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Duke Energy OQhio

Exhibit A,
1 ({" %
W,
BEFORE 53‘39
~,
THE PUBLIC UTILITIES COMMISSION OF OHIO &
e

In the Matter of the Application of Duke )
Energy Ohio, Inc., for the Establishment )
of a Charge Pursuant to Revised Code ) CaseNo. 12-2400-EL-UNC
Section 4909.18. )
In the Matter of the Application of Duke )
Energy Ohio, Inc., for Approval to ) Case No. 12-2401-EL-AAM
Change Accounting Methods. )
In the Matter of the Application of Duke )
Energy Ohio, Inc., for the Approval of a ) Case No. 12-2402-EL-ATA
Tariff for a New Service. )

APPLICATION OF DUKE ENERGY OHIQ, INC.

Comes now Duke Energy Ohio, Inc., (Duke Energy Ohio or Company) and states as
follows:

1. Duke Energy Ohio is an Ohio corporation engaged in the business of supplying
electric generation, transmission, and distribution service to approximately 690,000 customers in
southwestern Ohio, all of whom will be affected by this Application. Duke Energy Ohio is a
public utility, as defined by Ohio Revised Code (R.C.) 4505.02, and an electric light company, as
defined by R.C. 4905.03, and is subject to the jurisdiction of the Public Utilities Commission of
Ohio (Commission).

2. This Application is made pursuant to R.C. 4905.04, R.C. 4905.05, R.C. 4905.06,
R.C. 4905.13, and R.C. 4909.18 and related sections of the Ohio Revised Code, The Company

secks the following:
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a. An order from the Commission, under the authority of R.C. 4905.04, R.C.
4905.05, and R.C. 4905.06, ¢stablishing the amount of the cost-based charge, pursuant to
Ohio’s newly adopted state compensation mechanism,' for the provision by Duke Energy
Ohio of capacity services throughout its service territory;

b. An order from the Commission, under the authority of R.C. 4905.13,
authorizing Duke Energy Ohio to modify its accounting practices to establish a deferral,
as of the date of the filing of this Application, to account for the difference between the
amounts being recovered by Duke Energy Ohio for the provision of capacity services and
Duke Energy Ohio’s cost of providing capacity services as such cost is established
pursuant to Ohio’s newly adopted state compensation mechanism; and

c. An order from the Commission, under the authority of R.C. 4909.18,
approving a new tariff to allow for the future recovery of the deferred amounts as
described herein.

3. Duke Energy Ohio is a fixed resource requirement (FRR) entity in PIM
Interconnection, LLC, (PJM) and is a signatory to PJM’s Reliability Assurance Agreement
(RAA), which is a part of PIM’s Tariff approved by the Federal Energy Regulatory Commission
(FERC). The RAA requires Duke Energy Ohio to self-supply the capacity resources for its entire
load zone or service territory in an amount that will satisfy the criteria under Schedule 8.1 of said
agreement, including a reserve margin.” The RAA further provides that the state compensation

mechanism, where it exists, will prevail to determine the pricing of capacity that is supplied by

! In the Matter of the Commission Review of the Capacity Charges of Ohio Power Company and Columbus
Southern Power Company, Case No. 10-2929-EL-UNC, Opinion and Order (July 2, 2012).

® At its outset, Duke Energy Ohio’s FRR Plan, as approved by the FERC, provided an opportunity for wholesale
suppliers to file an independent FRR plan and for competitive retail electric service providers to “opt out” of Duke
Energy Ohio's FRR Plan by providing their own capacity, prior to the implementation of Duke Energy Chio’s FRR
Plan capacity commitment.
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FRR entities.} Both the Commission and the FERC agree with the controlling effect of the state
compensation mechanism.* And the FERC has held that the RAA does not permit an FRR entity
to change the state compensation mechanism once established.®

4, On July 2, 2012, the Commission completed its review of capacity pricing and
determined that “the state mechanism shall be based on the costs incurred by the FRR entity for
its FRR capacity obligations... .” As the Commission reasoned, it has an obligation to ensure
that an FRR entity receives just and reasonable compensation for the services it renders.” The
Commission also adopted a methodology, in reliance upon traditional rate-making principles, to
establish a just and reasonable cost for the provision of capacity by an FRR entity.*

5. The Company’s status as an FRR entity obligates it to cnsure the existence of
adequate capacity resources in its footprint for the duration of its FRR plan, which terminates on
May 31, 2015. Duke Energy Ohio is providing capacity services for the load-serving entities in
its service territory, a service that the Commission has found should be “characterized as an
intrastate wholesale matter,” and, therefore, is providing a service that is not a retail electric
service, as defined by Ohio law.” Duke Energy Ohio has committed owned legacy generation
resources to fulfilling its obligations as an FRR entity. See Attachment A for an identification of

the Company’s Legacy Generating Assets.

3 . PIM RAA, Schedule 8.1, Section D.8 (emphasis added).

* American Electric Power Service Corporation v. PJM Interconnection, LLC, FERC Docket No. EL11-2183-000,
FERC Order, at page 8 {2 state compensation mechanism prevails and it is the absence of such a mechanism that
conditions subsequent rights)(January 20, 2011). See also, Response of the Public Utilities Commission of Ohio, at
page 3 (July 30, 2012)(recognizing that Chio has a state compensation mechanism that prevails, consistent with the
RAA).
5An'umca.'r Electric Power Service Corporation, 134 FERC § 61,039 (2011).

¢ In the Matter of the Commission Review of the Capacity Charges of Ohio Power Company and Columbus
Southern Power Company, Case No. 10-2929-EL-UNC, Opinion and Order (July 2, 2012), at page 23.
7 Id, at page 22. See also, Id, Concurring Opinion, at page 3 (“a cost-based compensation method is necessary and
appropnate "WJuly 2, 2012).

E (Under Ohio law “all charges for service shafl be just and reasonable.”)(Emphasis added.)

% Id, at page 13.
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6. R.C. 4909.18 allows a public utility to file an application with the Commission to
establish any charge and to amend its tariffs. Where such application relates to a new service or
is otherwise not for an increase in an existing charge, then the Commission may approve such
application without a hearing, unless the Commission determines that it may be unjust or
unreasonable.

7. Duke Energy Ohio is currently receiving, for the capacity it self-supplies as an
FRR entity, only the auction-based final zonal capacity price (FZCP) in effect for the rest of the
PJM region for the current PJM delivery year. The FZCP structure, which will persist through
May 31, 2015, applies with regard to all retail load in the Company’s service territory.'® As
demonstrated in this Application and the attachments hereto, the FZCP is significantly less than
Duke Energy Ohio’s cost of providing capacity sufficient to meet its FRR obligations.

8. Duke Energy Ohio seeks the determination of a charge derived from the state
compensation mechanism implemented by the Commission on July 2, 2012; said final
mechanism supplanting the interim mechanisms previously in place. More specifically, through
this Application, Duke Energy Ohio respectfully requests that the Commission determine that the
rate for capacity services associated with its FRR obligations is $224.15/MW-Day, calculated
using the formula that the Commission has previously determined to be reasonable in respect of
another FRR entity under its jurisdiction.!! The charge so determined will apply for the duration
of the Company’s commitment as an FRR entity.

9. In addition to such determination, Duke Energy Ohio seeks authority, pursuant to

R.C. 4905.13, to defer, commencing with the date on which this Application is filed, the

" In the Matter of Application of Duke Energy Ohio, Inc., for Authority to Establish a Standard Service Offer
Pursuant {o Section 4828,143, Revised Code, in the Form of ar Electric Security Plan, Accounting Modifications
and Tariffs for Generation Service, Case No. 11-3549-EL-SSO, et al., Stipulation and Recommendation, at
Paragraphs ILB. and IV.A. (October 24, 2011).

' In the Matter of the Commission Review of the Capacity Charges of Ohio Power Company and Columbus
Southern Power Company, Case No. 10-2929-EL-UNC, Opinion and Order (July 2, 2012).
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difference between the amount it has a right to collect pursuant to such state mechanism and the
FZCP."2 Duke Energy Ohio submits that, for the remaining term of its FRR plan, the average
FZCP will approximate $66.06MW—Day. Therefore, reducing the Company’s capacity cost by
the estimated amount charged to suppliers yields an incremental difference of approximately
$158.08/MW-Day. Additionally, the Company is seeking carrying charges on the unrecovered
balance of the deferral, calculated at the long-term debt rate as shown in Attachment B.
Subsequently, in an appropriate proceeding as referenced herein, Duke Energy Ohio will request
approval to begin collection of the deferred amounts, including carrying costs.

10.  Finally, Duke Energy Ohio secks approval of a new tariff, designated as Rider
Deferred Recovery — Capacity Obligation (Rider DR-CO), which would allow for the collection,
over time, of the deferred difference between the amount collectible pursuant to Ohio’s state
compensation mechanism and the FZCP.

11,  Because the Commission has not previously set any charge for Duke Energy Ohio
pursuant to the new state compensation mechanism and Duke Energy Ohio has never before had
a tariff for the collection of the costs incurred by it in fulfilling its obligations as an FRR entity to
provide capacity pursuant to the state compensation mechanism, this is a new charge and
therefore, under R.C. 4909.18, an application for a new service, namely, the provision of
capacity as provided for under Ohio’s state compensation mechanism finally adopted by the
Commission on July 2, 2012."® Further, because Duke Energy Ohio is seeking only the

establishment of the level of that charge, deferral authority for subsequent collection, and

12 See, e.g, Elyria Foundry Co. v. Public Utilities Comm'n of Okio (2007), 113 Ohio St.3d 305, 308-309
{Commission’s power to authorize deferrals upheld),

13 See, e.g., City of Cleveland v. Public Utilities Comm'n of Ghio (1981), 67 Ohio St 2d 446, 448 (where tariff
reflected first filing, the application was for a new service and not an increase in rates). See also, Cookson Pottery v.
Public Utilities Comm™n of Qhio (1954), 161 QOhio St. 498, 504-505 (“an application not involving a rate
increase...necessarily includes an application to either establish for the first time a new rate or to reduce the rate
once established”){emphasis added).
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approval of the mechanism by which the collection will be made, this Application seeks no
increase in amounts to be paid by customers. Consequently, the provisions of R.C. 4909.18(A)-
(E) and R.C. 4909.19 are not applicable to this filing.'* Moreover, because the Company has
relied upon the methodology recently adopted and approved by the Commission for purposes of
establishing a just and reasonable charge, Duke Energy Ohio’s Application herein is not unjust
ot unreasonable and should therefore be approved without a hearing.

12. The Commission has the authority to approve, in these proceedings, a tariff for
the collection of the deferral discussed herein.'’ The Commission’s jurisdiction over capacity
service pricing for an FRR entity such as Duke Energy Ohio results from its general supervisory
authority, set forth in R.C. 4905.04, 4905.05, and 4905.06, as explained by the Commission
recently.'® Ohio law undeniably provides that a public utility is required to render all services as
required by law.!” Further, Ohio law provides that, in exchange for furnishing adequate service,

8 The proposed new tariff

public utilities are entitled to impose just and reasonable charges.
provision, Rider DR-CO, will allow Duke Energy Ohio to provide the capacity service for which

it is obligated as an FRR entity and as mandated under Ohio’s state compensation mechanism.

"* See, e.2., Ohio Consumers’ Counsel v. Public Utilities Comm n of Ohio, {2006), 111 Ohio St.3d 300, 305 (notice,
investigation, and hearing requirements of R.C, 4909.19 not applicable where the request is not one for an increase
in existing rates),

1 See, e.g., In the Matter of the Application of The Dayton Power and Light Company jor Approval of Its
Transmission Cost Recovery Rider, Case No. 09-256-EL-UNC (institution of rider to recover deferred transmission
costs); In the Matter of the Application of Columbia Gas of Ohio, Inc., for Approval of Tariffs to Recover, Through
an Automatic Adjusiment Clause, Costs Associated with the Establishment of an Infrastruciure Replacement
Program and for Approval of Certain Accounting Treatment, Case No. 07-478-GA-UNC (institution of rider to
recover deferred riser replacement costs); In the Matter of the Joint Application of The East Ohiv Gas Company
d.b.a. Dominion East Ohio, Columbia Gas of Ohio, Inc., Vectren Energy Delivery of Ohio, Northeast Ohio Natural
Gas Corp., and Oxford Natural Gas Company for Approval of an Adjustment Mechanism to Recover Uncollectible
Expenses, Case No. 03-1127-GA-UNC (institution of uncollectible expense rider).

18 In the Matter of the Commission Review of the Capacity Charges of Ohio Power Company and Columbus
Southern Power Company, Case No. 10-2929-EL-UNC, Oginion and Order, at p. 22 (July 2, 2012).

7 R.C. 4905.04.

B R.C.4905.22.
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13.  As incorporated herein, the formulaic methodology recently approved by the
Commission for establishing a cost-based state compensation mechanism relies extensively on
publicly available data and includes only the foliowing elements of the annual capacity revenue
requirement that have been approved previously by the Commission.

a. Rate base is limited to Net Plant, Accumulated Deferred Income Taxes,
and an allowance for Materials and Supplies. No request is being made to include
construction work in progress, plant held for future use, prepayments, or cash working
capital in rate base.

b, Return on rate base using the Company’s cost of capital and a retum on
equity (ROE) at 11.15 percent as recently approved by the Commission for a comparable
utility operating as an FRR entity. The capital stracture excludes all purchase accounting
adjustments associated with the merger between Duke Energy Corp. and Cinergy Corp.

c. Operating and Maintenance Expenses include only those accounts
attributable to capacity costs as approved by the Commission and exclude all costs
associated with the operation of the Company’s gas assets that were transferred to an
affiliate in 2011.

d. Depreciation expense on capacity-related rate base.

e. Allocable capacity-related taxes other than income.

f. Income and commercial activities taxes at statutory rates reflecting the
Staff’s adjustments as approved by the Commission. Consistent with the methodology
approved by the Commission in its July 2, 2012, Opinion and Order, income taxes reflect
the benefit of the production tax credit.

g Net costs of capacity being purchased to fulfill the FRR obligation.
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h. All projected margins from the sale of energy and ancillary services
derived from the Company’s generating assets are included as an offset to the overall
revenue requirement.

14.  The average annual revenue requirement required for the Company to achieve an
11.15 percent ROE on its investment in resources used to provide the services to which Duke
Energy Ohio is obligated as an FRR entity from August 1, 2012, through May 31, 2015, is
$364,876,433 or approximately $224.15/MW-Day. This figure represents the cost of providing
capacity service consistent with the Company’s FRR obligation. However, a portion of this
revenue requirement is being recovered via the FZCP. Netting this additional revenue against the
Company’s overall costs results in a net annual revenue requirement for Duke Energy Ohio’s
capacity service as an FRR entity from August 1, 2012, through May 31, 2015, of $257,337,205
or a cost-based charge of approximately $158.08/MW-Day above the market-based FZCP
revenues. This is the incremental amount of revenue, and the average incremental capacity rate,
needed to ensure that the Company has the opportunity to earn 11,15 percent on its shareholders®
investment in capacity-related service through the term of its FRR obligation. See Attachment B.

15. As reasoned by the Commission in recently adopting Ohio’s state compensation
mechanism, a utility with FRR capacity obligations should earn reasonable and fair
compensation on the services it provides.” The Commission recently found that Reliability
Pricing Model-based capacity pricing would be insufficient to yield rcasonable compensation for
an Ohio FRR entity’s provision of capacity in fulfillment of its FRR capacity obligations.”

Similarly, absent sufficient capacity compensation for rendering service as an FRR entity, Duke

'* In the Matter of the Commission Review of the Capacity Charges of Ohic Power Company and Columbus
Southern Power Company, Case No. 10-2929-EL-UNC, Opinion and Order, at page 23 (July 2, 2012)(“[ilf
[Reliability Pricing Model]-based capacity is adopted, AEP-Ohio may eamn an usually low return on equity of 7.6
g]ercent in 2012 and 2.4 percent in 2013 with a loss of $240 million between 2012 and 2013™).

Id.
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Energy Ohio will be operating at a significant loss, with an estimated average annualized ROE of
negative 8.90 percent, for the period August 1, 2012, through May 31, 2015. Indeed, Duke
Energy Ohio currently requires at least $122 million on an annualized basis through May 31,
2015, to earn even 0 percent on its equity investment. See Attachment C. It is undeniable that
Duke Energy Ohio is not eaming fair and reasonable compensation for its services.

16.  The Application herein will not affect Duke Energy Ohio’s advancement of the
policies of the state of Ohio, which guide the Commission’s review of rate proposals under R.C.
4928141, et seq.”! Indeed, Duke Energy Ohio will continue to charge suppliers the FZCP in
PJM for the duration of its FRR plan, thereby ensuring that there will be no disruption in the
vibrant competitive market in its service territory.

17.  The proposed tariff amendment, instituting Rider DR-CO, will allow for the
collection of the amounts deferred, as set forth herein. See Attachment D. Rider DR-CO would
initially be set at zero and would be adjusted, initially, through an application filed no later than
March 1, 2013, Through such proceeding, the Commission would approve the establishment of
a rate that would allow for the collection of $258,747,429 per year for three years. As the FZCP
and the PIM load for subsequent PJM planning years become known, Duke Energy Ohio
proposes to adjust that rate through the filing, in that same docket, of updated information. Such
updates would be filed annually, by each March 1. As these filings would make no more than
arithmetic modifications, no Commission process should be necessary in order to effectuate the
updates. At the end of the deferral collection period, Duke Energy Ohio will file an application
to true up the total collected amount, whether such true-up would result in a positive or a

negative amount.

2 See In re Application of Columbus Southern Power, et al., 128 Ohio St3d 512, 2011-Ohio-1788 at 9 62.
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18.  For the reasons stated above, Duke Energy Ohio respectfully requests that the
Commission determine its cost-based pricing consistent with the traditional rate-making
principles that form the basis of the state compensation mechanism and as supported by
Attachment B, approve the Company’s request to create a deferral to record the difference
between the cost-based price for capacity and the price being recovered via the FZCP for future
recovery with a carrying cost at the long-term debt rate on the unrecovered balance, and approve
the creation of Rider DR-CQ. Duke Energy Chio will subsequently seek to recover the deferred
balance through Rider DR-CO. To the extent that Duke Energy Ohio has, at the time of recovery
of the deferred balance, transferred its legacy generating assets to an affiliate, as has been
approved by the Commission, that portion of the recovery attributable to the time period during
which the assets were owned by the affiliate should then be passed through to such affiliate.?

19. Duke Energy Ohic submits that this proposal appropriately balances the
objectives of enabling the Company to recover its costs as an FRR entity under the state
compensation mechanism and promoting retail competition in its service territory.

WHEREFORE, Duke Energy Ohio seeks an order from this honorable Commission,
establishing $224.15/MW-Day as the appropriate charge for its provision of capacity pursuant to
the terms of the RAA and the prevailing state compensation mechanism; allowing the deferral of
any and all amounts by which such charge exceeds Duke Energy Ohio’s current recovery of
capacity, at the FZCP, supplied consistent with its FRR obligations, from the date of filing this
Application through May 31, 2015, and including carrying charges at the long-term debt rate on
the unrecovered balance; and implementing a tariff, Rider Deferred Recovery — Capacity

Obligation, to allow for the subsequent recovery of deferred amounts as described herein.

% See In the Matter of the Application of Columbus Sowthern Power Company and Ohic Power Company for
Authority to Establish a Standard Service Offer Pursuant to Section 4928.143, Revised Code, in the Form of an
Efectric Security Plan, Case No. 11-346-EL-SSO, et al., Opinion and Order at page 60 (August 8, 2012).

10
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Respectfully submitted,

DUKE ENERGY OHIO, INC.

J’ ‘* ‘“‘%0 o

’.:jlia 8. Janson,Prgsident
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VERIFICATION

STATE OF OHIO )
)
COUNTY OF HAMILTON )

I, Jutia S. Janson, President of Duke Energy Ohio, Inc., and Duke Energy Kentucky,

Inc., being first duly sworn, hereby verify that the information contained in this Application

is true and correct to the best of my knowledge, information and belief.

ArtisS< b —
S o |

Sworn to and subscribed in my presence this Z1%-day of V¢, 2012

%&QJM@’U
Notary Public

AMY BETH SPILLER, Attorroy af Law
Commission bas N Etm
: 1]
My comsnission expires: My Bsction 14703

12
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VERIFICATION

STATE OF NORTH CAROLINA )

)
COUNTY OF MECKLENBURG )

1, Stephen G. De May, Vice President and Treasurer of Duke Energy Corporation
and Treasurer of Duke Energy Ohio, Inc., being first duly swom, hereby verify that the
information contained in this Application is true and correct to the best of my knowledge,

information and belief,

Stepherr(s. De May

Swom to and subscribed in my presence this I]_ day of Au%ugbml

hd ©

Notary Pufic

My commission expires:Junc |4 s [P

13
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Attorneys for Applicant

-

PN
Amy B. Spiller ( 77
State Regulatory General Counsel
Rocco I’ Ascenzo (0077651)
Associate General Counsel
Jeanne Kingery (0012172)
Associate General Counsel
Elizabeth Watts (0031092)
Associate General Counsel
Duke Energy Business Services LLC
139 East Fourth Street
1303-Main
Cincinnati Ohio 45202
513-287-4359 (telephone)
513-287-4385 (facsimile)

amy.spiller@duke-cnergy.com (e-mail)
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Attachment A -

Pagelofl
LEGACY GENERATING ASSETS
Summary of Duke Energy Ohio Legacy Generation -
Station Ownership
Beckjord 1 100.00%
Beckjord 2 100.00%
Beckjord 3 100.00%
Beckjord 4 100.00%
Beckjord 5 100.00%
Beckjord 6 37.50%
Beckjord CT 1 100.00%
Beckjord CT 2 100.00%
Beckjord CT 3 100.00%
Beckjord CT 4 100.00%
Conesville 4 40.00%
Dick's Creek CT 1 100.00%
Dick's Creek CT 3 100.00%
Dick's Creek CT 4 100.00%
Dick's Creek CT § 100.00%
Killen 2 33.00%
Killen CT 33.00%
Miami Fort 7 64.00%
Miami Fort 8 64.00%
Miami Fort CT 3 100.00%
Miami Fort CT 4 100.00%
Miami Fort CT 5 100.00%
Miami Fort CT 6 100.00%
Stuart 1 35.00%
Stuart 2 39.00%
Stuart 3 39.00%
Stuart 4 35.00%
Stuart Diesel 39.00%
Zimmer 1 46.50%
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EXHIBIT

g
:
:

DUKE ENERGY OHIO DAILY CAPACITY RATES Rate Schedule 101
Twelve Months Ending December 31, 2011 Page 1l

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

2 = . . (a)
/MW Annual Production Fixed ((;lost
3 {5 CP Demand/365)
4 $526,225,032
5 3323.26 = 4459.85 / 365
6 [ Capacity Daily Rates (After credits for margins from sales of energy and ancillary services) —I
7 Annual Production Fixed Cost Net of Margins from Energy and Ancillary
S/MW = Services
8 (5 CP Demand/365)"®
9 5364,876,433
10 $224.15 = 4459.85 /365
1 | Capacity Daily Rates {Net of Existing Sales at FZCP) |
12 /MW Annual Production Fixed Cost Net of Existing Sales at FZCP and Margins
= from Energy and Ancillary Services ¢
13 (5 CP Demand/365)"™
14 $158.08 $257,337,205
15 = 4459.85 / 365
16 Average of demand at time of five highest daily peaks (MW) 4,460

Note: ™ From page 3, line 6+ line 7.
(&) Average of 5 highest monthly peaks (MW)
Form 1, page 400, column (b) less DEK and wholesale demand. {See workpaper)



Aftachment B

Page 2 of 24
Generator Step Up Transformer Workpaper | Rate Schedule 101
Twelve Months Ending December 31, 2011 Page 2
Line Description Reference Amount

1 GSU & Associated investment {A) 523,208,297

2 Total Transmission Investment FF1, P.207, L.58, Col.g $608,828,977

3 Percent (GSU to Total Trans. Investment} L1/L2 3.81%

4 Transmission Depreciation Expense FF1, P.336, L.7, Col.b $11,199,710

5 GSU Related Depreciation Expense L3xL4 $426,928

6 Station Equipment Acct. 353 Investment FF1, P.207,L.50, Col.g $338,926,542

7 Percent {GSU to Acct. 353) L1/L6 6.85%

8 Transmission O&M (Accts 562 & 570) FF1,P.321, L. 93, Col.b, 52,931,399

and L.107, Col.b
9 GSU & Associated Investment O&M L7xL8 $200,764

e vm e e o e Em am E e Em my Er ER e o S ey EE MM B M M e M R e M M e m Er R A ER M ME S W Fe M SR v M e W W e mm = e e e R e e e e = e s

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



CONFIDENTIAL PROPRIETARY TRADE SECRET

Attachment B

Page 3 of 24
ANNUAL PRODUCTION FIXED COST Rate Schedule 101
Twelve Months Ending December 31, 2011 Page 3
Line Description Reference Req thru 5/15 e Annualized
1 Return on Rate Base ) P4, 118 $372,542,287 5131,485,513
2 Operation & Maintenance Expense P11, L.12 479,587,228 169,266,081
3  Depreciation Expense P.13,L10 223,343,099 78,826,976
4  Taxes Other Than Income Taxes P.14, L& 177,971,898 62,813,611
5  Income Tax p.15,L.7 97,352,081 $34,359,558
6 Total Revenue Requirement Sum (L.1 thru L.5} $1,350,796,592 $476,751,738
7 I (A) I I
.| (A) __ T e
9  Total Fixed Costs to Collect Over Remainder of FRR Sum {L. 6 thru L.8) $1,186,276,446 $418,685,804
10 Less: Margin on Sales of Energy from Legacy Generation (A} _ _
11 Less: Ancillary Service Revenue from Legacy Generation (A} _—____
12  Total Revenue to Recover Through End of FRR Sum (L.9 thru L.11} 725,235,452 255,965,454
13 Plus: Commercial Activities Tax (B) 3,886,630 1,371,752
14  Net Revenue to Collect $729,122,082 $257,337,205

Note: (A) Internally calculated based on projected market prices, FRR obligations, and projections of market prices.

{B) Commercial Activities Tax at 0.26% of total revenue.

(C) Reflects the total for the period August 1, 2012, through May 31, 2015, which is the duration of the

Company's FRR obligation,



RETURN ON PRODUCTION -RELATED INVESTMENT

Attachment B
Page 4 of 24

Rate Schedule 101

Twelve Months Ending December 31, 2011 Page 4
Line Description [ Reference Amount | Oemand | Energy |
{u 2 6]

1  ELECTRIC PLANT
2 Gross Plant in Service P.5, L5 $3,608,188,601  $3,574,328,638 $33,859,963
3 Less: Accumulated Depreciation P.5,L.10 1,306,015,709 1,301,540,820 4,474,889
4 Net Plant in Service L.2-L3 $2,302,172,892 $2,272,787,818 $29,385,074
5  Less: Accumulated Deferred Taxes PS5, L.11 (636,466,948) {638,956,932) 2,489,984
6 Plant Held for Future Use Note {A) - -
7  Construction Work in Progress Note (A) - - -
8  Subtotal - Electric Plant L4+L5+LE+L7 $1,665,705,944  $1,633,830,886 $31,875,058
9 WORKING CAPITAL
10 Materials & Supplies
11 Fuel P8, L2 583,305,297 50 $83,305,297
12 Nonfuel P.8, L7 40,681,661 40,681,661 -
13 TotalM &S L11+L.12 $123,986,958 $40,681,661 $83,305,297
14 Prepayments Note {B} - - -
15 Cash Working Capital Note (A} - - -
16 Total Rate Base LE8+L.13+L.14+L15 $1,789,692,902  $1,674,512,547 $115,180,355
17 Weighted Cost of Capital P.10,L.4 7.852% 7.852% 7.852%
18 Return on Rate Base L.16xL.17 $140,529,667 $131,485,512 $9,044,153

Note (A} None requested.
(B} None requested

. Commission approved formula excluded prepayments except for pre-paid pension asset.
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ELECTRIC PLANT IN SERVICE, ACCUMULATED DEPRECIATION AND ADIT Page 5
Twelve Months Ending Decernber 31, 2011
System . | | Production |
Line Description | Reference | Amount 1 | Reference _I_ Amount i Demand | Energy |
Ry [] [£] “
1 Gross Plant in Service (Note A)
2 Piant in Service (Excl. Gen & Intangible) {Note C) FF1, P.204-207, L.100 $5,913,165,008 FF1, P.205, L46{g) $3,379,463 653 $3,379,461,653 $0
3 Allocated General & Intangible Piant 2.6, L16 168,803,540 86,793,390 54,265,855 32,528,035
4 Common Plant P.7,L17 $298,250,155 141,933 058 140,601,130 1,331,928
5  Total L2+L3+L4 $6,380,218,703 $3,608,188,601 $3,574,328,638 $33,859,963
s ki
20% 1%
] Percent of Total Gross Plant in Service L5+ iine 2, Col.{1) 56.55% 56.02% 0.53%
7 Accurn Provision for Depreciation {Nates A & D} FF1, P.219 $2,081,025,475 FFL, P.219,L.20+L.24  $1,226,882,363 51,226,882,353 S0
8  General Plant FF1,p. 219, L.28 21,340,622 Neote (B) 10,972,730 6,860,443 4,112,286
9 Allocated Common Plant P.7,L18 143,816,541 68,160,616 67,798,014 362,602
10 Total L71L8+19 $2,256,182,638 51,306,015,709 $1,301,540,82C 54,474,885
————
11 Accumn Deferred Income Taxes (Note A) FF1, P.234 {Acct. 190,1.8)  [$1,435,857,338) P.5a, P.5b {$636,466,948) [5638,956,932) $21,489,984
T re———

P. 272-273 [Acct 281, L8]
P.274-275 [Acct 282, LS}
P.276-277 (Acct. 283, .5}

Note: (A) Excludes ARO amounts.
{B) Allocated using factors on P.6, line 15, for General Plant. See P.7 for Commen.

{C) Includes Generator Step-Up Transformers and Other Generation related investmants previously included in the transmission accounts.
(D) Includes Accumulated Depreciation associated with the Generator Step-Up Transformers and Other Generation investrnents.
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Tweive Months Ending December 31, 2011 Page 5a WP
tine Total Legacy Other
No. Account Title Company Generation Electric Gas
Account 190 (Detafled Accounts)
1 Accrual NQ Pension ST 211,667 68,326 90,255 53,086
2 Accrual OPEB ST 754,644 243,599 321,780 189,265
3 Accrual Post Retirement 5T 263,011 84,900 112,148 £5,963
4 Accrued Pension Admin Fees 1,297,854 1,298,479 (625} -
5 Accrued Vacation 4,101,676 1,458,226 1,492,710 1,140,740
[ Annual Incentive Plan Comp 1,221,256 696,439 133,437 391,380
7 Asset Retirement Obligation 7,425,180 1,821,556 241,057 5,366,567
8 Bad Debts - Tax over Bock 538,855 - 481,408 57,547
9 Cash Flow Hedge - Reg Asset/Liab (660,340} - (660,340} -
10 Demand Side Management {DSM) Defer - - - -
11 Emission Allowarnce Expense 36,398,482 36,398,482 - -
12 Employee Benefits - - - -
13 Envirenmental Reserve {16} - - (18}
14 FAS 106 OPEB OClH 3,612,740 3,612,730 6 4
15 FAS 112 Medical Expenses Accrual 2,389,124 506,863, 915,277 562,986
16 FAS 112 Medical Funding Payment {372,956) {122,886) (157,457) {92,613)
17 FAS 87 Non Qual Pian 0Q1 42,247 42,247 - -
18 FAS 87 Qual Plan OCI (28,880,317) {18,880,817) - -
19 Federal Benefit of State for 190 CY 54,489 - 54,482 -
20 Federal Benefit of State for 190 PY 839,222 - 839,222 -
21 Federal Benefit of State on 190 Gain Contingency PY 390,179 - 390,17¢ -
22 FERC - FIT Ad] Offset to Regulatory Asset [254100) (52,634,885} 40 1$2,197,337) {$437,548)
23 Gas Supplier Refunds 147,962 - - 147,962
24 Joint Owner Pension Receivable (5,034,832} {5,031,751) (3,081) -
25 Soint Owner Pension Receivable-NC €,482,672 6,482,672 - -
26 KY 190002 Adjustment to Defarreds {34,714} - (34,714) -
27 Lease Meters-Current {4,351,201} - 1,695,125 (6,046,330}
28 Leased Meters - Elec & Gas 15,607,854 - 12,834,583 2,773,271
29 Mark to Market - LT 11,365,344} {1,365,344) - -
30 Mark to Market - ST {783,126} (783,126) - -
31 Meters & Transformers - - - -
32 MGP Sites 9,776,179 B (218,438) 9,994,617
a3 Miscellaneous (1,283,890} {1,283,890) -
34 Natural Gas in Transit 86,538 - - 96,538
35 Non-qualifed Pension - Payment (303,570) (124,585) (178,985) -
36 Non-gualified Pension - Accrual 1,419,357 £78,1%4 £47,039 294,124
37 OCI - Actuarial GL NQ, 142,247} {42,247) - -
38 001 - Actuarial GL Qual 18,880,817 13,880,817 - -
39 OC! - FAS 106 Actuarial Gain/Loss (3,612,588} (3,612,588) - -
40 Offsite Gas Storage Costs 3,437,449 - - 3,437,449
41 OPEB Admin Fees (3,310,616) (3,309,476} [1,140) -
42 OPEB Expense Accrual 16,139,592 5,103,746 7,068,135 3,966,711
43 CPEB Funding Payment {1,889,025) (680,598} (698,433) (509,894)
44 Other Nencurrent After-tax DTA for EPRI Cradit 220,341 172,607 73,867 23,867
45 Payable 401 {K) Match 61,544 20,173 26,049 15,322
46 Preperty Tax - Propane Inventory 536,061 - - 536,061
a7 Property Tax Reserves 17,258,304 14,450,964 (5,447,194) 2,254,534
48 Retirement Plan Expense - Underfunded {6,012,992) (7,977,650} 5,481,004 (3,516,346)
49 Retirement Plan Funding - Underfunded - - - -
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Line Total Legacy Dther
No. Account Title Company Generation Electric Gas
50 Save-A-Watt Regulated Deferred Liability 3,824,541 - 3,824,541 -
51 Severance Accrual ST {19,494} (487) {11,847) (7,160)
52 SIT - Known Reserves - Cur Asset 81,541 76,502 {14,961) -
X ] Surplus Materials Write-Off Asset 862,907 862,907 - -
54 Surplus Materials Write-off Liab 4,084 4,084 - -
55 Tax Int Accrual - Non-cur Liab 1,356,403 {376,601) 1,733,004 -
56 Tax Interest Accrual - Cur Liab - - - -
57 Unamortized Debt Discount 12,159,580} (2,330,151) 1,539,206 11,368,635}
58 Unamortized Debyt Premium 579,251 1,276,384 (418,204) {278,829)
59 Unbilled Revenue - Ruel 4,144,444 - - 4,144 444
60 Uncollectible Provisich PIP ADJ {1,535,805) - - {1,535,805}
61 Total Account 190 $106,154,529 549,812,488 $28,622,879 $27,719,162
Account 281 [Detailed Accounts)
62 Pollution Control {541,315,543) {541,315,543) %0 50
Account 282 (Detailed Accounts}
63 263A ADJUSTMENT (8,613,243} {1,555,714) {5,097,522) -
64 481(a) Fixed Asset Retirement 353,687 353,687 - -
&5 AFUDC Interest {854,247} 182 (652,935) {201,494)
&6 Asset Retirement Costs - ARO (198,911} 192,413 2,698 {394,022)
&7 Book Capitai Lease Meters (19,755,547) - {15,225,028) (4,530,519}
68 Book Depr On Trans Equip to ADR 310,651 {303) 265,454 45,502
69 Book Depreciation/Amortization 251,610,629 149,441,734 92,829,604 49,339,291
20 Book Gain/Loss on Property {88,395) 1,434 (89,829) -
71 Casualty Loss ($3,525,213) (3,525,213) - -
72 Contributions in Aid {CIACs) 4,298,337 486,708 812,158 2,959,471
73 Cost of Remaval (2,685,591) 87,979 (1,644,622) (1,128,948}
74 Equipment Repairs - Annual Adj {73,214,162) {73,214,162) - -
75 Excess Salvage 864,620 - 125,782 738,838
76 FAS 34 {5,484,853} {5,472,458) {15,757) 3,362
77 FERC - FIT Adj Offset to Regulatory Liability (182320) 22,467,884 - 16,976,628 5,491,256
78 FERC - FIT Plant Adj (Util - 410) (1,018,036,656) {389,773,184) (494,485,251) (133,778,221)
79 FERC - FIT Plant Adj (Util - 411) 9,420,173 - 9,420,173 -
30 FERC - FIT Plant Adj (Util - 411) {2,737,895) (3,424,067) 490,898 495,274
81 FERC - SIT Adi Offsat to Regulatory Liability (182320} {8,792,929) - (7,733,802) (1,059,127}
82 FERC - SIT Plant Adj (Util - 410) {9,176,360) {17,062,585) 13,276,898 (5,380,673}
83 FERC - SIT Plant Adj {Util 411) 4,433,793 (1,181,782) 4,951,445 664,130
84 FERC - SIT Plant Adj (Util 411) 287,127 - 287,227 -
85 FIN 48 After Tax NC 282 CY Dec Payable {1,131,353) - {1,131,353) -
86 FIN 48 After Tax NC 282 CY Dec Payable {126,085) - {126,065} -
87 FIN 438 After Tax NC 282 CY Inc Payable 4,239,385 - 4,239,389 -
88 FIN 48 After Tax NC 282 CY Inc Payable 472,389 - 472,389 -
89 FIN 48 After Tax NC 282 Gain Contingency PY Dec Payable {21,204,671) - {21,204,671) -
a0 FIN 48 After Tax NC 282 Gain Contingency PY Dec Payable (437,159) - {437,159) -
91 FIN 48 After Tax NC 282 Gain Contingency PY Inc Payable 21,204,668 - 21,204,668 -
92 FIN 48 After Tax NC 282 Gain Contingency PY Inc Payable 437,160 - 437,160 -
a3 FIN 48 After Tax NC 282 PY Dec Payable (15,878,858) - {15,878,859) -
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Twelve Months Ending December 31, 2011 Page 5a WP
Line Total Legacy Other
No. Account Title Company Generation Electric Gas
94 FIN 48 After Tax NC 282 PY Dec Payable {1,785,521) - {1,785,521) -
95 FIN 48 After Tax NC 282 PY Inc Payable 33,767,646 - 33,767,646 -
9% FIN 48 After Tax NC 282 PY Inc Payable 3,778,844 - 3,778,842 -
97 Impairment of Plant Assets 57,601,570 57,601,570 - -
98 KY - Bonus Depreciation Adj 475,392 172,964 140,399 162,025
% KY 282101 Adjustment to Deferreds {1,683,642) - (1,683,642) .
100 toss on ACRS {13,121,5%4) (216,010) (8,305,308} (4,600,276)
101 Miscellaneous {23,336,468) - {23,336,468) -
102 Non-Cash Overhead Basis Adj 38,713,77¢ 3,989,717 34,832,192 {108,139}
103 Od - Bonus Depreciation Adj 158,159 19,737 123,438 14,984
104 OH - Franchise Tax Adj {64,166) {14,864) (33,013) (16,289)
105 Other Nen-Current After-Tax DTL for PR&E $7,880,932 ($63,431,303) $107,988,105 {$36,625,863)
106 Gther Noen-Current AT ST DTL for PP&E {3,812,312) (9,649,738} 7,663,300 {1,825,874)
107 Purchase Accounting Adjustment - - - -
1log Repairs 481(a) (Pursuant to 3115} 127,352,656) (27,352,656} - .
109 Repairs Allowed on Post ADR Prop {746,844) {270,620) {252,561) {223,663)
110 Section 174 R&E Deduction (956,942} {590,008) {366,934) -
111 Self Developed Software (7,667,618 {2,609,750) (3,405,012} (1,652,356)
112 T & D Repairs - Annual Ad]. - - - -
113 T & D Repairs 481(a} (pursuant to 3115) - - - -
114 Tax Depreciation/fAmartization (526,275,801) {173,344,265) [221,558,996) (131,372,540}
115 Tax Gains/Losses (11,078,329) £9,378 {11,174,271) 6,564
116 Tax Interest Capitalized 9,224,545 6,400,248 1,933,285 821,012
117 Total Account 282 (51,295,822,630) (5553,900,933) {5479,564,906) 1$262,356,791)
Account 283 (Detailed Accounts}
118 ARO Regulatory Asset (5,141,980) {4,828) (162,998) {4,974,154)
119 Deferred Fuel Cost Purch Gas Adjustment. 2,098,533 - - 2,098,533
120 Deferred Ohio Smart Grid Costs 1,857,810 - 1,273,283 584,527
i Deferred Pipeline Installation Costs - - - -
122 Emission Allowance Trading (43,641,559} (43,641,559) B -
123 Inventery & Contract Write-up 11,623,109} {1,623,109) - -
124 KY 283101 Adjustment to Deferreds (17,357} - {17,357) -
135 Loss on Reacquired Debt-Amort (1,988,719} - 11,276,482) {712,237)
126 Merger Costs 634,496 334,802 196,942 102,752
127 Miscellanecus Current Taxahle Inc. Adj - DTL - - - -
128 Miscallanecus NC Taxable Income Adj - DTL (26,118,288} {26,118,288) - -
129 Noncurrent Bad Debt Provision 2,120,454 - 308,348 1,882,106
130 Other Deferred State Taxes - After-Tax (2,338,440} - 12,338,440} -
131 Other Non-Current After-Tax DTL (13,210,667} %0 (513,210,667) 50
iz2 Partnership Income K-1 73,930 - 73,930 -
i33 FOST IN SERVICE - CARRYING COSTS {5,723,324) - - (5,723,324)
134 Rate Case - Deferred Costs - - - -
135 Reg Asset - Accr Pension FAS158 - FAS87Qual 5,545,067 - 3,896,713 1,648,354
136 Reg Asset - Accr Pension FAS158 - FAS87NQ {89,861) - {119,045) 29,184
137 Reg Asset - Accr Pension FAS158 - FAS87Qual (35,692,092} - (24,763,664) {10,928,428)
138 Reg Asset - DEO Econ Dev
139 Reg Asset - Fiec Rate Case Expanse (422,108} - (373,403) (48,705)
140 Reg Asset - MGP Costs {24,450,345) - {834,746} (23,655,595)
141 Reg Asset Hurricane Ike Storm Damage (4,495,822} - {4,495,822) -
142 Reg Asset Smart Grid Deferrad Depr. (2,818,417} - {2,226,548) (591,869}
143 Reg Asset Smart Grid Dfd Other O&M 15,578,268} - {3,571,389) (2,008,879}
144 Reg Asset Smart Grid Gas Furnace (2,448,113} - {2,448,113) -
145 Reg Asset Smart Grid PISCC (3,543,660) - {2,838,737) (704,923)
146 Reg Asset/Liab Def Revenue [3,007,346) {3,007,946) - -
147 Reg Asset/Liab Def Revenue NC 78,534 78,634 - -
148 Reg Assat-Pension Post Retirement PAA-FAS 105 and Oth (8,981,533) - (5,669,590} (3,311,943)
149 Reg Asset-Pension Post Retirement PAA-FASS7NQ and Oth (135,944} - (84,876) (51,068)
150 Reg Asset-Pension Post Retirement PAA-FAS87Qual and Oth (18,118,251} - {11,424,050) {6,694,201)
151 Reg Liab R5L1 & Other Misc Dfd Costs 57,906 - 57,906 -
152 Retirement Plan Expense - Cverfunded 62,281,262 22,063,458 31,682,075 8,535,729
153 Retirement Plan Funding - Overfunded (28,566,515} - (28,566,515) -
154 Reverse Book Partnership Earmings - - - -
155 RSP Costs Capitalization (39,143,238} {39,143,238) - -
156 RTC Amortization - - - -
157 Sec 481 Adj - State Inc Tax {888} {886} - -

158 Tax [nt Accrual - Non-cur Asset (502,819) - (502,819) -
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Line Total Legacy Other
No. Account Title Company Generation Electric Gas
159 Tax Interest Accrual - Cur Asset - - - -
160 Vacation Carryover - Reg Asset 11,852,525} - {1,166,445) {686,080}
161 Total Account 283 1$204,873,694} [$91,062,960) (568,602,509) {$45,208,225)
Tetal Account 190 $106,154,529 449,812,488 528,622,879 327,715,162
Total Account 281 (41,315,543} ($41,315,543) so 50
Tetal Account 282 {$1,295,822,630) {$553,900,933) {$479,564,906) ($262,356,791)
Total Account 283 (204,873,694} {91,062,960) (63,602,509) {45,208,225)
{2,435,857,338} (636,466,948) (519,544,536) {279,845,854)



ELECTRIC PLANT IN SERVICE, ACCURLLATED DEPRECIATION AND ADNT {PRODUCTION)

Rate Scheduja 101

Twalvs Months Ending Decesaber 33, 2001 Paga 5bWF
Lne ey Parcant Allocatad Ansunt
Mo, Accownt Tiie Ganeration To Demand Demund Enargy Allocation Basis
Acrqaunt 180 {Datwilsd Accounts)
1 Accrual BQ Pensian ST 68,326 625 42,19 525607  SBW
z Accrusl OPEBSY 243,599 63% 152,305 G SAW
3 hocrual Post Retirement ST 24,900 63% 52,082 3,818 SEwW
3 Aerrubd Pemsion Adrain Fees 1208478 63% 211,884 426,685  SEW
5 Aoxrued Vacation 1460,226 3% 907975 §50,252 SEw
5 Annual noantive Flan Comp 698439 63% 435422 261,007 SAW
? hsset Retirement Obligation 1821556 o - 1,821,556 Excluded AROs from Rate Base
8 Bad Debits - Tax over Book - 1008 - -
L) Cash Flow Hedge - Reg Asset/uab - 2008 - -
30 Demand Side Managerment (D5M) Defer - 1000 - -
n Emission Allowance Expense 26,398,432 L3 - 36,395,482 100% energy
1 Erployes Banefits - 100% - .
a2 Envisopmeéntal Ressrus - 1005 - -
1 FAS 106 OPEB CC1 1,612,730 63% 2,258,775 1,353,955 SEw
15 FAS 117 Madical Bxpenices Accrual 906,861 53% 565,964 339867 SBwW
16 FAS 112 Madical Funding Payrsent {122,886) 3% (76,632) {46,054)  S&W
1? FAS 7 Mon Qual Plan OC1 42247 83% 26514 15832 SEw
® FAS 87 Qual Plan OC1 (18,680,817) 8% (13,804, 790) {076,027} SBW
13 Federal Benefit of State for 190CY - O - -
n Faderal Banefit of Sute for 190 PY - 100% - -
n Federal Benefit of State on 190 Gain Contingency FY - 100 - -
n FERC « FIT Adj Offset 1o Regulatory Asset {25400} - 100% - -
23 Gas Supplier Refunds - 100 - -
24 JoinE Cwner Pension Receivable (5,031,351} 100% (5,031,781) - 100% demand
25 Jeint Cwnar Penaion Recetvable-He BA2E72 100% 5,482,872 - 100% demand
5 KY 190000 ARSUTWNE 1o Defayrads - 0% - -
2? Lease Metzrs-Current . 1005 - -
22 Laaged Meters - Elac & Gas - L - -
% Mark to Market - LT {1,265,244) 100% [1,365,344) - 100% energy
30 Mark to Market« 5T {783,126) 100% {783,126) - 100% energy
31 Meters & Transformers - 10 - .
EH PGP Sites - 1006 - -
33 Miscellanecus - 1005 - B
34 Hatural Gas in Transic - 100% - -
35 Non-qualifed Pension - Payment 1124 585) 53% {77,894) (46,891}  Skw
3 Non-gualified Pension - acerual A78,154 E3% 202,980 179,214 SEW
37 OCi - Actwarial Gt MO (42.247) &3% {2641q) (15823} skw
E-3 01 - Acouariat GL Qual 18230,817 3% 11,804,790 7,076,027  S&W
39 OC1 - FAS 106 Aztuarial Gainfloss 13,512,588) 63% {2,258,688) {1,353,907) S&wW
40 Offshte Gas Storage Costx . 100% - -
a OFEB Admin Fées (3,300,478) 63% (2,069,173) (1.240,303) S&W
a2 OPEE Expance sucrual 5,103,748 63% 3,300,298 1491478 SEW
4 OPER Funding Payment (580,608) 3% {425,501) (255,107) Skw
a Oehar Noncurrent Stier-tax CTA for EPRI Credit 1R07 100 172,807 - 100% Cemand
45 Payable 401 K] Match 0173 8% 12612 7,560 skw
A5 Properzy Tax - Fropane iwentory . 10056 - -
Ers Property Tax Réserves 14,456,564 Rl 14,450 564 - 100% Demand
A Retirament Plan Expense - Underfunded (7472,650) 3% (4,567,840 {1980.810) SEW
» Redremnent Plan Funding - Undertunded - 100% - -
50 Save-A-Watt Regulsted Defiecred Liabdity - 1005 - -
51 Severance Accrusl 5T (487 £3% (304) (183} skw
52 1T - Known Reserves - Cur Asast 16,502 100% 76,502 -
53 Surphus Materlab Write-Off Asser 862,907 100% 852,307 - 100% demand
54 Surphis Materiak Witk off Lisk 2,081 100% a,084 - 100% demand
55 Tax Ink Accrual - Nen-cur Liab 1376,601) 100% (378,603} - L00% dermand
56 Tt intarest Accrual - Cur Liah - 100% - -
57 Linamaortized Deit Digawnt {2,330,151) 100% {2,330,151) - 100% dermand
58 Linamaortized Debt Pramium 1,275,384 IO 1,276,384 - 100% demand
L] Linbille< Rarvevne - Ruel - 100% - -
50 Uncollectinte Provision PP ADI - 100% - -

Ao 8
Fage d2at 28



ELECTRIC PLANT 1 SERVICE, ACCUNMULATED DEPRECIATION AKD ADIT [PRCDUCTION] ‘Rate schedufs 301
Twelue Months Ending Decamber 31, 7011 Page 5b WP
Line Lagzacy Percent Allacatod Amount
No. Account Tite Ganerstion Tao Damand Demand gy Alocation Basis
& Fotal Ackount 190 812, $32,284.543 437,517,245
Accaunt 261 {Cutailed Accounts)
62 Pollution Conteol (341,315,543) 100% (541,315,543) 30 100% demand
Ascouvat 281 (Dstailed Asounts)
] 2634 ADIUSTIENT {$L855 118 100% (53,555,718 46 100%demand
7] ARtja) Ficed Asset Retivemant 463,687 1004 383,687 - 100% deraand
&5 AFUDC inkerast 182 100% 182 - 100% demand
€5 Asset Rstirenment Costs - ARG 1924212 1005 152413 . 100K demand
€7 Booh Capital izase Metars - L) - -
] Book Depr On Trans Equip 1o ADR (308) 1005 (308) - 100%demand
L] Book Depreciation/Amortization 19,441,724 1095 149,441,734 - 100% demand
) Book GAINJLOL O Foperty 1,438 1K 1434 - 200% damnawd
n Casualty Lost (3,525,213) 100% (3,525,213 . 1005 domand
2 Contributhons in Aid (C1ACs) A48E, 708 1008 486,708 - 100K demand
73 Cosrof Removal 2578 100% 87979 - 10G% demand
k1 Equipmint RBpairS - Annusl Ad) (73,214 182) 100% (72,214,263) - 100% desnand
s Excess Saivoge . 0% - -
7% Fas 24 {5,472,454) 100 (5,472,458) - 100% demmid
77 FERT - FIT &dj, Offset to Regulatary tishikity (1825200 - [ - -
™ FERC - FIT Planc Adj (Lt~ 4185 (389,773,184) 100% (288,773,184 . 100% deraand
» FERC - FLT Flant Adj (Uil - 411} - o - -
"] FERC - FIT Plant Adj [Unl - 412} (3,424,067} 100% (3,424,067) - 2003 damand
58 FERC - SIT &dj (ffust to Regulatsry tiability (152320) - o -
82 FERC - SIT Plant Adj (Uit - 410 (17,062,285) 100% {12,062,585) - 100 demand
FY FERC - 31T Plant Adj [l 431 181,782) 100% (1,182,782) - 100% devnand
M FERC- SIT Plant Adj [Udl 413) - % . -
85 FIN 42 After Tax NC 282 CY Dex Payable - [ - -
a5 FIN 48 After Tax NC 282 CY Dec Payable - % . -
& FIN 48 After T MC 282 O ¢ Payabls - -3 - -
36 £I0 48 After Tax NC 282 CV Inc Payable - o% . -
29 FIN 48 Alver Tax NC 282 Gairl Contingency PV Dex Payable - % - -
90 PR 48 After Tax NC 282 Gain Contingsncy PY Bec Payeble - o% - -
9 FIN 98 Afoer T NC 282 Gairs Contingancy PY inc Payable - o% - -
92 FIN 46 Aft=r Tax NC 282 Gain Contingancy PY Inc Payable . % . -
23 FIN 4% After Tax MC 292 Py Dec Fayable - % - -
9 Fit 48 After Tax NC 282 PY Dec Payabla - [ . -
25 I 48 Aftar Tax NC 282 PY Inc Payable - e N -
96 FH 48 After Tax NC 282 PY inc Payable - o - -
14 Wmpairmentaf Plant Acsets 57,600,570 100% 57,801,520 - 200% decmand
ot Wy - Bonws Depreciation agj 172864 100% 172,584 - 100K demand
» KY 282101 Adjustment to Daférrads - .3 - -
100 s o ACRE 234,010} 100% {216,0008 - 100% demand
1 Miccellaneous - ®s - -
102 Hon-Cash Overhead Basis Adj 3,939,717 100% 399,717 - 100% clemand
109 OH - Bonus Degredaticn Adj 19,737 100% 19,737 - 100% clemand
104 OH - Franchise Tax Ad) {14,864 100% (14,364 - 200% demand
105 Cthar Non-Curvent Afrar-Tax OTL for FPRE {63,081,303) 100% 63,381,303} - 100% demand
106 Dther Noa-Current AT ST D7) for PPRE 15,649,728) 100% 18,643,728} - 100% demand
107 Purchasa Accounting Adjustent . o . -
108 Repairs 481(a) {Pursiant to 3115} (27,352 656) 100% (27,352,656 - 160% demand
108 Repairs Allowed on Post ADR Prop 1270,620) 100% (270,6204 - 100% demand
110 Section 179 REE Deduction 1590,008) 100% (590,008) - 20025 demand
m Sl Develaped Scttware 12,509,750} 100% (2,509,750 - 100% demand
112 T D Rapaire - Anngal ddj, - % - -
FHE T& D Aapaire 481(a) {pursusnt « 3115] . % - -
114 Tax Degreciation/Amortization {173,344,265) 200% {173,344,268) - 100% dernand
115 Tax GainsfLosses 29378 TO0% 23,378 - 100% demand
116 Tax Interest Capitabizsd 6,400,208 100% 6,300,248 - 100% demand

Anscheses B
Papn s



ELECTRIC PLANT IN SERVICE, ACCUMULATED DEPRECIATION AND AD/T [PROOLICTION)

Rate Schadule 101

Twehs Months Ending December 31, 2001 Page 5o WF
Line Lagacy Percawt Allocated Amount
Ne., Account Tide Gensrstion To Bamand Dernand Energy Allocation Basis
n7 Total Account 282 ($553,900,533) ($553,900,533) 30
Aceourt 133 (Detailed Accounts)
118 ARO Regulatoey Asset (3,828) 200% (54,824) $0  100% dermand
1 Deferred Fuel Cast Purch Gas Adjustmant. - 100% - -
120 Deferred Ohio Smart Grid Costs - 100% - -
111 Deterred Pipeling installation Cose. - 200% - -
n Emisgion Aowance Yrading 43,641,559 0% . (43,641,559)  100% eneray
123 Irventory & Contract Writz-up 11.523,109) 100% 1,623.109) - 100% demand
134 XY 333101 Adpstent 1 Deferreds . 100% - -
125 Loss on Reacquired Debt-Amort - 1008 - -
126 Meorger Costs. 234802 o - 334802 Owit
nr Wiscellaneous Current Taxable inc, Adj - DTL - 100% N -
128 WilccHlsnwous NG Taxabie Income adj - DTL (26118, 288) 100% (26,118,288) «  Yobe conservative, alocate af w Demuad
129 Honcurrent Bad Dabt Provision - 100% - -
130 Other Dalerred State Tads - Afewr-Tan - 100% - -
121 Other Non-Current After-Tax DTL - 100% - -
182 Partasehip incoms k-1 - 100% - -
133 POST IN SERVICE - CARRYING COSTS - 100% - -
231 Rate Case - Deferred Costs - 100% - -
13s Reg Asset - Acxr Pansion FASLSS - FASE7Oual - 100% - -
138 Rag ALt - Acxr Pension FAS15S - FASS?NG - 100% - -
137 Reg Assec- Acer Pendion FAS1S - FAS270ual - 100% - -
138 Reg Asset - DEO Econ Dev - 1008 - -
1% Reg Astet- Chec Rank Case Expesca - 100 . .
190 Aeg Asest - MGP Costs - 100% . .
pr 3 Beg Asset Hurricane Lke Storm Damage - 100% -
142 Reg Asset Smert Grld Deferred Dapr. - 100% -
143 Reg Asset Smart Grid Dfd Other OZ M - 100% -
a3 Reg Agset Smart Grid Gas Furnace - 100% - -
145 Rag Asset Smart Grid PISCC - 100% . -
et Reg AssatfLiab Daf Revenye (3,007,948} 100% (3,007.348) - To be , abocats all d
147 Reg Asset/Liab Gef Revenue NC 78,634 100% 78,834 -
192 Rag Assat-Pandion Past Retirément PAA-FAS 106 and Oth. - WP - -
149 Rag Agser-Pension Fost Retwemant PAA-FASIZNG and Oth - 100% -
150 Retg Asset-Pengion Post Retiwerment FAA-FAS370ual and Oth - 100% - -
1R Rag Liab ASLI & Ocher Misc Did Costs - 100% - -
152 Retirément Flan Expense - Overfunded 22,083,458 6355 13,794,662 £,268,796  SEW
153 Retirement Plan Funding - Overfunded - 1005 - .-
154 Revves Book Pastnership Earnings - 1008 - -
155 RSP Costs Capitabization 139,143,238) 100% (39,342,238) To be consarvarive, allocate all w Demand
156 KIC Amortieation - 1o - -
157 Sa 431 Ad - Stane nc Yax 8886) 100% (286) - 200% demand
158 Tax tk Accrual - Man-cur Asset - 100% - -
150 Tax Intorest Accrual - Cur Asser - 1% - -
160 vacation Canryover - Reg Asset - 100% - -

161 “Tatal Account 283

Taul Aceaunt 150
Total Accouni 281
Taul Account 282
Total Acconnt 283

356,024.999) ($35.087.961)

512,284,543 437,527,945

(a1,315,543) -
(553,900,933} -

(56,024,989) (as.087,961]
15638,956,532) 52,489,954

ra—"
Paga il iz

Workpapes



Attachment B

Page 13 of 24
PRODUCTION-RELATED GENERAL PLANT ALLOCATION {Gross Plant) Rate Schedute 101
Twelve Months Ending December 31, 2011 Page &
Total Allacation Related to
Line Acct Description System {A) Factor Production Demand Energy
m {2} [3=(1)*2) (4 5
1 GENERAL PLANT [A}
2 383 Land $951,856 {B} 5489,417 $305,997 $183,420
3 380  Structures 24,870,520 {B) 12,787,907 7,995,340 4,792,567
4 391  Office Furniture & Equipment 3,012,092 {B} 1,548,730 968,307 580,423
5 392  Transportation Equipment 4,249,299 [B) 2,184,866 1,366,036 818,830
6 393  Stores Equipment - {B) 0 [} 0
7 394 Tools, Shop & Garage Equipment 13,977,270 {B) 7,186,707 4,493,321 2,693,386
g 385 Lab Equipment 125,110 {B) 64,328 40,220 24,108
9 %6 Power Operated Equipment 1,088,311 {B) 559,578 349,863 209,715
10 357 Communications Equipment 41,923,534 (B} 21,555,867 13,477,303 8,078,564
11 398  Miscellaneous Equipment 71,746 (B} 36,890 23,065 13,825
12 Sum Subtotal £20,270,138 546,414,250 $29,019,452 $17,394,838
13 Calc Percent 51.417% 32.147% 19.270%
14 303 INTANGIBLE PLANT §78,533,402 (B) 540,379,600 $25,246,403 $15,133,197
15 Calc Percent 51.417% 32.147% 19.270%
16 Sum  TOTALGENERAL AND INTANGIBLE $168,803,540 586,793,890 554,265,855 $32,528,035
Note: (A) Data from Form 1, pages 204-207.

(B) Allocation factors based on wages and salaries in electric operation and maintenance expanses excluding ARG.

#. Total wages and salaries in electric operation and maintenance expenses excluding
administrative and general expense, FF1, F.354, Col.(b}, Ln,28 - L.27. $104,144,423
b. Production wages and salaries in electric cperation and maintenance expense,

FF1, P.354, Col{b), L.20. $53,548,045
¢. Production Labor as Percent of All Labor {excl. A&G) 51.42%
d. Percent production labor allocated to demand {Page 12 wp) 62.52%




Afeachment B

Page 14 of 24
PRODUCTION-RELATED COMMON PLANT ALLOCATION (Gross Plant) Rate Schedule 101
Twelve Months Ending December 31, 2011 Page 7
Total Production
Line Acct COMMON PLANT System {A) Electric (B} Demand Energy
(1) (2) {3) 4)

Organization $60,936 $50,882
1 1030  Miscellaneous Intangible Plant 121,525,222 101,473,560
2 1890 Land and Land Rights 2,159,616 1,803,279
3 1900  Structures & Improvements 114,812,886 95,868,760
4 1910  Office Furniture & Equipment 3,937,989 3,288,221
5 1911 Efectronic Data Processing - Non SmartGrid 777,724 649,400
6 1920  Transportation Equipment 85,311 71,235
7 1921  Trailers 474,273 396,018
8 1930  Stores Equipment 170,074 142,012
9 1940  Tools, Shop & Garage Equipment 1,583,528 1,322,246
10 1950  Laboratory Equipment 23,250 . 19414
1 1960  Power Operated Equipment 153,899 128,506
12 1970 Communication Fquiprment - Bon SmartGrid 51,956,109 43,383,351
13 1980  Miscellaneous Equipment 429,603 358,719
14 1990, 1991 Retirement Work in Process - ARQ 99,735 83,279
15 Total Common Plant (FF1, Pg. 201, L.8, Col.{h)) $298,250,155 ﬂ
16 Common Plant Allocated to Electric $249,038,879 —————j

e —————

17 Allocated to Production (C) $140,601,130 $1,331,928
18 Accumulated Depreciation (FFL, Pg. 201, L.14,Col.(h)} $143,816,541 $120,086,812 $67,798,014 $362,602

Nate: [A) Form 1, page 356.
{B) 83.5% Common Plant Allocation factor (Form 1, Page 356.2).
{C) Electric share of common plant times allocation plant allocation factors on P.5.



Attachment B

Page 15 of 24
PRODUCTION-RELATED MATERIALS & SUPPLIES Rate Schedule 101
Twelve Months Ending December 31, 2011 Page
SYSTEM PRODUCTION
Reference | Amount Reference | Amount | Demand | Energy
(3] [E]] fa} 4

1 Materiaks & Supplies {A)

2 Fuel £F1, P.227, L1, Col.[¢) 583,305,297 583,305,297 50 $83,305,297

3 Non-Fuel

4 Production FF1, P.227, L7 $40,712,928 (8) 840,681,661 $40,681,661 $0

5 Transmission FF1, P.227,L8 15,567,661 0 0 Q

6 Distribution FF1, P.227,L9 53,246,183 0 0 0

7 Total Non-Fuel L4+L5+LE $109,525,778 $40,681,661 540,681,661 S0

T ———

Note: {A) Form 1includes Gas & Electric.
{B) Allacation to Electric from Internal Accounting Records.



Attachment B

Page 16 of 24
PRODUCTION-RELATED GENERAL PLANT ALLOCATION Rate Schedule 101
ADMINISTRATIVE & GENERAL EXPENSE ALLOCATION Page 9
Twelve Months Ending December 31, 2011
SYSTEM PRODUCTION
Account I Reference |  Amount Reference | Amount i Demand I Energy
{1) 2] [E]] 4 {5)

1  Administrative & General Expense

2 Related to Salaries & Wages

3 AGG Salaries 920 FF1,P.323 $39,458,630

4 Qutside Services 923 FF1,P.323 23,949,569

S Employee Pension & Benefits 926 FFi,P.323 39,270,593

6 Office Supplies 921 FF1, P.323 26,537,635

7 Injuries & Damages 8925 FF1,P.323 5,550,657

8 Franchise Requirements 927 FF1, P.323 o

9 Duplicate Charges - Vr, 929 FFl, P.323 {2,177,122}

10 Total L 3thrul9 $132,589,962 {A) 568,173,918 542,624,151 525,549,786

11  Miscellaneous General Expenses 930.2 FFi,P.323 421,972 A) 216,566 135,653 81,313

12 Admir Expense Transfer - Credit 922 FF1,P.323 2,485 (A) 1,280 800 480

13  Property Insurance 924 FF1,P.323 5,635,613 (o] 3,187,094 3,157,185 29,908

14  Regulatory Commission Expenses 928 FF1, P.323 0 (B} o 2 [}

15 Repis 921 FFL, P.323 12,240,223 (A) €,293,5¢8 3,934,907 2,358,661

16 Maintenance of General Piant 935 FF1, P.323 3,338,824 (A} 1,716,727 1,073,343 643,383

17 Total ARG Expense L.10 thru 16 $154,229,083 $79,589,553 $50,926,03% $28,663,511

Note: Ail costs associated with plants transferred ta DECAM have been removed from Column (1).
{A) Allocation % based an Salaries and Wages from Note B, P.6.
(B} Excludes all regulatory assessments.
(C) Allocation % based on Plant from P.5, L.5.
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Duke Energy Ohio {Consolidated) Cost of Capital Rate Schedule 101
Twelve Months Ending December 31, 2011 Page 10
Total Weighted Weighted
Company Cost Cost of Cost of
Line Description Reference Capitalization Ratios Capital Capital %
1} @) {3} [y ={2x3)
1 Long Term Debt (A) 52,542,087,279 46.84% 4,11% 1.925%
2 Preferred Stock (B} 4 0.00% 0.00% 0.000%
3 Common Stock {C) 2,885,228,457 53.16% 11.15% 5.927%
4  Total $5,427,315,736 100.00% 7.85%

Note: (A} Page 10 WP,
{B) Duke Energy Ohio has no preferred equity.
{C) Page 10 WP.
ROE based on approved rate in Case 10-2929-EL-UNC.



Altind il B
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Duke Energy Ohlo Consolidated
Capital Structule
December 31, 2011
{in Dollars}
Goodwill Other Asset Capitsl Structure excluding
Actual Purchase Impairmanis Impaiment Adjueted Midwest DENA Equity Purchase acocurting
12111 Accouning Sep0Qand Jurld  Charges 1239411 BU 75002 BUTS0I2 (3)  _  and Midwest DENA
Current Maturities of Long-Term Debt $ 507188052 3 B E3 507,186,062 $ 507,166,062
Nor-Current Liaklities
Long-Tarm Dabt $ 2047916406 5 S.979.144 3 2.053.8085,550 $ 2,053,885,550
Defarrad Debt Expense 3 (15,878.296) $ (3.600,474) 8 (19,481,770) % (19.481,77C)
0257010 Unamartized Gain-Debt $ ABT 43T $ 487 437 $ 487.437
Total Lang-Term Dabt Excl. Current Maturities § 2032525547 2% § 2375670 $ - 8 B $ 2,0349501,47 $ - 8 - 3 2,034300, 217 H1%
Total Long Term Delt $ 259711600 3)% & 2375870 $ - 5 - $ 2542087273 § - $ - 13 2,542087.27%  AT%
Comimen SW0ok Equty
0201000 Common Stock Issuad 5 752136231 13 B 8 762136231 § - ] - $ T62.136.231
0207001 Fremiur on capital steck $ - 5 362457437 $ 362,457,437 5 362 457 437
0208000 Donatione From Stockhoider H 28,950,000 L 197.206,81% $ 225,156,819 § 226,196,819
0208001 Dorations From Stockhokier-DENA $ 1482326840 $ - $ {1,462,336.840) ¥ -
0208010 Donat Recvd From Sikhid Tax $ 15.641.578 8 68,538,328 $ 3 84,179,906
0210020 Gain on Redemption of Capital 3 - $ 147,685 $ 3 147,885
0211003 Misc Paid In Capital $ - 3 - 3 $ (1imazsz) § {1,171,126,922)
0211004 Misc Paid In Capital Purch Acctg § 1123760148 $  (2.879.049.148) ] s (4.756,168,000)
0211008 Msc PIC Pushdown Adj RE § 1,756,169,000 $ - 3 ] 1.7565.188.000
0211005 Misc Paid n Capital Pramerger Equity §  £57.581,008 3 (603,514,4885) $ § (45,923 388)
0211007 Misc PIC Premerg RE for Div $ 140474493 $ {625,474 453) 3 $ (485 000,000y
0211110 PIC - Sharesaver (ANMS account) 3 - $ (3.350,836) 3 (3,350 836) $ {3.350.835)
0214010 Common steck equity inter-company $ - 3 (21,750,888) $ (21,750,868) § (21,750,868}
0216000/0216100 Linappropriated RE/Undistr Subsid Eamings §  (B46,467,235) $ 887879035 (1) 1,403,452 846 66703441 (1) § 1,521.568087 §  (118.321,307) $ 1,403.2498.780
0216100 Unapprepriated REANdistr Subsid Eamings-Equitization $ - $ - 3 - § 1638800655 $ - $ 1,668,800,655
0438000 Dividends. Declared on Common Stock § - ] - 3 -
Current Year Nat Incoma $ 194,332,004 3 23M2765 (2 - 51685816 (2} & 268930675 § (27.930,761) 3 (92,600,756) § 148,390,128
Acoum other comprehensive income {losg) $ (27, 758,807) 3 45,455,363 3 {73,215170) $ - $ {73.215,170)
Total Common Stock Equity [ 5,187“74& ™ $ |LI30&531125| $ 1 miﬁam § 116,280,257 $ ysalmgw 5 90,301,747 $ 11,253‘73!‘708] [ 5,228 457 8%
% Inciuding Telal LTD 7% %
TOTAL CAPITALIZATION (excluding current maturities) % 7,199,699 887 H (2,827 877 435) § 1405,452,846 § 118,269,257 $ 6,083,364,635 § 50,301,747 $ {1,263, 736.708) § 4,920,129,574
TOTAL CAPITAUZATION § 7.706,386,040 $ {2.627.877,455) § 1403452846 § 118289,257 $ £,600,750,697 § 90,301,747 5 {1,263.735,708) § 5427315736
Notes:

1) Purchase Accounting & Other Asset Impament Charges income siatemant impacts are adjLsted I prior year relainad earnings halances net of tax al an assumed tax rate of 38% - 2006, 33.5% - 2007, 37.4% - 2008, 35.4% - 2009 and 35.4% - 2010,
(2) Purchase Accounting & Othes Asaat Impaifment Charges incoma statement impacts are adjusted in current year relainad sarnings bakancas net of tax at 2n assumed tax rate of 35.4%.

(3} Midwest DENA Assats ware reclassed from 8.1, 75032 to B.U. 760121 Juna 2011,



Attachment B

Page 190f 24
ANNUAL FIXED COSTS Rate Schedule 101
PROPUCTION O & M EXPENSE Page 1l
EXCLUDING FUEL USED IN ELECTRIC GENERATION
Twelve Months Ending December 31, 2011
Line Account Total (Demand) (Energy)
No. Description Number Company Fixed Variable
) 2 )
1 Fuel and Fuel Related Expenses 501 $493,120,673 $493,120,673
2 Renis 507 509,240 509,240 0
3 Other Production Expenses {C) 557 25,319,519 25,319,519 0
4 System Control of Load Dispatching 556 0 [} 0
5 Other Steam Expenses (C) {A) 199,881,780 92,310,519 105,580,002
] Combustion Turbine {A) o]
7 Purchased Power (D) 555 173,973,216 0 0
8 Total Production Expense Excluding
9 Fuel Used In Electric Generation above $892,804,428 $118,139,278 $598,700,675
10  A&G Expense P.10, L.17 79,589,553 50,926,039 28,663,511
11  Generator Step Up related O&M (B) 2,931,899 200,764 2,731,135
12 TotalO&M $975,325,880 $169,266,081 $630,095,321
NOTE: {A) Amounts recorded in Accounts 500, 502-509, 510-514, 546, 548-550 and 551-554 classified into Fixed

and Variable Components in accordance with P.13 and P.13 WP.
(B) FFL,P.321, L.93 & L.107 (ACCTS. 562 & 570} times GSU Investment to Account 353 ratio (See P.2)

{C) Excludes costs attributable to the Midwest Gas Assets transferred to DECAM in April 2011.
(D) For purposes of calculating the revenue requirement on page 3, all purchased power expense is forecasted through

remainder of FRR. 2011 actual expense is ignored.



CLASSIFICATION OF FIXED AND VARIABLE

Rate Schedule 101

PRODUCTION EXPENSES Page 11
Tweilve Months Ending December 31, 2011
FERC
Line Account Demand Energy
No. Description Number Related Related
1 POWER PRODUCTION EXPENSES
2 Steam Power Generation
3 Operation supervision and engineering 500 X% -
4 Fuel 501 - xx
5 Steam expenses 502 XX -
6 Steam from other sources 503 - XX
7 Steamn transferred-Cr. 504 - Xt
8 Electric expenses 505 XX -
9 Miscellaneous steam power expenses 506 XX -
10  Rents 507 XX -
11 Allowances 509 - XX
12 Maintenance supervision and engineering 510 - XX
13 Maintenance of structures 511 XX -
14  Maintenance of boliler plant 512 - X
15  Maintenance of electric plant 513 - e
16  Maintenance of miscellaneous steam plant 514 X0 -
17 Total steam power generation expenses
18  Hydraulic Power Generation
19  Operation supervision and engineering 535 *X -
20  Water for power 536 XX -
21 Hydraulic expenses 537 xx -
22 Electric expenses 538 XX -
23 Misc. hydraulic power generation expenses 539 XX -
24 Rents 540 XX -
25  Maintenance supervision and engineering 541 X% -
26 Maintenance of structures 542 fad -
27  Maintenance of reservoirs, dams and waterways 543 XX -
28  Maintenance of electric plant 544 - XX
29  Maintenance of miscellaneous hydraulic plant 545 XX -
30 Total hydraulic power generation expenses
31 Other Power Generation
32 Operation supervision and engineering 546 XX -
33 Fuel 547 - XX
34  Generation expenses 548 X% -
35  Miscellaneous other power generation expensas 549 o -
36 Rents 550 o -
37 Maintenance supervision and engineering 551 XX -
38 Maintenance of structures 552 XX -
3% Maintenance of generation and electric plant 553 X -
40 Maintenance of misc. other power generation plant 554 * -
41 Total other power generation expenses
42 Other Power Supply Expenses
43 Purchased power 555 - xX
44 System control and load dispatching ] K -
45 Scheduling, System Control & Dispatch Services 561.4 0 -
46  Reliability, Planning and Standards Development 561.8 XX -
47 Other expenses 557 s -
48  Station equipment operaticn expense (A) 562 XX -
4% Station 2quipment maintenance expense (A) 570 XX -
50  Market Facilitation, Monitoring and Compliance Services 575.7 X -

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

Attachment B
Page 20 o124
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PRODUCTION-RELATED DEPRECIATION EXPENSE Rate Schedule 101
Twelve Months Ending December 31, 2011 Page 13
Depreciation (Demand) {Energy)
Line Production Plant Expense Fixed Variable
{1} 2) (3
1 Steam (A) $70,962,135 $70,962,135 s0
2 Nuclear 0 0 o]
3 Hydro 0 0 0
4  Conventional 0 0 0
5  Pump Storage 0 0 0
6  Other Production (B} 191,607 191,607 0
7 Int.Comb v 0 0
8  Production Related General, Common & Intangible Plant {C} 14,993,358 4,819,966 2,889,184
9  Common Plant (D) 5,146,873 2,426,340 12,977
10 Generator Step Up Related Depreciation (E) 426,928 426,928 0
11 Total Production $91,720,901 $78,826,976 $2,902,161
Note: {A} P.336 of the Form 1, L.2(b). Excludes expenses for AROs.

{B) Exciudes depreciation associated with assets transferred to DECAM during 2011.
{C) Total General & Intangible Plant {from P.336 of the FF1 adjusted for amortization adjustments)
times ratio of Production Related General Plant to Total General Plant, computed on P. 6.

(D) P.336of Form 1, L.11(b}. Allocations based on ratio of piant from P.7.



PRODUCTION-RELATED Rate Schedule 101
TAXES OTHER THAN INCOME TAXES Page 14
Twvelve Months Ended December 31, 2011

System Production Amount
Description ] | Reference |  Amount Allocator |  Demand

i) {2}
Labor Related (a) 9,506,466 (8) $4,887,940
Property Related (A) 100,481,972 <) 56,292,050
Other (A) 2,916,016 (C) 1,633,612
Ohio Excise (kWh) Tax (A 71,919,288 (D) )
Commertial Activities Tax (A} 3,220,328 (E) 4]
Tetal Taxes Other Than Income Taxes Sum £188,044,070 $62,813,611

: {A) Taxes other than Income Taxes will be those reported In FF1, P. 262 & 263. Excludes taxes associated

with assets transferred to DECAM.

{B) Total (Col. (1), L.1) allocated on the basis of wages & salaries in
Electric C & M Expenses {excl. A & G), P.354, Col.(b) and Services

Amount %
{1) Total W & S (excl. A & G) 104,144,423 100.00%
{2) Production W& S 53,548,045 51.42%
{3} Production W&S {Percent Demand} 62.52% ---—> {See P.12 workpaper}

{C) Allocated based on gross plant [Page 6). {Excludes taxes on assets transferred to DECAM).
{D} Recovered via separate rider in distribution charges.

{E} Actual amount for 2C11 is ignored. Instead, the CAT is Incorporated in revenue requirement calculation on P.3.

Attachment B
Page 220124



PRODUCTION-RELATED INCOME TAX

Attachment B
Page 23 of 24

Rate Schedule 101

Twelve Months Ended December 31, 2011 Page 15
(Demand) {Energy)
Line Description Reference Amount Fixed Variable
{1) {2) {3)
1 Return on Rate Base P.4,L18 $140,529,667  $131,485,513 $9,044,153
2 Interest Expense P.10,L.1*P.4,L.16 34,446,005 32,229,142 2,216,862
3 Taxable Income L1-L2 106,083,662 99,256,371 6,827,291
4 Effective Income Tax Rate P.16, L.2 35.2796% 35.2796% 35.2796%
5 Income Tax Calculated L1xL2 37,425,927 35,017,284 2,408,643
6 ITC Adjustment p.16, .13 (663,957) (657,726) (6,231)
7 Income Tax L3+L4 $36,761,970  $34,359,558 $2,402,412
8 Commercial Activities Tax ORC5751 0.26% 0.26% 0.26%
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COMPUTATION OF EFFECTIVE INCOME TAX RATE Rate Schedule 101
Twelve Months Ended December 31, 2011 Page 16

Line Description Reference Amount

1 T=1-{[(1-StT) * (1-FIT)] / {1 - SIT * FIT * p)} * {1- DPAD} = (A) 31.8500%

2 EIT=(T/(1-T}} * (1-{WCLTD/WACC)) = 35.2796%

3 where WCLTD and WACC from Exhibit B-11 and FiT,

SIT & p as shown below.

4 GRCF=1/{1-T} 1.467351431

5 Federal Income Tax Rate FIT 35.0000%

o State Income Tax Rate SIT 0.0000%

7 Percent of FIT deductible for state purposes p 0.0000%

8 Weighted Cost of Long Term Debt WCLTD 1.9247%

9 Weighted Average Cost of Capital WACC 7.8522%
10 Amortized Investment Tax Credit (enter negative) FF1,P.114,1.19, Col.g ($800,115)
11 Gross Plant Allocation Factor L.19 56.55%
12 Production Plant Related iTC Amortization L10xL11 {452,487)
13 ITC Adjustment L12xL4 {663,957)

Gross Plant Allocator Total

14 Gross Plant P.6, L6, Col.2 $6,380,218,703
15 Production Piant Gross P.6, L.5, Col.2 3,608,188,601
16 Demand Related Production Plant P.6, L5, Col.3 3,574,328,638
17 Energy Related Production Plant P.6, L.5, Col.4 $33,859,963
18 Production Plant Gross Plant Allocator 1.16 /L.15 56.55%
19 Production Plant - Demand Related L17 /L. 16 99.06%
20 Production Plant - Energy Related L18/L16 0.94%

Note: (A) Gross Domestic Production Tax Credit, Section 199, Internal Revenue Code.
Assume 9% of Taxable Income for credit.



Duke Energy Ohlo

Revenue Requirement for Capacity Cost Calculation

CONFIDENTIAL PROPRIETARY TRADE SECRET

=l

Attachment C
Page Lol t

10

11

Net Revenue from Capacity Sales

Energy & ASM Credit

Total Revenue {Current Projection)

Fixed Costs {excluding return)

Earnings Before interest & Taxes

Interest Expense

Taxable Income

Return on Equity at 11.15% ROE

Income Taxes on Incremental Return + CAT
Commercial Activities Tax

Fotal Incremental Revenue Required

3625,561
880,902
(255,341)
91,316
(346,656}
181,225

97,353

3,887

5220,735
310,907
{90,120)
32,229
{122,349)
99,256
34,360

1,372

$729,122

$257,337

Based on Commercial Business Model

Sum Lines 1 thru4

Total For
[ Description I Period (a) [ Avg Annual ] | Cormment
Net Capacity Revenue —
Net Capacity Cost = = I

0O&M, Depreciation, Other Taxes Based on 2011 Form 1

Line 5 - Line &

Witd avg cost of debt at 12/31/11 from SEET times Rate Base

Revenue required for 0% ROE (i.e, , Break even)

Incremental Revenue to go from of 03 ROE to 11.15% ROE

Reflects adjustment for Gross Domestic Production Tax Credit

0.26% of Totat Revenue

21
22
23
24

25
26

27

Total Cost of Capac'rtv—

Average Annualized Net Amount

Average Capacity Rate (S/MW-Day)}
Total Cost of Capacity (Before FZCP Sales)
Net Cost of Capacity (After FZCP Sales)

Rate Base
Equity Ratio

Earnings Befare Interest & Taxes
Tax Expense

Earnings After Taxes

Return on Rate Base

Interest Expense
Net Income

Return on Equity

$257,337

$224.15
$158.08

$1,674,513
53.2%

($90,120)
{43,164)

(546,956)

-5.27%

$32,229

($79,185)

-8.90%

L.14-L.1

L.14 ¢ 5 CP {4459.85 MW} + 365 days
L.15+ 5 CP (4459.85 MW} + 365 days

P.4 (Attachment B}
P.10 {Attachment B}

Line 7

Line 21 * Tax Rate

Line 21 - Line 22

Line 23 + {Line 19 * Line 20)

Line 8
Line 23 - Line 25

Line 26 + {Line 19 * Line 20)
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Duke Energy Ohio

Case No. 12-2400-EL-UNC

FES Fourth Set of Interrogatories
Date Received: March 12,2013

FES-INT-04-004 CONFIDENTIAL

REQUEST:

Please provide a breakdown by individual legacy generating resource of the production
O&M expenses shown on page 11 of Exhibit WDW-1.

RESPONSE:
CONFIDENTIAL PROPRIETARY TRADE SECRET

See FES-INT-04-004 Confidential Attachment.

PERSON RESPONSIBLE: William Don Wathen Jr.
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Duke Energy Ohio

Case No, 12-2400-EL-UNC

FES Fourth Set of Interrogatories
Date Received: March 12, 2013

FES-INT-04-004 SUPP
CONFIDENTIAL

REQUEST:

Please provide a breakdown by individual legacy generating resource of the production
O&M expenses shown on page 11 of Exhibit WDW-1.

RESPONSE:
CONFIDENTIAL PROPRIETARY TRADE SECRET

See FES-INT-04-004 Supplemental Confidential Attachment for actual 2012 operation
and maintenance expenses, by station.

PERSON RESPONSIBLE: William Don Wathen Jt,

,...
PENGAD 800-631-5909

2L
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Beckjord Situation

Load (Estimate)
Threshold
Load Reduction

CONFIDENTIAL PROPRIETARY TRADE SECRET

Backjord 6

Planning Year 12-13

Load Requirement (Actual}

Beckjord 6

Planning Year 13-14 FRR Position

EXHIBIT

o7
FES

OCC-INT-12492 CONF Attachment
Pagelofl

No Beckjords

Planning Year 14-15

Expected ESP Generation
Expected DE-OHIO DR
Total Position

OVEC Generation
Locational Capacity Purchases
Unit Specific Purchases
Pending Unit Specific Purchases
Pending Locational Market Purchases
Total Purchases

AR

Capacity Position for Compliance

v Il

Private and Confidential



Case No. 12-2400-EL-UNC
FES-POD-01-INT-04-002-INT-04-003
Pagelofl

Confidential Proprietary Trade Secret

Duke Energy Ohio

Projected Revenue/Costs for Capacity, Energy Margins, and Ancillary Service Revenues

Generation Margin

... Margin.on Sale of Legacy Generation = =
August-December 2012 2013 2014 Jan-
Energy Revenue
Cost of Good Sold
.

Reactive
Blackstart
Total Anciliary Services Revenue

ST

LI 5

ki

Jan-May 2015

Average (Annualized)

August 2012 - May 2013

2014-15

Load Sales | ] [ ]

Price (S/MW-Day) 16.73 12599

Days 365

Total Capacity Revenues I I

August 2012 - May 2013 2013-14 2014-15 Average (Annualized)
Capacity Purchases | ] [ ] [ ]
Price ($/MW-Day) 16.73 27.73 125.99
Days 300 365 365
Total Capacity Purchase Costs I I I [ ]




Duke Energy Ohig, Inc,

Significantly Excessive Eamings Tast
Adjusted Net Incores

December 3, 2012

2
2
2
B

12 Monts Ended Oacember 31,2012 | [ Elipinations ]
Equity in
L . nEﬂu!..o Non-Recurming MNon-Recurring Eamingsof  Refunded to Total
o Datcription Totgl Eectic Accounting  Mark-to-Market Gaine/losses  Rev/Bp Subsidisties  Cusierem Eliminationy

Qgperating Revenues 2.071,201,6M 1,683,223,992 1] 16,021, X
Opemtion Expenses 1.419,716,947 1,210,362,057 (5,662,805} 70,050 .q.qup..mw ﬁw.wwww%
Maintenanca Expenses 167,574,265 141,133,823 11 a11)
Depraciation Expense 176,543,867 138,702,984 {80,944) (30,944
Depraciation Expense for Asset Retiremant Costs 4,855 4,855 o
Amort. & Dept. Of Utility Plant 23,805,122 20,162,000 (7,755,000} (7,755,000}
Amort, Of USiity Plant Acquisition Ad). 19,006,130 18008130 (18,006,130) {19,006,130)
Reguiatory Debits 32,202,002 24,962,734 [+
Lass: Reguiatory Credits (14,427 800} (8,466,534) 0
Taxes Other Than Income Taxes 202,268 268 154,035,122 26 544 478 28,544,876
Income Taxes - Federal (26,047 535) {18,519,919) 13,464,487 (28,000) o {12,187 456) o (T20,969)
Incoma Taxes - Other 1.880,32¢ 1,165,612 (346,304} (348,304)
Provislon For Defemed Income Taxes 419,664,560 324,089,523 "o
Provision For Defermed Income Taxes - Credit (397,352 642) (337, 7T18462) ]
tvestment Tax Credit Adj - Net (035,034) (715,588} 0
Gains From Disp Of Allow - Credit (512,551) {512,551} 0 [
Accretion Expense 191,812 191,812 0

Total Utflty Operating Expenses 2.003.202.672 1.680,903,254 (20,839,240} §1.050 ] £,189.690 [} ] 98,61

Net Utility Operating Incoma SL.348.962 £320.508 A.030.248 (a3.050) 0 [22220.345) [} ') Q3327470
Other Incoms
Revenues From Merchandising, Jobbing and Contract Work 732,703 731,480 o
Less: Costs & Exp of Merchandising, Johbing & Contract 864,207 892,114 ]
Revenues From Monutility Opsrations 108,857 25,683 2]
Less: Expenses of Nonutiiity Operations 15,621,208 15,540,008 0
MNon-operating Retital incoma (#41,852) {1,116} i1
Equity In Esmings of Subsidiary Companies 187,803,820 285,381,485 (285,301,485) (285,381,485)
Interast and Dividend income 4871181 4,547,847 2 a
AFUDC 6,016,008 & 870,490 [}
Miscelanecus Non-operating Income {14,980,928) (15,433 485) 14,976,383 14,975,363
Galn on Disposition of Property 30,203 30,027 30020 {30,027

Total Other Income: 167,854,455 262710711 0 14975363 30.027% 0 (285381488} 2 {270.435.149)
Other incoms Deductiona
Loss on Disposition of Property =7 227 (227) (227)
Misc. Amartization ] o ]
Donations 024,679 697,824 [H
Life Insurance ] 0 1]
Penalties 150,002 150,002 0
Civic, Polifical & Relaied Acivitles 2,626,868 1,769,178 0
Cther Daductions (8618121 f11.224.031} 16.012,726 2 {13.839) 14809767

Totat Other Income Deductions (4.918,051) (8,606,802) ¢ 15013728 (2zn) {13,039) 0 ) 14,909,580

Total Taxes On Other Income and Daductions 7.782,179) (5.944,861) 8,489 (13,234) (10,558) 89,307 ¢ 0 53,5988

Net Other Income and Deductions 180.554.87% 270,371,074 (8,460} (24,129) (18,244) (85.360) (285,381,485) 9 {285.488,605)
Net Interest Charges 73,860,272 60,640,207 (23.910) {181,733) {205,843)

Net Income 174,083,389 228.043.865 20,954,689 517 (18349  {22.094.600) [286,381,485) 2 {386,§15,799)
Extraordinaty Itsms a [} 0

Net tncome 174 602,260 220.040.665 20.854.580 LZ5379) (19244  [22084580) [2B50G1.486) ') {266 615 790}

Attachmens PAL+2
Pagaiofl

Adjusted

Qecember 21, 2012

1,673,192727
1,206,038,921
141,133,012
138,622,037
4,855
12,437,089

0

24,962,734
(6,468,534)
180,579,798
(17,250,808)
809,308
324,080,623
(337,718,482}
(715,988)
(512,55%)
181,812
1.698,204 77¢
SEELISE

731,480

082,114

25,683

15,540,005
(1,716)

o

4,547,647
4,870,499

457,122}
0

68715

]

0

§97,524

0

150,002

1,769,176

3175756

6,392,758
(5.890,875)
(1217321}

60,342,584
160,571,9340)

)

G0.571.934)



Duke Energy Ohio

Case No. 12-2400-EL-UNC

OCC Fourth Set of Interrogatories
Date Received: January 31, 2013

OCC-INT-04-048

REQUEST:

Referring to Attachment B, Page 8, Line 153, what does the deferred tax balance related
to the “Retirement Plan Expense - Overfunded” represent, and why is none of this item
included in the Legacy Generation rate base?

RESPONSE:

a. Upon further evaluation, the Company discovered that there was an error in its
internal atlocation for this item as of December 31, 2011. Correcting the
allocation, $8.4 million of the total $28.6 million should have been allocated to
“Legacy Generation.”

b. Allocating the $8.4 million further between demand and energy, the correction
would reduce December 31, 2011, rate base by approximately $5.3 million.

PERSON RESPONSIBLE: a. Timothy W. Schraw
b.  William Don Wathen Jr.




Duke Energy Ohio

Case No. 12-2400-EL-UNC

OCC Thirteenth Set of Interrogatories
Date Received: March 11, 2013

OCC-INT-13-106
REQUEST:

Referring to Attachment WDW-1, Page 14, what was the balance of plant related to
Smart Grid in each Common Plant Account as of December 31, 20117

RESPONSE:

Objection. This Interrogatory seeks to elicit information that is publicly available or
otherwise known to the Office of the Ohio Consumers’ Counsel due to its participation in
Duke Energy Ohio’s annual SmartGrid proceedings. Without waiving said objection, to
the extent discoverable, and in the spirit of discovery, pursuant to the stipulation in Case
No. 12-1811-GE-RDR, the balances in the Common general plant accounts in Rider DR-
M are:

191  Electronic Data Processing Equipment $61,445
197 Communication Equipment $12,785,265
PERSON RESPONSIBLE: As to objection, Legal

William Don Wathen, Jr.




Duke Energy Ohio

Case No. 12-2400-EL-UNC
OCC Thirteenth Set of Interrogatories
Date Received: March 11, 2013

REQUEST:

OCC-INT-13-105

Referring to Attachment WDW-1, Page 13, what was the balance of plant related to

Smart Grid in each General Plant Account as of December 31, 20117

RESPONSE:

Objection. This Interrogatory seeks to elicit information that is publicly available or
otherwise known to the Office of the Ohio Consumers’ Counsel due to its participation in
Duke Energy Ohio’s annual SmartGrid proceedings. Without waiving said objection, to
the extent discoverable, and in the spirit of discovery, pursuant to the stipulation in Case
No. 12-1811-GE-RDR, the balances in the electric general plant accounts in Rider DR-

IM are:

391  Electronic Data Processing Equipment $1,035,769
397 Communication Equipment $35,053,373
303  Intangible Plant $5,824,324

PERSON RESPONSIBLE: As to objection, Legal
William Don Wathen, Jr.

EPDM‘-&WQ

EXHIBIT
1%



Duke Energy Ohio

Case No. 12-2400-EL-UNC

OCC Ekeventh Set of Interrogatories
Date Received: March 7, 2013
OCC-INT-11-083

REQUEST:

Referring to Attachment BDS-1, please explain the change in 2013 taxes other than
income taxes from the tax expenses in 2011, as shown on Attachment WDW-1, Page 22.

RESPONSE:
The primary change is related to property taxes. The 2013 data from BDS-1 is the sum of

the projected property taxes for each of the legacy generating assets, while the property
taxes from Attachment WDW-1 were determined from an allocation based on gross plant.

PERSON RESPONSIBLE: Brian D. Savoy




Duke Energy Ohio

Case No. 12-2400-EL-UNC

OCC Fourth Set of Interrogatories
Date Received: Janmuary 31, 2013

OCC-INT-04-043

REQUEST:

Referring to Attachment B, Page 3, why is there no offset to the Annual Production Fixed
Cost for the $110 million being recovered annually by the Company through the ESSC
established in Case No. 11-3549-EL-SSO, et al.?

RESPONSE:

Rider ESSC is intended to provide certainty and stability in the provision of competitive
retail electric service, as authorized under R.C. 4928.143(B)(2)(d). Conversely, the cost-
based capacity charge at issue in these proceedings is intended to compensate Duke
Energy Ohio for its provision of noncompetitive capacity service as an FRR entity. As
the Commission has determined, these services are distinet and, as such, the
compensation for such services should be separate. See generally, the Commission’s
decisions in Case Nos. 10-2929-EL-UNC and 1-346-EL-SS0O, et al.

PERSON RESPONSIBLE: Legal




Duke Energy Ohio

Case No. 12-2400-EL-UNC

OCC Seventh Set of Interrogatories
Date Received: Februnary 22, 2013

OCC-INT-07-061

REQUEST:

Referring to the response to OCC-INT-04-043, does the Company assign or allocate its
legacy generation to competitive retail electric service and noncompetitive capacity
service? If the response is affirmative, please provide documentation supporting such
assignment or allocation.

RESPONSE:
No. At this time, ali energy from the legacy generating assets is sold into the day-ahead

markets or under bilateral arrangements. All capacity is supplied to PJM consistent with
the Company’s FRR obligations.

PERSON RESPONSIBLE: William Don Wathen, Jr.
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