
03/20/07

DTE
46.8100
46,8500
47.0000
46,7400
46,5200
46,6000
46,9000
47.0900
47,3100
47.7700
47,7600
47,6000
47,2900
47,2200
47.8300
48.5900
48,7500
48,7800
48,7200
48.2300
48.5100
48.3700
48.3800
48.3000
48.7900
49.1900
48.6100
48,4100
49.2000
48.7700
47.8700
47.4700
47.2500
47,9700
46.7800
45,8500
46.2900
46,3700
46.0600
46.0500
45.8000
46.8000
46.5300
46.1000
46,0400
46.2000
46,3100
46.3700
46,7000
46.9400
47,1000
47.2200
47.2400
47,4200
47.3200
48,7400
48.0000
48.3200
48,0800
47.9900
47.9900
47.7900
47.7600
47.7500
47.8900
46.6400
46.3000
46.7600
46.6400
45.8200
46.4200
46.3100
46.2300
46,4800
48.5000
46.1200
46.3200
46.4800
46.3100
46.8200
47.4700

DCF Cost of Equity Estimate

ED
47 8600
47.8200
47.7900
47.8500
47.5200
47.8800
48,1800
48.2200
48.2200
48,4000
48.4000
48,2200
48.0400
47 8300
47.9900
48.6600
48.6100
42,1300
48.6700
48.2200
48.3800
47.9100
47.8000
47.7600
47.9200
48.1900
48.1400
48,0700
48.3900
48.3100
47.6300
47.5600
47.7000
47.8100
477500
47.3600
475300
47.6000
47.8300
47.7400
48.2500
48.3300
48.5300
48.0300
48.1000
47.9400
47.9300
48.2800
48.4000
48.4600
48,6400
48.7400
48.9200
48.9300
49.0300
48.4200
48.7200
48.8400
48.5800
48.7200
49.0200
48.7500
49,5400
49.3300
49.7400
48.6200
48.5800
48.6800
48.0800
47.5600
48.1700
47.9900
48.4400
48.4000
48.4900
48.0400
48.4800
48.7900
485100
49.0500
49.7500
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EIX
46.3300
46.1300
46,0500
46:0500
45.2000
45,1800
45.7400
45.9800
46.2000
46,6800
46.8100
46.8500
46,6900
46,8700
46.9500
46,2800
46.2600
45,2500
44,9800
45.1000
45.7300
46,8000
46,8700
45.5400
46,1000
45.8100
45.8600
46,4800
45.4600
44,9200
43,9800
43.7400
43,6600
43.5800
43.1000
42,9500
42,9400
42,9500
43.2700
43.5500
43,6700
441700
44,2000
443100
44,5600
44,6600
45.3300
44.8800
453300
45.4300
45.7900
46.0800
46,9800
45.9600
46.1600
46.2100
46,3600
46.7500
46,4500
46.4800
46,7000
46.2300
46.1500
46.9700
48.0600
46,8300
46.9200
47,5800
47.3100
474100
48.3700
48.3600
48,6200
48.9400
49.0100
47.7200
48.3600
48.7700
48.3800
48,9700
49,6300

ETR
88,3700
82.0300
82,3500
89.3100
89.2000
89,8100
91.4700
91.3200
90.8300
92,0000
91.9500
92.1200
91.5300
91.2300
91.8800
92,2800
92.3400
92,4200
92,6000
92,3500
93,2300
93,2800
93.0000
92,8000
92.9900
93,0200
92,3400
92,3200
92,9600
44.0800
91.7600
91.0700
91.0100
91.9600
91.86800
90.4600
90.7100
90.7500
90,4500
91.0300
92,1200
92.0900
92,4500
91.8200
91.8800
92,1600
92.5800
92.8500
94,6200
98,1300
97.7000
97,9200
97.8200
98.2400
98.1200
97.8200
99,6200
99,8500
99.2400
99.6600
99.8300
99.6200
99.9400
100.8500
102.8500
98.5700
98.7000
98,5600
96.2500
95,5800
96.4200
96,6600
97.8800
97.8300
99.1000
98.5500
98.9900
100.1300
99.7800
100.6500
102.0900

EXC

57.9000
58.7200
59.2700
59.6500
59.3200
59.7700
60.5800
60.7300
61.3900
61.9000
62.4300
62,0500
61.8500
61.4500
61.7600
61,9400
62.1100
£2.4200
52,6000
61.7500
61.8300
61.8400
81,7100
61.4300
€1.8100
62,0300
61.7700
£1.8800
62,4300
61.8800
60,3900
60.2400
60,2400
60,7700
60,5600
59,6500
£9.6900
£0.8500
59,8500
80.2800
59.9500
60.2300
60.0700
£9.0500
£9.1800
£9.3800
§9.3100
£8.9900
§1.0300
60.7500
62,1100
63,3600
62.2500
63,5900
64.06030
63.7100
63.4200
63.7800
6Z.8200
63.1900
63.6400
63.5100
64.2300
66.9300
69.3800
£65.8900
65.9300
66,0100
64.2200
63.7900
54.8100
64,4600
©4.5000
64.4900
66.1200
64.9500
66.4600
66.2000
65.7800
66.7100
68,0400

PCG

45,1700
45.2800
45,2600
45,4800
45.1000
45.4600
45.8000
45,9300
46,3800
46.7800
46.6800
46.4400
46.4600
45.8800
46,3000
46.9200
47.0100
47.22Q0
47,3000
47.3800
47.9800
47.6500
47,4700
47.2700
47.6700
47,7600
47,6200
47.3300
47.2700
46.6200
45.4800
45.9300
48,1500
46.7700
46,9000
46.1800
46.1700
46.2600
46.1700
46.0400
45.8000
46.1700
46.6800
45.8500
46.0300
46.2700
46.3100
46.6800
46.9800
47.0400
47.6900
47.6200
47.6800
48.1700
47.7000
47.8400
48.4100
48.3000
48.4300
48,2300
48.0000
47.8100
47.8500
47.7700
47.9700
46.4200
46.4200
48,6500
45.6600
45.2500
45.7100
46,4800
48,3600
46.1500
46,3900
45,6900
45.7900
46.5000
46.0100
46.3000
47,3200

PEG

65.1100
64.7100
65.2600
65.3900
65,1800
65,3400
67.1200
67.2200
67,2000
67.7200
67.8500
£66.2600
66,2500
€6.1200
66,3700
66.0500
66,2800
66.8800
67.3000
66,7700
©7.4200
67.0300
66.8500
66.4200
€6.8600
66,8800
66.6300
66.3800
66,6700
86.4600
£4.9600
64.9900
66,3700
£6.0000
65,6600
65,4600
66.8500
65,7160
B5.9100
€6.0000
66.0200
66,4500
67.2200
67.310%
67.4000
67.1300
67.6700
67.0300
67.2100
68.1300
68.9100
69,5600
69.6800
70.4300
71.0900
71.5000
72.0200
73.5400
73.1000
73.6900
74.4600
74.6100
74.9400
76.1500
76.7000
74.0900
74.9000
74.9400
73.8700
73.2000
73.9400
73.3400
73.6200
75.0000
76.4500
76.0400
77.0100
782500
77.5600
77.8200
78,3300

Sch

#EL

22,6300
22 6900
22,6600
22.6900
22.4800
22.6500
22.8500
22,9600
22.8500
23.0000
23.0100
22.9100
22.9200
22.8200
23.0000
23.1500
23.3000
23.4700
23.3200
23.1400
23.3100
23.3000
23.3600
23.2200
23.1000
23.2300
23.1800
23.0600
23.4300
23.4500
22,9800
22.9800
22.9700
23,0900
23,0600
22.8700
23.0100
23.0400
22.3700
22.9700
22.9900
22.9900
23.3200
23.2200
23.1700
23.2400
23.3100
23.3300
23.4600
23.5500
23.7500
24.0300
24.0300
24.1800
24.0000
23.9900
24.2100
24,3000
24,2600
24.2600
24,3500
24.3000
24,2500
24.1800
24.4400
237100
23.6300
23.5400
23,2800
22.8100
23.0500
23.1100
23.4100
23.4300
23.5400
23.2200
23.3200
23.7100
23.5100
23.6900
24,1300

eduvle D-1.3
Page 1 0f 4

DUK

17.9550
17.8070
17,8410
17.8300
17.5000
17.7670
17.9880
18.0520
18.0350
18.6210
18.6040
18.4900
18,4450
18.6100
18.8540
18.9170
19.2640
19.1450
19.0710
18.8770
18.9000
18.6960
18.8370
18.7920
18.8890
18.8770
18.7920
18.8000
19.1400
19.1800
18,7400
87700
18.6800
18.6000
18.6500
18.5600
18.6200
18.5900
18,6800
18.7400
18.6400
18.6700
18.7600
18.9200
19.0800
19,1900
19.4700
19.6800
19.8500
19.9900
20,2900
20.0600
19.9800
20.1600
20.1600
20,2000
20.3800
20.0600
20.0000
19,9600
19.9500
19.9500
19.8200
19.9100
20.0100
19.6200
19.6900
19.8100
19.4900
19,1200
19.5500
19,5400
19.4400
19.2500
19.5900
19.3400
19.3900
19.6700
19.5600
10.6800
20,2100



Sieck Prices1 {§):

03/21/07
03122407
0372307
03/26107
03/27/07
03r28/07
037207
03730407
04/02/07
04/03/07
04/04/07
04/05/07
D4/09/07
04/10/07
04711707
04/12/07
04/13/07
04/16/07
0a4/17/07
04/18/07
04/19/07
04120/07
04/23/07
04124107
04/25/07
0426107
04127107
04130107
05/01/07
05/02/07
Q5103107
05/04/07
Qera7107
05/08/07
Q5/08/07
05/10107
05/11/07
05114107
05/15/07
05116107
05717107
051807
05121107
05122107
05/23/07
05/24/07
05/25107
08129107
08/30/07
08/31/07
06/01/07
06/04/07
06/05/07
06/06/07
08/07/07
06/08/07
0611107
0612107
081307
06M14/07
06/15/07
06/18/07
06/19/07
06/20/07
06/21/07
06/22/07
06/26/07
06/26/07
06/27107
06/28/07
06/29/07
Q7102107
0793107
07/05/07
07/06/07
07/09/07
OTH007
071107
OTM2i07
07N307
o7/MB/07

DTE
47.8000
47.4600
47,7500
48.0100
47.8300
48,1500
48.1800
47.9000
48,7300
4B.6400
48,3500
48,4100
48.5700
48,9200
48.7900
49,0000
48,7000
48,9900
19,2400
49.0900
48,7300
49,6900
49,8300
50,1200
£1,4400
§1.4600
60,9800
50.6900
51,2200
51,3500
51,5000
51.3200
51.7700
51.8600
51.9200
51.7700
§2.0000
52,6000
52.6300
52,7800
52.8000
52.8200
53.7300
54.2000
53.5200
52,3300
52.2100
§2.2800
52,7800
52,8800
52,7100
52.4500
52.4000
51.4000
49.3300
50.0600
50.7600
49,9800
51.2400
50,9800
51.3800
50.7600
50.8900
49.5500
49.4800
48.4600
48.5600
47.9600
48.5500
48,2200
48.2200
48.7000
49.0900
48,9900
48,6200
48,9300
48.2600
49.1100
50.6700
£0.9000
50.3300

DGF Cost of Equity Estimate

ED ElX

50.1900
50.2300
50,4200
50.9300
50.9600
50.9200
51.2500
51.0600
51.7200
52.0000
51.8400
52,0500
52.1400
52.2600
51.8000
51,7500
51.7900
51,9400
52.3500
§2.5500
51.9100
52.0000
51.9800
52.1600
52.6300
62,2200
51,8000
51,2600
51.4100
51,6700
51.5800
51.4200
51.8300
51.8600
§1.6700
50.8200
50.8700
50.7000
50.6800
51,4300
50,8700
50.6500
51.0000
50.7000
49.7300
48,3600
48.1200
48,3800
48.7200
48,8200
48.4800
48.6300
47.7300
47.6500
46,3900
46.5900
46.5200
46,1100
47.0200
46.9100
47.3700
46.9300
46.7600
45.8800
46.9300
45.2000
45,2000
45,1400
45.4700
45.2600
45.1200
46.6100
45.8400
46.6200
45.2100
45.3100
44.9100
45,2100
45.7200
46.0900
45.4700
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50.0000
50.2800
50.2400
50.7800
50.1200
49.4800
49,5200
49.1300
50.8300
50.9200
51.1100
51.1300
51,8200
51.5800
51.4300
51.2900
51.0300
51.9300
21.7500
51.9100
51.5800
52.1500
52.7400
52,7200
54.0300
53.5700
52.8400
62,3500
53.4300
53.7500
53,8300
53.9400
54.3500
55,0200
56.1100
55,5000
56.7000
67,6200
57.8600
58,6400
58.4100
58,8600
59.4200
59,7600
59.0700
57.2600
56.7600
57,4800
58,1300
58.2700
58,2400
58,5700
57.5200
56.8600
54,2600
54,7600
54.7500
54,1100
54.8200
54.6000
56,2300
56.7200
55.5800
54.2100
54.7100
53.6200
63.8300
54.7000
56.6600
56.8300
56.1200
57.3900
57.0700
56.5700
66.8000
56.1400
556.6500
55.8700
56.2100
58.2100
57,6200

ETE
104.1700
104.1400
104.0600
104.2400
1046800
104.1200
105.1600
104.9200
107.6400
108.6600
108.4700
108.3000
110.3500
10,3000
105.0800
108.6500
108.7400
111.1300
111.8800
112.8600
112.6800
113.8000
114.9500
1152800
116.4600
112.1000
114.1200
113.1400
115.2000
116.0500
116.4400
117.2700
118.7000
118.0600
118.5000
117.7900
118.3700
118.5300
i16.0800
118.6200
i18.6900
118.2700
117.6200
116.0100
114.4100
110.8400
110.9100
111.8800
112.7000
112.2000
142.2700
111.7200
110.0000
108.7600
104.3100
106.8000
109.0000
108.0500
109.7500
110.3600
112,3400
110.6800
109.1500
106.4800
108.2700
105.1800
107.1300
105.9500
107.17¢0
106.6500
107.3500
109.8700
108.8700
108.5800
107.2600
106.6200
103.9200
105.510¢
108.5200
110.2500
1979100

EXGC
69,0400
67.7400
67.7200
68,1500
67.8200
69.1500
59,1000
68.7100
70,4000
71.3200
71.0400
71.7000
72.0800
72.2400
72.0800
71,1300
70.9200
71.6100
72.8800
73.4800
72.6700
73.2800
74.0700
74.9900
75.6400
76.4500
76.2300
75.4100
76.4500
77.0800
76.8800
76.5000
76.3300
77.3100
77.5500
76,3300
76.58300
76.4300
76.8500
77,7000
76.9200
78.4500
77.5800
77.3500
76.8800
73.7500
73.2500
73.6500
76.0300
78.0000
76.6100
76,4900
74.2700
72,6000
69,9200
70,6600
72.1600
70.6500
72.1000
72,7900
74.4800
73.8200
73.9200
71.3300
71.8000
70.0300
71.2600
71.2000
724000
72.1000
72.6000
76.3300
76.1100
76.5700
76.4100
76.2500
74.5600
74.9400
76.6600
78,1600
77.0400

PCG
48,1000
48.3300
48,8400
49,2100
48.9200
48.6000
48,5700
48.2700
48,4400
49.7000
49,3500
49.3500
49,3600
50,0500
49,8400
48,7900
49.8900
49,8200
50,5000
50,1400
50.2600
50.8300
51.6000
51,5500
52.1100
51,5500
51.1300
50.6000
51.2800
51.6100
51.2800
51.2600
51.6000
51.4500
51.3600
50,4600
50.9000
51.0200
51.2100
51.5400
51.6600
51.4500
51.4200
51.2300
504100
49,3300
49.0900
49.0100
49.3200
49.2600
48.9700
48,9300
48.1900
47.1400
45.5300
45,5700
45.6300
45,2800
46.9400
46,7200
47.1200
46.6400
46.7400
45,2100
45,6700
44,9500
45,2700
45,1500
45.4300
45.2000
45.3000
46.1400
45,7500
45.1800
44,6200
44.9600
44,7500
44,8000
45.4200
45.6200
45.0100

PEG
79.7300
80.0400
81.3400
82,5600
82.8000
§2.8400
83.3700
83.0400
85,7300
85.7500
§5.2000
85.1500
86.8000
87.3500
§7.2100
87.1900
B6.7600
66.6400
86.8200
56.4700
86.4000
58.9800
80.7700
90.4800
90.5100
88,5600
B7.4300
86,4500
88.7500
87,7500
87.7500
88.7500
$1.2300
90.1600
80.7100
89.4100
89.9700
80.3100
51.8000
92.8800
81.1300
82.1700
91.8400
S81.1900
88.4100
85,7000
86.3900
86.9300
88.2700
88,9400
88.8100
83.4900
87.0900
86.3000
82.4300
83,2800
84.9800
84.3200
86.9400
87.7400
88.8300
88.3300
88.8700
86.3500
87.3600
84.5900
85,2500
85.5900
88.1100
£8.0000
87.7800
91.2600
91.2000
90.4800
90,3800
91.8600
89.6800
89.9600
92.1000
92.500Q
85.2000

Sch

XEL
24.5600
24.8000
24,5500
24.7700
24,6900
24.5700
24.8900
24,6900
24,9900
249400
24,6800
246700
24.6200
24,8500
24.5800
24.5400
245000
24.6600
247300
24.6500
24.5300
24.6600
24,4800
24,6900
24.7200
24.6000
24 3900
24,0900
24.2800
24,2800
24.2000
24.1300
24,2300
241100
23.9800
23.5800
23.6700
23.9000
24.1300
24,3400
24,1000
24.2100
24,1400
24.0100
23.2000
22,4500
22.9200
22,7800
22,8600
22,9500
22,7600
22.7000
22.3500
22,0300
21.3900
21.5000
21.5100
21.0600
21,4800
21,7000
21,6500
21.5400
21,6800
21.2200
21,4500
20.8000
207100
20.2300
20.6600
20.5200
20.4700
20.8200
20.7500
20.5000
20.4700
20.5300
20.2600
20.2800
20.7500
20,9800
20.7000
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20.4200
20.3400
20.2000
20.4300
20,3100
20.3200
204700
20,2800
20.7100
20,7700
20,5200
20.6700
20.8100
20,8200
20.4600
20.3100
20.3700
20,6200
20.6500
20.9400
20.67Q0
20.8200
20.8800
20,9400
21.0000
20,6800
20,7000
20,5200
20.6800
20,8000
20.7300
20.6300
20.8800
20.6600
20.3400
20.1500
20.2800
20,6400
2014500
204600
20.4800
20.4000
20.3900
20.2900
19.9400
19,4200
19.1900
19.3900
19.5900
19.5400
19.4100
19.3400
19.2200
19,0800
18.3800
18,3800
18.5800
18,2800
18.6800
18.6400
18.9800
18.6800
18.8900
18.4100
18,6900
18.2400
18,2300
18.2100
18.3500
18.2400
18.3000
18.5000
18,5200
18.4200
18.1200
18.2100
17.9400
18,0400
18.2400
18.3000
16,0200



Stock Pricas1 (3):

07707
07/18/07
07/19/07
07/20/07
04/30/04
07724107
07/25/07
07/26/07
07127/07
0713007
[ cabirg
0801107
080207
0803107
08/06/07
0807107
0B/08/O7
0B/08107
0810107
0813107
0814107
Q815107
Q8807
osrM7IoT
0B/20107
Q8r21/07
08/22107
Q812307
08/24107
08/27107
08/2a/07
08/29/07
08/30/07
08/31/07
08/04/07
08/05/07
08/06/07
08/07/07
09/10/07
09/11/07
09112107
09/13/07
09/14/07
09/17/07
08/18/07
09/19/07
09/20/07
09/21/07
09/24/07
09/25/07
09/26/07
09/27107
09/28/07
10/01/07
10/02/07
10/03/07
10/04/07
10/05/07
10/08/07
10/09/07
10M0/07
10/11/07
10/12/07
10/15/07
10/16/07
10417/07
10/18/07
10119/07
10/22/07
10/23/07
10/24/07
10/26i07
10/26i07
10/29/07
10/30/07
10/31/07
13/01/07
11/02/07
11/06/07
11/06i07
11707107
11/08/07

DTE
£0.0900
50,4300
51.3400
50,8900
51,2100
49,5000
49,7300
48,6200
46,3500
47 3300
46,3800
48.2200
48,1200
46,2200
48,4300
49,1500
49,6300
48.2600
48,0400
49,1900
47,5200
46.5500
48,7800
47.6900
47.4700
48.0600
48,2700
48,2200
49.0600
47,5800
46,6000
48.1200
47.6200
47.8100
48,6400
48.3700
48.4800
47.7300
47.7200
48.0800
48,2800
48.3800
48,7600
48.2100
49.0100
49,5400
48.9100
49,2200
49,2000
49.1800
49,6100
49.5800
48.4400
49.0800
48,8800
48.4400
48.9800
48.9400
48.9800
60.0400
49.9700
50,3000
50.5300
49.6800
49.2700
48.7600
48.7700
47,5300
48.0800
47.5400
47.9600
48,5500
48,9700
49.1100
49,1400
49.6000
48,7200
48,9900
48.9700
48.7000
47.1200
48.5600

DCF Cost of Equity Estimate
ED EIX ETE
45.5700 57.4700  107.7700
45,7300 58,1300 109.4200
48.0104 59.1600 108.7200
42,3700 57.8700 108.7600
45.1500 59.2500 107.6000
44,4000 56.3000 102.8500
45.3000 56.6100 103.4800
44,7700 54,3200 99.56100
43.6500 52.7000 97.8400
44.0100 52.7000 98.4000
43,6800 52.8900 99.9800
44.8400 54,9500 101.1900
45,4600 55.8600 102.8600
43.8700 53.4500 98.5600
45,7300 56,0900 103.6100
47.1900 56,3000 104.4100
47.0000 56.3000 1027000
48.9400 42,7600 98.5800
47.4300 53,1400 97.8900
48.0200 54.8800  100.0000
45,6800 52,9100 98.5300
45.0300 52 7200 95.9800
45,6200 52,1900 96.5100
45.9600 53.3300 99.8400
46,1100 52,9800 99.6900
46.7800 55,6000  100.0000
47.0000 543700  102.3400
46.6600 54,3600  103.0300
46,8000 54.8000  105.1100
45.8700 52.6200 101.5200
45,0800 52,1200 99,2400
46.0600 53.8800 102.9200
45,9300 52,7200 1023800
45.9400 52.7100 103.6200
46,4200 54,6300 106.2600
46,2200 53.3600 103.8300
46.2000 54,1300 106.2900
45.5400 528100  104.4400
45.5300 53,2900 104.2400
45.8700 541600  104.8000
46.0300 54,1700 105.9200
46,9200 54.8400 105.4600
46.2600 55,3300  105.7000
46,0700 55.1100 105.1100
46.9000 56,5000  106.9200
47.3000 57,8300 109.1900
47.0200 56.7500  108.8000
46,9800 §7.2400  109.5000
47.0400 57.3600 109.6000
46.8200 56.8800 108.7700
47.1200 57,3100 110.8600
46.8200 £6.6700 110.5500
46,3000 55,4500 108.2900
46.9800 56.2800 110.3400
46,9700 58.0700 109.7600
47,1000 55.8800 110.5800
47.2400 56,8500 112.7000
47.2700 56.8300 114.5600
472000 56.0500 113.7500
47.7600 57.2100 1158800
ATAT00 56.7600  115.0100
46,8600 56.9500 114.8500
46.7700 56.5200 115.4200
46.4200 558200  114.1200
46.3500 65,8900  113.8300
46,4900 56.2500 113.6800
46.1400 85.9500  114.7400
45.1200 54.1600  112.1800
45.2400 85.0400  113.5400
45.4200 54.9600  113.4600
45.8200 54.5200  114.8500
46.3900 551600  117.7800
46.6700 £6.6400Q 119.4800
46.5100 56.6100 119.7000
48.5500 57.3000 119.5800
47.0900 58.1500  119.8700
46,2700 56.4300 117.9600
45.9000 57.4200  118.6900
47.2800 5B.OS0C  124.1500
47.0800 58,0800  123.5400
46.1500 56.4800 1203800
47.1400 57.7800  122.2100
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EXC
77.8600
78.6200
82.0500
73,8900
B0.37C0
75.9400
74.4400
70.8000
69.6200
69.5200
70.1500
74,1000
74,8700
71,0900
74,2700
74.5600
76.4000
75.2500
72.8500
72.8000
70.7900
69.1200
87.3700
71.3200
71,3800
71.4200
72.6800
72,4300
73,1400
70.1400
€8.1700
71.1900
70,1100
70.6700
73.5100
73.0400
74.6400
73.2600
73.3900
74.9400
74,7500
76.0100
76.4700
74.7700
76.7100
78,3600
77.2800
77.7500
78.1700
77.8900
78,2700
76.9600
76,3600
75.7900
76.1300
75,3900
76.0600
76.6000
76.8600
78,1900
77.3200
78,7500
79.1800
78.3100
78.0000
77.2500
77.0000
79.1400
75.7800
76.2000
76.4400
78.2300
80.2200
80.8700
£0.9600
82.7800
81,1300
81.7700
83.9200
83,8800
81.6600
83,3600

PCG
44,8300
45.3500
46.8600
45.8400
46.4500
44,6300
45.3500
45,1500
43.7700
43.4900
42,8100
44.3700
44,2400
42.8300
45,1600
463600
46.2400
43.7700
45.4500
45.1400
44,1400
44.12400
44,5400
45.3000
44,8700
44.5300
45.0000
44,9800
45,0500
43.8500
43,4000
44,5800
44,3700
44.5000
46,0800
44,5600
44.5000
43.9700
44.2100
44,3800
45,2300
46,5400
46,8000
46,0200
46.9600
47,9600
47.4300
48,2000
47.7500
48.0700
48.5000
48.2700
47,8000
48.2100
48,1000
48,3700
48.8000
48,9600
48.5600
48,8900
48.2000
48,2200
48.5500
47.9500
47.6500
47,3600
46.8300
45.7000
46.3700
46,3100
46.4000
48.9900
47.5800
47.9300
48.2500
48.9300
46,2500
45.6600
45.0400
44.4800
43.7100
45.4500

PEG
88.9300
90.8000
92.5600
90.4100
91.1800
§7.2000
86.9300
82.5200
81,4200
B3.3300
86,1500
82.5000
86.6000
82.3900
86.4800
89,2700
£8.8000
85.1100
82.5900
£5.9000
82.5300
81.0700
£0.5000
84.0000
85,3300
86.9700
86.4200
87.1000
B7.6500
83.5200
81.7500
85.8700
846500
84.9900
§7.1000
85,1300
86.4800
83.3100
83.8700
86.6400
85.1000
86,7900
85.9300
86.4600
89.5300
89.7600
87.9700
89.0300
89.9600
88.8300
89.5500
88.7600
87,9800
89.5800
89.0000
88.2800
89.2500
89,6900
89.4900
91.2600
90.7100
20,6900
91.0300
80.1600
89.5000
90.1700
90.0800
88.3800
88.3700
88.3500
59.3000
90,6800
92,8000
93.4200
93.2600
95.6000
94,0700
94.4000
94.1200
93.3500
90.1200
92.1400

Sch

XEL
20.5700
20.7200
21.0800
208700
20.8700
20.2100
20.9700
20.8900
20.3100
20.4600
20,3000
20.7600
20.8100
19.8000
20.5700
20.9800
21.1400
20.0800
20.9100
20.9500
20.8700
20.1800
20.3400
20.7000
20,7500
20.6600
20.7600
20.8300
20.9800
20.2700
20,0700
20.7600
20,4900
20.6100
20.7800
20,5300
20.8300
20,7700
209900
21.0600
21,0800
21.0000
21.0600
21.0300
21.9200
22.0000
21.9500
22,0200
21.8500
21.7700
21.9800
21.8600
21.5400
22.0500
22.0000
21.9500
21.9200
22,0800
219100
221200
219700
21,7500
21,7300
21.4100
21,4400
21.5100
21.3500
21.0200
21.1900
21.1000
21.0400
21.8600
22.1000
22,1200
22,1700
22.5500
21.7600
21.6300
21.6500
22.0000
216600
22,2000
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17.9400
18.0400
18.0500
17.9600
18.0100
17,5900
17.6700
17.5600
17.2100
17.1900
17.0300
17.6200
17.9800
17.1100
17.9000
18.8600
19.5400
19.4000
19.5100
19.0000
18.5500
18.0400
18,2300
18.3600
18,3000
18.3800
18.4900
18.4800
18,5400
17.8200
17.7100
18.3400
18.0700
18.3400
18.7100
18,3800
18.7500
18,7800
187100
18,6000
18,6600
18,6800
18,6600
18.5500
18.9200
19.0200
18.6800
18,7600
18.6900
18.8500
12.0000
18.9200
18,6800
19.0300
19.1000
19,2100
19.3000
19,4300
19.2400
19.3200
19.1600
18,8000
19.0800
18.8900
18.9600
18.7700
18.8100
16.4100
18.5600
18.5400
16.6500
18,7100
18.8000
19.0400
18,9700
181700
15.8200
19.0300
19.3600
18.4300
18.0300
19.5000



11/08/07
1412107
1113107
11114107
11715007
11716607
11/19/07
AVERAGE ($)

QUARTERLY DIv.? (3)

ANNUAL DIVIDEND ($)
YIELD

EARNINGS GROWTH ESTIMATES:
REUTERS®

MSN*

YAHOO!

VALUE LINE:

‘07 EARNINGS ($)

11 EARNINGS ($)

VALUE LINE CALCULATED

VALUE LINE, "BOXED"

VALUE LINE (AVERAGE)

DCF GROWTH ESTIMATE

DCF COST OF EQUITY ESTIMATE
OCF AVERAGE

CAFM COST OF EQUITY ESTIMATE

COST OF EQUITY ESTIMATE

Sources:

MSN Invesior

MSN Investor & Value Line Investment Guide
investor.reuters.com

maneycentral.msn.com

finance.yahoo com

Value Line Invesiment Guide

[= R4 B A LR

47.8400
47.5700
48.2000
47.8100
47.9300
48.5000
48.4500

48.6876

0.5300
0.5300
0.5300
0.5300
2.1200

4.36%

8.00%

8.00%

5.79%

3.00
3.75
5.58%
5.50%

5.54%

5.82%

10.98%

CCF Cost of Equity Estimate

46,3300
46.2300
46.8200
46.5900
46.7400
46.8300
47.5000

47.8726

0.5800
0.5800
0.5800
0.5800
2.3200

4.86%

4.20%

3.40%

3.75%

3.20
3.40
1.562%
3.50%

2.51%

3.46%

9.38%
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56.6500
55.7500
55.5700
55.2900
54.5600
54.6000
54.5100

52.1128
0.2800
0.2900
0.2900
0.2900
11600

2.23%

8.00%

10.30%

7.54%

3.20
3.60
2.94%
6.50%

4.72%

7.64%

10.43%

119.4800
115.9800
117.6500
117.7000
118.3400
117.7000
118.1100

104.8918
0.5400
0.5400
0.7500
0.7500
2.5800

2.46%

9.50%

13.00%

10.20%

5.50
7.80
8.73%
3.50%

9.12%

10.45%

10.65%

82,3600
79,1500
79.2300
¥9.4100
79.2800
79.8000
79.8200

70,6939

0.4400
0.4440
0.4400
0.4400
1.7600

2.48%

10.65%

11.30%

8.31%

3.90
5.75
9.71%
10.50%

10.10%

10.09%
10.54%
10.77%
10.64%

10.71%

44.6400
44.5000
44,8700
44.56Q0
44,3600
44.4700
44.6100
47,0307

0.3300
0.3600
0.3600
0.3600
1.4100

3.00%

8.81%

8.50%

NA

2.80
3.10
2.54%
4.50%

3.52%

6.88%

10.01%

92.7200
90,7200
81.1200
91.8700
92.0700
92,3600
92.7500

81.9737
0.5700
0.5850
0.5850
0.5850
23250

2.84%

14.25%

16.30%

19.67%

510
6.20
4.88%
11.50%

8.18%

14.60%

13.13%

Schedule D-1.3
Page 4 ol 4

221600  19.4500
21,9300 19.3700
221800 19.6200
22,0600 19,1800
22,0500 19.2700
22,1500  19.4400
22,1300 19.5800

22.5184  19.1438
0.2230 0.2100
02230 02100
0.2300 0.2200
0.2300 0.2200
0.9060 0.6600

4.02% 4.49%

5.83% 6.40%
5.20% 6.20%

Schedule D-1.3
Page 4 of 4

6.00% 5.00%

1.40 1.18

1.75 1.50
5.58% 6.64%
5.50% NA

5.54% 6.64%

5.64% 6.06%

10.59%  11.24%


http://investor.reuters.com
http://moneycentral.msn.com

Schedule D-1.4

DTE Nen-Constant DCF Calculation

non const const
g= 5.82% dcf= 10.99% dcf= 10.43%
D= $2.12 gle)= 6.77%
P= 348.69
GROWTH
YEAR RATE DIVIDEND
1 5.82% $2.24
2 5.82% $2.37
3 5.82% $2.51
4 5.82% $2 68
5 5.82% $2.81
6 587% $2.98
7 5.92% $3.15
8 5.96% $3.34
9 6.01% $3.54
10 6.06% $3.76
11 6.11% $3.99
12 6.15% $4.23
13 6.20% $4 .50
14 6.25% $4.78
15 6.30% $5.08
16 6.34% $5.40
17 6.39% $5.74
i8 6.44% $6.11
79 5.48% $6.51
20 6.53% $6.94
21 6.58% $7.39
22 6.63% $7.88
23 6.67% $8.41
24 6.72% $8.97
25 6.77% $9.58
26 6.77% $10.23
27 8.77% $10.92
28 6.77% $11.68
29 6.77% $12.45
30 6.77% $13.29

This schedule is fruncated; the calculation extends
to 400 years to ensure the stability of the
calculation.

g, D, P are from Schedule D-1.3
g{e) is from Schedule D-1.13
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Schedule D-1.5

ED Non-Constant DCF Calculation

non const const

o= 3.46% dcf= 10.43% dcf= 8.48%

D= $2.32 gle)= 6.77%
P= 5$47.87

GROWTH
YEAR RATE DIVIDEND

1 3.46% $2.40
2 3.46% $2.48
3 3.46% $2.57
4 3.46% $2.66
5 3.46% $2.75
8 3.63% $2.85
7 3.78% $2.96
8 3.96% $3.08
9 4,13% $3.20
‘g-d 0 4.29% $3.34
1 4.46% ) $3.49
12 4.62% $3.65
13 4.79% $3.82
14 4.95% $4.01
15 5.12% $4.22
16 5.28% $4.44
17 5.45% $4.68
i8 5.61% $4.95
19 5.78% $5.23
20 5.94% $5.54
21 8.11% $5.88
22 B.27% $6.25
23 68.44% $6.65
24 8.60% $7.09
25 6.77% $7.57
26 B6.77% $8.09
27 6.77% $8.63
28 6.77% $9.22
29 8.77% $9.84
30 6.77% $10.51

This schedule is {runcated; the cafculation extends
to 400 years to ensure the stability of the
calculation,

g, D, P are from Schedule D-1.3
g(e) is from Schedule D-1.13
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Schedule D-1.6

EIX Non-Constant DCF Calculalion

non const const
g= 7.64% dcf= 9.39% dcf= 10.04%

D= $1.16 gley=  6.77%

P= $52.11
GROWTH
YEAR RATE DIVIDEND

1 7.64% $1.25
2 7.64% $1.34
3 7.64% $1.45
4 7.84% $1.56
5 7.64% $1.68
6 7.60% $1.80
7 7.55% $1.94
8 7.51% $2.09
9 7.47% $2.24
10 7.42% $2.41
11 7.38% < $2.59
12 7.34% $2.77
13 7.29% $2.98
14 7.25% $3.19
15 7.20% $3.42
16 7.16% $3.67
17 7.12% $3.93
18 7.07% $4.21
19 7.03% $4.50
20 6.99% $4.82
21 6.94% $5.15
22 6.90% $5.51
23 6.86% $5.88
24 6.81% $6.29
25 6.77% $6.71
26 6.77% $7.17
27 6.77% $7.65
28 6.77% $8.17
29 6.77% $8.72
30 6.77% $9.31

This schedule is truncated; the calculation extends
to 400 years to ensure the stability of the
calculaticn,

g, D, P are from Schedule D-1.3
g(e} is from Schedule D-1.13
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Schedule D-1.7

ETR Nen-Constant DCF Calculation

non const const
= 10.45% def= 10.65% def= 13.17%
g

D= $2.58 gle)= 6.77%
P= $104.89
GROWTH
YEAR RATE DIVIDEND
1 10.45% $2.85
2 10.45% $3.15
3 10.45% $3.48
4 10.45% $3.84
5 10.45% $4.24
6 10.27% $4.68
7 10.09% $5.15
8 9.90% $5.66
9 9.72% $6.21
10 9.53% $6.80
11 9.35% $7.44
12 9.16% $8.12
13 8.98% 38.85
14 8.80% $9.62
15 8.61% $10.45
16 8.43% $11.33
17  8.24% $12.27
18  8.06% $13.26
19 7.87% $14.30
20 7.68% $15.40
21 7.51% $16.56
22 7.32% $17.77
23 7.14% $19.04
24 6.95% 320.36
25 6.77% 321.74
28 8.77% $23.21
27 6.77% $24.78
28 6.77% $26.46
29  6.77% $28.25
30 6.77% $30.16

This schedule is truncated; the calculation extends
to 400 years to ensure the stability of the
calcufation.

g, D, P are from Schedule D-1.3
g(e) is from Schedule D-1.13
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Schedule D-1.8

EXC Non-Constant DCF Calculation

non const const
g= 10.09% dcf= 10.54% dcf= 12.82%
D= $1.76 gle)= 6.77%
P= $70.89
GROWTH
YEAR RATE DIVIDEND
1 10.09% 31.84
2 10.09% $2.13
3 10.09% 32.35
4 10.08% $2.58
5 10.09% $2.85
6 9.92% $3.13
7 9.76% $3.43
8 9.59% $3.76
9 9.43% $4.12
10 9.26% $4.50
11 9.09% $4.91
12 8.93% $5.35
13 8.76% $5.82
14 8.60% $6.32
15 8.43% $6.85
16 8.26% $7.41
17 8.10% $5.01
18 7.93% $8.65
19 7.76% $9.32
20 7.60% $10.03
21 7.43% $10.77
22 7.27% $11.56
23 7.10% $12.38
24 8.93% $13.24
25 B.77% $14.13
26 B8.77% $15.09
27 B8.77% $16.11
28 8.77% $17.20
29 B8.77% $18.36
30 6.77% $19.61

This schedule is truncated; the calculation extends
to 400 years to ensure the stability of the
calculation.

g, D, P are from Schedule D-1.3
g(e) is from Schedule D-1.13
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Schedule D-1.9

PCG Non-Constant DCF Calculation

hon const const
g= 6.88% dcf= 10.01% def= 10.08%
D= $1.41 gley 8.77%
P= $47.03
GROWTH
YEAR RATE DIVIDEND
1 6.88% $1.51
2 6.88% $1.61
3 6.88% $1.72
4 6.88% $1.84
5 6.88% $1.97
6 8.87% $2.10
7 B.87% $2.25
8 B.86% $2.40
g 6.86% $2.56
10 6.85% $2.74
11 6.84% $2.93
12 6.84% $3.13
13 6.83% $3.34
14 6.83% $3.57
15 6.82% $3.81
16 6.82% $4.07
17 6.81% $4.35
18 6.81% $4.65
19 6.80% $4.96
20 6.80% $5.30
21 6.79% $5.66
22 6.78% $6.04
23 6.78% $6.45
24 8.77% $6.89
25 B8.77% $7.36
26 8.77% $7.86
27 B8.77% $8.39
28 8.77% $8.95
29 8.77% $9.56
30 B.77% $10.21

This schedule is truncated; the calculation extends
to 400 years to ensure the stability of the
calculation.

g, D, P are from Schedule D-1.3
gle) is from Schedule D-1.13
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Schedule -1.10

PEG Non-Canstant DCF Calculation

non const const
g= 14.60% dcf= 13.13% dcf= 17.85%
D= $2.33 g(e)= 6.77%
P= $81.97
GROWTH
YEAR RATE DIVIDEND
1 14.60% $2.66
2 14.60% $3.05
3 14.60% $3.50
4 14.60% $4.01
5 14.60% $4.60
6 14.21% $5.25
7 13.82% $5.97
8 13.43% $6.78
2] 13.04% $7.66
10 12.64% $8.63
1 12.25% $9.69
12 11.86% $10.84
13 11.47% $12.08
14 11.08% $13.42
15 10.69% $14.85
16 10.29% $16.38
17 9.90% $18.00
18 9.51% $19.71
19 9.12% $21.51
20 8.73% $23.39
21 8.34% $25.34
22 7.94% $27.35
23 7.55% $29.41
24 7.16% $31.52
25 6.77% $33.65
26 6.77% $35.93
27 6.77% $38.36
28 677% $40.96
29 6.77% $43.73
30 6.77% 346.69

This schedule is truncated; the calculation extends
o 400 years to ensure the stability of the
calculation.

g, D, P are from Schedule D-1.3
g(e) is from Schedule D-1.13
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Schedule D-1.11

XEL Non-Constant DCF Calculation

non const const
Q= 5.64% dcf= 10.59% def= 9.89%
D= $0.91 gle)= 8.77%
P= $22.52
GROWTH
YEAR RATE DIVIDEND
1 5.64% ) $0.96
2 5.64% $1.01
3 5.64% $1.07
4 5.64% $1.13
5 5.64% $1.19
3] 5.70% $1.26
7 5.75% $1.33
a 5.81% $1.41
9 5.87% $1.49
10 5.92% $1.58
11 5.98% $1.68
12 8.04% $1.78
13 6.09% $1.89
14 6.15% $2.00
15 6.21% $2.13
16 6.26% $2.26
17 6.32% $2.40
18 6.37% $2.55
19 6.43% $2.72
20 65.49% $2.89
21 6.54% $3.08
22 £.60% $3.29
23 6.66% $3.51
24 ©6.71% $3.74
25 6.77% $3.99
26 6.77% $4.27
27 6.77% $4.55
28 6.77% $4.86
29 677% $5.19
30 6.77% $5.54

This schedule is truncated; the calculation extends
to 400 years to ensure the stability of the
calculation.

9, D, P are from Schedule D-1.3
gle}) is from Schedule D-1.13
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Schedule D-1,12

DUK Non-Constant DCF Calculation

non const const
o= 6.06% dcf= 11.24% def= 10.83%
D= $0.86 gle)= 8.77%
P= $19.14
GROWTH
YEAR RATE DIVIDEND
1 6.06% $0.91
2 6.06% $0.97
3 6.06% $1.03
4 6.06% $1.09
5 6.06% $1.15
6 6.10% $1.22
7 6.13% $1.30
8 6.17% $1.38
9 6.20% $1.47
10 6.24% $1.56
11 6.27% $1.65
12 6.31% $1.76
13 6.34% $1.87
14 6.38% $1.99
15 6.41% $2.12
16 6.45% $2.25
17 6.49% $2.40
18 6.52% $2.56
19 6.56% $2.72
20 6.59% $2.00
21 6.63% $3.10
22 6.66% $3.30
23 6.70% $3.52
24 6.73% $3.76
25 6.77% $4.02
26 6.77% $4.29
27 6.77% $4.58
28 B8.77% $4.69
29 6.77% $5.22
30 8.77% $5.57

This schedule is truncated; the calculation extends
to 400 years to ensure the stability of the
calculation.

g, D, P are from Schedule D-1.3
g(e) is from Schedule D-1.13
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Schedule D-1.13
Page 1 of 3

Growth in U.S. Gross National Product, 1929 to 2005

Year GNP Change Growth%
{ $billion )  { $billion )

1929 104.4
1930 91.90 1270 -12.32%
1931 77.00 -14.60 -16.15%
1932 59.10 -17.80 -23.48%
1933 56.70 -240 -414%
1934 66.30 9.50 17.09%
1935 73.60 710 1091%
1936 84.00 10,30  14.27%
1937 92.20 7.90 9.58%
1938 86.50 570 -6.31%
1939 92.50 6.60 7.79%
1940 101.70 9.10 9.97%
1941 127.20 2510 25.00%
1942 162.30 33.50 26.69%
1943 198.90 33.70  21.19%
1944 220.10 18.70 9.70%
1945 223.40 2.00 0.95%
1946 222.90 -1.00 -(0.47%
1947 245.30 2280 10.73%
1948 270.60 2640 11.22%
1949 268.60 -1.20 -0.46%
1950 295.20 2790  10.71%
1951 341.20 45,10 15.64%
1952 360.30 18.20 5.46%
1953 381.30 20.00 5.69%
1954 382.50 0.90 0.24%
1955 417.20 33.40 8.97%
1956 440.30 22.30 5.49%
1957 464.10 22.80 5.32%
1958 469.80 5.80 1.29%
1959 509.30 53.50 11.71%
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Growth in U.S. Gross National Product, 1926 to 2005

Year

1960
1961
1862
1863
1964
1965
1966
1967
1968
1069
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990

GNP
( $billion )

529.50
548.20
589.70
822.20
668.50
724.40
792.90
838.00
816.10
990.70
1,044.90
1,134.70
1,246.80
1,305.30
1,615.50
1,651.30
1,842.10
2,051.20
2,316.30
2,5685.30
2,823.70
3,161.40
3,291.50
3,5673.80
3,968.50
4,246.80
4,480.60
4,757.40
5,127.40
5,5610.60
5,837.90

Change
{ $billion )
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20.30
18.70
41.40
32.80
46.20
56.10
69.00
45.00
78.10
73.90
54.60
90.10
112.90
149.10
118.50
131.70
192.60
211.10
265.90
281.30
231.50
335.30
129.60
276.10
396.30

270.30 -

229.90
287.90
370.60
382.60
322.80

Growth%

3.98%
3.52%
7.54%
5.50%
7.41%
8.38%
2.51%
5.66%
8.30%
8.05%
5.51%
8.61%
9.94%
11.94%
8.48%
8.68%
11.68%
11.47%
12.96%
12.14%
8.91%
11.84%
4.09%
8.38%
11.10%
6.81%
5.42%
8.44%
7.79%
7.46%
5.86%

Schedule D-1.13
Fage of 2 of 3



Growth in U.S. Gross National Product, 1928 to 2005

Year

1991
1992
1993
1994
1895
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Average

GNP
( $billion )

6,026.30
6,367.40
6,689.30
7,098.40
7,433.40
7,851.90
8,337.30
8,768.30
9,302.20
9,855.90
10,171.60
10,514.10
11,059.20
11,778.90
12,520.80

Change
( $billion )

178.70
331.40
324.40
404.40
349.80
410.30
473.80
445.00
486.20
563.70
316.70
342.50
545.10
719.70
741.90

Growth%

3.06%
5.51%
5.11%
6.07%
4.95%
5.63%
6.05%
5.36%
5.56%
5.95%
3.20%
3.37%
5.18%
6.51%
6.30%

6.77%

Schedule D-1.13
Page 3 of 3

Economic Analysis and Econostats; BEA Data; NIPA index; Section 1. Domaestic Product and
Income Table 1.7.5 Relation of Gross Domestic Product, Gross National Product, Net National
Preduct, National Income, and Personal Income. {2 ) U. S. Department of Commerce; Survey of

Current of the United States Business and Historical Statistics
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The Public Utilities Commission of Chig
Ted Strickland, Governor « Alan R. Schriber, Chairman
180 E. Broad Sirest, Columbus, Ohio 43215-3793 + An Equal Opportunity Employer and Service Provider



