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KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-018
REQUEST:

In considering a potential DSM program or renewal energy project, is the avoided cost of
capacity included in the cost-benefit analysis relied upon? If yes, please explain the
methodology and mechanics for computing this avoided cost. If not, please explain the
basis for a program evaluation without such an avoided cost estimate.

RESPONSE:

The avoided cost is not used explicitly when considering renewable projects. Instead,
renewable projects are treated as supply-side resources available for consideration in the
optimization model, just as conventional supply-side resources such as CTs, CCs, coal
units, etc. are. The amount of firm capacity attributed to renewable resources depends on
the attributes of the resource (e.g., we use 15% for wind resources). However, in
scenarios that include a Renewable Portfolio Standard, the model is forced to add
sufficient renewable resources to meet the standard modeled.

For DSM programs, the avoided cost of capacity is included in the benefit-cost analysis.

The avoided capacity cost is computed by taking the levelized cost per kW-year for
peaking capacity times the level of kW impacts.

WITNESS RESPONSIBLE: Richard G. Stevie / Diane L. Jenner / Theodore E. Schultz






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3,2008
Response Due Date: January 14, 2008

KyPSC-DR-02-019
REQUEST:
Provide the current estimates of Duke Kentucky avoided energy and demand costs, as
relied upon in cost-benefit analyses. Provide an estimate of such costs as of 2010; 2015;
2020 (or similar periods if more readily available), consistent with IRP studies. Include
summary level analysis sufficient to identify quantification of key variables included in
estimates.

RESPONSE:

This information will be provided to any party upon executing a confidentiality
agreement.

WITNESS RESPONSIBLE: Richard G. Stevie






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky
Case No. 2007-00477
Date Received: January 3, 2008
Response Due Date: January 14, 2008
KyPSC-DR-02-020
REQUEST:

Consistent with the previous response regarding estimates of avoided energy and demand
costs, provide any sensitivity analyses associated with estimates of:

e Carbon tax and/or cap-and-trade impacts
e [GCC carbon recapture

e Other carbon cost effects

RESPONSE:

None available for screening of programs.

WITNESS RESPONSIBLE: Richard G. Stevie






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-021
REQUEST:

Based on comments made in the December 18 interview, Duke is beginning to take
carbon costs into account in its planning models and cost-benefit analyses. Please
confirm or correct the following information:

« There is a 15-20% PVRR premium for non-carbon to carbon case
assumptions.

RESPONSE:

While the cases performed for Duke Energy Indiana indicated premiums in this general
range for one CO, scenario, until specific runs for the Duke Energy Kentucky 2008 IRP
are performed, we do not know what the cost differential specific to Kentucky will be.
The numbers cited above should not be assumed to be representative of results for
Kentucky. The differential in PVRR between carbon and non-carbon cases is highly
dependent on the specific CO, tax/allowance price assumptions used in the analysis, as
well as the need for additional resources, the cost of those resources, renewable portfolio
standard assumptions, etc. No analyses have been performed yet for the 2008 Duke
Energy Kentucky IRP which is to be filed on July 1, 2008.

WITNESS RESPONSIBLE: Diane L. Jenner






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-022
REQUEST:

Please provide a summary statement regarding how expectations of GHG restrictions and
potential taxes on carbon emissions have impacted analyses associated with the current
IRP process.

RESPONSE:

No analyses have been performed yet for the 2008 Duke Energy Kentucky IRP which is
to be filed on July 1, 2008. The current plans for performing the analyses include
modeling at least one scenario with a CO, tax/emission allowance price and a renewable
portfolio standard, as was done in the 2007 Duke Energy Indiana and 2007 Duke Energy
Carolinas IRPs. However, the CO; tax/allowance prices used will probably be updated to
reflect whatever our assumptions are at the time the analyses are performed.

WITNESS RESPONSIBLE: John L. Stowell / Diane L.. Jenner






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-023
REQUEST:

Based on comments made in the December 18 interview, reference was made to the
provision of customer financing for EE and DSM equipment, provided primarily through
banks. Please provide an overview of these arrangements, including the number of
customers involved, and the amount and terms of such funding.

RESPONSE:

Customer research has indicated that many consumers do not make energy efficiency
improvements due to the investment costs of the improvement(s). To address this
significant barrier to energy efficiency adoption, Duke Energy is pursuing a concept
called Efficiency Savings Plan (ESP).

The ESP concept intends to provide universal access to energy efficiency improvements
to all customers, not just those who have adequate disposable income. Research has
shown that customers are more likely to make energy efficiency improvement decisions
if there are positive savings to their monthly budget when the monthly cost is netted
against the monthly savings of improvements. When tested against other financing or
payment options, customers have shown a preference for ESP.

Still in the research and development phase, ESP will be developed to provide the lowest
possible monthly financing cost for energy efficiency improvements by extending the
financing term, providing competitive rates and creating a simple and easy customer
experience. Based on customer research completed for ESP, charges are conceived to be
applied to the monthly energy bill. In addition, there will be options for a change of
residence event (moving) where customers may either pay off the remaining balance or
convey the charges to the next homeowner. The program would also include a provision
for disconnection (if ESP payments are not paid in a timely manner) in order to remain
competitive with secured debt rates. It is intended that third parties will provide
unsecured financing to support the program.

WITNESS RESPONSIBLE: Richard G. Stevie / Theodore E. Schultz






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-024
REQUEST:

Based on comments made in the December 18 interview, Duke identified the need for a
“Smart-Metering” program to expand EE and DSM program benefits. Please provide
any overview and analysis Duke has available regarding costs and benefits of
implementation of such a program.

RESPONSE:

See the attached “Utility of the Future” presentation made to the Public Utilities
Commission of Ohio Smart Metering Workshop on December 13, 2007. Please note that
this presentation only discusses utility costs and utility benefits. Customer and societal
benefits would also arise from deploying smart metering or a smart grid system, but such
benefits are not specifically addressed in this presentation. Additionally, Duke Energy
Kentucky, Inc. is currently deploying a smart metering system.

WITNESS RESPONSIBLE: Matthew W. Smith



/002 ¢} Jequiads(

doys)Jopn Bulslsiy ews
01O JO uoIssiwwo saliiN 2!land

pory 3
-~




: 'staww;rgunmuwg,m;uag@

ABIRE O

9|qissod jusixa 1s8||n} 8y} 0} Aousiolye
ABisus pus)xs pue ‘syjsuag Jawoisno
JaAIjap ‘uoieinp abejno pue sebieino sonpal
‘Rjiqelje) esealoul ‘eouewiopad wayshs
sziwndo o) seoejd JybL sy} 0} swiy Jybu

sy} Je uonew.Jojul 1ybu ayy spiroid oy walsAs
Alanljap seb pue o188 INo 0} juswaroidul
aAISuaya.dwod e si ainin4 8y} jo AjN

uoniuye

"UONOBJSIES JBWO0}SND

pue s8IousIoly8 jeuoiesado panoidull

10} 3Iomlau ay) Buibeians| pue weishs
uonnqLIsIp 8y} Jo sjusuodwod buewoine
‘Wwoe)sAs seb pue Jamod Ino sSoJoe pajnqLsIp
S50IASP Jusbij[eiul Wouj uonewoul buialgdsl
pue Bulieljsp Jo 8jqeded ainjonJisesjul
paxyJomiau e Buljesio Ag ylomiau

uonnquisip seb pue pub jemod o1}08|8

N0 JO Uoljesado 8y} Wiojsues} 0} S| UOISIA INQ

UOISIA

aAleu| 81nn4 8y} jo AN s,Abisug axng




*ABouU 5 ]
ng &/

swiosusping
fioA Jojuo Buiuing Jo UoHNO8Xg —

;paysijgelse aq sued juswAeda.d pinog <
1SIX3 1,USe0p ainjonselu] —
s|qissoduul 81e SUOIEIUNWIWIOD SWOoY U] ~

sjusWaloul s|dnnui peas Ued Jey) siejeu
aney pue Jeubis oa1d e puss 0} pesN —

;In200 Buioud swij-jess ue) ~
S9|0IYSA UM a0Jopyom Jebie| yonjy —
;Rep
SSBUISNQ BWES BU) UIyJIM (pajeul.s)
J0) PBIRAlOE 8Q 80IAI8S PIN0Y <

slapeal pue $ajolyaA
ypm paddinbe ‘eoiopjiom Jebiel yonp —

s Kilep sis)aW pess 0} 1509 )l PINOM JeUM <
:Buimoljo} ay} Japisuo)

s8210U0 Jawoisho Aue

$99]0Y2 JaWO0ISNd Mo

sjeubis eoud s|qe|ieae Ajind

uoijewloyul oud pajiwi

SWIS)SAS |0J1U0D BAISBAIS

SMOJ} Jamod JaA0 [01}U0D PapWIT

Anigeljes eapolpald
‘swieisAs poddns uoisioag

suoyd pue sapIwwod
Aq suoisioap Aousbiswg

Ajsrowal Juswdinbs Jo}iUOW

 SO—

suonoadsul juswdinbe [enuepy

Buipuels) pue uoposjoid sandepy

SINOYOEB|Q PUE S3INjiE} O} BUOId

Buijesy-j|es ‘Ajjenjusas
‘puE UoleIOISal palewloine-lwes

uoleloisal jenuelp

Bulioyuow-jos

Lullg,

| 1NoYBNOJL} SIOSUSS PUB SIOHUOH

SIOSUSS Ma4

ABojodo} ylomiaN

ABojodo} jeipey

uoneisusb
POINGUISIP $SJBPOLIWOY

uoneseusb paziesuas 1o} ijing

SUOIEDIUNWIWOD ABM-OM |

(Aue 1) suoneouNWWOD Aem-suQ

|eQIUBYO8WO0.08|T

ABojouyoa ] Y)m UOISIA PUD [enbld sy} bulAsiyoY




19 pue mﬁsox

. JueweBeuew jessy <
EmEmmmcmE 90104 JIOM <

B “mmom_oh LEIERS
 Uopeziupdo 1suuojsuel L A._
c_ocm_mn owm:a < .,

- Ajileuonoun) aimind <
toa uoisuedxa _mEmE_
m_nm%ma% z&oemm .
oBmEEEmea zﬁoemm

.,,,,mca_a &o n_E :E |

mmcoame ucmeoo .
5 mco_ao

| Buipeas Jejow enuely

uonn|os Buiyoo]

SUOIIN|OS [SA3] JOMO| Je s|geAalyoe
J.usJe 1ey) sjjeuaq pajels|eode sapinold
ainn4 ay} Jo AN 8y} spsemoy BUINO

Speau aininj pue jualind Bunssw
Jo 8|geded ainjonJiseljul ul BuseAul
saJinbal syjeuaq wusl-buo| Bulziwixely -

pJemiod y :ainjn4 ay} jo ANiN



umouyun si [Ny Bunuswajdwi Jsye uoisia pub [e)0Ip 8y} pling 0} JusLiseAUl [eJusWwa.lou]
suopdo ainjn seonpai ABojouyosy Aseyalidoid
S]S00 pue S}asSe papuess

90U89s8|0Sq() [ea1bojouyds |

spasN @innd Joy Buip|ing :2imnd au3 jo AyinN




*ABdouUz g
ang &

mc_ca oul] wa)sAs
peoueyuS ‘Juswabeuew Jesse ajeindoe alow ‘butiojiuow sbey|on

SNONUIUOD pue ‘|0u0d abe)jon WajsAs ‘Juswabeuew Yy A
paoldul ﬂmoo :o_wom%c_ co_wﬂmnsw ncm Lou_om%o umo:nmm :o::n_bm_o

suoneladQ - puo [enbig auj Jo syyeusg 8yl



AB1oUF s> ,m
ayng ©

:

sue(d piedaid “B8) mcm_g 29 10} 89j0y2 _mEBw:o ay) uf esealoy| Hue]

sjuawanosdw
Ajenb Jamod Jeneq pue sjqelsl slow ‘Ayjenb Jemod pasessoul ’ |

'SPEal JajoWl POJeLU|SS PUE SaNSS| SS300E J3ja JO cozmc_e_m_ 9JIAIRS

mmc:mto
ajel Buoud yead [eonL0 Jo/pue 8sn JO sWi} 8jgeus ((80IsliL0)
S90USIUBAUOD JuswAed [euoiippe pue swelbold pazijenpialpul

p

Ayjeuondo

SIeWolsnY - pUO [eNbiq sy Jo sysueg 8yl



ABJoUT £V ]
ang <&

ABisug exng Aq peynuent JoN  ABisug ayn( Aq psiuend :pusba’

aseaIou] Loleiosidap e wodl Ayjiin 8} 1o sbuines xey =
‘1onpoid puoibal ss04B pesesoul pue uonesss qor - B

‘SJ0]SESIp [RJhjely/syorje
NINGLS 0] 80URISJO) puB AYINc8S ‘UOHBZIIN Ayoedes saybiy
‘ /
0} sajenba )l ‘azis s,0UQ ABieud puB $804N0S8 LoleIauslb paingLysip o uoljebejuy paseasou] B
eyn( Jo} siseq Jejew-iad e pue ‘suofjdniie)ul/sebeino
anjen Jusseld Jeak-Og Joj peisnipy < |  p82J0) PUE ‘Aupgeqosd Inoxoe[g '1S00 uonsabuod uj uoonpey
NINL9ZS :(Ad JA-G))sHyeueg [gjeloos < )
Buili4 INY Y40A MBN — UOSIP3U0] ¢
ININGGES O} ‘puewsp yeed peonpsi pue
sejenbe )l ‘ezis s,0lyQ ABisug aynQ uonezijin Josse pasealoul Aq pauleh syjeusq [ejuswuoliAug -
10} siseq Jeyew-Jad e uo pejsnipe ‘s19sse pub Jo asn paziwido pue sjuw|
pue sieak-g 1oA0 pajunodsigq ~ ubisep Jajybi 0} snp AoUBIOIYS JUBUIISIAUL jeudeo pasesiouj =
G695 'SHoUSg [BII0S fenuly < | p ‘MOJ} Lm;ow nm>oa>e_ 0} anp \Mcmsméae_
yoeded pue Ayjigeliene weisAs pue ‘Ajjiqeljes ‘Aienb Jemod &
(wayshs F99AS) Old3 o} Apnis OIS pUELIOp Yead Ui Loponpey  #

s[eroueul eAperedwoy  Apms Jid3 B JIVS o4} U pajenjeAs sjdaduoy

[E}8100S - PLO [eNbIg 8y} jJO sjidusg SYL



°ABioUT
oyng <.

R PR e ,.,
‘obesn ABiaus adeys 0} palaniep 8q ued
wejsAs ayj wouy paseyyeb uoneuwliojul ABlaus alaym [epiod SUljUO UE O} pS}osuu0d 84 [|IM SIBW0ISND
-swiejshs uoijeiBojul 80140 MOBQ PUE HI0MIBU SU) 0] Pe}OSULOD 8q OS[E [|IM syesse uoingLisiqg

-1e|n|joo [e}bip pue ssajaiim paysall 4joq ‘swisyshs
uonesiuNWWoo ypm Buole (o1308|3 pue seq) sieyaW ainByuod [im JuswAoldep ReuLdUID dYL

HO ‘BEUUIdUID

sieah oz :8]0AD ol 198[01d <
uollliAl (0£$) — (GS$) “AdN =
08Z$ - 092$ 818l Jad 150D <
UOIIIAl LYE — 91€$ 180D [BIOL <
aul| Jybrens Jeak G :Inojj0y «
siaja| 0M398|3 000°09L —
sislo|\ se9 0009y
000°91¢’| :SJ8I9|\ JO JBQUINN

olyQ - Abisu3z anQg



0l

]

"Abiduz o ;

9A|OAS JOIABYS(Q Jawoisno pue swiaisAs Ajjnn [nun pazijes)
5q Jou Aew Juswdinbs a8y} Jo siieuaq pue Ajjeuonouny |in4 -
ABojouyos) Ul JuswisaAul
saJinbal s)1Jauaq [e}e1o0s pue Jawolsnd ‘jeuoiyesado BulasIydy

aAleniu| ainn4 ayj jo AjnN sAbisu3 axng




L

/suonsanp

SN o

'6
; >
A

¥







KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-025
REQUEST:

Does the Company currently have tariffs that provide for interruption and/or control of
customer loads? If yes, please provide the following information (excluding any
customers on Time of Day rates).

Identify customer class, and specific tariff.

Number of customers on each tariff.

2006 and 2007 (as available) statistics on load interruptions — hours, amount of
load interrupted, etc.

Estimate of maximum peak load that can be interrupted based on current
customers.

RESPONSE:

The Company has a residential direct load control DSM program. There is no tariff for
this program. The program has 7,609 participants. Rider PLM, Peak Load Management
Program is also available to qualified customers. There are 53 customers using this rider.
The Company will supplement the interruption data.

WITNESS RESPONSIBLE: Paul G. Smith






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky
Case No. 2007-00477
Date Received: January 3, 2008
Response Due Date: January 14, 2008
KyPSC-DR-02-026
REQUEST:

Does the company have any customers on Time of Day (Use) rates? If yes, please
provide the following information.

Identify customer class, and specific tariff.

Number of customers on each tariff.

Estimate of peak load reduction based on current customer base.

Estimate of annual load reduction based on current customer base.
RESPONSE:
The Company does have customers on two Time of Day (Use) rates. Rate TT, Time-of
Day Rate for Service at Transmission Voltage and Rate DT, Time-of-Day Rate for

Service at Distribution Voltage. Rate TT has 14 customers. Rate DT has 223 customers.

The Company doesn’t have an estimate of the peak or annual load reduction on current
customer base.

WITNESS RESPONSIBLE: Paul G. Smith






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-027
REQUEST:

Does Duke currently have an on/off peak option in current rates, aside from industrial
customers currently on TOU rates? If so, please provide the tariff(s) that provide for the
on/off peak option. Please provide Duke’s management position regarding what
conditions are likely to be required to stimulate customer interest in such a tariff option.

RESPONSE:

The Company does have customers on two Time of Day (Use) rates. Rate TT, Time-of
Day Rate for Service at Transmission Voltage and Rate DT, Time-of-Day Rate for
Service at Distribution Voltage. Customers served under Rates DS and DP are eligible to
receive service under Rider LM, Load Management Rider.

The Company believes customer interest in the on-off peak tariff options will be
stimulated by amount of potential savings the customer may received.

See KyStaff-DR-02-027 Attachment TT, KyStaff-DR-02-027 Attachment DT and
KyStaff-DR-02-027 Attachment LM

WITNESS RESPONSIBLE: Paul G. Smith



KY.P.S.C. Electric No. 2
First Revised Sheet No. 51

Duke Energy Kentucky, Inc. Cancels and Supersedes
1697-A Monmouth Street Original Sheet No. 51
Newport, Kentucky 41071 Page 10f 3

RATETT

TIME-OF-DAY RATE FOR SERVICE AT TRANSMISSION VOLTAGE

APPLICABILITY
Applicable to electric service for usual customer load requirements where the Company specifies
service at a nominal transmission system voltage of 69,000 volts or higher, and the Company
determines that facilities of adequate capacity are available and adjacent to the premises to be
served. Electric service must be supplied at one point of delivery and the customer furnishes and
maintains all transformation equipment and appurtenances necessary to utilize the service.

Service is applicable for ultimate use by the customer and is not applicable for standby,
supplemental, emergency or resale service.

TYPE OF SERVICE
Alternating current 60 Hz, three phase at Company's standard transmission voltage of 69,000 volts or
higher.

NET MONTHLY BILL
Computed in accordance with the following charges (kilowatts of demand are abbreviated as k¥ and
kilowatt-hours are abbreviated as kWh):

1. Base Rate

(a) Customer Charge $ 500.00 per month
(b) Demand Charge
Summer
On Peak kW $ 760 perkw
Off Peak kW $ 115 perkW
Winter
On Peak kW $ 624 perkW
Off Peak kW $ 115 perkW
(c) Energy Charge
All kWh $0.04043 per kWh

2. Applicable Riders
The following riders are applicable pursuant to the specific terms contained within each rider:
Sheet No. 78, Rider DSMR, Demand Side Management Rider
Sheet No. 80, Rider FAC, Fuel Adjustment Clause
Sheet No. 81, Rider MSR-E, Merger Savings Credit Rider — Electric
Sheet No. 82, Rider PSM, Profit Sharing Mechanism

The minimum charge shall be not less than fifty percent (50%) of the highest demand charge

established during the preceding eleven (11) months.

Issued by authority of an Order of the Kentucky Public Service Commission dated December 21, 2006
in Case No. 2006-00172.

Issued: December 22, 2006 Effective: January 2, 2007
Issued by Sandra P. Meyer, President



KY.P.S.C. Electric No. 2
First Revised Sheet No. 51

Duke Energy Kentucky, Inc. Cancels and Supersedes
1697-A Monmouth Street Original Sheet No. 51
Newport, Kentucky 41071 Page 2 of 3

NET MONTHLY BILL (Contd.)
For purposes of administration of the above charges, the summer is defined as that period
represented by the Company's billing for the four (4) revenue months of June through September.
The winter period is defined as that period represented by the Company's billing for the eight (8)
revenue months of January through May and October through December.

RATING PERIODS
The rating periods applicable to the demand charge shall be as follows:

a) On Peak Period
Summer - 11 a.m. to 8 p.m. Monday through Friday, excluding holidays.
Winter- 9a.m. to 2 p.m. and 5 p.m. to 9 p.m., Monday through Friday, excluding holidays.

b) Off Peak Period - all hours Monday through Friday not included above plus all day Saturday
and Sunday as well as New Year's Day, President's Day, Good Friday, Memorial Day,
independence Day, Labor Day, Columbus Day, Veterans Day, Thanksgiving Day, and
Christmas Day on the day nationally designated to be celebrated as such.

METERING
The Company may meter at secondary or primary voltage as circumstances warrant. If the Company
elects to meter at secondary voltage, the kilowatt-hours registered on the Company's meter will be
increased one and one-half percent (1.5%) for billing purposes.

DEMAND
The On Peak billing demand shall be the kilowatts derived from the Company's demand meter for the
fifteen minute period of greatest use in the on peak rating period adjusted for power factor as
provided herein. The Off Peak billing demand shall be the kilowatts derived from the Company's
demand meter for the fifteen minute period of greatest use in the off peak rating period adjusted for
power factor minus the On Peak billing demand. In no case shall the Off Peak billing demand be less
than zero.

POWER FACTOR ADJUSTMENT
The power factor to be maintained shall be not less than 90% lagging. If the Company determines
the customer's power factor to be less than 90%, the on peak and off peak billing demands will be
the number of kilowatts equal to the respective on peak and off peak kilovolt amperes multiplied by
0.90.

The power factor, as determined by continuous measurement, will be derived from the intervals in
which the maximum on peak and off peak kW demands are established.

LATE PAYMENT CHARGE
Payment of the Net Monthly Bill must be received in the Company's office within twenty-one (21) days
from the date the bill is mailed by the Company. When not so paid, the Gross Monthly Bill, which is
the Net Monthly Bill plus 5%, is due and payable.

Issued by authority of an Order of the Kentucky Public Service Commission dated December 21, 2006
in Case No. 2006-00172.

Issued: December 22, 2006 Effective: January 2, 2007
Issued by Sandra P. Meyer, President



KY.P.S.C. Electric No. 2
First Revised Sheet No. 51

Duke Energy Kentucky, Inc. Cancels and Supersedes
1697-A Monmouth Street Original Sheet No. 51
Newport, Kentucky 41071 Page 3 of 3

TERMS AND CONDITIONS
The initial term of contract shall be for a minimum period of five (5) years terminable thereafter by
either the customer or the Company as follows:

(1) Thirty (30) days after receipt of written notice for customers with a most recent twelve (12)
months average on peak demand of less than 10,000 kW,

(2) Twelve (12) months after receipt of written notice for customers with a most recent twelve (12)
months average on peak demand of greater than 10,000 kKW.

The Company is not obligated to extend, expand or rearrange its transmission system if it determines
that existing distribution and/or transmission faciliies are of adequate capacity to serve the
customer's foad.

If the Company offers to provide the necessary facilities for transmission voltage, in accordance with
its Service Regulations, an annual facilities charge, applicable to such additional facilities, is
established at twenty (20) percent of actual cost. The annual facilities charge shall be billed in twelve
monthly installments to be added to the demand charge.

The supplying of, and billing for, service and all conditions applying thereto, are subject to the
jurisdiction of the Kentucky Public Service Commission, and to Company's Service Regulations
currently in effect, as filed with the Kentucky Public Service Commission, as provided by law.

Issued by authority of an Order of the Kentucky Public Service Commission dated December 21, 2006
in Case No. 2006-00172.

issued: December 22, 2006 Effective: January 2, 2007
Issued by Sandra P. Meyer, President



Duke Energy Kentucky, Inc.
1697-A Monmouth Street
Newport, Kentucky 41071

KY.P.S.C. Electric No. 1
First Revised Sheet No. 41
Cancels and Supersedes
Original Sheet No. 41
Page 10of 4

RATE DT
TIME-OF-DAY RATE FOR SERVICE AT DISTRIBUTION VOLTAGE

APPLICABILITY
Applicable to electric service for customers with an average monthly demand of 500 kilowatts or greater
where the Company specifies service at a nominal distribution system voltage of 34,500 volts or lower,
and the Company determines that facilities of adequate capacity are available and adjacent to the
premises to be served. Electric service must be supplied at one point of delivery and is not applicable for
resale service.

TYPE OF SERVICE
Alternating current 60 Hz, single phase or three phase at Company's standard distribution voltage of
34,500 volts or lower.

NET MONTHLY BILL
Computed in accordance with the following charges (kilowatt of demand abbreviated as kW and kilowatt-
hours are abbreviated as kWh):

1. Base Rate
(@) Customer Charge

Single Phase $ 7.50 permonth
Three Phase $ 15.00 per month
Primary Voltage Service $100.00 per month
(b) Demand Charge
Summer
On Peak kW $ 1275 perkw
Off Peak kW $ 1.15 perkw
Winter
On Peak kW $ 12.07 per kW
Off Peak kW $ 1.15 perkw
{c) Energy Charge
Summer On Peak kWh $0.041977 per kWh
Winter On Peak kWh $0.039977 per kWh
Off Peak kWh $0.033977 per kWh

Issued by authority of an Order of the Kentucky Public Service Commission dated December 21, 2006
in Case No. 2006-00172.

Issued: December 22, 2006 Effective: January 2, 2007

Issued by Sandra P, Meyer, President



KY.P.S.C. Electric No. 1
First Revised Sheet No. 41

Duke Energy Kentucky, Inc. Cancels and Supersedes
1697-A Monmouth Street Original Sheet No. 41
Newport, Kentucky 41071 Page 2 of 4

Low Load Factor Optional Rate — Pilot Program
Customers with annual load factors of 45% or lower are eligible to receive service at the following
rates. Annual load factor is defined as the sum of the kWh during the prior year divided by the sum of
the kW during the prior year divided by 730. This pilot program low load factor optional rate will
remain in effect through December 31, 2007. The Company may apply to continue this pilot program
beyond December 31, 2007, subject to Commission approval.

Base Rate
(a) Customer Charge
Single Phase $ 7.50 permonth
Three Phase $ 15.00 per month
Primary Voltage Service $100.00 per month
(b) Demand Charge
Summer
On Peak kW $ 11.90 per kW
Off Peak kW $ 115 perkW
Winter
On Peak kW $ 10.54 per kW
Off Peak kW $ 1.15 perkW
(c) Energy Charge
Summer On Peak kWh $0.044639 per kWh
Winter On Peak kWh $0.042639 per kWh
Off Peak kWh $0.036639 per kWh

2. Applicable Riders
The following riders are applicable pursuant to the specific terms contained within each rider:
Sheet No. 78, Rider DSMR, Demand Side Management Rider
Sheet No. 80, Rider FAC, Fuel Adjustment Clause
Sheet No. 81, Rider MSR-E, Merger Savings Credit Rider — Electric
Sheet No. 82, Rider PSM, Profit Sharing Mechanism

The minimum charge shall be the Customer Charge, as stated above.

When both single and three phase secondary voltage services are required by a customer, the monthly
kilowatt-hour usage and kilowatt demands shalf be the respective arithmetical sums of both services.

For purposes of administration of the above Base Rate charges, the summer period is defined as that
period represented by the Company's billing for the four (4) revenue months of June through September.
The winter period is defined as that period represented by the Company's billing for the eight (8) revenue
months of January through May and October through December.

Issued by authority of an Order of the Kentucky Public Service Commission dated December 21, 2006
in Case No. 2006-00172.

Issued: December 22, 2006 Effective: January 2, 2007

Issued by Sandra P. Meyer, President
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RATING PERIODS
The rating periods applicable to the demand charge shall be as follows:

a) On Peak Period
Summer - 11 a.m. to 8 p.m. Monday through Friday, excluding holidays.
Winter - 9a.m. to 2 p.m. and 5 p.m. to 9 p.m., Monday through Friday, excluding holidays.

b) Off Peak Period - All hours Monday through Friday not included above plus all day Saturday and
Sunday, as well as New Year's Day, President's Day, Good Friday, Memorial Day, independence
Day, Labor Day, Columbus Day, Veterans Day, Thanksgiving Day and Christmas Day on the day
nationally designated to be celebrated as such.

METERING
The company may meter at secondary or primary voltage as circumstances warrant. If the Company
elects to meter at primary voltage, kilowatt hours registered on the Company's meter will be reduced one
and one-half percent (1.5%) for billing purposes.

If the customer furnishes primary voltage transformers and appurtenances, in accordance with the
Company's specified design and maintenance criteria, the Demand Charge, as stated above, shall be
reduced as follows:

First 1,000 kW of On Peak billing demand at $0.65 per kW.
Additionai kW of On Peak billing demand at $0.50 per kW.

DEMAND
The On Peak billing demand shall be the kilowatts derived from the Company's demand meter for the
fifteen minute period of greatest use in the on peak rating period adjusted for power factor as provided
herein. The Off Peak billing demand shall be the kilowatts derived from the Company's demand meter for
the fifteen minute period of greatest use in the off peak rating period adjusted for power factor minus the
On Peak billing demand. In no case shall the Off Peak billing demand be less than zero.

POWER FACTOR ADJUSTMENT
The power factor to be maintained shall be not less than 90% lagging. If the Company determines the
customer's power factor to be less than 90%, the on peak and off peak billing demands will be the number
of kilowatts equal to the respective on peak and off peak kilovolt amperes muitiplied by 0.90.

The power factor, as determined by continuous measurement, will be derived from the intervals in which
the maximum on peak and off peak kW demands are established.

LATE PAYMENT CHARGE
Payment of the Net Monthly Bill must be received in the Company's office within twenty-one (21) days
from the date the bill is mailed by the Company. When not so paid, the Gross Monthly Bill, which is the
Net Monthly Bill plus 5%, is due and payable.

Issued by authority of an Order of the Kentucky Public Service Commission dated December 21, 2006
in Case No. 2006-00172.

Issued: December 22, 2006 Effective: January 2, 2007

Issued by Sandra P. Meyer, President
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TERMS AND CONDITIONS
The initial term of contract shall be for a period of three (3) years for secondary voltage service and five (5)
years for primary voltage service terminable thereafter by a minimum notice of either the customer or the
Company as follows:

(1) For secondary voltage service customers, as prescribed by the Company's Service Regulations.

(2) For primary voltage service customers with a most recent twelve month average demand of less than
10,000 kVA or greater than 10,000 kVA, written notice of thirty (30) days or twelve (12) months
respectively, after receipt of the written nofice.

The Company is not obligated to extend, expand or rearrange its transmission system if it determines that
existing distribution and/or transmission facilities are of adequate capacity to serve the customer's load.

If the Company offers to provide the necessary facilities for transmission service, in accordance with its
Service Regulations, an annual facilities charge, applicable to such additional facilities, is established at
twenty (20) percent of actual cost. The annual facilities charge shall be billed in twelve monthly
installments to be added to the demand charge.

For purposes of the administration of this rate, the Company will determine the customer's average
monthly demand based upon the twelve months ending December of each year after the applicable term
of service has been fulfilled by the customer. If the customer's demand is less than 500 kilowatts and the
Company expects the customer's demand to remain below 500 kilowatts, then the Company will notify the
customer prior to May of the succeeding year that the provisions of Rate DS, Service at Secondary
Distribution Voltage or Rate DP, Service at Primary Distribution Voltage shall be applicable initiating with
the June revenue month billing and shall continue until the term of service of that rate is fulfilled. In the
case where a customer's average demand is estimated by the Company to be significantly greater than
500 kilowatts, the Company may, at its discretion, waive the twelve month demand history requirement in
the determination of the applicability of this rate.

The supplying of, and billing for, service and all conditions applying thereto, are subject to the jurisdiction
of the Kentucky Public Service Commission, and to Company's Service Regulations currently in effect, as
filed with the Kentucky Public Service Commission, as provided by law.

Issued by authority of an Order of the Kentucky Public Service Commission dated December 21, 2006
in Case No. 2006-00172.

Issued: December 22, 2006 Effective: January 2, 2007

Issued by Sandra P. Meyer, President
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RIDER LM
LOAD MANAGEMENT RIDER

APPLICABILITY
The Off Peak Provision is applicable to customers with an average monthly demand in excess of fifteen (15)
kilowatts established over the most recent twelve month period receiving service under the provisions of either
Rate DS, Service at Secondary Distribution Voltage, or Rate DP, Service at Primary Distribution Voltage.

OFF PEAK PROVISION

The "off peak period"” for the summer season is defined as the period from 8:00 p.m. of one day o 11:00 am
of the following day; Friday from 8:00 p.m. to 11:00 a.m. of the following Monday; and from 8:00 p.m. of the
day preceding a legal holiday to 11:00 a.m. of the day following that holiday. The "off peak period" for the
winter season is defined as the period 2:00 p.m. to 5:00 p.m. and from 9:00 p.m. of one day to 9:00 a.m. of the
following day, Friday from 9:00 p.m. to 9:00 a.m. of the following Monday; and from 9:00 p.m. of the day
preceding a legal holiday to 9:00 a.m. of the day following that holiday. The following are recognized legal
holidays as far as load conditions of the Company's system are concerned: New Year's Day, President's Day,
Good Friday, Memorial Day, Independence Day, Labor Day, Columbus Day, Veterans Day, Thanksgiving Day,
Christmas Day. If the foregoing holidays occur on a Sunday, the following Monday is considered a holiday.

The "on peak period" is defined as all hours exclusive of the "off peak period" hours set forth in the preceding
paragraph.

. For customers with an average monthly demand in excess of fifteen (15) kilowatts and not to exceed five
hundred (500) kilowatts where electric service is furnished under the provisions of the Company's existing
Rate DS, Service at Secondary Distribution Voltage or Rate DP, Service at Primary Distribution Voltage.

A. For purposes of administration of this rider, the summer season, as stated above, is the period
beginning June 1 and ending September 30. The winter season consists of all other days which
have not been recognized in the summer season.

B. This provision is only available as Company demand meters with a programmable time-of-use
register are installed on the customer's premise. Due to the limited availability of such metering
equipment and Company personnel, a demand meter will be installed as metering equipment and
Company personnel are available.

C. The customer will be required to pay the current installed cost of the time-of-use metering equipment
in excess of the current installed cost of the standard demand register equipment, normally installed
by the Company, which is required under the provision of Rate DS. All metering equipment shall
remain the property of the Company which shall be responsible for its installation, operation,
maintenance, testing, replacement or removal.

Issued by authority of an Order of the Kentucky Public Service Commission dated December 21, 2006 in Case No.
2006-00172.

issued: December 22, 2006 Effective: January 2, 2007

Issued by Sandra P. Meyer, President
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OFF PEAK PROVISION (Contd.)

D.

When a customer elects the OFF PEAK PROVISION, the monthly customer charge of the applicable
Rate DS will be increased by an additional monthly charge of five dollars ($5.00) for each installed
time-of-use meter. In addition, the DEMAND provision of Rate DS shall be madified to the extent
that the billing demand shall be based upon the "on peak period," as defined above.

. For customers who meet the Company's criteria for the installation of a magnetic tape recording device
for billing, and where electric service is furnished under the provisions of either Rate DS, Service at
Secondary Distribution Voltage, or Rate DP, Service at Primary Distribution Voltage.

A

For purposes of administration of this rider, the summer season, as stated above, is the period
beginning with the meter reading date in the month of May and ending with the meter reading date in
the month of September or the period beginning June 1 and ending September 30, at the Company's
option. The winter season consists of all other days which have not been recognized in the summer
season.

The "off peak period” billing demand will be taken at fifty (50) percent of the highest fifteen minute
demand established during the "off peak period,” as defined above.

When a customer elects this OFF PEAK PROVISION, the applicable monthly customer charge of
Rate DS or Rate DP will be increased by an additional monthly charge of one hundred dollars
($100.00).

The DEMAND provision of the applicable Rate DS or Rate DP shall be modified to the extent that the
billing demand shall be based upon the "on peak period,” as defined above. However, in no case
shall the billing demand be less than the "off peak period" billing demand or the billing demand as
determined in accordance with the DEMAND provision of the applicable Rate DS or Rate DP, as
modified.

TERMS AND CONDITIONS
The term of contract for the Off Peak Provision shall be a minimum period of one (1) year.

The Company shall not be required to increase the capacity of any service facilities in order to furnish off peak
demands. The Company reserves the right, upon 30 days notice to customers affected, to change the time or
times during which on peak demands may be established.

The supply and billing for service and all conditions applying thereto, are subject to the jurisdiction of the
Kentucky Public Service Commission, and to Company's Service Regulations currently in effect, as filed with
the Kentucky Public Service Commission.

Issued by authority of an Order of the Kentucky Public Service Commission dated December 21, 2006 in Case No.

2006-00172.

Issued: December 22, 2006 Effective: January 2, 2007

Issued by Sandra P. Meyer, President






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-028
REQUEST:

Provide an analysis for the last 3 years of Environmental Compliance Surcharge Activity
(by year) — Detail of costs deferred for collection; customer collections under the
surcharge; annual balances; etc.

RESPONSE:

Not applicable — Duke Energy Kentucky, Inc. does not have an environmental surcharge
mechanism.

WITNESS RESPONSIBLE: Paul G. Smith






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-029
REQUEST:
Provide an analysis for the last 3 years of DSM surcharge (as provided by 278.285)

activity (by year) -- Detail of costs deferred (by program, if available) for collection;
customer collections under the surcharge; annual balances; etc.

RESPONSE:
The attached files provide the calculations for the DSM riders. Page 1 of each file

contains the breakdown of costs by program. It also provides information on the level of
revenues collected by the riders, and the annual balances for true-up.

WITNESS RESPONSIBLE: Richard G. Stevie
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Case No. 2007 00477
Attach, KyPSC
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Revised Appendix D Page 3 of 5
The Union Light Heat and Power Company

Demand Side Management Cost Recovery Rider (DSMR)

Summary of Calculations for 2006 Programs

January, 2006 through December, 2006

Program

Costs (A)
Electric Rider DSM
Residential Rate RS $ 1,799,404
Distribution Level Rates
DS, DP, DT, GS-FL, EH & SP $ 454,963
Gas Rider DSM
Residential Rate RS $ 677,458

(A) See Appendix D, page 2 of 5.



Revised Appendix D Page 4 of 5
The Union Light Heat and Power Company

Demand Side Management Cost Recovery Rider (DSMR)
Summary of Billing Determinants

Year 2006
Projected Annual Electric Sales MWH

Rates RS 1,451,109

Rates DS, DP, DT,
GS-FL, EH, & SP 2,285,632

Projected Annual Gas Sales MCF

Rate RS 7,702,477

Case No. 2007-00477

Attach. KyPSC-DR-02-629
Page 4 of 21
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Appendix J Page 3 of 6
Duke Energy Kentucky
Demand Side Management Cost Recovery Rider (DSMR)
Summary of Calculations for 2006 Programs

January, 2008 through December, 2008

Program

Costs (A)
Electric Rider DSM
Residential Rate RS $ 2,922,280
Distribution Leve! Rates Part A
DS, DP, DT, GS-FL, EH & SP $ 2,061,069
Transmission Level Rates &
Distribution Level Rates Part B $ 372,641
Gas Rider DSM
Residential Rate RS $ 758,203

(A) See Appendix D, page 2 of 5.
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Appendix J Page 4 of 6
Duke Energy Kentucky
Demand Side Management Cost Recovery Rider (DSMR)
Summary of Billing Determinants
Year 2008
Projected Annual Electric Sales MWH

Rates RS 1,450,570

Rates DS, DP, DT,
GS-FL, EH, & SP 2,334,985

Rates DS, DP, DT,
GS-FL, EH, SP, & TT 2,507,773

Projected Annual Gas Sales MCF

Rate RS 6,387,044
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Attachment D Page 3 of 5
The Union Light Heat and Power Company

Demand Side Management Cost Recovery Rider (DCRR)

Summary of Calculations for 2005 Programs

January, 2005 through December, 2005

Program

Costs (A)
Electric Rider DSM
Residential Rate RS $ 1,827,651
Distribution Level Rates
DS, DP, DT, GS-FL, EH & SP $ 454,963
Gas Rider DSM
Residential Rate RS $ 606,450

(A) See Attachment D, page 2 of 5.

Case No. 2007-00477
Attach, KyPSC-DR-02-029
Page 14 of 21



Attachment D Page 4 of 5
The Union Light Heat and Power Company

Demand Side Management Cost Recovery Rider (DCRR)
Summary of Billing Determinants

Year 2005
Projected Annual Electric Sales MWH

Rates RS 1,400,745

Rates DS, DP, DT,
GS-FL, EH, & SP 2,425,557

Projected Annual Gas Sales MCF

Rate RS 7,099,110

Case No. 2007-00477
Attach. KyPSC-DR-02-029
Page 15 of 21
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Revised Appendix D Page 3 of 5
Duke Energy Kentucky

Demand Side Management Cost Recovery Rider (DSMR)

Summary of Calculations for 2006 Programs

January, 2007 through December, 2007

Program

Costs (A)
Electric Rider DSM
Residential Rate RS $ 2,052,470
Distribution Level Rates Part A
DS, DP, DT, GS-FL, EH & SP 3 1,941,548
Transmission Level Rates &
Distribution Level Rates Part B $ 372,641
Gas Rider DSM
Residential Rate RS $ 726,939

(A) See Appendix D, page 2 of 5.



Revised Appendix D Page 4 of 5
Duke Energy Kentucky

Demand Side Management Cost Recovery Rider (DSMR)
Summary of Billing Determinants

Year 2006
Projected Annual Electric Sales MWH

Rates RS 1,472,498

Rates DS, DP, DT,
GS-FL, EH, & SP 2,320,532

Rates DS, DP, DT,
GS-FL,EH, SP, & TT 2,492 251

Projected Annual Gas Sales MCF

Rate RS 6,498,195

Case No. 2007-00477
Attach. KyPSC-DR-02-029
Page 20 of 21
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KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-030
REQUEST:

Does Duke currently have a “Green Energy” tariff in Kentucky? If so, provide a
summary of the program, including a copy of the tariff; the current number of customers
on the tariff; the premium over standard service, etc. If not, will it be submitting such a
tariff for approval in the near future? If such a submission is planned, please provide
information, including a summary of the program; the status of this filing; and a draft
tariff; if currently available. What is the expected premium to the current standard
service offering?

RESPONSE:

Duke Energy Kentucky has a voluntary “Green Energy” tariff RIDER GP GREEN
POWER RIDER in place in Kentucky. The tariff provides the customer an opportunity to
contribute to the acquisition of green power from renewable sources. Listed is the website
for a copy of the tariff:

http://www.duke-energy.com/pdfs/DE-KY-ridergp.pdf

The Company has no customers enrolled in this program. However, plans are underway
to file a new version of this rider similar to the voluntary tariff in Indiana and Ohio
described as GoGreen Power. The internal filing preparation for this new Kentucky tariff
will begin by the end of January, 2008. This standard offering will likely begin with a
$2.50 charge per 100 kWh of green energy, purchased in a minimum of 200 kWh
(1.€.$5.00). The tariff will have the flexibility for special agreements for large commercial
and industrial customers to purchase large blocks of renewables.

WITNESS RESPONSIBLE: James M. Lefeld


http://www.duke-energy.corn/pdfs/DE-KY-ridergp.pdf




KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-031
REQUEST:

On a 3 year historic calendar year basis; by year (2004-2006):

e Actual and weather adjusted sales by residential, commercial, industrial, other
retail and wholesale. Provide a total.

e Actual and weather adjusted retail peak demand by residential, commercial,
industrial, other retail and wholesale. Provide a total.

e Year-end customers by residential, commercial, industrial, other retail and
wholesale. Provide a total.

RESPONSE:

See table below,



Data Request Response
Duke Energy Kentucky

2004
2005
2006

2004
2005
2006

2004
2005
2006

2004
2005
2006

2004
2005
2006

WITNESS RESPONSIBLE:

02-031
» , Sales - Actual 7‘ kWh
Residential . Commercial Industrial - Other Retail
1.371.604.383 -~ 1,329.564.897 768.022.988 321.862.434

1.461,110.560
1.404 457.736

1.373.341.402 785.635.758 332,141,640
1.371.330.238 781.002.993 323,155.488

Sales - Weather Adjusted - kWh
Commercial Industrial ~ Other Retail
1.339.441.124  770.340.350 . 324,250,881
1.351.914.486  781.024.675 327225245
1.375.838,620 780.780.151 323.428417

Residential
1.409.503.065
1.415.416.995
1.425 032 6h1

Peak - Actual - mW

Residential Commercial Industrial Other Retail
NA PA MA MA
NA NA MA NA
MA NA A NA
Peak - Weather Adjusted - mW
Residential Commercial Industrial  Other Retail
A MNA NA HA
NA MNA MA NA
NA HA NA NA
Customers - Year End
Residential Commercial Industrial Other Retail
116,524 12.896 398 1.240
117,270 12,981 390 1,255
118.642 13,184 391 1.318

Richard G. Stevie

Wholesale

0
0
0

Whaolesale

0
0
0

Wholesale

HA
NA
NA

VWholesale

NA
MA
NA

Wholesale

0
0
0

Total
3.791.054.702
3,972,229 360
3,879.946 455

Total
3.843.565.420
3.875.581.401
3.905.079 639

System Total
814
904
881

Total
912
882
897

Total
131.066
131.896
133,535






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-032
REQUEST:

Provide a listing of current generation sources: generation plant, by unit indicating date of
commercial operation, fuel type, capacity. Identify any generating facilities that are
currently under construction, and provide a brief description of such facilities. Please
provide this information for Duke Energy Kentucky and the Duke Energy franchised
system.

RESPONSE:

Duke Carolina

Data collected from FERC Form 1 (Submittal 20070521-8019, dated 5/17/2007)
* Capacity data collected from Line 7
** Capacity data collected from Line 8
***Capacity data collected from Line 9
****Capacity data collected from Column (d)

Date of
Commercial Capacity
Station Operation Fuel Type (MW)
Belews Creek 1974 Coal Ol 2270%*
Marshall 1965 Coal Oil 2110
Dan River 1949 Coal Qil 276%**
Dan River (CT) 1968 Gas Oil g5+
Buck 1941 Coal Oil 369***
Buck (CT) 1970 Gas Oil 93***
McGuire 1981 Nuclear 2200
Catawba 1985 Nuclear 282%**
Allen 1957 Coal Oil 1145***
Lee 1951 Coal Oil 370%**
Lee (CT) 1968 Gas Oil 84+
Cliffside 1940 Coal Qil 760***
Riverbend 1952 Coal Oil 454***
Riverbend (CT) 1969 Coal Qil 120***
Buzzard Roost 1971 Gas QOil 196***
Lincoln 1995 Gas Oil 1268***
QOconee 1973 Nuclear 2538
Mill Creek 2002 Gas Qil 595***




Rockingham 2000 Gas Oil 825
Bridgewater 1919 Hydro 26
Rhodhiss 1925 Hydro 317+
Cowans Ford 1963 Hydro 390"
Wylie 1925 Hydro 78
Rocky Creek 1909 Hydro 28
Cedar Creek 1926 Hydro 45%
Keowee 1971 Hydro 160**
Thorpe 1941 Hydro 23"
Oxford 1928 Hydro 44***
Lookoutf Shoals 1915 Hydro 28"
Mountain Island 1923 Hydro B2 ™
Fishing Creek 1916 Hydro 56
Great Falls 1907 Hydro 30+
Dearborn 1923 Hydro 47
Wateree 1919 Hydro 90***
Ninet-Nine Islands 1910 Hydro 20***
Buzzard Roost 1940 Hydro 16%**
Nantahala 1942 Hydro 5grer
Tennessee Creek 1955 Hydro 190
Pump
Storage
Jocassee 1973 Hydro 680"
Pump
Storage
Bad Creek 1991 Hydro 1391*
Bear Creek 1954 Hydro 10>
Bryson 1925 Hydro e
Cedar CIiff 1952 Hydro TR
Dillsboro 1931 Hydro 0.2*
Franklin 1925 Hydro e
Gaston Shoals 1908 Hydro g
Mission 1924 Hydro 2%
Queen's Creek 1949 Hydro 2%
Tuckasegee 1950 Hydro 3
Tuxedo 1920 Hydro g




Duke Indiana

Data collected from FERC Form [ (Submittal 20070423-801 1, dated 4/23/2007)
* Capacity data collected from Line 7
** Capacity data collected from Line 8
***Capacity data collected from Line 9
*¥¥%*Capacity data collected from Column (d)

Date of
Commercial Capacity
Station Operation Fuel Type (MW)
Edwardsport 1918 Coal Oil 160**
Noblesville 1950 Gas 310™
Gibson 1975 Coal Oil 2845*
Cayuga CT 1993 Gas 120**
Madison 2000 Gas 704**
Miami Wabash 1968 Qil 104**
Wabash River 1953 Coal Oil 668
Gallagher 1958 Coal Oil 560"
Cayuga 1970 Coal Ol 1005
Wabash River

Repowering 1995 Gas 281*

Cayuga Peaking 1972 Oil 11
Cadiz 2001 Gas 129**

Connersville 1972 Oil 98**
Wheatland 1999 Gas 488**
Markland 1967 Hydro 45%*
Wabash River Peaking 1967 Oil QrEnx




Duke Kentucky

Data collected from FERC Form I (Submittal 20070423-8009, dated 4/23/2007)
* Capacity data collected from Line 7
** Capacity data collected from Line 8
***Capacity data collected from Line 9
****Capacity data collected from Column (d)

Date of
Commercial Capacity
Station Operation Fuel Type {(MW)
East Bend 1981 Coal Oil 414**
Miami Fort 6 1960 Coal Oil 163**
Woodsdale GT 1992 Gas Propane 564**




Duke Ohio

Data collected from FERC Form [ (Submittal 20070423-8007, dated 4/23/2007)
* Capacity data collected from Line 7
** Capacity data collected from Line 8
***Capacity data collected from Line 9
****+Capacity data collected from Column (d)

Date of

Commercial Capacity
Station Operation Fuel Type (MW)
Miami Fort 5 1949 Coal Oil 80***
Miami Fort 7&8 CGE 1975 Coal Oil 640***
Zimmer CGE 1991 Coal Oil 612
Miami Fort GT 1971 Qil 122**
Stuart CGE 1970 Coal Gil 913"
Killen CGE 1982 Coal Qil 220"
Washington 2002 Gas 620"
Vermillion 2000 Gas B640***
Beckjord 1-56 1952 Coal Oil 714
Beckjord 6 CGE 1969 Coal Oil 158
Beckjord GT 1972 Qil 293**
Dicks Creek GT 1965 Gas 105**
Conesville 4 CGE 1973 Coal Oil 312
Fayette CC 2003 Gas 620**
Lee SC 2001 Gas 640

Hanging Rock CC 2003 Gas 1240

WITNESS RESPONSIBLE: Stephen P. Sandfoss






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14,2008

KyPSC-DR-02-033
REQUEST:

For the forecast period 2007-2020 (or a similar period most readily available), provide by
year:

e [Expected generation capacity additions and retirements (by year), indicating type
of unit, fuel type, capacity.

e [Lstimate of any generation sources (by year) from distributed generation,
cogeneration, or other non-utility sources.

e Estimated cumulative annual effect of new DSM programs on sales and peak
demand.

e Average annual estimated growth rate for:

e Total retail customers; sales; and peak demand.

¢ Residential; total retail usage per customer

e Total retail number of customers

¢ Inflation rate

e Residential, Industrial, and total retail energy cost per kWh

RESPONSE:

e Expected generation capacity additions and retirements (by year), indicating type
of unit, fuel type, capacity.

The 2003 Duke Energy Kentucky IRP showed the following generation capacity
additions:

Year  Purchases/Unit Additions
2003
20‘04 East Bend 2 (coal) with Back—up PSA
Gmi ‘anrm Fort 6 (coal) with Back-up PSA
‘Woodsdale 1-6 (natural gas) ,

2005
2006



2007

2009

2010

2011 25 MW Summer Purchase

2012 50 MW Summer Purchase

2013  1-70 MW PCFB Unit (coal)

2014 S

2015 1-25 MW Fuel Cell (natural gas)

2017  1-25 MW Fuel Cell (natural gas)
12018 1-70 MW PCFB Unit (coal) =~

2019

2020

2021

2022

2023  1-70 MW PCFB Unit (coal)

There were no planned unit retirements.
e [Estimate of any generation sources (by year) from distributed generation,
cogeneration, or other non-utility sources.

The 2003 Duke Energy Kentucky IRP showed no distributed generation, cogeneration, or
other non-utility sources.

e Estimated cumulative annual effect of new DSM programs on sales and peak
demand.

See table below.



Impacts of Energy Efficiency and Demand Response Pragrams
Conservation

Energy Impact
Year kWh
2007 32.946.5
2008 44 957.5
2009 52,8378
2010 60,718.0
2011 68.596.2
2012 76,478.5
2013 04.358.7
2014 92,238.9
2014 100.119.2
2016 107,999 .4
2017 115.879.6
2018 123.759.9
2019 131,640.1
2020 139.520.3
L]

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2013
2020

Y

87
117
13.7
15.7
17.7
19.7
217
23.7
256
27.6
29.6
316
336
356

Demand Response

MW

Average annual estimated growth rate for:

Total retail customers; sales; and peak demand.

13.2
14.4
15.7
17.0
17.0
17.0
17.0
17.0
17.0
17.0
17.0
17.0
17.0
17.0

Residential; total retail usage per customer

Total retail number of customers

Inflation rate
Residential, Industrial, and total retail energy cost per kWh

See table below.

®

©

[ ]

L

@

Customers

Total Retail Residential
133.920 118.885
135.462 120,187
136.903 121452
136.184 122.581
139.416 123 669
140.624 124 736
141786 125 761
142 877 126.719
143 917 127.630
144,934 128.522
145,941 129.407
146.935 130 280
147.900 131125
148 832 131938

Sales
Total Retail Residential

3.961.262
3978791
4.008.670
4.054.829
4 125020
4 189.568
4235805
4276 498
4.315.082
4.3562.921
4.388,272
4.422.987
4456433
4 488.314

1.444.363
1.460.570
1466 943
1.484.872
1812162
1532.684
1544 436
1.554.312
1.563.710
1.5872.401
1.578.661
1.584 517
1589 643
1593 481

Use per Customer
Total Retail Residential

2973
2935
2928
29 34
29 59
2979
29 87
2993
2598
lo 03
30 07
30 10
3013
30 18

12.15
12.07
12.08
12.11
12.23
1229
1228
1227
1225
12.23
12.20
12.16
12.12
1208

Peak
Demand
874
870
875
884
893
911
920
928
935
942
948
954
960
965

Total

IV
2149
26.1
294
327
347
36.7
387
40.7
426
44.6
46.6
486

50.6

52.6

WITNESS RESPONSIBLE: Diane L. Jenner and Richard G. Stevie

Energy cost per k¥h

NA
NA
NA
HA
MNA
MA
A
NA
NA
MA
A
MA
HA
NA

CPt Residential [ndustnai
206 397 NA
211075 MA
215522 NA
220.153 NA
225.072 NA
230.325 NA
235 686 MNA
2411425 NA
246 639 A
252.164 MNA
PLYR AR NA
263516 NA
269 463 NA
275 392 NA

Total Retail
A
MA
NA
MA
MA
NA
NA
MA
MA
HA
HA
NA
NA
MA






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-034
REQUEST:

Provide statistics maintained on energy and demand impacts of any customers (if any) on
net metering tariff. Indicate the technology employed; summarize the basic costs of
interconnection and maintenance (e.g., connection charges, costs of backup power),
describe any transmission issues of note, etc.

RESPONSE:
The Company doesn’t maintain statistics on the impact of net metering on customers.

The Company doesn’t track the technology employed, basic costs of interconnection and
maintenance. There are no transmission issues of note.

WITNESS RESPONSIBLE: Paul G. Smith






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-035

REQUEST:

Identify and describe what resources are currently committed to energy planning and energy
conservation activities. This response should include both operating company personnel, as well
as Duke Energy Corp. For Duke Energy Corp. staff, provide an estimate of percent of time spent
on Duke Energy Kentucky activities.

e Full time employees — department, title, brief job descriptions.

e Educational programs re energy conservation; programs available.

e [RP process.

e Screening and administration of DSM programs.

e QOther.
RESPONSE:
Integrated Resource Planning Department
Titles include Director, Integrated Resource Planning, Resource Planning Consultant, Consulting
Engineer, Engineer III (2 employees), and Sr. Engineering Technologist.
The function of the department is to plan for the long-term capacity needs of Duke Energy’s
regulated utilities, including preparing and filing IRPs in accordance with state regulations. In
years requiring an IRP filing in Kentucky, the percentage of the department’s time spent on Duke

Energy Kentucky activities is approximately 15%. In other years, the percentage of the
department’s time spent on Duke Energy Kentucky activities is approximately 5%.

Energy Efficiency Department

The function of this department is to create product-related strategies and to develop, manage,
and refine products and services offered to all retail electric and gas customers across K, OH,
IN, NC, and SC. In general, employees from this department spend about 10% of their time on
Duke Energy Kentucky activities.

Staff resources devoted to energy planning and energy conservation activities:

No. Title

1 VP, Energy Efficiency (oversight of all energy efficiency and customer product related
activities)



1 Executive Assistant (administrative support)

1 Administrative Specialist (administrative support)

1 Administrative Office Clerk (administrative support)

1 Director, Energy Efficiency Product Development (oversight of new product
development)

1 Director, Products & Services (day-to-day management of all customer products)

1 Director, Mass Market Strategy & Market Plans (sets and manages strategy for mass
market customer segments, e.g. residential, low income, builder, small/medium business)

1 Director, Large Business Strategy & Market Plans (sets and manages strategy for large
business customer segments, e.g. industrial, institutional, commercial)

1 Director Energy Efficiency Operations (budgeting, reporting, project management,
financial analysis)

1 Financial & Bus. Integration Services Mgr. (day-to-day management of budgets and
reporting)

10 Market/Product Manager (senior-level product management)

6 Project Manager (senior-level project management)

1 Sr. Analyst MBA Rotation Program (mid-level project management)

6 Marketing Analyst (mid-level project or product management)

12 Marketing Specialist (entry-level project or product management)

Customer Market Analytics Department
Staff resources devoted to energy planning and energy conservation activities:

No. Title Percent for KY
1 Managing Director, Customer Market Analytics 10%

1 Manager, Load Forecasting 10%

2 Load Forecasters 10%

1 Load Forecaster 20%

1 Manager, Market Analytics 10%

1 Manager, Product Development Analytics 10%

2 Analytic Researcher 10%

1 Analytic Researcher 5%

1 Research Analyst 20%

Managing Director, Customer Market Analytics

Reviews the planning, analytical, and regulatory processes associated with the organizations
involved in marketing, market research, forecasting, load research, product development
analytics, and customer data management.

Manager, Load Forecasting
Supervises and participates in the preparation of the official company forecast for energy sales,
peak demands, hourly loads, number of customers, and service area economy.

Load Forecaster
Prepares official company forecast for energy sales, peak demands, hourly loads, number of
customers, and service area economy. Develops and implements econometric/statistical/end-



use/engineering models to prepare official forecasts. Also conveys results of forecasting efforts
to appropriate groups within the company.

Manager, Market Analytics

Responsible for management and oversight of the planning, operations and regulatory functions
involving market research, energy efficiency cost-effectiveness and evaluation, and customer
data management.

Manager, Product Development Analytics

Responsible for supporting the analytics for product development emphasizing demand response,
load management (LM) and Direct Load Control (DLC) . Also responsible to provide project
management and technical expertise on special projects requested of the Customer Market
Analytics department.

Analytic Researcher

Applies advanced statistical, financial, engineering and mathematical modeling and analysis to
retail products, demand reduction programs, customer load and usage data, and wholesale energy
markets. Specify, design and manage data requirements and methodologies, formulate
quantitative applications and solutions appropriate to the specific business problem or task, and
interpret results for management in a way that enables superior decisions and outcomes for the
company.

Research Analyst

Under the general supervision of management or an analytic researcher, conduct data queries,
market research studies, statistical analyses and database operations on customer transaction
data, load data and behavioral data. Assist in the design and management of data requirements
and analysis, using quantitative applications and programming languages as necessary to
efficiently and effectively address business issues or conduct analytical business operations for
the company.

WITNESS RESPONSIBLE: Theodore E. Schultz / Richard G. Stevie / Diane L. Jenner






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-036
REQUEST:

Does the Company currently provide programs for Energy Assistance Funding?
If so, provide program details.

Does the company currently have any low-income or lifeline rates in place? If so,
provide a copy of relevant tariffs or tariff provisions. Also indicate if the company
provides direct support to its low-income customers. Provide amounts associated with
these programs/tariffs, by year, for the three years ending December 31, 2006.
RESPONSE:

Duke Energy Kentucky, Inc. provides financial assistance to the Winter Care Program.
Attached is a summary of the program. For additional information, please visit their
website http://www.nkcac.org/locations/NC.html.

The Company doesn’t have any low-income or lifeline rates.

The Company doesn’t provide support directly to low-income customers.

The Company provided funding for the Winter Care Program of $15,163, $15,000 and
$50,000 in 2004, 2005 and 2006, respectively.

WITNESS RESPONSIBLE: Paul G. Smith


http://www.nkcac.org/locations/NC

WinterCare Program - Duke Energy Page 1 of 1
ke
PJ'Energye

wWinterCare Program

WinterCare is a Duke Energy sponsored program designed to assist those in need with their heating bills during the winter season.

To apply for assistance

Eligible customers will receive a one-time payment during the year as long as funds are available. For additional information or to
apply for assistance, please review the attached list of Neighborhood Centers for the county in which you live.
http://www.nkcac.org/locations/NC.html

You may also contact the Northern Kentucky Community Action Commission at 859-581-6607.

To make a donation

If you would like to share the warmth with those less fortunate in your community, contributions can be made in two ways. You
may add a donation to your monthly Duke Energy bill. Most monthly bills have a special notation in the upper right-hand corner
to mark your WinterCare donation. Write in the dollar amount you would like to give (in even dollar amounts) and add the
amount to your bill payment.

You may also mail donations {check or money order only). Checks should be made payable to The Northern Kentucky
Community Action Commission/WinterCare Program. Please mail donations to:

WinterCare Program
139 E. gth Street
Cincinnati, Ohio 45202

e-Bill customer donations
Qur e-Bill customers can easily make a donation by first e-mailing us the dollar amount you would like allocated to
WinterCare. Then, please be sure to change your total e-Bill payment amount to include your donation to WinterCare.

All donations are tax deductible and are forwarded to the Northern Kentucky Community Action Commission for distribution to
those in need.

If you have additional questions about making a contribution to WinterCare, contact us via e-mail or call us at 513-421-9500 or
toll-free 1-800-544-6900.

©Duke Energy Corporation All Rights Reserved

http://www.duke-energy.com/kentucky/special-assistance/winter-care.asp 1/11/2008


http://www.nkcac.org/locationslNC
http://www.duke-energy




KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-037
REQUEST:

Please provide customer disconnect statistics for 2006. Compare Duke Energy Kentucky
disconnect rates to industry average experience. Do reconnect charges recover actual
costs?  Provide analyses and/or management’s opinion about whether  the
implementation of “Smart Meters” would reduce these costs?

RESPONSE:

Duke Energy Kentucky, Inc. had 9,487 disconnections for non-payment in 2006. The
Company has a basic reconnect charge of $25. The charge for reconnection at the pole is
$65. For after-hours reconnections, the reconnection charges are increased by $25. The
reconnect charge is intended to recover the actual cost of performing the reconnection. A
smart grid system with remote disconnect/reconnect capability could: (a.) reduce costs by
eliminating the cost of manual disconnection/reconnection; (b.) reduce bad debt expense
by shortening the time period for disconnecting a customer for non-payment; and (c.)
increase revenues by accelerating the time period for reconnecting a customer who has
paid the bill and restored credit arrangements.

WITNESS RESPONSIBLE: Paul G. Smith / Matthew W. Smith






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-038
REQUEST:

Please provide the total number of industrial customers at June 30, 2007. Of these
customers, how many have opted-out of participating in the DSM program? Briefly
describe the process an industrial customer must follow to opt out of the DSM program.

RESPONSE:

As of June 30, 2007, there were 385 industrial customers. Currently, only those
customers receiving transmission service (Rate TT customers) have the ability to opt out.
All 12 customers on Rate TT have opted-out of participating in the DSM program. Of
these 12 customers, two are classified as commercial and four as governmental. Six of
the 12 are classified as industrial.

WITNESS RESPONSIBLE: Richard G. Stevie






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3,2008
Response Due Date: January 14, 2008

KyPSC-DR-02-039
REQUEST:

Referring to Discovery Response, Item 2, to the extent that more recent reports are now
available, or become available by February 22, 2008, please provide copies of such
documents. Provide a summary of the current credit ratings for Duke Energy
Corporation and Duke Energy Kentucky from Moody’s and S&P.

RESPONSE:

Please see the Attachment KyPSC-DR-02-039(a) for the Duke Energy Corporation
reports from Standard & Poor’s that were published subsequent to our response to
Discovery Request, [tem 2. There have been no Standard & Poor’s updated reports for
Duke Energy Kentucky. Moody’s has not issued updated reports for Duke Energy
Corporation or Duke Energy Kentucky.

A summary of the current credit ratings from Standard & Poor’s and Moody’s has also
been provided in Attachment KyPSC-DR-02-039(b), which represents an internal
management report. The report summarizes ratings as of December 31, 2007.
Additionally, support from S&P’s and Moody’s websites has been attached for the
ratings summarized in this report.

To the extent credit ratings change or the rating agencies publish updated reports on Duke
Energy Corporation or Duke Energy Kentucky by February 22, 2008, they will be

provided at a later date.

WITNESS RESPONSIBLE: Stephen G. De May
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Summary:

Duke Energy Corp.
Credit Rating:  A-/Stable/NR

Rationale

The ratings on Duke Energy reflect the consolidated credit profiles of its operating subsidiaries. Duke Energy's
business risk profile is strong ('S') and its financial profile risk is viewed as intermediate. The company's business
risk profile is supported by stable, regulated electric utility operations in five states that account for more than 85%
of cash flow, regulatory environments that are generally supportive of credit quality, service territories with
demographics that range from average to attractive, and rates that are competitive for the regions of operation. The
business risk profile is further supported by management that is committed to credit quality and has consistently
delivered on a timely basis in its efforts to reduce business risk and improve credit quality.

These strengths are tempered by the need to spend significant capital (about $14.6 billion from 2008 through 2010)
to address environmental, maintenance, and growth needs, the bulk of which is for the regulated electric operations;
residual exposure to international operations that contribute about 10% of operating income; and some uncertainty
as 1o how the regulatory environment will evolve in Ohio after 2008 when Duke Energy Ohio's current rate
stabilization plan ends.

Standard & Poor's views the regulatory environments of the operating subsidiaries as generally supportive of credit
quality in light of reasonable allowed returns, timely recovery of fuel and purchased-power costs, and recovery of
various environmental-related compliance costs. Given Duke Energy's plan to spend about $11.875 billion during
the next three years for the regulated utility operations, timely and adequate recovery of all prudent and approved
costs will be important to support credit quality. The ratings are based on expectation that Duke Energy won't
pursue any large or significant new generation projects unless it has the necessary regulatory approvals and certainty
that any related costs will be recovered. Standard & Poor's also expects that Duke Energy will reach some
arrangement in Ohio to address the pending termination of the utility's current rate stabilization plan (RSP) in 2008,
likely through a longer-term extension and a framework to buy or build new generation to address increasing
demand. Importantly, any successor to the RSP is expected to continue to allow full cost recovery, mitigating risks
to the utility's financial profile.

Standard & Poor's ascribes higher business risk to Duke Energy's international operations, due to the uncertainty of
the local regulatory environments, espegially in Brazil, and the company's residual interest in real estate development
operations, in which Duke Energy is not expected to provide any financial assistance.

Duke Energy's consolidated financial risk profile should remain adequate for the rating as well as consistent with
recent financial performance over the intermediate term. For the 12 months ended Sept. 30, 2007, Duke Energy
generated $4.4 billion in adjusted funds from operations (FFO) leading to adjusted FFO interest coverage of 5.9x
and adjusted FFO to debt of 33%, measures that are strong for the rating. Total adjusted debt for the period was
$13.4 billion, leading to debt leverage of 38.7%. Duke Energy's financial risk profile is intermediate which should
provide the company with some flexibility as it embarks on its large capital spending program over the next three
years.

Standard & Poor’s RatingsDirect | December 10, 2007 2
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Page 3 of 23

Summary; Duke Energy Corp.

Short-term credit factors
The short-term rating on Duke Energy is 'A-2' and largely reflects the company's corporate credit rating, along with
strong liquidity and stable regulated utility operations that generate the bulk of cash flow.

Duke Energy's liquidity is strong in light of expected annual debt maturities of about $521 million for the remainder
of 2007, $1.54 billion in 2008, and about $943 million in 2009. As of Sept. 30, 2007, Duke Energy had a $2.65
billion master credit facility maturing in 2012 with $1.81 billion still available. The master credit facility contains a
sub-limit of $850 million for Duke Energy, $800 million for Duke Energy Carolinas, $500 million for Duke Energy
Ohio, $400 million for Duke Energy Indiana and $100 million for Duke Energy Kentucky. Duke Energy's liquidity
is further enhanced by $1.58 billion of cash and short-term investments.

Qutlook

The stable outlook on Duke Energy reflects the company's strong business risk profile and expectations of credit
protection measures over the intermediate term that support the current ratings. Given Duke Energy's increasing
focus on regulated operations, Standard & Poor's expects that the company will be able to arrive at constructive
regulatory decisions so as to avoid meaningful increases in business risk, and thereby preserve its financial profile.
Should business risk increase (either through a material, unfavorable regulatory outcome or the pursuit of
unregulated operations) or the financial profile weaken, the outlook will be revised to negative and ratings may be
lowered. A higher rating is currently not contemplated, especially in light of Duke Energy's large capital spending
program.

www.standardandpoors.com/ratingsdirect 3
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Copyright © 2007, Standard & Poors, a division of The McGraw-Hill Companies, Inc {S&P} S&P and/or its third party licensors have exclusive proprietary rights in the data or
information provided herein. This data/information may only be used internally for business purposes and shail not be used for any unlawful or unauthorized purposes
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Major Rating Factors

Strengths:
¢ Regulated electric and gas operations provide more than 85% of total ”A-/S;;ble/Nﬁ "
operating income.
¢ Regulated operations are jurisdictions with generally constructive regulatory
environments.
o Service territory is large and diverse with largely attractive markets and
above-average customer growth.
e Large and efficient regulated power generation fleet with well-managed
nuclear and coal plants affording some fuel diversity, and providing for
competitive rates that lead to above-average competitive position.

Weaknesses:

e Uncertainty as to how the regulatory environment will evolve in Ohio subsequent to 2008, once Duke Energy
Ohio's rate-stabilization plan ends.

o Significant capital spending to address environmental and growth needs necessitates timely recovery of expenses
to preserve strong cash flow generation.

¢ International operations introduce a measure of political and currency risk.

Rationale

The ratings on Duke Energy reflect the consolidated credit profiles of its operating subsidiaries. Duke Energy's
business risk profile is strong ('5') and its financial profile risk is viewed as intermediate. The company's business
risk profile is supported by stable, regulated electric utility operations in five states that account for more than 85%
of cash flow, regulatory environments that are generally supportive of credit quality, service territories with
demographics that range from average to attractive, and rates that are competitive for the regions of operation. The
business risk profile is further supported by management that is committed to credit quality and has consistently
delivered on a timely basis in its efforts to reduce business risk and improve credit quality.

These strengths are tempered by the need to spend significant capital (about $14.6 billion from 2008 through 2010)
to address environmental, maintenance, and growth needs, the bulk of which is for the regulated electric operations;
residual exposure to international operations that contribute about 10% of operating income; and some uncertainty
as to how the regulatory environment will evolve in Ohio afrer 2008 when Duke Energy Ohio's current rare
stabilization plan ends.

Standard & Poor's views the regulatory environments of the operating subsidiaries as generally supportive of credit
quality in light of reasonable allowed returns, timely recovery of fuel and purchased-power costs, and recovery of
various environmental-related compliance costs. Given Duke Energy's plan to spend about $11.875 billion during
the next three years for the regulated utility operations, timely and adequate recovery of all prudent and approved
costs will be important to support credit quality. The ratings are based on expectation that Duke Energy won't

pursue any large or significant new generation projects unless it has the necessary regulatory approvals and certainty

Standard & Poor’s RatingsDirect | December 10, 2007 2
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that any related costs will be recovered. Standard & Poor's also expects that Duke Energy will reach some
arrangement in Ohio to address the pending termination of the utility's current rate stabilization plan (RSP) in 2008,
likely through a longer-term extension and a framework to buy or build new generation to address increasing
demand. Importantly, any successor to the RSP is expected to continue to allow full cost recovery, mitigating risks

to the urility's financial profile.

Standard & Poor's ascribes higher business risk to Duke Energy's international operations, due to the uncertainty of
the local regulatory environments, especially in Brazil, and the company's residual interest in real estate development

operations, in which Duke Energy is not expected to provide any financial assistance.

Duke Energy's consolidated financial risk profile should remain adequate for the rating as well as consistent with
recent financial performance over the intermediate term. For the 12 months ended Sept. 30, 2007, Duke Energy
gencrated $4.4 billion in adjusted funds from operations (FFO) leading to adjusted FFO interest coverage of 5.9x
and adjusted FFO to debt of 33%, measures that are strong for the rating. Total adjusted debt for the period was
$13.4 billion, leading to debt leverage of 38.7%. Duke Energy's financial risk profile is intermediate which should
provide the company with some flexibility as it embarks on its large capital spending program over the next three

years.

Short-term credit factors
The short-term rating on Duke Energy is ‘A-2' and largely reflects the company's corporate credit rating, along with
strong liquidity and stable regulated utility operations that generate the bulk of cash flow.

Duke Energy's liquidity is strong in light of expected annual debt maturities of about $521 million for the remainder
of 2007, $1.54 billion in 2008, and about $943 million in 2009. As of Sept. 30, 2007, Duke Energy had a $2.65
billion master credit facility maturing in 2012 with $1.81 billion still available. The master credit facility contains a
sub-limit of $850 million for Duke Energy, $800 million for Duke Energy Carolinas, $500 million for Duke Energy
Ohio, $400 million for Duke Energy Indiana and $100 million for Duke Energy Kentucky. Duke Energy's liquidity
is further enhanced by $1.5§ billion of cash and short-term investments.

Outlook

The stable outlook on Duke Energy reflects the company’s strong business risk profile and expectations of credit
protection measures over the intermediate term that support the current ratings. Given Duke Energy's increasing
focus on regulated operations, Standard & Poor's expects that the company will be able to arrive at constructive
regulatory decisions so as to avoid meaningful increases in business risk, and thereby preserve its financial profile.
Should business risk increase (either through a material, unfavorable regulatory outcome or the pursuit of
unregulated operations) or the financial profile weaken, the outlook will be revised to negative and ratings may be
lowered. A higher rating is currently not contemplated, especially in light of Duke Energy's large capital spending

program.,

Business Description

In April 2006, Duke Energy merged with Cinergy Corp. forming a holding company that owns four regulated
electric utilities serving 3.92 million customers in central and southern North Carolina, western South Carolina,

southwestern Qhio, central and southern Indiana, and northern Kentucky. In addition, the new entity serves
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551,000 gas customers in southwestern Ohio and northern Kentucky. These utilities are Duke Energy Carolinas
(about 50% of cash flow), Duke Energy Ohio (17%), Duke Energy Indiana (15%), and Duke Energy Kentucky
(5%). In addition, Duke Energy owns and operates about 4,100 MW of generation capacity in South and Central
America and owns an equity interest in National Methanol Co., a leading producer of methanol and methanol
tertiary butyl ether, in Saudi Arabia. The international operations contribute about 10% of cash flow. In September
2006, the company also monetized its interest in Crescent Resources, a real estate development venture, by selling
51% of the company and eliminating future funding needs. On Jan. 1, 2007, Duke Energy spun off its gas
transmission, distribution and processing operations forming Spectra Energy Corp.

Rating Methodology

The ratings on Duke Energy and its subsidiaries are based on Standard & Poor's consolidated rating methodology,
which reflects significant financial and operational inter-relationships among the rated entities. The consolidated
ratings on Duke Energy reflect a business risk profile that caprures the relative contribution to business risk and cash
flow of its subsidiaries. Without meaningful regulatory measures that can restrict the flow of funds in the company,
Standard & Poor's considers Duke Energy's consolidated financial profile, while still focusing on the financial

profiles of the stand-alone entities, to identify entities whose financial profile deviates from the consolidated one.

Business Risk Profile

Franchised electric operations
Duke Energy Carolinas LLC
Duke Energy Carolinas is Duke Energy's largest electric utility subsidiary, serving 2.325 million customers in central

and southern North Carolina and western South Carolina and providing about 50% of rotal cashflow.

The North Carolina Utility Commission (NCUC) and the South Carolina Public Service Commission (SCPSC)
regulate Duke Energy Carolinas in their respective jurisdictions. Standard & Poor's views the regulatory
environments as generally supportive of credit quality, providing the ability to earn satisfactory returns while
recovering prudently incurred capital expenditures and fuel costs while working with the utilities to constructively
address new generation needs through various cost recovery frameworks.

In North Carolina, Duke Energy Carolinas' rates are frozen until the end of 2007 as part of the Clean Air legislation
that was passed in early 2002. Under the rate freeze period, Duke Energy Carolinas was allowed accelerated
recovery of environmental capital expenditures through existing amortizations. The legislation required that at least
70% of such expenditures be recovered from 2003 to 2009. As of Sept. 30, 2007, Duke Energy Carolinas had
incurred $1.14 billion in expenditures and recovered $1.05 billion through amortizations, with total costs for
compliance estimated at $2 billion. In November 2007, the NCUC approved a settlement relating to Duke Energy
Carolina's June 2007 rate filing requesting a $140 million increase (3.6%) effective Jan. 1, 2008. The approval
requires an annual rate reduction of $287 million that includes an earlier agreed upon reduction of $233 million
reached through a settlement between the company and intervenors, and addresses two remaining issues: the
treatment of ongoing savings resulting from Duke Energy’s merger with Cinergy, 42% of which will be shared with
ratepayers ($46 million) over three years and 58% ($80 million) of which will be recovered by the company during
2008; the recovery of development costs related to GridSouth over 010 years; and the elimination of earnings
sharing under the bulk power marketing arrangement. The settlement also provided for discontinuation of the
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environmental amortizations under the rate freeze instead requiring the capitalization of costs above the currently
incurred $1.05 billion (another $950 million) and recovering them through a later rate filing. Finally, the settlement
included a return on capital of 8.57% with an associated ROE of 11% (down from 12.5%) on a capital structure of
53% equity and 47% debt. Although the rate reduction will contribute to a modest drop in cash flow, it also
provides rate stability for the intermediate term while the company is pursuing its capital spending program. The
NCUC is expected to approve the settlement by the end of 2007.

The NCUC provides Duke Energy Carolinas with an annually updated fuel clause adjustment mechanism that
ensures relatively timely recovery of fuel costs and avoids the accumulation of material fuel cost deferrals.

In March 2007, the NCUC issued an order giving 'general assurance' to Duke Energy Carolinas that it is
appropriate for the company to conduct development work for a new nuclear plant. Significantly, the order provides
that any nuclear development costs can be recovered as part of a future rate case, even if the company decides not to

pursue construction of a new nuclear plant.

In May 2007, Duke Energy Carolinas filed an energy efficiency plan with the NCUC that recognizes energy
efficiency as a resource alternative ('fifth fuel') to be part of a company's resource portfolio. The plan would
compensate Duke Energy Carolinas for verified reductions of energy use while linking energy efficiency to the
retirement of older, polluting plants. Customers would pay for energy efficiency through an annually adjusted rider
based on the avoided cost of generation not needed. A hearing is expected in 2008.

In South Carolina, energy legislation was passed in May 2007 that provides for recovery of re-agent costs consumed
in removal of SO2 and NOx through an annually adjusted fuel clause mechanism. Importantly, the legislation
provides assurance of recovery of costs related to the project development of new nuclear generation, recovery of
construction costs for new nuclear of coal fired base load generarion in rates during construction and recovery of
financing costs during construction for such generation. While similar legislation was passed in North Carolina,
such legislation allows for cost recovery through a rate filing once the project is completed.

The SCPSC allows Duke Energy Carolinas an ROE of 12.25% on a capital structure with a 55% equity layer
ensuring sufficient cash flow generation. Fuel costs are recovered through an annually adjusted fuel clause
mechanism. There are no active efforts to restructure the electric utility industry in North or South Carolina,
implicitly providing a measure of support to credit quality because it reinforces the company's natural monopoly
position.

The 2.33 million customer base is diverse and large, of which residential and commercial account for about 71% of
2006 revenues and 62% of energy sales. Exposure to textile customers is continuing to decline, while exposure to
other industrial customers (16% of revenues, 23% of sales in 2006) has not changed materially over the years.
Overall customer growth has been strong at 2%. The system load factor is attractive at 58%.

Total generation capacity is 19,208 MW, and is dominated by coal-fired (7,754 MW) and nuclear power plants
(Catawba, McGuire, Oconee 5,020 MW), which generate 97% of the electricity used. Nuclear fleet capacity
availability remains strong at 90% but is down from prior year's due to refueling outages, reflecting Duke Power's
high standards of maintenance and moderating the nuclear exposure. In response to increasing load, Duke Power is
considering the potential for an additional nuclear power plant at the William States Lee Il site in Cherokee
County, 5.C. The company is preparing an application for submission to the NRC in 2008 for two Westinghouse
AP1000 units, each of which is capable of producing 1,117MW. Given the significant capital cost of such a project,
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Standard & Poor's does not expect that Duke Energy will proceed with construction of new nuclear units until it
has clear and certain framework to recover the related expenses, a long-term waste storage solution, and a firm and

finalized reactor design to avoid undue delays and cost escalations.

To address more immediate load needs, Duke Energy Carolinas acquired an 825MW combined cycle plant in North
Carolina and received a certificate of public convenience and necessity (CPCN) for a single 800MW coal-fired unit
at the Cliffside Steam Station, N.C., with a total construction cost of $1.93 billion (including AFUDC). The order
provides for updates in the construction costs, and Duke Energy Carolinas filed an updated cost estimate of $1.8
billion excluding $600 million of AFUDC. In July 2007, Duke Energy Carolinas entered into an EPC agreement
with The Shaw Group valued at $1.29 billion, of which $950 million relates to the new Cliffside Station, with the
remainder related to a flue gas desulfurization system for an existing Cliffside unit. Duke Energy Carolinas also
plans to file CPCN applications for two 600-800MW combined cycle units at the existing Dan River Steam Station
and Buck Steam Station sites.

The company has an above-average competitive position, because not only is it the incumbent provider of electricity
in its service territory, but also it has low rates relative to state and national averages. Given the good performance
of the nuclear and coal facilities, it is expected that the rate advanrage will continue providing a measure of rate

setting flexibility.

Duke Energy Obhio, Inc.

Duke Energy Ohio serves about 680,000 electric and 515,000 gas customers in southwest Ohio, including
Cincinnati. The customer base is stable and largely residential, with a diverse mix of industrial customers,
demonstrating very modest growth. No customer accounts for more than 10% of operating revenues.

The electric utility industry in Ohio has been restructured, but Duke Energy Ohio has not had to sell its power
plants to a third party, leading to notional unbundling. As part of the transition to competition and given the lack of
a fully developed retail supply market, the output of Duke Energy Ohio's generation facilities is sold back to those
distribution customers who have not selected an alternative electricity supplier. Duke Energy Ohio operates under a
rate stabilization plan (RSP), market based standard service offer (MBSSO) that ends in December 2008, and which
has certain aspects that support credit quality, including the ability to recover costs on a timely basis without
accruing material power cost-related deferrals. Under the RSP arrangement, Duke Energy Ohio can recover
predetermined amounts for fuel and emissions allowances (Annually Adjusted Component; AAC), certain
purchase-power costs (System Reliability Tracker; SRT), and variations in these costs through a quarterly fuel-clause
adjustment mechanism. In addition, Duke Energy Ohio can recover all related environmental compliance,
transmission, and congestion costs. Although the current framework reduces uncertainty and ensures a measure of
cash flow stability, lack of a clearly defined succession plan for the RSP creates uncertainty for Duke Energy Ohio,
especially in light of different approaches proposed by competing utilities in the state. In an effort to reduce this
uncertainty, Duke Energy Ohio has proposed an extension to its RSP until 2010 and is currently awaiting a response
from the Public Utility Commission of Ohio (PUCO). Without an RSP extension or regulatory action that ensures a
steady revenue stream, Duke Energy Ohio's generation portfolio could potentially be exposed to the risks associated

with operating in an open-market environment and be subject to margin volatility.

Separately from the RSP, Duke Energy Ohio received a $51 million rate increase in early 2006 to reflect capital
additions to its electric distribution system.

In October 2007, the PUCQO affirmed the MBSSO and maintained the current level of prices after it was initially
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appealed by intervenors. The ruling provided for continuation of existing cost recovery rate components, rescinded
the requirement that Duke Energy Ohio transfer its generation assets to an exempt wholesale generation company,
and required the company to retain ownership through the end of the RSP period.

The Ohio Senate introduced Senate Bill 221 in September 2007 that if enacted would expand the PUCQO's authority
to implement a revised energy policy, regulate electric distribution prices for standard service, and implement energy
efficiency standards. SB221 would allow electric distribution companies to purse a market option (based on a
competitive bidding process) or an Electric Security Plan option (allow recovery of specified costs) for electricity
supply with the PUCO reserving the right to require implementation of a particular option. On Oct. 31, 2007, the
Ohio Senate passed SB221, which is currently pending before the Ohio House.

Duke Energy Ohio requested an increase of $34million (5.7%) in July 2007 for the gas distribution operations to be
effective in the spring 2008. The company also requested continuation of a tracker for accelerated main
replacement. Changes in the cost of gas for the distribution companies are passed-through to cusromers for Duke
Energy Ohio and Duke Energy Kentucky on a dollar-for-dollar basis under the gas cost-recovery mechanism that is
mandated under state law.

The legacy Duke Energy Ohio generation assets used to serve its customers are managed by the company's
unregulated arm and total about 4,000 MW of mostly coal-fired generation (62% by capacity). The assets are
well-managed, providing a favorable cost structure with electric rates that are competitive with regional and
national averages. However, rates may rise as Duke Encergy Ohio addresses various necessary
environmental-compliance measures. The company's exposure to volatile commodity prices is mitigated through
long-term fixed-price fuel contracts and purchases of emission allowances, as well as through the fuel cost-recovery
mechanism in the RSP.

Duke Energy Indiana, Inc.
Duke Energy Indiana is a fully integrated electric utility serving a large customer base of about 770,000 customers in

central and southern Indiana that demonstrates modest growth characteristics. The customer base consists of
residential, agricultural, and diversified industrial customers, all of which are potentially more sensitive to increasing

rates. No customer accounts for more than 10% of operating revenues.

The regulatory environment is viewed as very constructive and there are no plans for deregulation, providing further
support to credit quality. Duke Energy Indiana recovers fuel costs through a monthly fuel-clause adjustment
mechanism, purchased-power costs not captured in the fuel-clause adjustment mechanism through a
purchased-power tracker, and substantially all emissions-compliance costs through an emissions tracker. The
fuel-clause adjustment mechanism has allowed Duke Energy Indiana to address the increasing cost of coal supplies.
The company can also recover all transmission costs related to participation in the Midwest Independent System
Operator. In mid-2006, Duke Energy Indiana received approval from the Indiana Utility Regulatory Commission
{TURC) to recover costs, including financing; operating and maintenance; and depreciation, related to $1.1 billion in
environmental capital spending, providing support to credit quality. In addition, in October 2007, Duke Energy
Indiana received approval from the IURC to pursue construction of a 630MW IGCC plant in Edwardsport, Ind., at
a rotal cost of about $2 billion including AFUDC, with such costs offset by about $460 million in local, state, and
federal tax incentives. The company still needs an air permit, after which construction could begin in 2008 with an
estimated completion date of 2012. The ITURC directed Duke Energy Indiana to also develop carbon capture and
storage plans and related cost studies.
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Duke Energy Indiana’s generation fleet consists of 7,279 MW of mostly coal-fired generation capacity (70% by
capacity).

Duke Energy Kentucky, Inc.

Duke Energy Kentucky is a subsidiary of Duke Energy Ohio, operating in Kentucky. The company operates under a
constructive regulatory environment with no plans for deregulation. Duke Energy Kentucky's electric rates were
increased by $49 million starting January 2007 in response to a May 2006 rate filing which also reestablished the
use of a quarterly fuel clause adjustment mechanism. The rate increase addresses rate base additions and the
contribution of 1,100 MW of generation capacity (at a book value of $376 million) from Duke Energy Ohio. Since
the generation assets have historically been used to serve Duke Energy Kentucky's customers via contracts, their
inclusion in the company's rate base provides for greater rate certainty and assurance of cost recovery. Duke Energy
Kentucky is currently employing a tracker mechanism for gas main replacement costs which is under appeal. Duke
Energy Kentucky attempts to mitigate gas cost volatility by prepurchasing between 20% and 75% of its
winter-heating season base-load gas requirements, and up to 50% of summer season base-load gas requirements,

under an arrangement approved by regulators.

Duke Energy Kentucky serves a small, modestly growing customer base of about 130,000, and has well-managed
plants and a favorable cost structure providing for electric rates that are below regional and national averages.

About two-thirds of revenues are from electric operations, while the balance is from natural gas.

International, real estate operations and other

Through its international energy business unit, Duke Energy International (DEI) owns, operates, or has interests in
about 4,100 MW of generation facilities, primarily in Central and South America. Standard & Poor's views the
overall international portfolio as having a high business-risk profile, mainly due to political and currency risks of the
investments in Latin America. Political risk exists as DEI manages changing regulatory and political environments in
the countries where it operates, especially Brazil, Peru, and Argentina which represent the bulk of its investment.
During 2006, international operations contributed about 10% of operating income.

In September 2006, Duke Energy monetized its investment in Crescent Resources, a real estate developer with
operations in the southeastern and southwestern U.S. Duke Energy currently owns 49% of Crescent Resources, and
the monetization has materially reduced business risk and eliminated any related funding requirements for Duke
Energy. Standard & Poor's views distributions from Crescent, which are not expected to be material, as part of
Duke Energy's cash from operations.

Duke Energy has shed the majority of its unregulated operations, most notably the merchant generation assets and
related proprietary trading and marketing operations. These disposals materially improved the consolidated business
risk profile, and significantly reduced the need for collateral and excess liquidity that was necessary to deal with
volatile market prices.

Financial Risk Profile

Accounting

Duke Energy's financial statements are prepared under U.S. GAAP. The company benefits from the use of regulatory
accounting SFAS 71 (accounting for the effects of certain types of regulation), under which some incurred costs or
benefits that will probably be recovered or refunded in customer rates are deferred and recorded as regulatory assets
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or liabilities. Regulatory accounting applies to all of their operations, except for Duke Energy Ohio's generation
assets. Duke Energy had total regulatory assets of $2.6 billion as of Sept. 30, 2007, reflecting assets expected to be
recovered in future rates.

Standard & Poor's makes adjustments for certain off-balance-sheet items by capitalizing operating leases,
purchase-power agreements, and under-funded pension obligations. Purchase power capacity payments are not
material for Duke Energy and no related debt is imputed. For 2006, Standard & Poor’s computes off-balance-sheet
adjustments totaling abour $1.635 billion, including $1.134 billion of postretirement benefit obligations (these
incorporate amounts related to Spectra Energy, which Duke Energy spun off effective Jan. 1, 2007, and are
consolidated in the company's year-end 2006 financial statements) and $516 million of capitalized operating leases.
Duke Energy's $300 million receivables-securitization facility is not explicitly added back because it is already
consolidated in the company's financial statements. Cinergy's accounts receivable program, which would be an
off-balance-sheet obligation, had $363 million outstanding as of Dec. 31, 2006, after deducting retained interests of
$210 million.

As per SFAS 142 (goodwill and other intangible assets), Duke Energy did not record any goodwill impairment
during 2007. As of Sept. 30, 2007, Duke Energy had $4.65 billion of goodwill, representing about 9.5% of total
assets.

For the first nine months of 2007, Duke Energy contributed $412 million to its pension funds, which Standard &
Poor's views as reducing FFO.

Duke Energy’s assets outside the U.S. are material and affect the company's financial statements through foreign
exchange translation. As a result, for the year ended Dec. 31, 2006, Duke Energy's total equity increased by about
$109 million due to favorable foreign currency translation.

Table 1

--Fiscal year ended Dec. 31, 2006--

Duke Energy Corp. reported amounts

Operating Operating Operating

income income income Casfiflow Cash flow
Shareholders’ (before {before {after Interest from from Capital
Debt equity D&A) D&A) D&A) expense operations operations expenditures
Reported 19,840.0 26,1020 50235 50235 28322 13103 39370 39370 37573
Standard & Poor's adjustments
Operating leases 5165 - 97.5 331 331 331 64.4 64.4 - 2271
Postretirement 11343 - 700 700 700 - 800 800
benefit
obligations
Capitalized - - - - - 56 0 (56.0) {56.0) {56 0)
interest
Reclassification - - - - 1,126 6 - - - -
of nonoperating
income
{expenses)
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Table 1

Reclassification - . . . 56 1
of

working-capital

cash flow

changes

Minority Interest - 7023

Total 16507 7023 1675 1031 12297 891 88.3 1444 1711
adjustments

Standard & Poor's adjusted amounts

Operating
income Cash flow
(before Interest from Fuads from Capital
Debt Equity D&A) EBITDA EBIT expense operations operations expenditures
Adjusted 21,490.8 26,804.3 51910 5,126 6 40620 13994 40253 4,0815 39283

*“Duke Energy Corp reported amounts shown are taken from the company’s financial statements but might include adjustments made by data providers or
reclassifications made by Standard & Poor's analysts Please note that two reported amounts {operating income before D&A and cash flow from operations) are used to
derive more than one Standard & Poor's-adjusted amount {operating income before D&A and EBITDA, and cash flow from operations and funds from operations,
respectively} Consequently, the first section in some tables may feature duplicate descriptions and amounts
Corporate governance/Risk tolerance/Financial policies
Standard & Poor's views Duke Energy's financial policy as moderate in light of the company's consistent efforts to
improve its financial profile through significant debt repayment, and fund capital spending largely through internally
generated cash flows. Furthermore, Duke Energy's acquisition of Cinergy was funded with equity, eliminating the
need for additional debt, other than Cinergy's debt that was assumed as part of the transaction. Furthermore, Duke
Energy's management has demonstrated commitment to credit quality by disposing of higher risk operations while

focusing on the company's core competencies in the regulated utility environment.

Cash flow adequacy

Duke Energy's consolidated cash flow generation should benefit from the expanded and stable franchised electric
and gas operations, With the exit of the various unregulated businesses, Duke Energy's cash flow generation should
become materially more stable and predictable. For the 12 months ended Sept. 30, 2007, Duke Energy generated
$4.4 billion of consolidated FFO, leading to adjusted FFO interest coverage of 5.9x, which is strong for the rating.
Adjusted FFO to total debt was about 33% during that same period.

Duke Energy's capital expenditures for the 12 months ending Sept. 30, 2007, have totaled about $3.65 billion,
mostly directed toward the regulated electric and gas operations, leading to net cash flow to capital spending of
about 88%, indicating that dividend and capital spending are largely internally funded. FFO should benefit over the
intermediate term as a result of Duke Energy's decision to provide the majority of agreed-on merger-related
customer credits and rebates of about $240 million in the first year of operations during 2006.

Capital structure/Asset protection

As a result of consistent debt repayments and the spin-off of Spectra Energy in January 2007, Duke Energy's debt
leverage has improved materially, declining to 38.7% on Sept. 30, 2007, including various off-balance-sheet
obligations such as leases and under-funded pension obligations. Given Duke Energy's significant capital spending
program over the next three years, debt leverage could rise but still provide the company with sufficient headroom
for the current rating.
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Duke Energy's capital structure had no preferred securities as of Sept. 30, 2007. Variable rate debt rotaled $1.299
billion or about 11% of total reported debt outstanding. As of the same date, Duke Energy had about $4.6 billion
of goodwill (9.5% of total capirtal} stemming from the merger with Cinergy and recent wind power acquisitions,

In light of Duke Energy's strong liquidity, debt maturities are manageable with $521 million remaining for 2007,
$1.54 billion in 2008, $943 million in 2009, $695 million in 2010, and $246 million in 2011.

Table 2

Industry Sector: Utilities

--Average of past three fiscal years--

Duke Energy Corp. Progress Energy Inc.  SCANA Corp. Southern Co - Deconsolidated

Rating as of Sept. 5, 2007 A-/Stable/NR BBB+/Stable/A-2 A-/Stable/NR  A/Stable/A-1

(Mil. $)

Revenues 18,006.6 9.816.7 4,408.3 12,4599
Net income from cont. oper 1.958.0 664 7 2937 1,4477
Funds from oper. {FFO) 3.8052 1,864 1 8204 33808
Capital expenditures 28044 15354 4777 2,2690
Cash and investments 17999 4257 1217 2181
Debt 19.186.2 12,1774 36538 14,9328
Preferred stock 447 183.3 1143 9852
Common equity 19,1933 8.0390 25762 94730
Total capital 39,4033 20,4294 6,344 3 26,2921
Adjusted ratios

EBIT interest coverage (x) 32 21 25 38
FFQ interest coverage {x) 39 36 47 55
FFO/debt (%) 19.8 153 225 22.6
Discretionary cash flow/debt (%) 1 (32) (10) (4.2}
Net cash flow/capex (%) 907 830 1336 994
Debt/total capital (%} 48.7 596 576 56.8
Return on common equity (%) 107 82 108 140
Common dividend payout ratio {un-adj.} {%) 64.4 878 615 68.9

*Fully adjusted (including postretirement obligations)

Table 3

Industry Sector: Utilities

--Fiscal year ended Dec. 31--

2006 2005 2004 2003 2002
Rating history BBB/Positive/NR BBB/Stable/A-2 BBB/Positive/A-2 BBB+/Negative/A-2  A/Negative/A-1
(Mil. $)
Revenues 16,7248 16,746 0 20,549.0 18,0210 16,1890
Net income from cont oper 2,0891 25330 1,2520 710 12950
Funds from oper {FFO) 40815 3157 42185 40256 35416
www standardandpoors.com/ratingsdirect 11
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Duke Energy Corp.

Table 3

3,928 3 22709 22141

Capital expenditures

657 5 854

Cash and investments 24048 11430 1.852.0 1,160.0 8740
Debt 21,4908 16,7705 19,297 4 224367 22,9629
Preferred stock 00 00 1340 1340 1,565 0
Commen equity 26,1020 156116 15,866.4 13.4893 14,5876
Total capital 48,2951 331311 36,7838 37,7610 41,0295
Adjusted ratios

EBIT interest coverage {x) 29 42 26 11 25
FFO interest coverage {x) 38 37 41 39 38
FFO/debt (%) 190 186 219 179 154
Discretionary cash flow/debt (%]} (71 (22} 48 16 {5.4)
Net cash flow/capex (%) 628 88.5 1424 g 5386
Debt/total capital {%) 445 50 6 525 594 560
Return on common equity {%) 93 150 80 0.3 87
Common dividend payout ratio {un-adj } (%) 773 434 851 14803 706

*Fully adjusted (including postretirement obligations)

Duke Energy Corp.

Corporate Credit Rating A-/Stable/NR
Corporate Credit Ratings History

21-May-2007 A-/Stable/NR
25-May-2006 BBB/Positive/NR
04-Apr-2006 BBB/Stable/NR
15-Sep-2005 BBB/Stable/A-2
10-May-2005 BBB/Watch Neg/A-2
24-Feb-2005 BBB/Stable/A-2
22-Dec-2004 BBB/Positive/A-2
10-Feb-2004 BBB/Stahle/A-2
17-Jun-2003 BBB+/Negative/A-2
31-Jan-2003 A-/Negative/A-2
13-Dec-2002 A/Negative/A-1
Business Risk Profile 1 2 3 456
Financial Risk Profile Intermediate

Debt Maturities

{Excluding those of Spectra Energy Corp )
2007 $521 mil. (as of Oct 2007}

2008 $1.54 bil.

2009 $943 mil.

2010 $695 mil

2011 $246 mil.

*Unless otherwise noted, all ratings in this report are global scale ratings Standard & Poor's credit ratings on the global scale are comparable across countries. Standard
& Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country

Standard & Poor’s RatingsDirect | December 10, 2007 12
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Copyright © 2007, Standard & Poars, a division of The McGraw-Hill Companies, inc (S&P} S&P and/or its third party licensors have exclusive proprietary rights in the data or
information provided herein This data/information may only be used internally for business purposes and shali not be used for any unlawful or unauthorized purposes
Dissemination, distribution or reproduction of this data/information in any form is strictly prohibited except with the prior written permission of S&P. Because of the
possibility of human or mechanical error by S&P, its affiliates or its third party licensors, S&P, its affiliates and its third party licensors do not guarantee the accuracy,
adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for the results obtained from the use of such information. S&P
GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall S&P, its affiliates and its third party licensors be liable for any direct, indirect, special or consequential damages in connection with subscribers or
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party of information or software is terminated

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to preserve the independence and objectivity
of ratings opinions The credit ratings and observations contained herein are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or
sell any securities or make any other investment decisions Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion
contained herein in making any investment decision Ratings are based on information received by Ratings Services Other divisions of Standard & Poor's may have
information that is not available 1o Ratings Services Standard & Poor's has established policies and procedures to maintain the confidentiality of non-public information
received during the ratings process

Ratings Services receives compensation for its ratings. Such compensation is normatly paid either by the issuers of such securities or third parties participating in marketing
the securities. While Standard & Poor’s reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions to its publications
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Any Passwords/user 10s issued by S&P to users are single user-dedicated and may ONLY be used by the individual to whom they have been assigned No sharing of
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Duke Energy Credit Ratings as of December 31, 2007 '

Duke Energy Corporation

Corporate Credit Rating
Issuer Rating
Commercial Paper

Duke Energy Carolinas, LLC

S&P Risk Profiles :

Case No. 2007-00477
Attach, KyPSC-DR-02-039(a)
Page 19 of 23

First Mortgage Bonds
Senior Unsecured
Commercial Paper

Cinergy

Senior Unsecured

Duke Enerqy Ohio, Inc.

Senior Secured Debt
Senior Unsecured

Duke Energy Indiana, inc.

Senior Secured Debt
Senior Unsecured

Duke Enerqy Kentucky, Inc.

Senior Unsecured

Business Risk Financial Risk S& P Moody's DBRS *
Excellent Intermediate Stable Positive Positive
A- NA NA
NA Baa2 BBB
A-2 P-2 NA
Excellent Intermediate Stable Positive Stable
A A2 A
A- A3 A(low)
A-2 P-2 R-1{low)
Excellent Intermediate Stable Positive Stable
BBB+ Baa2 BBB(high)
Excellent Intermediate Stable Positive Stable
A A3 Alow)
A- Baal A(low)
Excellent Intermediate Stable Stable Stable
A A3 A(low)
A- Baat BBB(high)
Excellent Intermediate Stable Positive Stable
A- Baat A(low)

' Duke Energy Corporation, prior to the Cinergy merger, terminated the contract with Fitch to rate its securities effective September 30,
2003, The contract with Fitch to rate Cinergy and its subsidiaries was terminated effective July 31, 2006. Effective June 20, 2007, Fitch

terminated its rating coverage of Duke Energy and its subsidiaries

2 On November 30, 2007, S&P U.S. Utilities & Infrastructure Ratings practice began using the business risk/financial risk matrix used by
S&P's Corporate Ratings group to align all corporate ratings. Rather than indicating business risk on the familiar 10-point scale as it has in
the past, S&P now ranks business risk under a 5 category scale with "Excelient" representing the fowest business risk, and financial risk

under a 5 category scale with "Intermediate” representing the midpoint for financial risk.

3

DBRS initiated ratings on Duke Energy in October 2003, on Cinergy, Duke Energy Ohio, Duke Energy Indiana and Duke Energy

Kentucky in September 2005, and on Duke Energy Carolinas in April 2006 without the companies’ request for these ratings.
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Ratings

Duke Energy Corp.

Current Ratings

Issuer Ratings

Date Rating
Issuer Credit Rating

Global Scale Rating:Foreign Currency 21-May-2007 A-/Stable/NR
Global Scale Rating:Local Currency 21-May-2007 A-/Stable/NR

Commercial Paper

Description Rating Date
4(2) CP prog auth amt US$1.5 bil
Global Scale Rating A-2 28-Jun-2007
Preferred Stock

Description Rating Date

Shelf Sr Unsecd/Pfd Stk Debt Filed Under SEC
Rule 415 Registered-10/03/2007 (Reg:333-
146483): pfd stk (prelim)

Global Scale Rating B8BB(prelim) 07-Nov-2007
Senior Unsecured

Description Rating Date

Shelf Sr Unsecd/Pfd Stk Debt Filed Under SEC
Rule 415 Registered-10/03/2007 (Reg:333~
146483): sr unsecd (prelim)

Global Scale Rating BBB+(prelim) 07-Nov-2007

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to
preserve the independence and objectivity of ratings opinions, The credit ratings and observations contained herein are solely statements
of opinion and not statements of fact or recommendations to purchase, hold, or sell any securities or make any other investment
decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion contained herein
in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard & Poor's
may have information that is not available to Ratings Services. Standard & Poor's has established policies and procedures to maintain the
confidentiality of non-public information received during the ratings process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third
parties participating in marketing the securities. While Standard & Poor's reserves the right to disseminate the rating, it receives no
payment for doing so, except for subscriptions to its publications. Additional information about our ratings fees is available at

www standardandpoors.com/usratingsfees,

Dates are effective dates of ratings and publication in New York. Owing to the securities law regulations, there may be a delay in the

updating of this page compared to the information on the What's New Page. RatingsDirect does not publish ratings history prior to January
1, 1990.

https://www.ratingsdirect.com/Apps/RD/controller/Ratings?entity _id=100702&viewkey=83... 1/3/2008
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Ratings

Duke Energy Kentucky Inc.

Current Ratings

Issuer Ratings

Date Rating

Issuer Credit Rating
Global Scale Rating:Foreign Currency 21-May-2007 A-/Stable/--
Global Scale Rating:Local Currency 21-May-2007 A-/Stable/--

Senior Secured

Description Rating Date

US$500 mil shelf Sr Secd/Sr Unsecd Debt filed
under SEC Rule 415 on 08/08/2005: sr secd
(prelim)

Global Scale Rating A+{prelim) 21-May-2007
Senior Unsecured

cusip
Description Rating Date (CINS/ISIN)

US$500 mil shelf Sr Secd/Sr Unsecd Debt filed
under SEC Rule 415 on 08/08/2005: sr unsecd
{prelim)

Global Scale Rating A-(prelim) 21-May-2007

US$65 mil 6.2% deb due 03/10/2036 906888AS1
Global Scale Rating A- 21-May-2007

US$40 mil 5% deb due 12/15/2014 906888AQS5
Global Scale Rating A- 21-May-2007

US$50 mil 5.75% deb due 03/10/2016 906888AR3
Global Scale Rating A- 21-May-2007

US$20 mil 6.5% deb due 04/30/2008 906888AM4
Global Scale Rating A- 21-May-2007

US$20 mil 7.875% deb due 09/15/2009 906888AP7
Global Scale Rating A- 21-May-2007

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to
preserve the independence and objectivity of ratings opinions. The credit ratings and observations contained herein are solely statements
of opinion and not statements of fact or recormmendations to purchase, hold, or sell any securities or make any other investment
decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion contained herein
in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard & Poor's
may have information that is not available to Ratings Services. Standard & Poor's has established policies and procedures to maintain the
confidentiality of non-public information received during the ratings process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third

parties participating in marketing the securities. While Standard & Poor's reserves the right to disseminate the rating, it receives no
payment for doing so, except for subscriptions to its publications. Additional information about our ratings fees is available at

https://www.ratingsdirect.com/Apps/RD/controlier/Ratings?entity id=102406&viewkey=83... 1/3/2008
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KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-040
REQUEST:

Recognizing that utilities are generally opposed to the imposition of a renewables
portfolio standard (RPS), if such a standard were considered in Kentucky, what percent
do you believe would be realistic as a 2020 target? What factors, if any, would make it
easier or more difficult for Duke to meet a statewide standard, based on specific service
area considerations? If renewables projects are developed outside of the Duke Kentucky
service area, what are the major considerations, benefits, impediments to meeting an RPS
on this basis?

RESPONSE:

Duke Energy is not opposed to renewable mandates as long as they are practical,
affordable and set by state legislatures. For a complete Duke Energy position statement
on renewable portfolio standards see the following Company website:

http://www.duke-energy.com/environment/renewable-standards.asp

Before estimating a 2020 target the Company would recommend completing a
comprehensive study of renewable energy and energy efficiency potential for the State of
Kentucky. This would generally include consideration of renewable resources, impacts of
Energy Efficiency, customer cost, time line for mandate requirements and general
economic impacts to the State of Kentucky.

The study should be comprehensive to also included consideration of advance coal
technologies and nuclear to consider the long term view of low carbon technologies.
After the completion of a study an accurate estimate of a mandate percentage and
approach could be made based on available regional resources.

WITNESS RESPONSIBLE: James M. Lefeld






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky
Case No. 2007-00477
Date Received: January 3,2008
Response Due Date: January 14, 2008
KyPSC-DR-02-041
REQUEST:

Please provide any available forecasts on the potential for DSM within the Duke Energy
Kentucky service territory.

RESPONSE:

None available.

WITNESS RESPONSIBLE: Richard G. Stevie






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-042
REQUEST:

Please provide any available forecasts on the potential for utilization of renewables and
distributed generation within Duke’s Kentucky service area.

RESPONSE:

Duke Energy does not have any available forecasts regarding the availability of
renewable resources and distributed generation resources specifically for Kentucky. The
Company sees the need for state-specific research into these areas combined with Energy
Efficiency potential to adequately access the potential resources and customer impacts.

According to the U.S. Department of Energy Efficiency and Renewable Energy’s Wind
Powering America web site, the National Renewable Energy Laboratory (NREL) is
planning to validate a new wind map with higher resolution to improve the wind resource
potential for the Commonwealth of Kentucky. For more information see:

http://www.eere.energy.gov/windandhydro/windpoweringamerica/wind _maps.asp

This high resolution map should yield a better understanding of the wind potential for this
renewable energy source in the Commonwealth.

WITNESS RESPONSIBLE: James M. Lefeld


http://www.eere.energy.gov/windandhydro/windpoweringainerica/wind_maps




KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3, 2008
Response Due Date: January 14, 2008

KyPSC-DR-02-043
REQUEST:

Please describe the process by which computer-based models are deployed to run
sensitivity analyses in Duke’s IRP process.

Please describe the inputs to the modeling:
(a) Summarize all the cases run in the last IRP

(b) How are different supply-side and demand-side technologies pre-selected and
selected in the modeling process?

(c) What input variables are employed to run sensitivity analyses?
(d) What distributional assumptions are employed for each of these variables?

(e) What statistical measures are employed to quantify the impact of individual
input variables, and perhaps also combinations of variables, on results?

RESPONSE:

(a) The cases in the 2003 Duke Energy Kentucky IRP filing (Chapter 8, Section D)
were:

¢ Base Case

Higher Gas Price Sensitivity
Lower Gas Price Sensitivity
Capacity Oversupply Sensitivity
Higher Load Forecast Sensitivity
Lower Load Forecast Sensitivity

(b) Chapter 4 discusses the demand-side alternatives in detail. Chapter 5, Section F
of the 2003 Duke Energy Kentucky IRP filing discusses the supply-side
screening process in detail. Chapter 8 of the 2003 Duke Energy Kentucky IRP
filing discusses the process utilized to integrate the supply-side and demand-
side technologies resulting from the screening processes.



(c) The input variables that were changed from the Base Case conditions in the
sensitivity analyses included higher gas prices, lower gas prices, lower market
prices, higher load forecast, and lower load forecast to perform the sensitivities
listed in (a) above.

(d) The sources for the higher and lower gas prices utilized were the ICF High Case
and ICF Low Case fundamental forecasts performed for the Company,
respectively. The source for the lower market prices utilized was an ICF
Capacity Oversupply fundamental forecast case performed for the Company.
The Higher and Lower load forecasts utilized assumed an estimated 80%
confidence interval.

(¢) None were utilized in the 2003 Duke Energy Kentucky IRP.

WITNESS RESPONSIBLE: Diane L. Jenner






KyPSC Staff Second Set Data Requests
Duke Energy Kentucky

Case No. 2007-00477

Date Received: January 3,2008
Response Due Date: January 14, 2008

KyPSC-DR-02-044
REQUEST:

What is the variable that is optimized within Duke’s planning models? To the extent that
a model’s objective function is focused on minimizing cost of service, describe the
elements constituting the cost measure. To the extent the objective function embodies
components other than costs currently incurred by utilities (such as, for example, social
welfare impacts related to environmental and health costs), describe the justification for
their inclusion and the methodologies for estimating their values.

RESPONSE:

The plans produced by the optimization model that satisfy the reliability criteria were
ranked from lowest to highest cost Present Value Revenue Requirements (PVRR). The
costs included in PVRR are fuel, fixed and variable O&M, and emission allowance costs
for both existing and new resources, purchase costs, and the capital required for new
resources. No components other than costs currently incurred by utilities were included.

WITNESS RESPONSIBLE: Diane L. Jenner






