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I. INTRODUCTION AND PURPOSE 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Daniel J. Reilly, and my business address is 550 South Tryon, 

Charlotte, North Carolina 28202. 

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

I am employed by Duke Energy Business Services LLC (DEBS) as Director, U.S. 

Franchised Electric and Gas (USFE&G) Accounting. DEBS provides various 

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

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

9 Energy). 

10 Q. PLEASE BRIEFLY SUMMARIZE YOUR EDUCATIONAL 

11 BACKGROUND AND PROFESSIONAL EXPERIENCE. 

12 A. I earned a Bachelor of Business Administration degree with a major in accountuig 

13 from Appalachian State University in 1992 and a Masters in Business 

14 Administration from the Babcock School of Busmess at Wake Forest University in 

15 2001. I am a Certified PubUc Accountant in the state of North Carolina and a 

16 member of the American Institute of Certified Public Accountants and the North 

17 Carolina Association of Certified Public Accountants. 

18 My professional work experience began in 1992 with the public 

19 accounting firm of Arthur Andersen and subsequently Gleiberraan Spears 

20 Shepherd and Menaker, where I provided audit and other attestation services for 

21 various clients. In 1998,1 joined Coltec Industries (which is now part of Goodrich 

22 Corporation) as an Accounting Supervisor and, in 1999,1 joined GS Industries as 
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1 the Manager of Financial Reporting. I began my employment with Duke Energy 

2 in 2002 as a senior business analyst in the Extemal Reporting Group of the 

3 Corporate Controller's department. While at Duke Energy, I have held various 

4 positions of increasing responsibility in the Corporate Controller's department 

5 and Risk Management and Insurance. I took my current position as Director of 

6 USFE&G Accounting in March 2010. 

7 Q. PLEASE SUMMARIZE YOUR RESPONSIBILITES AS DIRECTOR, 

8 USFE*&G ACCOUNTING. 

9 A. I am responsible for reporting the financial results and maintaining the books of 

10 account for all of Duke Energy's public utility operating companies, including 

11 Duke Energy Ohio. I am also responsible for analyzing these financial results, 

12 and Duke Energy's underlying accounting methods and policies. 

13 Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE PUBLIC 

14 UTILITIES COMMISSION OF OHIO? 

15 A. No. 

16 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THESE 

17 PROCEEDINGS? 

18 A. I sponsor information relating to Duke Energy Ohio's financial position and the 

19 actual results of the Company's operations as of March 31, 2012, the date certain 

20 in these proceedings. In particular, I sponsor Schedules C-10.1 and C-10.2, pages 

21 2 and 4 of both Schedule D-5A and Schedule D-5B, and the following 

22 Supplemental Filmg Requirements: (C)(1), (C)(2), (C)(4), (C)(5), and (C)(6). I 

23 also sponsor the following service agreements: Service Company/Utihty; 
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1 operating Company; and Operating Company/Non-Utility Companies. At Duke 

2 Energy Ohio witness Peggy A. Laub's request, I made certain accounting 

3 adjustments to Duke Energy Ohio's financial position per the accounting books, 

4 which I will discuss in more detail below and as shown on workpaper WPD-la. I 

5 provided this information to Duke Energy Ohio witness Stephen G. De May for 

6 his use in determining Duke Energy Ohio's capital structure in these proceedings 

7 and in preparing Schedule D. 

IL OVERVIEW OF DUKE ENERGY OHIO'S 

ACCOUNTING RECORDS 

8 Q. ARE YOU FAMILIAR WITH THE ACCOUNTING PROCEDURES AND 

9 BOOKS OF ACCOUNT OF DUKE ENERGY OHIO? 

10 A. Yes, The books of account for Duke Energy Ohio's regulated business followthe 

11 Uniform System of Accoimts prescribed by the Federal Energy Regulatory 

12 Commission (FERC). 

13 Q. ARE THE BOOKS OF ACCOUNT FOR THE REGULATED PORTION OF 

14 DUKE ENERGY OHIO PREPARED AT YOUR DIRECTION AND UNDER 

15 YOUR SUPERVISION? 

16 A. Yes. 

17 Q. ARE THE CAPITAL AND OPERATING EXPENDITURES 

18 REPRESENTED ON DUKE ENERGY OHIO'S BOOKS OF ACCOUNT 

19 ACCURATE AND REASONABLE? 

20 A. Yes. Duke Energy Ohio has various budgeting, planning, and review procedures 

21 in place to establish and monitor the capital and operating budgets, as well as 

22 actual expenditures. The system of intemal accounting controls provides 
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1 reasonable assurance that all transactions are executed in accordance with 

2 management's authorization and are recorded properly. 

3 The system of intemal accounting controls is annually reviewed, tested, 

4 and documented by Duke Energy Ohio to provide reasonable assurance that 

5 amounts recorded on the books and records of the Company are accurate and 

6 proper. In addition, independent certified public accountants perform an annual 

7 audit to provide assurance that intemal accounting controls are operating 

8 effectively and that Duke Energy Ohio's financial statements are materially 

9 accurate. 

HI. SCHEDULES AND SUPPLEMENTAL FILING 
REOUIREMENTS SPONSORED BY WITNESS 

PLEASE DESCRIBE SCHEDULES C-10.1 AND C-10.2. 

Schedules C-lO.l and C-10.2 consist of Duke Energy Ohio's comparative 

Balance Sheet and Income Statements for the most recent five calendar years. 

PLEASE DESCRIBE PAGE 2 OF BOTH SCHEDULE D-5A AND 

SCHEDULE D-5B. 

Page 2 of Schedule D-5A and Schedule D-5B includes the capital structure, 

condensed income statement, and data for the test year and the ten prior years. 

Schedule D-5A presents this information for Duke Energy Ohio and Schedule D-

5B presents this same information on a consolidated Duke Energy basis. 

PLEASE DESCRIBE PAGE 4 OF BOTH SCHEDULE D-5A AND 

SCHEDULE D-5B. 

Page 4 of both Schedule D-5A and Schedule D-5B includes the rate of retum 

22 measures for the test year and the ten prior years. Schedule D-5A presents this 
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information for Duke Energy Ohio and Schedule D-5B presents this same 

information on a consolidated Duke Energy basis. 

PLEASE DESCRIBE SUPPLEMENTAL FILING REQUIREMENT (C)(1). 

Supplemental Filing Requirement (C)(1) consists of the most recent FERC audit 

report. The audit report is dated December 10, 1997, and covers the period 

January 1, 1993, through December 31, 1996. 

PLEASE DESCRIBE SUPPLEMENTAL FILING REQUIREMENT (C)(2). 

8 A. Supplemental Filing Requirement (C)(2) Is a copy of Duke Energy Ohio's most 

recent annual statistical report. Duke Energy Ohio no longer prepares annual 

statistical reports. Consequently, Duke Energy Ohio has provided a copy of the 

last Cinergy Corp. (Cinergy) Uniform Statistical Report, which was prepared for 

the year ended December 31, 2000. 

PLEASE DESCRIBE SUPPLEMENTAL FILING REQUIREMENT (C)(4). 

Supplemental Filing Requirement (C)(4) is a copy of Duke Energy Ohio's most 

recent FERC Form 2, which reports on calendar year 2011 information. 

PLEASE DESCRIBE SUPPLEMENTAL FILING REQUIREMENT (C)(5). 

Supplemental Filing Requirement (C)(5) is a copy of Duke Energy Ohio's 

ultimate parent company's annual reports to shareholders for the past five years. 

PLEASE DESCRIBE SUPPLEMENTAL FILING REQUIREMENT (C)(6). 

Supplemental Filing Requirement (C)(6) consists of the most recent Securities 

Exchange Commission Form lO-K, 10-Q, and 8-K for Duke Energy Corporation 

and Subsidiary Registrants, which includes Duke Energy Ohio consolidated. 

PLEASE DESCRIBE THE SERVICE AGREEMENTS. 
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1 A. I have attached three service agreements to my testimony, all of which were 

2 effective on June 7, 2012, when the Company commenced these proceedings. 

3 Attachment DJR-1 is the Service Company/Utility Service Agreement, which 

4 governs cost allocations between Duke Energy Ohio and the service companies. 

5 Attachment DJR-2 is the Operating Company Service Agreement, which governs 

6 cost allocations between or among the operating companies. Attachment DJR-3 

7 is the Operating Company/Non-Utility Companies Service Agreement, which 

8 governs cost allocations between Duke Energy Ohio and its non-utility affiliates. 

IV. ACCOUNTING ADJUSTMENTS 

9 Q. WHAT ACCOUNTING ADJUSTMENTS DID YOU PROVIDE RELATED 

10 TO DUKE ENERGY OHIO'S CAPITAL STRUCTURE? 

11 A. Duke Energy Ohio witness Laub asked me to make two adjustments to the capital 

12 structure contained on Duke Energy Ohio's accounting books relating to the Duke 

13 Energy/Cinergy merger. As required under generally accepted accounting 

14 principles, the merger caused Duke Energy Ohio to apply purchase accounting to 

15 its assets and liabilities. As a result, Duke Energy Ohio wrote up the value of its 

16 assets and liabilities to fair market value as of the merger closing date, which 

17 caused an increase in the shareholder's equity component of the capital structure. 

18 My first adjustment, therefore, was to adjust Duke Energy Ohio's capital structure 

19 to eliminate the impact of purchase accounting. Second, I adjusted Duke Energy 

20 Ohio's capital structure to eliminate the generation assets contributed to Duke 

21 Energy Ohio by Duke Energy North America, LLC. Workpaper WPD-la shows 

22 these two adjustments to Duke Energy Ohio's capital structure. I provided the 
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1 adjusted capital structure to Duke Energy Ohio witness De May for his use in 

2 determining the Company's capital structure and in preparing Schedule D-l and 

3 Schedule D-3. 

V. CONCLUSION 

4 Q. WAS THE INFORMATION YOU SPONSORED IN SCHEDULES C-10.1 

5 AND 10.2, PAGES 2 AND 4 OF BOTH SCHEDULE D-5A AND 

6 SCHEDULE D-5B, AND SUPPLEMENTAL FILING REQUIREMENTS 

7 (C)(1), (C)(2), (C)(4), (C)(5), AND (C)(6) PREPARED BY YOU OR UNDER 

8 YOUR DIRECTION AND SUPERVISION? 

9 A. Yes. 

10 Q. IS THE INFORMATION YOU SPONSORED IN THOSE SCHEDULES 

11 AND SUPPLEMENTAL FILING REQUIREMENTS, AND IN THE 

12 SERVICE AGREEMENTS, ACCURATE TO THE BEST OF YOUR 

13 KNOWLEDGE AND BELIEF? 

14 A. Yes. 

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

16 A. Yes. 
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SECOND AMENDED AND RESTATED 
SERVICE COMPANY 

UTILITY SERVICE AGREEMENT 

This Second Amended and Restated Servtce Company Utility Service 

Agreement (this "Second Amended and Restated Service Agreement" or 

"Agreement^), dated September 1, 2008 (the "Effective Date") by and among 

Duke Energy Carolinas, LLC ("DE-Carolinas"), a North Carolina limited liability 

company, Duke Energy Ohio, Inc., an Ohio corporation ("DE-Ohio"), Duke 

Energy Indiana, Inc., an Indiana corporation ("DE-lndiana"), Duke Energy 

Kentucky, Inc., a Kentucky corporation ("DE-Kentucky"), Miami Power 

Corporation, an Indiana corporation ("Miami"), ^nd Duke Energy Business 

Services LLC, a Delaware limited liability company, on its own behalf and as 

successor in interest to Duke Energy Shared Sen/ices, Inc. (the "Service 

Company^ (DE-Carolinas, DE-Ohio, DE-lndiana, DE-Kentucky and Miami are 

sometimes hereinafter referred to individually as a "Client Company" and 

collectively as the "Client Companies"), supersedes and restates in its entirety 

the Amended and Restated Sen^ice Company Utility Service Agreement entered 

into by the parties dated January 2, 2007 (the "Amended and Restated Service 

Agreement"), 

WITNESSETH 

WHEREAS, the terms of this Agreement are substantially similar to the 

Amended and Restated Sen/ice Agreement and the purpose of this Second 

Amended and Restated Service Agreement is to clarify the parties' intentions 

regarding the scope of services. WHEREAS, each of the Client Companies and 

the Sen/ice Company is a subsidiary of Duke Energy Corporation; 

WHEREAS, the Service Company and {he Client Companies have 

entered into this Agreement whereby the Service Company agrees to provide 

and the Client Companies agree to accept and pay for various services as 

provided herein at cost, except to the e)ctent otherwise required by Section 482 

of the Interna! Revenue Code; and 

204702 
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WHEREAS, economies and efficiencies benefiting the Client Companies 

will result from the perfomiance by the Sen/ice Company of services as herein 

provided; 

NOW, THEREFORE, in consideration of the premises and the mutual 

agreements herein contained, the parties to this Agreement covenant and agree 

as folloMvs: 

ARTICLE I-SERVICES 

Section 1.1 The Service Company shall furnish to the Client Companies, 

upon the temns and conditions hereinafter set forth, such of the services 

described in Appendix A hereto, at such times, for such periods and in such 

manner as the Client Companies may from time to time request and which the 

Service Company concludes it is equipped to perfonn- The Service Company 

shall also provide Client Companies with such special services, including without 

limitation cost management services, in addition to those services described in 

Appendix A hereto, as may be requested fay a Client Company and which the 

Service Company concludes it is equipped to perfonn. In supplying such 

services, the Sen/ice Company may (i) anange, where it deems appropriate, for 

the services of such experts, consultants, advisers and other persons with 

necessary qualifications as are required for or pertinent to the rendition of such 

sen/ices, and (ii) tender payments to third parties as agent for and on behalf of 

Client Companies, with such charges being passed through to the appropriate 

Client Companies. 

Section 1.2 Each of the Client Companies shall take from the Service 

Company such of the services described in Section 1.1 and such additional 

general or special services, whether or not now contemplated, as are requested 

from time to time by the Client Companies and which the Service Company 

concludes it is equipped to perfonn. 
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Section 1.3 The sen/ices described herein shall be directly assigned, 

distributed or allocated by activity, process, project, responsibility center, work 

order or other appropriate basis. A Client Company shall have the right from 

time to time to amend, alter or rescind any activity, process, project, 

responsibility center or work order, pnavided that (i) any such amendment or 

alteration which results in a material change in the scope of the sen/ices to be 

perfomed or equipment to be provided Is agreed to by the Service Company, (ii) 

the cost for the sen/ices covered by the activity, process, project, responsibility 

center or work order shall include any expense incurred by the Service Company 

as a direct result of such amendment, alteration or rescission of the activity, 

process, project, responsibility center or worit order, and (iii) no amendment, 

alteration or rescission of an activity, process, project, responsibility center or 

work order shall release a Client Company from liability for all costs already 

incurred by or contracted for by the Service Company pursuant to the activity, 

process, project, responsibility center or work order, regardless of whether the 

services assodated with such costs have been completed. 

Section 1,4 The Service Company shall maintain a staff trained and 

experienced in the design, construction, operation, maintenance and 

management of public utility properties. 

ARTICLE II - COMPENSATION 

Section 2.1 Except to the extent othenwise required by Section 482 of 

the Intemal Revenue Code, as compensation for the services to be rendered 

hereunder, each of the Client Companies shallpay to the Service Company all 

costs which reasonably can be identified and related to particular sen/ices 

perfonned by the Service Company for or on its behalf. Where more than one 

Client Company is involved in or has received benefits from a sen/ice perfonned, 
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costs will be directly assigned, distributed or allocated, as set forth in Appendix A 

hereto, between or among such companies on a basis reasonably related to the 

sen/ice perfonmed to the extent reasonably practicable. 

Section 2.2 The method of assignment, distribution or allocation of costs 

described in Appendix A shall be subject to review annually, or more frequently if 

appropriate. Such method of assignment, distribution or allocation of costs may 

be modified or changed by the Sen/ice Company without the necessity of an 

amendment to this Agreement, provided that In each instance, all sen/ices 

rendered hereunder shall be at actual cost thereof, fairly and equitably assigned, 

distributed or allocated, except to the extent othenwise required by Section 482 of 

the Intemal Revenue Code. The Service Company shall promptly advise the 

Client Companies and the North Carolina Utilities Commission ("NCUC"), the 

Public Sen/ice Commission of South Carolina (TSCSC"). the Indiana Utility 

Regulatory Commission ("lURC"), The Public Utilities Commission of Ohio 

f PUCO"), the Kentucky Public Sen^ice Commission TKPSC;" and together with 

the NCUC. the PSCSC, the lURC and the PUCO, the "Affected State 

Commissions") from time to time of any material changes in such method of 

assignment, distribution or allocation. Such notice shall be in compiiance vMh 

the requirements of applicable state law, regulations and regulatory conditions. 

Section 2.3 The Sen/ice Company shall render a monthly statement to 

each Client Company which shall reflect the billing information necessary to 

identify the costs charged for that month. By the last day of each month, each 

Client Company shall remit to the Service Company al) charges billed to it. For 

avoidance of doubt, the Service Company and each Client Company may satisfy 

the foregoing requirement by recording billings and payments required hereunder 

in their common accounting systems without rendering paper or electronic 

monthly statements or remitting cash payments. 

Section 2.4 Subject to Section 482 of the Intemal Revenue Code, it is 

the intent of thrs Agreement that the payment for services rendered by the 
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Service Company to the Client Companies shall cover all the costs of its doing 

business (less the cost of sen/ices provided to affiliated companies not a party to 

this Agreement and to other non-affiliated companies, and credits for any 

miscellaneous income items), including, but not limited to, salaries and wages, 

office supplies and expenses, outside services employed, property insurance, 

injuries and damages, employee pensions and benefits, miscelianeous general 

expenses, rents, maintenance of structures and equipment, depredation and 

amortization and compensation for use of capital. Without limitation of the 

foregoing, "cost," as used in this Agreement, means fully embedded cost, 

namely, the sum of (1) direct costs, (2) indirect costs and (3) costs of capital. 

ARTICLE III-TERM 

Section 3.1 This Agreement is entered into as of the Effective Date and 

shall continue in force with respect to a Client Company until tenninated by the 

Service Company and Client Company with respect to such Client Company 

(provided that no such tennination with respect to less than all of the Client 

Companies shall thereby affect the term of this Agreement or any of the 

provisions hereof) or until tenninated by unanimous agreement of all the parties 

then signatory to this Agreement. 

ARTICLE IV - ACCOUNTS AND RECORDS 

Section 4.1 The Sen/ice Company shall utilize the Uniform System of 

Accounts prescribed by the Federal Energy Regulatory Commission. 

Section 4.2 The Sen/ice Company shall permit each Affected State 

Commission and applicable statutory utility consumer representative(s), together 

with other interested parties as required under applicable law, access to its 

accounts and records, including the basis and computation of allocations, 

necessary for each Affected State Commission to review a Client Company's 

operating results. 
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ARTICLE V - MISCELLANEOUS 

Section 5.1 Counterparts. This Agreement may be executed in one or 

more counterparts, a)i of which shall be considered one and the same 

agreement and shall become effective when one or more counterparts have 

been signed by each party and delivered to the otiier parties. 

Section 5.2 Entire Agreement: No Third Party Beneficiaries. This 

Agreement (including Appendix A and any other appendices or other exhibits or 

schedules hereto) (i) constitutes the entire agreement, and supersedes any prior 

agreements and understandings, both written and oral, among the parties with 

respect to the subject matter of this Agreement (including without limitation the 

Amended and Restated Service Agreement; and (ii) is not intended to confer 

upon any person other than the parties hereto any rights or remedies. 

Section 6.3 Governing Law. This Agreement shall be governed by, and 

construed in accordance with, the laws of the State of New York, regardless of 

the laws that might othenA îse govern under applicable principles of conflict of 

laws. 

Section 5.4 Assignment. Neither this Agreement nor any of the rights, 

interests or obligations hereunder shall be assigned, in whole or in part, by 

operation of law or othenwise by any of the parties hereto without the prior written 

consent of each of tiie other parties. Any attempted or purported assignment in 

vfolation of the preceding sentence shall be null and void and of no effect 

whatsoever. Subject to the preceding two sentences, this Agreement shall be 

binding upon, inure to the benefit of, and be enforceable by, the parties and their 

respective successors and assigns. 

Section 5.5 Amendments. This Agreement may not be amended except 

by an instrument in writing signed on behalf of each of the parties. To the extent 
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that applicable state law or regulation or other binding obligation requires that 

any such amendment be filed with any Affected State Commission for its review 

or otherwise, each Client Company shall comply in all respects with any such 

requirements. 

Section 5.6 Interpretation. When a reference is made in this Agreement 

to an Article, Section or Appendix or other Exhibit, such reference shall be to an 

Article or Section of, or an Appendix or other Exhibit to, this Agreement unless 

othenwise indicated. The headings contained in this Agreement are for 

convenience of reference only and shall not affect in any way the meaning or 

interpretation of this Agreement. Whenever the words "include", "includes" or 

"including" are used in this Agreement, ti^ey shall be deemed to be followed by 

the words "without limitation". The words "hereof, "herein" and "hereunder" and 

wonJs of similar import when used in this Agreement shall refer to this 

Agreement as a whole and not to any particular provision of this Agreement. 

The definitions contained in this Agreement are applicable to the singular as well 

as the plural fonns of such terms and to the masculine as well as to the feminine 

and neuter genders of such term. References to a person are also to its 

permitted successors and assigns. 

Secti'on 5.7 DE-Carolinas Conditions. In addition to the terms and 

conditions set fortii herein, with respect to DE-Carolinas, the provisions set out 

in Appendix B are hereby incorporated herein by reference. In addition, DE-

Carolinas' participation in this Agreement is explicitly subject to the Regulatory 

Conditions and Code of Conduct approved by the NCUC In its Order Approving 

Merger Subject to Regulatory Conditions and Code of Conduct issued March 24, 

2006, in NCUC Docket No, E-7, Sub 795. In the event of any conflict between 

the provisions of this Agreement and the approved Regulatory Conditions and 

Code of Conduct provisions, the Regulatory Conditions and Code of Conduct 

shall govern. 
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IN WITNESS WHEREOF, the parties hereto have caused this Second 

Amended and Restated Service Agreement to be executed as of the date and 

year first above written. 

DUKE ENERGY BUSINESS SERVICES LLC 

Secretary 

DUKE ENERGY CAROLINAS, LLC 

By 
RiclTgiyrQ^^ach 
Assistant Secretary 

DUKE ENERGY OHIO, INC. 

Ricb^^erBeach 
AssiSfent Secretary 

DUKE ENERGY INDIANA, INC. 

RichSJ5Sla©3ch 
Assistant Secretary 

DUKE ENERGY KENTUCKY, INC. 

By: 
Rich( 
Assistant Secretary 
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MIAMI POWER CORPORATION 

Ric^dLG^each 
Assistant Secretary 
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APPENDIX A 

Description of Sen/ices and Determination 
of Charges for Services 

\. The Service Company will maintain an accounting system for accumulating all 

costs on an activity, process, project, responsibility center, work order, or other 

appropriate basis. To the extent practicable, time records of hours worked by Service 

Company employees will be kept by activity, process, project, responsibility center or 

wori< order. Charges for salaries will be detemnined from such time records and will be 

computed on the basis of employees' labor costs, including the cost of fringe benefits, 

indirect labor costs and payroll taxes. Records of employee-related expenses and other 

indirect costs will be maintained for each functional group within the Sen/ice Company 

(hereinafter referred to as "Function"). Where identifiable to a particular activity, process, 

project, responsibility center or work order, such indirect costs will be directly assigned to 

such activity, process, project, responsibility center or work order. Where not identifiable 

to a particular activity, process, project, responsibility center or work order, such indirect 

costs within a Function will be distributed in relationship to the directly assigned costs of 

the Function. For purposes of this Appendix A. any costs not directly assigned or 

distributed by the Service Company will be allocated monthly. 

11. Service Company costs accumulated for each activity, process, project, 

responsibility center or work order will be directly assigned, distributed, or allocated to the 

Client Companies or other Functions within the Service Company as follows: 

1. Costs accumulated in an activity, process, project, responsibility center or 

work order for services specifically performed for a single Client Company or Function will 

be directiy assigned and charged to such Client Company or Function. 

2. Costs accumulated in an activity, process, project, responsibility center or 

work order for sen/ices specifically perfonned for two or more Client Companies or 

Functions will be distributed among and charged to such Client Companies or Functions. 

The appropriate method of distribution will be determined by the Sen/ice Company on a 

case-by-case basis consistent with the nature of the work performed and will be based on 

the application of one or more of the methods described in paragraphs IV and V of this 
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Appendix A. The distribution method will be provided to each such affected Client 

Company or Function. 

3. Costs accumulated in an activity, process, project, responsibility center or 

work order for services of a general nature which are applicable to all Client Companies 

or Functions or to a class or classes of Client Companies or Functions will be allocated 

among and charged to such Client Companies or Functions by application of one or more 

of the methods described in paragraphs IV and V of this Appendix A. 

111. For purposes of this Appendix A, the following definitions or methodologies shall 

be utilized: 

1. Where applicable, the following will be utilized to convert gas sales to 

equivalent electric sales: 1 cubic foot of gas sales equals 0.303048 kilowatt-hour of 

electric sales (based on electricity at 3412 Btu/kWh and natural gas at 1034 Btu/cubic 

foot). 

2. "Domestic utility" refers to a utility which operates in the contiguous United 

States of America. 

3. "Gross margin" refers to revenues as defined by Generally Accepted 

Accounting Principles, less cost of sales, including but not limited to fuel,, purchased 

power, emission allowances and other cost of sales. 

4. "Distribution" means electric distribution and local gas distribution as 

applicable. 

5. "Distribution Lines" mean electric power lines at distribution voltages 

measured in circuit miles, and gas mains and lines, as applicable. 

The weights utilized in the weighted average ratios in paragraph V of this Appendix 

A shall represent the percentage relationship of the activities associated with the function 

for which costs are to be allocated. For example, if an expense item ts to be allocated on 

tiie weighted average of the Gross Margin Rati"o, the Labor Dollars Ratio and the Total 

Property, Plant and Equipment ("PP&E") Ratio, and the activity to be allocated is one-

third gross margin related, one-third labor related and one-third PP&E related, 33 percent 

of the Gross Margin Ratio would be utilized, 33 percent of the Labor Dollars Ratio and 34 

percent of the PP&E Ratio would be utilized. To illustrate this application, assuming that 
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the Gross Margin Ratio were 53.75 percent for Company A and 46.25 percent for 

Company B, the Labor Dollars Ratio were 25 percent for Company A and 75 percent for 

Company B, and the Total PP&E Ratio were 60 percent for Company A and 40 percent 

for Company B, the following weighted average ratio would be computed: 

Activity 

Gross Margin Ratio 
Labor Dollars Ratio 
Total Property, Plant 
and Equipment Ratio 

Weight 

33% 
33% 

34% 

100% 

Company A 
Ratio 

53,75% 
25.00% 

60.00% 

Weighted 

17.74% 
8.25% 

20.40% 

46.39% 

Comoanv 8 
Ratio 

46.25% 
75.00% 

40,00% 

Weighted 

15.26% 
24.75% 

13.60% 

53.61% 

IV. The foltowing allocation methods will be applied, as specified in paragraph V of 

this Appendix A, to assign costs for services applicable to two or more clients and/or to 

allocate costs for services of a general nature. 

1- Sales Ratio 

A ratio, based on the applicable domestic finn kilowatt-hoar electric sales 

(and/or the equivalent cubic feet of gas sales, where applicable), excluding 

intra-system sales, for a preceding twelve consecutive calendar month 

period, the numerator of whidi is for a Client Company and the 

denominator of which is for all utility Client Companies (and Duke Energy 

Corporati'on's non-utility and non-domestic utility affiliates, where 

applicable), This ratio will bedetermined annually, or at such time as may 

be required due to a ^gnificant change. 

2. Electric Peak Load Ratio 

A ratio, based on the sum of the applicable monthly domestic firm electric 

maximum system demands for a preceding twelve consecutive calendar 

month period, the numerator of which is for a Client Company and the 

denominator of which is for all utility Client Companies <and Duke Energy 

Corporation's non-utility and non-domestic utility affiliates, where 
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applicable). This ratio will be determined annually, or at such time as may 

be required due to a significant change. 

3. Number of Customers Ratio 

A ratio, based on the sum of the applicable domestic firm electric customers 

(and/or gas customers, where applicable) at the end of a recent month in 

the preceding twelve consecutive calendar month period, the numerator of 

which is for a Client Company and the denominator of which is for all 

domestic utility Client Companies (and Duke Energy Corporation's non-

utility and non-domestic utility affiliates, where applicable). This ratio will be 

determined annually, or at such time as may be required due to a significant 

change. 

4. Number of Employees Ratio 

A ratio, based on tiie applicable number of employees at the end of a 

recent month in the preceding twelve consecutive month period, the 

numerator of which is for a Client Company or Service Company Function 

and tiie denominator of which is for all Client Companies (and Duke Energy 

Coiporation's non-utility and non-domestic utility affiliates, where applicable) 

and/or the Service Company. This ratio will be determined annually, or at 

such time as may be required due to a significant change. 

5. Constnjction-&{penditures Ratio 

A ratio, based on the applicable projected construction expenditures for the 

following twelve consecutive calendar month period, the numerator of which 

Is for a Client Company and the denominator of which is for all Client 

Companies (and Duke Energy Corporation's non-utility and non-domestic 

utility affiliates, where applicable). Separate ratios will be computed for total 

constiuction expenditures and appropriate functional plant (i.e., production, 

transmission, Distribution, and general) classifications. This ratio will be 
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determined annually, or at such time as may be required due to a significant 

change. 

6. Miles of Distributi'on Lines Ratio 

In the case of electric Distribution, a ratio, based on the applicable installed 

circuit miles of domestic electî ic Distribution Lines, and in the case of gas 

Distribution, a rati'o, based on the applicable installed miles of domestic gas 

Distribution Lines, in eitfier case at tiie end of the preceding calendar year, 

the numerator of which Is for a Client Company and the denominator of 

which is for all domestic utility Client Companies. This ratio will be 

determined annually, or at such time as may be required due to a significant 

change. 

7. Circuit Mites of Electric Transmission Lines Ratio 

A ratio, based on the applicable installed circuit miles of domestic electric 

transmission lines at the end of the preceding calendar year; the numerator 

of which is for a Client Company and the denominator of which is for all 

domestic utility Client Companies. This ratio will be detennined annually, or 

at such time as may be required due to a significant change. 

8. Number of Central Pnjcessing Unit Seconds Rati'o 

A ratio, based on the sum of the applicable number of central processing 

unit seconds expended to execute mainframe computer software 

applications for a preceding twelve consecutive calendar month period, the 

numerator of which is for a Client Company or Service Company Function, 

and the denominator of whidi Is for all Client Companies, (and Duke 

Energy Corporation's non-utility and non-domestic utility affiliates, where 

applicable) and/or the Service Company. This ratio will be determined 

annually, or at such time as may be required due to a significant change. 

9- Revenues Ratio 
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A ratio, based on the total applicable revenues for a preceding twelve 

consecutive calendar month period, the numerator of which is for a Client 

Company and the denominator of which is for al! Client Companies (and 

Duke Energy Corporati'on's non-utility and non-domestic utility affiliates, 

where applicable). This ratio will be detennined annually or at such time as 

may be required d̂ ue to a significant change. 

10. Inventory Ratio 

A ratio, based on the total applicable inventory balance for tiie preceding 

year, the numerator of which is for a Client Company and the denominator 

of which is for all Client Companies (and^Duke Energy Corporation's non-

utility and non-domestic utility affiliates, where applicable). Separate ratios 

will be computed for total inventory and the appropriate functional plant (i.e., 

production, transmission, Distribution, and genera!) classifications. This 

ratio will be determined annually or at such time as may be required due to 

a significant change. 

11. Procurement Spending Ratio 

A ratio, based on the total amount of applicable procurement spending for 

the preceding year, the numerator of which is for a Client Company or 

Service Company Function and the denominator of which is for all Client 

Companies (and Duke Energy Corporation's non-utility and non-domestic 

utility affiliates, where applicable) and/or the Service Company. Separate 

ratios will be computed for total procurement spending and appropriate 

functional plant (i.e., production, transmission, Distribution, and general) 

classifications. This ratio will be detennined annually or at such time as may 

be required due to a significant change. 

12. Square Footage Ratio 

A ratio, based on the total amount of applicable square footage occupied in 

a recent month In the preceding twelve consecutive month period, the 

numerator of which is for a Client Company or Service Company Function 
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and the denominator of which is for all Client Companies (and Duke Energy 

Corporation's non-utility and non-domestic utility affiliates, where applicable) 

and/or ti^e Service Company. This ratio will be determined annually or at 

such time as may be required due to a significant change. 

13. Gross Margin Ratio 

A ratio, based on the total applicable gross margin for a preceding twelve 

consecutive calendar month period, the numerator of which is for a Client 

Company and the denominator of which is for all Client Companies (and 

Duke Energy Corporation's non-utility and non-domestic utility affiliates, 

where applicable). This ratio will be determined annually or at such time as 

may be required due to a significant change. 

14. Labor Dollars Ratio 

A ratio, based on the total applicable labor dollars for a preceding twelve 

consecutive calendar month period, the numerator of which is for a Client 

Company or Seo/ice Company Function and the denominator of which is for 

all Client Companies (and Duke Energy Corporation's non-utility and non-

domestic utility affiliates, where applicable) and/or tiie Sendee Company. 

This ratio will be determined annually or at such time as may be required 

due to a significant change. 

15. Number of Personal Computer Work Stations Ratio 

A ratio, based on the total number of applicable personal computer wortt 

stations at the end of a recent month in the preceding twelve consecutive 

month period, the numerator of which is for a Client Company or Service 

Company Function and the denominator of which is for all Client 

Companies (and Duke Energy Corporation's non-utility and non-domestic 

utility affiliates, where applicable) and/or the Service Company. This ratio 

will be determined annually or at such time as may be required due to a 

significant change. 

16. Number of InformatioriSystems Servers Ratio 
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A ratio, based on the total number of applicable sen/ers at the end of a 

recent month in the preceding twelve consecutiVe month period, the 

numerator of which is for a Client Company or Service Company Function 

and the denominator of which is fotatt Client Companies (and Duke, Energy 

Corporation's non-utility and non-domestic utility affiliates, where applicable) 

and/or the Service Company. This ratio will be determined annually or at 

such time as may be required due to a significant change, 

17. Total Property. Plant and Equipment Ratio 

A ratio, based on the total applicable Property, Plant and Equipment 

balance (net of accumulated depreciation and amortization) for the 

preceding year, Oie numerator of which is for a Client Company and the 

denominator of which is for all Client Companies (and Duke Energy 

Corporation's non-utility and non-domestic utility affiliates, where 

applicable). This ratio will be determined annually or at such time as may 

be required due to a significant change. 

18. Generating Unit MW Capability Ratio 

A ratio, based on the total applicable installed megawatt capability for the 

preceding year, ti^e numerator of which is for a Client Company and the 

denominator of which is for all Client Companies (and Duke Energy 

Corporation's non-utility and non-domestic utility affiliates, where 

applicable). This ratio will be determined annually or at such time as may 

be required due to a significant change. 

19. Number of Meters Ratio 

A ratio, based on the number of electric and/or gas meters, as applicable, 

the numerator of which is for a Client Company and the denominator of 

which is for all domestic utility Client Companies. Separate ratios will be 

computed for appropriate meter classifications (e.g., type of metering 
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technology). This ratio will be detennined annually, or at such time as may 

be required due to a significant change. 

20. O&M Expenditures Ratio 

A ratio, based on the operation and maintenance (O&M) expenditures for a 

prior twelve month period, the numerator of which is for a Client Company 

and the denominator of which is for all Client Companies (and Duke Energy 

Corporation's non-utility and non-domestic utility affiliates, where 

applicable). Separate ratios will be computed for total O&M expenditures 

and appropriate functional plant (i.e., production, transmission, Distribution, 

and general) classifications. This ratio will be determined annually. 

V. A description of each Function's activities, which may be modified from time to 

time by the Service Company, is set forth below in paragraph "a" under each Function. 

As described in paragraph II, "1" and "2" of this Appendix A, where identifiable, costs will 

be directly assigned or distributed to Client Companies or to other Functions of ttie 

Sen/ice Company. For costs accumulated in activities, processes, projects, responsibility 

centers, or work orders which are for services of a general nature that cannot be directly 

assigned or disti-ibuted, as described in paragraph II, "3" of this Appendix A, the method 

or methods of allocation are set forth below in paragraph "b" under each Function. For 

any of the functions set forth below other than Information Systems, Transportation, 

Human Resources or Facilities, costs of a general nature to be allocated pursuant to this 

Agreement shall exclude costs of a general nature which have been allocated to affiliated 

companies not a party to this Agreement. Substitution or changes may be made in the 

methods of allocation hereinafter specified, as may be appropriate, and will be provided 

to state regulatory agencies and to each Client Company. Any such substitution or 

changes shall be in compliance with the requirements of applicable state law, regulations 

and regulatory conditions. 
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1. Infonnation Systems 

a. Description of Function 

Provides communications and electronic data processing services. The 

activities of the Function include; 

(1) Development and support of mainframe computer software applications. 

(2) Procurement and support of personal computers and related networi^ and 

software applications, 

(3) Development and support of distributed computer software applications 

(e.g., sen/ers). 

(4) Inst^ation and operation of communications systems. 

(5) Infonnation systems management and support services. 

b. Method of Allocation 

(1) Development and support of mainframe computer software applications -

allocated between the Client Companies and other Functions of the 

Service Company based on the number of Central Processing Unit 

Seconds Ratio, or allocated among the Client Companies on a weighted 

average of the Gross Margin Ratio, the Labor Dollar Ratio and the PP&E 

Ratio as appropriate. 

(2) Procurement and support of personal computers and related networtc and 

software applications - allocated to the Client Companies and to other 

Functions of the Service Company based on the Number of Persona) 

Computer Work Stations Ratio. 

(3) Development and support of distributed computer software applications -

allocated to tiie Client Companies and to other Functions of the Service 

Company based on the Number of Information Systems Servers Ratio. 

(4) Installation and operation of communications systems - allocated to tiie 

Client Companies and to other Functions of the Sen/ice Company based 

on the Number of Employees Ratio. 

(5) Infonnation systems management and support services - allocated to the 

Client Companies and to other Functions of the Service Company based 
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on a weighted average of the Gross Margin Ratio, the Labor Dollar Ratio 

and the PP&E Ratio. 

2. Meters 

a. Description of Function 

Procures, tests and maintains meters. 

b. Method of Allocati'on 

Allocated to the Client Companies based on the-Number of Customers Ratio. 

3. Transportation 

a. Description of Function 

(1) Procures and maintains vehicles and equipment. 

(2) Procures and maintains aircraft and equipment. 

b. Method of Allocation 

(1) The costs of maintaining vehicles and equipment are allocated to the 

Client Companies and to other Functions of the Service Company based 

on tiie Number of Employees Ratio, 

(2) The costs of maintaining aircraft and equipment are allocated to the Client 

Companies and to other Functions of the Service Company based on a 

weighted average of the Gross Margin Ratio, the Labor Dollars Ratio and 

the PP&E Ratio. 

4. System Maintenance 

a. Description of Function 

Coordinates maintenance and support of elecbic transmission systems and 

Distiibution systems. 

b. Method of Allocati'on 

(1) Services related to electric transmission systems - allocated to the Client 

Companies based on the Circuit Miles of Electric Transmission Lines 

Ratio. 
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(2) Services related to electric Distribution systems - allocated to the Client 

Companies based on the Miles of Distribution Lines Ratio. 

(3) Services related to gas Distribution systems - allocated to the Client 

Companies based" on the Labor Dollars Ratio. 

5. Mari<etinq and Customer Relations 

a. Description of Function 

Advises the Client Companies in relations with domestic utility customers. 

The activities of the Function include: 

(1) Design and administration of sales and demand-side management 

programs. 

(2) Customer meter reading, billing and payment processing. 

(3) Customer services including the operation of call center. 

b. Metiiod of Allocation 

(1) Design and administration of sales and demand-side management 

programs - allocated to the Client Companies based on the Sales Ratio. 

(2) Customer billing and payment processing - allocated to the Client 

Companies based on the Number of Customers Ratio. 

(3) Customer Services - allocated to the Client Companies based on the 

Number of Customers Ratio. 

6. Transmission and Distribution Engineering and Construction 

a. Description of Function 

Designs and monitors construction of electric transmission and Distribution 

Lines and associated faciliti'es. Prepares cost and schedule estimates, visits 

construction sites to ensure that construction activities coinckle with plans, and 

administers construction contracts. 

b. Method of Allocation 

(1) Transmission engineering and constmction allocated to the Client 

Companies based on the Electric Transmission Plant's Construction-

Expenditures Ratio. 
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(2) Distribution engineering and constiuction allocated to the Client 

Companies based on the Distribution planfs Construction-Expenditures 

Ratio. 

7. Power Engineering and Construction 

a. Description of Function 

Designs, monitors and supports the construction and retirement of electric 

generation facilities. Prepares specifications and administers contracts for 

construction of new electric generating units, improvements to existing electric 

generating units, and the retirement of existing electric generating equipment, 

including developing associated operating processes with operations 

personnel. Prepares cost and schedule estimates and visits constoiction sites 

to ensure that construction and retirement activities meet schedules and 

plans.. 

b. Method of Allocation 

Allocated to tiie Client Companies based on the Electric Production Planfs 

Construction-Expenditures Ratio. 

8. Human Resources 

a. Description of Function 

Establishes and administers policies and supervises compliance with legal 

requirements in tiie areas of employment, compensation, benefrts and 

employee healtii and safety. Processes payroll and employee benefit 

payments. Supervises contract negotiations and relations with labor unions. 

b. Method of Allocation 

Allocated to the Client Companies and to other Functions of tiie Service 

Company based on the Number of Employees Ratio. 

9. Materials Management 

a. Description of Function 
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Provides services in connection with the procurement of materials and contract 

services, processes payments to vendors, and provides management of 

material and supplies inventories, 

b. Method of Allocation 

(1) Procurement of materials and contract services and vendor payment 

processing - allocated to the Client Companies and to other Functions of 

the Service Company based on the Procurement Spending Ratio. 

(2) Management of materials and supplies inventory - allocated to the Client 

Companies on the Inventory Ratio. 

10. Facilities 

a. Description of Function 

Operates and maintains office and service buildings. Provides security and 

housekeeping sen/ices for such buildings and procures office furniture and 

equipment. 

b. Method of Allocation 

Allocated to the Client Companies and to other Functions of the Service 

Company based on the Square Footage Ratio, 

11. Accounting 

a. Description of Function 

Maintains the books and records of Duke Energy Corporation and its affiliates, 

prepares financial and stati'stical reports, prepares tax filings and supervises 

compliance with the laws and regulations. 

b. Metiiod of Allocation 

Allocated to the Client Companies based on a weighted average of the Gross 

Margin Ratio, the Labor Dollar Ratio and the PP&E Ratto. 

12. Power and Gas Planning and Operations 

a. Description of Function 
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Coordinate the planning, management and operation of Duke Energy 

Corporation's power generation, transmission and Distribution systems. The 

activities of the Function include: 

(1) System Planning - planning of additions and retirements to the electric 

generation units and transmission and Distribution systems belonging to 

the regulated utilities owned by Duke Energy Corporation. 

(2) System Operations - coordination of the dispatch and operation of the 

electric generating units and transmission and Distribution systems 

belonging to the regulated utilities owned by Duke Energy Corporation. 

(3) Power Operations - provides management and support services for the 

electric generation units owned or operated by subsidiaries of Duke 

Energy Corporati'on. 

(4) Wholesale Power Operations - coordination of Duke Energy 

Corporation's wholesale power operati'ons. 

b. Method of Allocation 

(1) System Planning 

(a) Generation planning - allocated to the Client Companies based on 

the Electric Peak Load Ratio. 

(b) Transmission planning - allocated to the Client Companies based on 

the Electric Peak Load Ratio. 

(c) Electric Distribution planning - allocated to the Client Companies 

based on a weighted average of tiie Miles of Distribution Lines Ratio 

and the Electric Peak Load Ratio. 

(d) Gas Distribution planning - allocated to the Client Companies based 

on the Construction-Expenditures Ratio. 

(2) System Operati'ons -

(a) Generation Dispatch - allocated to the Client Companies based on 

tiie Sales Ratio. 

(b) Transmission Operations - allocated to the Client Companies based 

on a weighted average of the Circuit Miles of Electric Transmission 

Lines Ratio and the Electric Peak Load Rati'o. 
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(c) Electric Distribution Operati'ons - allocated to the Client Companies 

based on a weighted average of the Miles of Distributi'on Lines Ratio 

and tiie Electric Peak Load Ratio. 

(d) Gas Distribution Operations - allocated to the Client Companies 

based on the Construction-Expenditures Ratio. 

(3) Power Operations - allocated to the Client Companies based on the 

Generating Unit MW Capability Ratio. 

(4) Wholesale Power Operati'ons - allocated to the Client Companies based 

on the Sales Ratio. 

13. Publte Affairs 

a. Description of Function 

Prepares and disseminates infonnation to employees, customers, government 

officials, communities and the media. Provides graphics, reproduction 

lithography, photography and video services. 

b. Method of Allocation 

(1) Services related to corporate governance, public policy, management and 

support services - allocated to the Client Companies based on a weighted 

average of the Gross Margin Ratio, the Labor Dollar Ratio and tiie PP&E 

Ratio. 

(2) Services related to utility spedfic activities - allocated to the Client 

Companies based on a weighted average of the Number of Customers 

Ratio and the Number of Employees Ratio. 

14. Legal 

a. Description of Function 

Renders sen/ices relating to labor and employment law, litigation, contracts, 

rates and regulatory affairs, environmental matters, financing, financial 

reporting, real estate and otiier legal matters. 

b. Metiiod of Altocation 

227025 16 



Attachment DJR-1 
Page 27 of 30 

Allocated to the Client Companies based on a weighted average of the Gross 

Margin Ratio, the Labor Dollar Ratio and the PP&E Ratio. 

15. Rates 

a. Description of Function 

Detennines the Client Companies' revenue requirements and rates to ielectric 

and gas requirements customers. Administers interconnection and joint 

ownership agreements. Researches and forecasts customers' usage. 

b. Method of Allocation 

Allocated to the Client Companies based on the Sales Ratio. 

16. Finance 

a. Description of Function 

Renders services to Client Companies with respect to investinents, financing, 

cash management, risk management, claims and fire prevention. Prepares 

budgets, financial forecasts and economic analyses. 

b. Method of Allocation 

Allocated to the Client Companies based on a weighted average of the Gross 

Margin Rati'o, the Labor Dollar Rati'o and the PP&E Ratio. 

17. Rights of Way 

a. Description of Functi'on 

Purchases, surveys, records, and sells real estate interests for Client 

Companies. 

b. Method of Allocation 

(1) Services related to Distribution system - allocated to the Client Companies 

based on the Miles of Disti-ibutiori Lines Ratio. 

(2) Services related to electric generation system- allocated to the Client 

Companies based on the Electric Peak Load Ratio. 

(3) Services related to electric transmission system - allocated to the Client 

Companies based on the Circu'rt Miles of Electric Transmission Lines 

Ratio. 
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18. Internal Auditing 

a. Description of Function 

Reviews intemal confols and procedures to ensure that assets are 

safeguarded and that transactions are properly authorized and recorded. 

b. Method of Allocation 

Allocated to the Client Companies based on a weighted average of the Gross 

Margin Ratio, the Labor Dollar Ratio and the PP&E Ratio. 

19. Environmental. Health and Safety 

a. Description of Function 

Establishes policies and procedures and governance framework for 

compliance with environmental, health and safety ("EHS") issues, monitors 

compliance with EHS requirements and provides EHS compliance support to 

the Client Companies' personnel, 

b. Method of Allocation 

(1) Services related to corporate governance, environmental policy, 

management and support services - allocated to the Client Companies 

based on a weighted average of the Gross Margin Ratio, the Labor Dollar 

Ratio and the PP&E Ratio. 

(2) Services related to utility specific activities - allocated to the Client 

Companies based on the Sales Ratio 

20- Fuels 

a. Description of Function 

Procures coal, gas and oil for the CWent Companies. Ensures compliance with 

price and quality provisions of fuel contracts and arranges for transportation of 

the fuel to the generating stations. 

b. Method of Allocation 

Allocated to tiie Client Companies based on the Sales Ratio. 

21. Investor Relations 
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a. Description of Function 

Provides communications to investors and the financial community, perî onns 

transfer agent and shareholder record keeping functions, administers stock 

plans and performs stock-related regulatory reporting. 

b. Method of Allocation 

Allocated to the Client Companies based on a weighted average of the Gross 

Margin Ratio, the Labor Dollars Ratio and the PP&E Ratio. 

22. Planning 

a. Description of Function 

Facilitates preparati'on of strategic and operating plans, monitors trends and 

evaluates business opportunities. 

b. Method of Allocation 

Allocated to the Client Companies based on a weighted average of the Gross 

Margin Ratio, the Labor Dollars Ratio and the PP&E Ratio. 

23. Executive 

a. Description of Function 

Provides general administrative and executive management sen/Ices. 

b. Method of Allocation 

Allocated to the Client Companies based on a weighted average of the Gross 

Margin Ratio, the Labor Dollars Ratio and the PP&E Ratio. 
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APPENDIX B 

DE-CAROUNAS CONDITIONS 

1. In connection with the NCUC approval the Merger in NCUC Docket No. E-7, 
Sub 795. the NCUC adopted certain Regulatory Conditions and a revised Code of 
Conduct governing transactions between DE-Carolinas and its affiliates. Pursuant to the 
Regulatory Conditions, the following provisions are applicable to DE-Carolinas: 

(a) DE-Carolinas* participation in tiiis Agreement is voluntary. DE-Carolinas is 
not obligated to take or provide services or make any purchases or sales pursuant 
to this Agreement, and DE-Carolinas may elect to discontinue its participation in 
tills Agreement at its election after giving notice under Section 3.1 of the 
Agreement 

(b) DE-Carolinas may not make or incur a charge under this Agreement except 
in accordance witii Nor^ Carolina law and the rules, regulations and orders of the 
NCUC promulgated thereunder. 

(c) DE-Carolinas may not seek to reflect in rates any (i) costs incurred under 
this Agreement exceeding the amount allowed by the NCUC or (ii) revenue level 
earned under this Agreement less than the amount imputed by the NCUC; and 

(d) Except to the extent that requesting FERC review and authorization 
pursuant to Section 1275(b) of Subtitle F in Titie XII of PUHCA 2005. as provided 
in Regulatory Condition No. 21, may be detennined to have preemptive effect 
under the law, DE-Carolinas will not assert in any forum that the NCUC's authority 
to assign, allocate, make pro-forma adjustments to or disallow revenues and costs 
for retail ratemaking and regulatory accounting and reporting purposes is 
preempted and will bear the full risk of any preemptive effects of federal law with 
respect to this Agreement. 

2. Witii respect to the transfer by DE-Carolinas under this Agreement of the 
control of, operational responsibility for, or ownership of any DE-Carolinas assets used 
for the generation, transmission or distribution of electric power to its North Carolina retail 
customers with a gross book value in excess of ten million dollars ($10 millton), the 
following shall apply: 

(a) DE-Carolinas may not commit to or cany out the transfer except in 
accordance with all applicable law, and the rules, regulations and orders of tiie 
NCUC promulgated thereunder; and 

(b) DE-Carolinas may not include in its North Carolina cost of service or rates 
the value of the transfer, whether or not subject to federal law, except as allowed 
by the NCUC in accordance with North Carolina law. 
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THIRD AMENDED AND RESTATED OPERATING COMPANIES 
SERVICE AGREEMENT 

This Tliird Amended and Restated Operating Companies Service Agreement ((his 
**Agreefnen("}, dated Maŷ  18,20t0 (the **Encctive Date"), by and among Dufce Energy Carolinas, 
LLC, a North Carolina limited liability company (''DC-Carolinas"), Duke Bnarsy Ohio, tnc^ on 
Ohio coiponitioa C'D&Ohio'*), Duke Energy Indiana, Inc^ on Indiana corponuion (̂ DE-lndiona**), 
Duke Erieifiy Kentucky, Inc^ a Kcmucky coipomtion fDE-fCcniucky^, and Miami Power 
Corporation, an Indiana cofponition C^iami;" and coDectivdy whh DE-Caiolinas, DG-Ohio, DE-
lndiana and OB-Kcmucky, the "Opemibig Componia^ and, individually, an **Operatnig Company**) 
supersedes and irsiales in its entirety the Sepcmd Amended and Restated Operating Companies 
Service Agreement entered Into by the Operating Con^nies dated September 1,200B. 

W I T N E S S i ^ T H : 

WHEREAS, Duke Energy Corponilion ("Dufce Eneigy'7 is a Delaware corporalioin 

WHEREAS, each Operatii^ Company la a subsidiary of Duke Energy and a public utility 
company; 

WHEREAS, in the ordinary course or their businesses, Operatmg Companies maintain 
organizations ofemployees with technical expcnise in matters affixting puUic utility companies ar^ 
related businesses and own or aoquire related equipmentt ractltlie^, pra^wrtfea and other resource^ 
and 

WHEREAS, subject to the terms and conditions beretn act fonh, and taking into 
consideration the patties' utility re^ionsibilhics or primary business operations, as the case may be^ 
the parties hereto arc willing, upon request from lime to lime, to pcrTorm such services^ ortd in 
comteciton Ibeiewitb to moke available such equipment^ facilities, properties and other resources, as 
they shall request fitrnt each other: 

NOW, THEREFORE, in consideration of the premises and the mutual covenants hcicin 
contained, the parlies agree as follows: 

ARTICLE I. PROVISION OF SERVICES; LOANED EMPtOVEES 

Section 1.1 Pmvision of Servicciu 

(u> Upon receipt by 9, party hereto (in such capacity, a ''Service Provider^) of a ^vritten 
request in subsiontialiy ihc form atiached hereto as Exhibit A (a *^ervice Request") from unolher 
pany hereto (in such capacity, a "Client Company^ for the provision to such Cliem Comporqr of 
such services us aie specified therein, including iraj^ftcable use ofan/ related equipment, facftittes, 
properties or other resources (coiledively* "Services^ the Service Provider, if in its sole discietlon 
it has available the personnel or other resources needed to perfbmi the Service Request without 
impairment of its utility responsibilities or business opcruiions, as the case muy be, shall furnish such 
Sen'iccf fo the Client Company at such times, for such periods and in such manner as the Client 
(Company shall haVe so requested and otherwise in accordance with the provisions hereof. 
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(b) For purposes of this Agreement, "Services" may include, but shall noC be limited to, 
services in such areas as engineering and construction; operations and muinlenaticc; installation 
services; cquipncnt (esfingi generation technical support; environmenial, heuhb ond ssh\y\ and 
procurement services. 

(c) '̂Services'* may also include the use of assets, equipment and facililics, provided the 
Client Company compensates the Service Provider for such Use in accordance with Article 5. 

(d) For the avoidance of doubt, altiliate transactions involving sales or other tninslcrs of 
assets, goodSf energy commodities (fnclvding electricity, natural gas, coal and other combustible 
ftiels) or ihermal energy products are outside the scope ofthis Agreentciii. 

Section \ 2 Loaned Emptoveyjf. 

(a} If specfiically requested In connection with the provision of Sendees^ Service 
Provider shall loan one or more ofits employees to such Client Company, provided thai sudr loan 
shall nott in the sole discretion ofService Provider, mferfere with or impair Service Provkler's utility 
lesponsibilitios or business opendions, as the case may be. Alter the commeneemciit UWrtoT, any 
such looted en^ktyees inay be wlhdtwh by Service Provider from tasks duly assigned by Client 
Company, prior to completion thereof as cpnlemphited in the associated Service Request,, only with 
the conseru of Client Compiuiy (which shall not be unreasonably withheld or delayed), except in the 
evem of a demonstrable emergency requiring the use of any such employees in another capacity for 
Service Provider. 

(b) While performing work on behalf of Qient Company, any such loaned employees 
shall be under its supervision and control, and Oicnl Company shall be responsible for thdr actions 
lo the same extent as though such persons were its employees (it being undeiatuod that such pemons 
sjuill nevertheless lemaiit employees of Service Provider and nothing^ herein shell be construed as 
Creating an employer-employee relaiionshtp between any Client C<mipany and any loaned 
empk>yecs). Accordingly, for the duration of any such k>an. Service Provider shall continue to 
provide its loaned employees with the same pqrroll, pension^ savings, tax withholding, 
unemployment, bookkeeping and other personnel support services then being provided by Service 
Provider to its other employees. 

ARTICLE 2. SERVICE REQUESTS 

Section 2.1 Procedure. All Serviced (including any loans of employees) (i) shall be 
perlbrmcd in accordance with Service Requests issued by or on behalf of Cfkmt Company and 
accepted by Senoce Provider and (11) shall be assigned lo applicable activities, processed projects, 
rc!sponsib]lity centers or on other ai^jropriatc bases to enable spectfic work to be properiy assigned. 
Service Requests shall be as spedltc as practicable in dcHning the Services requested. Client 
Company shall have the right fnmi tinic to time to amend or rescind any Service Request, provided 
that (a) Seirvkx Provider consents to any amendment that results in a material change in ihc scope of 
Services to be provided, (b) the costs associated witti otr amended or resdndcd Service Request shall 
include the costs incum^l hy Service Provider as a result of such amendment or rescission^ nnd (c) 
nti amendment or rescission of a Service Request shall release Client Company from any liabiljiy for 
costs already incmred or contracted for by Service Provider pursuant lo the original Service Rcqucsi, 
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regardless of M^ether any labor or the fumisliing of any property or other nsources has been 
commenced or completed. 

ARTICLE 3. COMPENSATION FOR SERVICES 

Section 3.1 Cost of Services. As compensation ^ a n y Services rendered 10 it pursuant to 
this Agreement, Client Cornpany shall pay to Service Provider the O K I thereof, except to the extent 
otherwise reqohed by Section 4 ^ of the biternal Revenue Code; provided, however, that Services 
proWdcd to or by DE-Carolinas shall be priced in accordance with DG^Caroltnas*s North Cairolina 
Code ofConduct approved by the North Carolina Utilities Commis^on; and further provided that 
with respect to Services relating to wholesale nierchant or cfcctric genenitioa functions, such 
Services provided by DE Carolinas, DE Iridiana, or DE Kentucky to DE Ohio shall be priced at the 
greater orCo$t or mailcct, and such Servkes provided by DE Ohio to DE Carolhtts, DE Indiana, or 
DE KenUKky shall be prteed «(no more than market. "Costs" means the sum of(i) dhect costs, (ii) 
indhect costs and (iii) costs of capital. As soon as practicable after the close of each month, Service 
Provkler shall rerider to eacb Clfcmt Company a statement relkcting the Ulling informalion 
necessary to identify the costs charged for that month. By the last day of each month. Client 
Company shall remit to Service Provider all charges billed to it. For avoidance of doubt, the Service 
Provider and caeh Client Compariy may satisfy the foregoing requirement by recorcKng Wllnigs and 
payments required hereunder hi their common acoouotlng systems without rendering paper or 
etoctronic monthly statements or remitting cash payments. 

Section. J J Exceptioit In the evcm any Services lo be rendered under this Agieemem arc 
to be provkled to or from DG-CvoUnas in accordance with DE-Carolhus's North Caroliaa Code of 
(Conduct at anything other than fully embedded cost as described abov^ then prior to entering Into 
the transaction, DE-lndiana, DE-Kcnlucky or DB-Ohio, whichever Is applicable, shall provide 30 
days written notke to the rcqnctivc slate commission stalls and. tiale consumer representatives 
e^plaiolag the proposed transaction, iricluding the benefits of (he transaction. If no ol̂ |cctk>n Is 
received within 30 daySp then the tiamtactkm may proceed. If one or more third parties otigect to the 
transaction ia writfiig within 30 days^ then D&lndiana, DE-Kentucky or DE-Ohio, whichever is 
applicable, must seek speciHc state commission approval of the transaction prior to entering into the 
transaction. 

ARTiaLE4. LIMITATION OF LIABILITY; INDEMNIFICATION 

Section 4.1 I,iipiiiatiori of LJability/Serviccs. In performii^ Serviced pursuant to Section 
I.I hereoG Service Provider vdlt exercise due care lo assure that Ihc Servicses are performed m a 
workmanlike manner in accordance with the speciflcations set Ibnh in the af^icable Service 
Request and consistent \vith any applkabic legal suindards. The sole and exclusive re^nsibility of 
Service Provider lor any deficiency therein sliall be promptly to correct or repair such deficiency or 
to rc-pcrform such Service^ in cither case at no additional cost to Qient Company, so thai the 
Services lutly confwm to the standards described in the first .sentence ofthis Section 4.1. No 
Service Provider makes any other warnuiiy with respect lo the provision of Services, and each Client 
Company agrees lo accept any Services wiihout further warranty of any nature. 

C 
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Section 4 ^ Limiiaiion of Uabilitv/Loaned Employees. Ijj fiamishing Services under 
Section 1.2 hereof (i.e., involving loaned employees), neither the Service Provider, nor any ofltcer, 
director, cinplayce or agent thereof, shall have any rcsponsibitily whatever to any Client Company 
receiving such Services, and Client Compiony ^Tccifically releases Service Provider and such 
persons, on account of any clamv^ liabilities, injuries, darnag^ or other consequences arising in 
connection mth the provision of such Services under any theory of Uatn'tfty, \ ^ t h e r in contract, ton 
Oocludirtg negligence or sukt liability} or otherwise^ It bdrig understood and agreed that any aucb 
loaned employees are made available without wairomy as to their suitability of expertise. 

Section 4 J Diaclair^. WITH RESPECT TO ANY SERVICES PROVIDED UKDER 
THIS AGREEMENT, THE SERVICE PROVIDER THEREOF MAKES NO WARRANTY OR 
REPRESENTATfON OTHER THAN AS SET FORTH IN SECTKM^ 4.1, AND THE PARTIES 
HERETO HEREBY AGREE THAT NO OTHER WARRANTY, WHETHER STATUTORY^ 
EXPRESS OR IMPUED (INCLUDING BUT NOT LlMnTED TO ALL WARRANTIES OF 
MERCHANTABILITY AND FITNESS FOR A PARTICULAR FURPOSE AND WARRANTIES 
ARISING FROM COURSE OF DEALING OR USAGE OP TRADE), SHALL BE APPLICABLE 
TO THE PROVISION OF ANY SUCH SERVICES. THE PARTIES FURTHER AGREE THAT 
THE REMEDIES STATED HEREIN ARE EXCLUSIVE AND SHALL CONSTITUTE THE SOLE 
AND EXCLUSIVE REMEDY OF ANY PARTY HERETO FOR A FAILURE BY ANY OTHER 
PARTY HERETO TO COMPLY WITH ITS WARRANTY OBLIOA HONS. 

Section 4.4 Indemnificalion. 

(a) Subject to subparagnqih (b) of this Section 4.4, Service Provider ^ 1 1 release, defend, 
indenmity and hold honidcss eadi Client Company, including any officer, director, enqsloyte or 
agent thereof, from and against and shall pay llw liill amount of, anyjos^ tiî Mliiy, claiov damage, 
expense (including costs of Investigation and defense and reasonable attonoeys^ feesX w h c ^ or not 
involving a fhinf-party chdm. Incurved or sustained by or against any such Client Company arte'ng, 
directly or Indirectly, fh>m or in conneciion with Service Provider's negligence or will^I 
misconduct in the peribrraanoe of the Services. 

(b) Notwithstanding aiiy other provision hereof. Service Provider's total tiubilhy hereunder 
with itspcct to any specific Services shall be limited to the amount actually paid to.Servicc Provider 
for its perlbrmaAcr of the specific Services for which the liubitity arises, and uoder no orrcumsiances 
shall Service Provider be liable for consequeiuial, incidental, pumttve, exemplary or indirect 
damages, lost profits or other business interruption damages, by statute, in (or( or contracl, under any 
indemnity provision or otherwise (it being the Intent of the parties that the indemnilication 
obli^tionsin this Agieemeot shall cover only actual damages and accordingly, without limitation of 
the foregoing, shall be net of my Insurimce proceeds actually received in respect of any such 
damages). 

Secti<m 4,5 Pfocedure for Indemnification. Wrihin )5 has'incss days after receipt by any 
Client Company of notice of any claim or tiie commencement of any action, suit, Ittigaiion or other 
proceeding against it (a ''Proceeding") \yith respect lo which it is eli^ble for indcmnincalioo 
hereunder, such Client Co^^>any shall notify Service Provider ihcieof in writing (il beir^ tmdersiood 
that failure so to notify Service Provider shall not relieve the latter of its indcmnincatton oblit>aiion. 

file:///yith
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unless Servke Provider establishes that defense thereof has been prejudiced by such failure). 
Therealler, Service Provider shall be entitled to participate in such Proceeding and, at its election 
upon notice to such Client Company and at its expense to assume the defense of such Proceeding. 
Without the prior written consenl of such Client Company, Service Provider shall not enter into any 
settlement of any third-party claim that would lead to liabiiity or create any /inancial or other 
obligation on the part of such a i e a t Company for which ii such Client Company is not entitled to 
indemnification hereunder. If such Client Company has given timely notice to Service Provider of 
the coramcoccmenl of such Proceeding, but Service Provider has not, within 15 business daj^ after 
receipt of sudi notice, given notice to CKenI Company of its election to assume the defense thereof, 
Service Provider shall be bound by «iy deiermfaiation made in such Proceeding or any compromise 
or seltlenwnt made by Client Company, A claim for indemnifkslion for any matter not hivolving a 
fhjrd-party claim may be asserted by notice fiom the applicable Client Comfxmy to Service Provider 

ARTICLES. MISCELLANEOUS 

Section 5.1 Amendments. Any amendments to this Agreement shalt be in writing 
executed by each of the parties hereto. To the extent thai applicable state law or legulaUori or other 
binding obligation requires thai any such araendment be R M with any a/lbcfed sbite publiO utiUty 
commission for its review or odwnvisc, each Operating Company shall comply in all respects with 
any such requirements. 

Section 5.2 Efleciive Dote: Tprm. TTus Agreement shall become effective on the 
Effective Date and shall continue in foil force and effect as to each party until lemiinated by any 
party, as to itself only, upon not less than 30 days prior written notice to the other parties hereto. 
Ariy such terminadon of parties shall not be deemed an amendment hereto. This Agreement may be 
terrainaled and thereaJter be of no forther. force and effect upon the mutual consent of all of the 
parties hereto. 

Section 5 3 EnthgAgreemem. I1iis Agrceoienl contaJiu the entire agreement between the 
parties bdrdo with respect to i h e s u b ^ l matter facreoTand si^ersedes any prior or conlcrriporaneoua 
contracts, agieemenis, understandings or arruigcmenls, whether written or orol, with respect thereto. 
Any oral or written statements, representations, promises, negotiarions or agreements, tvhether prior 
hereto or concuricmly herewith, are.supcrscdcd by and merged Into this Agnxmeni. 

Section 5 A Sevembilitv. f f any provision of this Agreement w any application thereof 
shall be determined to be invalid or unenforceable the remainder of Ibis Agreement and any other 
application thereof shall not be a^c tcd tbcrttry^ 

Section 5.5 Assitinmcnt. Neither this Agreement nor any of the rights, interests or 
oMigatioa^ hereunder shall be assigned, in whole or in pan, by operation of law or otherwise by any 
of the parties hereto without the prior written consent of each of the other parties^ Any attempted or 
purporled assigrmient m violation of (he preceding sentence shall be null and void and of no effect 
whatsoever. Subject to the preceding two sentences, this Agreement shall be binding upon, inure to 
the bcncHl ol^ and be enforceable by, the parties and their rc^>ectivc successors and assigns. 

Section 5.6 Governing Law, This Agreement shall be construed and enforced under and 
(̂  in accordance with the lows of the Stale ofNcw York, wtihoui regard lo corillicts of laws principles. 
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Section 57 Captions, etc; V K captions and headings used iri this Agrcernent are for 
convenience of reference only and shall not aifcct the construction lo be accorded any of (he 
provisions hereof. As used in this Agreement, "hereof," TicreurKlcr,** *Tierein/* "hereto," and avoids 
of like import refer to this Agreemcni as a whole and not to any particular section or odier paragraph 
or subparagraph thereof. 

Section 5.8 Counterparts. This Agreement may be executed in one or more counterparts, 
each of ivhich shall be deemed a duplicate original hereof but all of which shall be deemed one and 
the same Agreement. 

Section 5.9 bE-Carolinas Conditions. In addition to the toms and conditions set forth 
hereiiv with respect lo DE-Carolinas, the provisions set out in Appendix B are hereby iDCoqsorated 
herein by referetice. In addition, except with respect lo the pricing of Services as set forth herein, 
DE-Corolinas' participation in this Agreement b expUclCly sutrjed (0 ibe Regulatory Condrlions and 
Code of Conduct approved by (he NCUC In its Order Approving Merger Suli{Mt lo Rcgubtory 
Conditions aiKl Code ofConduct Issued March 24, 2006, in Docket No. E-7, Si^ 795, as such 
Regutotoiy Conditions and Code ofConduct may be amended fiom time lo time. 

IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement to be 
executed oft lis behalf by an appropriaio olfher thereunto duly authorized. 

:h 
AssistfiM Secretary 

Dufce 

By: 
Kiel 
Assistant Secretary 

puke 

By: 
R K _ 
Assistant Secretary 
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Duke El 

Assistant Secrcliuy 

Miami PowerC jon 

^g=. 
Assistant Secretary 
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D&CAROUNAS CONDITIONS 

1. In connection with the North Carolina Uliliiles Commission ("NCUC^ approval of 
(he Merger in NCUC Docket No. E-7, Sub 795. the NCUC adopted certain Regulatory Conditions 
^Regulatory Conditions^ and a revised Code ofConduct governing IransaCU'ons between DE-
Carofinas and its affiliates C^odc ofCondiict'O- Pursuant to the Regulatory Conditions and Code of 
Conduct, the following provisions arc applicable to DE-Carolinas: 

(a> DE-CjwoKnas's participation in this Agreement is volunuiiy. DE-Carolinas is not 
obligated to take or provide services or make any purchases or sales pursuant to this Agreement, and 
DE-Carolinas may elect to disconlinoe its participaiion in ihi^ Agreement al Its election after giving 
notice under Section 6^ of the Agreement. 

(b> DE-Catplinas may not make or incur a charge under this AgreemeftI except hi 
accordance with North Carolina bnv and the rules, regulations and oideiv oT the NCUC promulgated 
thereunder* 

(c) DE-Carolinas may not seek to rellect in rates any (t) costs incurred under this 
Agreement exceeding the amount allowed by the NCUC or (ii) nn-cnoe level earned under *hi» 
Agreement less than the amount imputed by foe NCUQ and 

f (d) Except to the extent that requesting FERC review and authorization pursuant to 
^ 1275(b) of Subtitle V m Title XII of PUHCA 2005, as provided ta Rcguhilory Condition 21, maybe 

determined to have preemptive cfTect under tiie law, DE-Carolinas will not assert in any forum that 
the NCUCs authority to assign, allocate, make pro-lbrma adjustments to or disallow revenues and 
costs for retail ratemaking and regulatory accoumlng and reporting purposes is preempted and will 
bear the full risk ofany pieetr^jtive eOects of federal law with respect lo this Agreement. 

2. Transfers bv Dp-Carolinas. With respect to the tnmsfer by DE-CaroHnas under this 
Agreement of the control of, operational responsibility for, or ownership of any DH-Carolinas assets 
used for the generation, transmission or distribution of electric power lo its North Carolina retail 
customers with a gross book value ui excess often million dollars, the following shall apply: (a) 
DE-Camlinas may not conunii to or cany out the transfer except in accordance with utl applicable 
law, and the rules, regulations and orders of the NCUC promulgated thereunder, and (b) DE-
Carolinas may not include in its North Carolina cost of service or rates the value of the transfer, 
vActher or not subject to federal hiw, except as allowed by the NCUC in accordance with North 
Carolina law, 

3. Access j9 DE-Cmolinas Infomtalion. Any Operating Company providing Services to 
DE-Carolinas pursuant lo this Agreement, uKluding any loaned employees under Section 1.2 of the 
Agreement, shall be permiiicd lo have access to DE-Carolinas Customer Information and 
confidential Systems C^ralion Information, as those icmis are defined in the Code of Onduct, to 
the extent nccessaiy for the performance of such Services; provided that such Operating Company 
shall take reasonable steps to protect the confident iality of such Inforrmiiion. 
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OPERATING COMPANY/NONUTILITY COMPANIES 
SERVICE AGREEMENT 

This Operating Company/Nonutility Companies Service Agreement (this "Agreement") is 
made and entered into as of July 1, 2009 (the "Effective Date") by and among Duke Energy Ohio, 
Inc., an Ohio corporation ("Operating Company"), and the respective associate nonutility companies 
listed on the signature pages hereto (each, a "Nonutility Company"). 

W I T N E S S E T H : 

WHEREAS, Duke Energy Corporation ("Duke Energy") is a Delaware corporation; 

WHEREAS, Operating Company is a subsidiary of Duke Energy and a public utility 
company; 

WHEREAS, each Nonutility Company is a subsidiary of Duke Energy that is or was formed 
to engage in any one or more non-regulated businesses; 

WHEREAS, in the ordinary course of their businesses, Operating Company and each 
Nonutility Company maintain organizations of employees vidth technical expertise in matters 
affecting public utility companies and related businesses and own or acquire related equipment, 
facilities, properties and other resources; and 

WHEREAS, subject to the terms and conditions herein set forth, and taking into 
consideration the parties' utility responsibilities or primary business operations, as the case may be, 
the parties hereto are willing, upon request from time to time, to perform such services, and in 
connection therewith to make available such equipment, facilities, properties and other resources, as 
they shall request from each other; 

NOW, THEREFORE, in consideration of the premises and the mutual covenants herein 
contained, the parties agree as follows: 

ARTICLE 1. PROVISION OF SERVICES; LOANED EMPLOYEES 

Section 1.1 Provision of Services. 

(a) Upon receipt by a party hereto (in such capacity, a "Service Provider") of a written 
request in substantially the form attached hereto as Exhibit A (a "Service Request") from another 
party hereto (in such capacity, a "Client Company") for the provision to such Client Company of 
such services as are specified therein, including if applicable use of any related equipment, facilities, 
properties or other resources (collectively, "Services"), the Service Provider, if in its sole discretion 
it has available the personnel or other resources needed to perform the Service Request without 
impairment of its utility responsibilities or business operations, as the case may be, shall furnish such 
Services to the Client Company at such times, for such periods and in such manner as the Client 

V Company shall have so requested and otherwise in accordance with the provisions hereof 

28233 
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(b) For purposes ofthis Agreement, "Services" may include, but shall not be limited to: 
(i) in the case of Services that may be provided by Operatmg Company hereunder, services in such 
areas as engineering and construction; operations and maintenance; installation services; equipment 
testing; generation technical support; environmental, health and safety; and procurement services; 
and (ii) in the case of Services that may be provided by Nonutility Companies hereunder, services in 
such areas as information technology services; monitoring, surveying, inspecting, constructing, 
locating and marking of overhead and underground utility facilities; meter reading; materials 
management; vegetation management; and marketing and customer relations. 

(c) For the avoidance of doubt, affiliate transactions involving sales or other transfers of 
assets, goods, energy commodities (including electricity, natural gas, coal and other combustible 
fuels) or thermal energy products are outside the scope ofthis Agreement. 

Section 1.2 Loaned Employees. 

(a) If specifically requested in connection with the provision of Services, Service 
Provider shall loan one or more of its employees to such Client Company, provided that such loan 
shall not, in the sole discretion of Service Provider, interfere with or impair Service Provider's utility 
responsibilities or business operations, as the case may be. After the commencement thereof, any 
such loaned employees may be withdrawn by Service Provider from tasks duly assigned by Client 
Company, prior to completion thereof as contemplated in the associated Service Request, only with 
the consent of Client Company (which shall not be unreasonably withheld or delayed), except in the 
event of a demonstrable emergency requiring the use of any such employees in another capacity for 
Service Provider. 

(b) While performing work on behalf of Client Company, any such loaned employees 
shall be under its supervision and control, and Client Company shall be responsible for their actions 
to the same extent as though such persons were its employees (it being understood that such persons 
shall nevertheless remain employees of Service Provider and nothing herein shall be construed as 
creating an employer-employee relationship between any Client Company and any loaned 
employees). Accordingly, for the duration of any such loan. Service Provider shall continue to 
provide its loaned employees with the same payroll, pension, savings, tax withholding, 
unemployment, bookkeeping and other personnel support services then being provided by Service 
Provider to its other employees. 

ARTICLE 2. SERVICE REQUESTS 

Section 2.1 Procedure. All Services (including any loans of employees) (i) shall be 
performed in accordance with Service Requests issued by or on behalf of Client Company and 
accepted by Service Provider and (ii) shall be assigned to applicable activities, processes, projects, 
responsibility centers or on other appropriate bases to enable specific work to be properly assigned. 
Service Requests shall be as specific as practicable in defining the Services requested. Client 
Company shall have the right from time to time to amend or rescind any Service Kequest, provided 
that (a) Service Provider consents to any amendment that results in a material change in the scope of 
Services to be provided, (b) the costs associated with an amended or rescinded Service Request shall 
include the costs incurred by Service Provider as a result of such amendment or rescission, and (c) no 

282331 0 
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( amendment or rescission of a Service Request shall release Client Company from any liability for 
costs already incurred or contracted for by Service Provider pursuant to the original Service Request, 
regardless of whether any labor or the furnishing of any property or other resources has been 
commenced or completed. 

ARTICLE 3. COMPENSATION FOR SERVICES 

Section 3.1 Cost of Services. Except to the extent otherwise required by Section 482 of 
the Intemal Revenue Code or analogous state tax law, Client Company shall compensate Service 
Provider for any Services rendered to it pursuant to this Agreement in accordance with the Federal 
Energy Regulatory Commission's ("FERC") affiliate transaction pricing requirements. Accordingly 
(i) Services provided by the Operating Company to a Nonutility Company shall be priced at the 
greater of Cost or market, and (ii) Services provided by a Nonutility Company to the Operating 
Company shall be priced at no more than market. "Cost" means the sum of (i) direct costs, (ii) 
indirect costs and (iii) costs of capital. As soon as practicable after the close of each month. Service 
provider shall render to each Client Company a statement reflecting the billing information necessary 
to identify the costs charged for that month. By the last day of each month, Client Company shall 
remit to Service Provider all charges billed to it. For avoidance of doubt, the Service Provider and 
each Client Company may satisfy the foregoing requirement by recording billings and payments 
required hereunder in their common accounting systems without rendering paper or electronic 
monthly statements or remitting cash payments. 

( ^ ARTICLE 4. LIMITATION OF LIABILITY; INDEMNIFICATION 

Section 4.1 Limitation of Liability/Services. In performing Services pursuant to Section 
1.1 hereof, Service Provider will exercise due care to assure that the Services are performed in a 
workmanlike manner in accordance with the specifications set forth in the applicable Service 
Request and consistent with any applicable legal standards. The sole and exclusive responsibility of 
Service Provider for any deficiency therein shall be promptly to correct or repair such deficiency or 
to re-perform such Services, in either case at no additional cost to CHent Company, so that the 
Services fiilly conform to the standards described in the first sentence ofthis Section 4,1. No Service 
Provider makes any other warranty with respect to the provision of Services, and each Client 
Company agrees to accept any Services without further warranty of any nature. 

Section 4.2 Limitation of Liability/Loaned Employees. In furnishing Services under 
Section 1.2 hereof (i.e., involving loaned employees), neither the Service Provider, nor any officer, 
director, employee or agent thereof, shall have any responsibility whatever to any Client Company 
receiving such Services, and Client Company specifically releases Service Provider and such 
persons, on account of any claims, liabilities, injuries, damages or other consequences arising in 
cormection with the provision of such Services under any theory of liability, whether in contract, tort 
(including negligence or strict liability) or otherwise, it being understood and agreed that any such 
loaned employees are made available without warranty as to their suitability or expertise. 

V Section 4.3 Disclaimer. WITH RESPECT TO ANY SERVICES PROVIDED UNDER 
V THIS AGREEMENT, THE SERVICE PROVIDER THEREOF MAKES NO WARRANTY OR 

REPRESENTATION OTHER THAN AS SET FORTH IN SECTION 4.1, AND THE PARTIES 
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i( HERETO HEREBY AGREE THAT NO OTHER WARRANTY, WHETHER STATUTORY, 
EXPRESS OR IMPLIED (INCLUDING BUT NOT LIMITED TO ALL WARRANTIES OF 
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE AND WARRANTIES 
ARISING FROM COURSE OF DEALING OR USAGE OF TRADE), SHALL BE APPLICABLE 
TO THE PROVISION OF ANY SUCH SERVICES. THE PARTIES FURTHER AGREE THAT 
THE REMEDIES STATED HEREIN ARE EXCLUSIVE AND SHALL CONSTITUTE THE SOLE 
AND EXCLUSIVE REMEDY OF ANY PARTY HERETO FOR A FAILURE BY ANY OTHER 
PARTY HERETO TO COMPLY WITH ITS WARRANTY OBLIGATIONS. 

Section 4.4 Indemnification. 

(a) Indemnification In Respect of Services Provided by Operating Company. 

(i) In circumstances where Operating Company is a Service Provider: (x) subject to 
subparagraph (ii) of this Section 4.4(a), Service Provider shall release, defend, indemnify and hold 
harmless each CHent Company, including any officer, director, employee or agent thereof, from and 
against, and shall pay the full amount of, any loss, liability, claim, damage, expense (including costs 
of investigation and defense and reasonable attorneys' fees), whether or not involving a third-party 
claim (collectively, "Damages"), incurred or sustained by or against Service Provider or any such 
Client Company arising, directly or indirectly, from or in connection with Service Provider's 
negligence or willful misconduct in the performance of the Services, and (y) each Nonutility 
Company that is a Client Company with respect to such Services shall release, defend, indemnify and 
hold harmless Service Provider, including any officer, director, employee or agent thereof, from and 
against, and shall pay the full amount of, any Damages incurred or sustained by or against Service 
Provider or any such Client Company arising, directly or indirectly, from or in connection with 
Service Provider's negUgence or willful misconduct in the performance of the Services, to the extent 
such Damages are not covered by Service Provider's indemnification obligation as provided in the 
preceding clause (x) or exceed the liability limits provided in subparagraph (ii) ofthis Section 4.4(a). 

(ii) Notwithstanding any other provision hereof, in circumstances where Operating 
Company is a Service Provider: (x) Service Provider's total liability hereunder with respect to any 
specific Services shall be limited to the amount actually paid to Service Provider for its performance 
of the specific Services for which the liability arises, and (y) under no circumstances shall Service 
Provider be liable for consequential, incidental, punitive, exemplary or indirect damages, lost profits 
or other business interruption damages, by statute, in tort or contract, under any indemnity provision 
or otherwise (it being the intent of the parties that the indemnification obligations in this Agreement 
shall cover only actual damages and accordingly, without limitation of the foregoing, shall be net of 
any insurance proceeds actually received in respect of any such damages). 

(b) Indemnification In Respect of Services Provided by Any Nonutility Company. 

(i) In circumstances where a Nonutility Company is a Service Provider (i.e., where 
Operating Company is the Client Company): (x) subject to subparagraph (ii) ofthis Section 4.4(b), 
Service Provider shall release, defend, indemnify and hold harmless the Client Company, including 
any officer, director, employee or agent thereof, from and against, and shall pay the full amount of, 
any Damages incurred or sustained by or against Client Company arising, directly or indirectly, from 
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or in connection with Service Provider's negligence or willful misconduct in the performance of the 
Services. 

(ii) Notwithstanding any other provision hereof, in circumstances where a Nonutility 
Company is a Service Provider (i.e., where Operating Company is the Client Company), under no 
circumstances shall Service Provider be liable for consequential, incidental, punitive, exemplary or 
indirect damages, lost profits or other business interruption damages, by statute, in tort or contract, 
under any indemnity provision or otherwise (h being the intent of the parties that the indemnification 
obligations in this Agreement shall cover only actual damages and accordingly, without limitation of 
the foregoing, shall be net of any insurance proceeds actually received in respect of any such 
damages). 

Section 4.5 Procedure for Indemnification. Within 15 business days after receipt by any 
Client Company of notice of any claim or the commencement of any action, suit, litigation or other 
proceeding against it (a "Proceeding'*) with respect to which it is eligible for indemnification 
hereunder, such Client Company shall notify Service Provider thereof in writing (it being understood 
that failm-e so to notify Service Provider shall not relieve the latter of its indemnification obligation, 
unless Service Provider establishes that defense thereof has been prejudiced by such failure). 
Thereafter, Service Provider shall be entitled to participate in such Proceeding and, at its election 
upon notice to such Client Company and at its expense, to assimie the defense of such Proceeding. 
Without the prior written consent of such Client Company, Service Provider shall not enter into any 
settlement of any third-party claim that would lead to liability or create any financial or other 
obligation on the part of such Client Company for which it such Client Company is not entitled to 
indemnification hereunder. If such Client Company has given timely notice to Service Provider of 
the commencement of such Proceeding, but Service Provider has not, within 15 business days after 
receipt of such notice, given notice to Client Company of its election to assume the defense thereof. 
Service Provider shall be bound by any determination made in such Proceeding or any compromise 
or settiement made by Client Company. A claim for indemnification for any matter not involving a 
third-party claim may be asserted by notice from the applicable Client Company to Service Provider. 

ARTICLE 5. MISCELLANEOUS 

Section 5.1 Amendments. Any amendments to this Agreement shall be in writing 
executed by each of the parties hereto. To the extent that applicable state law or regulation or other 
binding obligation requires that any such amendment be filed with the Public Utilities Commission 
of Ohio for its review or otherwise. Operating Company shall comply in all respects with any such 
requirements. 

Section 5.2 Effective Date; Term. This Agreement shall become effective on the 
Effective Date and shall continue in full force and effect as to each party until terminated by any 
party, as to itself only, upon not less than 30 days prior written notice to the other parties hereto. 
Any such tennination of parties shall not be deemed an amendment hereto. This Agreement may be 
terminated and thereafter be of no further force and effect upon the mutual consent of all of the 
parties hereto. 
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Section 5.3 Additional Parties. Af\er the Effective Date of this Agreement, additional 
Nonutility Companies may become parties to this Agreement by executing appropriate signature 
pages, whereupon any such additional signatory shall be deemed a "party" hereto all purposes hereof 
and shall thereupon become bound by the terms and conditions ofthis Agreement as if an original 
party hereto. The addition of any such fiirther signatories, in the absence of any changes to the terms 
ofthis Agreement, shall not be deemed an amendment hereto. 

Section 5.4 Entire Agreement. This Agreement contains the entire agreement between the 
parties hereto with respect to the subject matter hereof and supersedes any prior or contemporaneous 
contracts, agreements, understandings or arrangements, whether written or oral, with respect thereto. 
Any oral or written statements, representations, promises, negotiations or agreements, whether prior 
hereto or concurrently herewith, are superseded by and merged into this Agreement. 

Section 5-5 Severability. If any provision of this Agreement or any appHcation thereof 
shall be determined to be invalid or unenforceable, the remainder of this Agreement and any other 
application thereof shall not be affected thereby. 

Section 5.6 Assignment. Neither this Agreement nor any of the rights, interests or 
obligations hereunder shall be assigned, in whole or in part, by operation of law or otherwise by any 
of the parties hereto without the prior written consent of each of the other parties. Any attempted or 
purported assignment in violation of the preceding sentence shall be null and void and of no effect 
whatsoever. Subject to the preceding two sentences, this Agreement shall be binding upon, inure to 
the benefit of, and be enforceable by, the parties and their respective successors and assigns. 

Section 5.7 Governing Law. This Agreement shall be construed and enforced under and 
in accordance with the laws of the State of Ohio, without regard to conflicts of laws principles. 

Section 5.8 Captions, etc. The captions and headings used in this Agreement are for 
convenience of reference only and shall not affect the construction to be accorded any of the 
provisions hereof. As used in this Agreement, "hereof," "hereunder," "herein," "hereto," and words 
of like import refer to this Agreement as a whole and not to any particular section or other paragraph 
or subparagraph thereof 

Section 5.9 Counterparts. This Agreement may be executed in one or more counterparts, 
each of which shall be deemed a duplicate original hereof, but all of which shall be deemed one and 
the same Agreement. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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( IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement to be 
^ executed on its behalf by an appropriate officer thereunto duly authorized. 

c 

Richar(Kjreeach 
Assistant Secretary 

NOTREES WINDPOWER, LP 
(by TENotrees, LLC its General Partner) 

By: f ^ ' ^ - ' V ^ ^ 
Richjtfd'urBeach 
Assistant Secretary 

OCOTILLO WINDPOWER, LP 
(by TE Ocotillo.LLC its General Partner) 

r , Bv: / C i ^ ' ^ 
Ric]i3Pd*^r^each 
Assistant Secretary 
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Scr\icc Request Form 
Please USB this form foran service requests. All dota fidl<isareraquirod. 

Facilrta tor/CoJitact 
InCormation: 

Service Provider? 

Service Provider 
Contact Infornialion: 

«tiiail Address of 
Sfii-vice Provider 
Approver: 

First Name: j 

Last Name: 

Pbone; 

Email: 

Pull Down list lo Select-

Qr Other: 
|-PuH Dovra list to S^ect -

Fiiiji r " 
Kanie-. ' 

Name: 

Phone: j 

1 

d 
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-1 

acoordingto the BxpendilursB, 
Diveptitures Sf Terminaliqna Categojy of 
the pd^(tKBi_af Airthqritj- (DOA) matrix;. 

Dnsrxiptioii of 
Proposed Service and 
Please Provide feisrs 
for Esfimatad Costs; 

13 

Client C o m p a n y : j -PuH Down List to Select - -3 

Client CoiiipQiiy 
Canlst"! Information: 

Or Ottier: 
-Puil Doyvn List to Select - 3 
Rrst 
Name: 

last 
Name: 

Phonfl: 

(this e-mail address m u s t bef tdcdrnpntper lyfar fonn to Mm/ 
automatically to tbv CUetii Apprvucr) 

email Addiitss of 
Ctienl CojiijWLHV 

The approver slioiild b* approprinle 

e. 



c Appfo\cr: 

Estimated Costs: 

Sdteduled Start Date: 
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according 1& the £)(|>eiiditures, 
Divestitures &• Terminations Category of 
the D&te t̂iQH of Autlioitty (DOA) matrix. 

Format Numbers On^ - do not include commas or p ^ o d s 

MM/DD/YYVY 

Sclieduled j 
Coi«pte.ionDa.«: MM/DD/YYyv: 

U g - l A p p r o y l i.PnH Dow, Ust to Select-
Represcinlntive: 

c 

Accoonting codes {FMTS / BBMS) of Dnke Roergy 
Company receiving liie s«rvi«e&: 
ppocesss / Work Code(s)t 

II/H /Corij. Number: 

RCTo / Line of Busiiic^: 

RCrwrn / Canter: 

Project: 

Act̂ vit̂ ': 

Submit \ Rejs^ 

C3 © puke Enetjy Corporation 
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c DECS BfOMASS, LLC 

Richaf^Gr-Beach 
Assistant Secretary 

Date: V ' » \ 0 

DEGS WIND I, LLC 

Richar^^."^ach 
Assistant Secretary 

Date: \^ XX-^<> 

DEGS WFND SUPPLY II, LLC 

Richbrcf Grf5each 
Assistant Secretary 

Date: \ - > ^ - ^ ( > 

c 
DUKE ENERGY INDUSTRIAL SALES, LLC 

Date: • ^ ^ - \ 0 

DUKE VENTURES REAL ESTATE, LLC 

Date: ['>X'>o 
Ri chaM^GTBeac h 
Assistant Secretary 
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c 
Richa^/j . Beach 
Assistant Secretary 

Date: Ĉ  AO - 1 0 

TXSO 

Rich^*^(JLJ8each 
Assistant Secretary 

Date: ^ ^ l O j O 
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( 

ADAGE GADSE^L-LLC 

By: 
Richariji-^effch 
Secretary 

Date: . 4-"10 0 

ADAGE JASPERLLC 

Rich^ Gr-Beach 
Secretary 

Date: 4-(0--^0 

ADAGE MASONJ^C 

By:. 
Richardj3LB©flfch 
Secretary 

Date: ^ \ ^ - \ 0 

282331/339610 
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M 

DUKE EN£Rp^Wi4YETTE 11, LLC 

By:. 
Rich^ft^^^ach 
Assistant Secretary 

Y HANGING ROCK H. LLC 

Rich£ 
Assistant Secretary 

Rich _ 
Assistant Secretary 

ILLION II, LLC 

Ric 
Assistant Secretary 

DUKE EliERGY^ASHINGTON II, LLC 

Ric^d j&.B^h 
Assistant Secretary 

Date: ) I - 2 - | 0 

Date: \1-7-\0 

Date : U^Z'tO 

Date: . (2-2-10 

Date: 
X-Z-lO 
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