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Cincinnati, Ohio 45201-0960

Tel 513-419-1837
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July 16, 2009 ‘é%'i‘\h%ffé}g‘ﬁ

Mr. Jeff Derouen

Executive Director

Kentucky Public Service Commission
211 Sower Blvd

Frankfort, KY 40601

Re:  Inthe Matter of Application of Duke Energy Kentucky, Inc. For An Adjustment
of Gas Rates
Case No. 2009-00202

Dear Mr. Derouen:

Enclosed are an original and ten copies of Duke Energy Kentucky’s Responses to
Commission Staff’s First Data Requests in the above-referenced case. Please note that the
responses are contained in five volumes.

Also enclosed is a Petition for Confidential Treatment for several individual responses being
sent under seal. The redacted version of these responses is included in the filing and the unredacted

version is included in the sealed envelope stamped “Confidential.”

Please date stamp and return the extra copies of the Table of Contents, Petition and cover
letter in the enclosed self-addressed overnight envelope.

Very truly yours,

Dianne B. Kuhnell
Senior Paralegal

cc: Hon. Dennis G. Howard (w/encl.)
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RECEIVED

JUL 1¢ 2009
COMMONWEALTH OF KENTUCKY PUBLIC SERVIC
COMMISSION E
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
AN ADJUSTMENT OF THE GAS RATES )
OF DUKE ENERGY KENTUCKY, INC. ) CASE NO. 2009-00202

PETITION OF DUKE ENERGY KENTUCKY, INC.
FOR CONFIDENTIAL TREATMENT OF INFORMATION
CONTAINED IN ITS FIRST SET OF RESPONSES TO DISCOVERY
PROPOUNDED BY COMMISSION STAFF

Duke Energy Kentucky, Inc. (Duke Energy Kentucky or Company), pursuant to 807
KAR 5:001, Section 7, respectfully requests the Kentucky Public Service Commission
(Commission) to classify and protect certain information in responses to Staff’s Data Request
Nos. 26, 34, 36 47 and 49 contained in the Commission’s data requests, as set forth in the
Commission’s Order dated June 19, 2009.

The information in response to Data Request No. 26 for which Duke Energy
Kentucky seeks confidential treatment includes sensitive information regarding the
Company’s cash balances in the several bank accounts. The disclosure of details in respect of
bank accounts could unfairly provide Duke Energy Kentucky’s competitors with the
Company’s plans for future investments. Furthermore, account numbers maintained by
financial institutions are confidential and proprietary in nature such that they should be
protected from public dissemination.

The response to Data Request No. 34 includes employee benefit studies, analyses or
surveys assembled by an outside vendor and utilized by the Company. The information

reflected in these documents is confidential, and Duke Energy Kentucky agreed not to
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disclose said information to third parties absent the vendor’s consent. Moreover, the
information, if disclosed, would provide competitors with an unfair advantage in their efforts
to develop and implement compensation and employee benefit plans offered to, among
others, prospective employees.

The attachment to the response to Data Request No. 36 lists executive compensation
for the Company’s executive leaders, including individuals whose compensation is not
otherwise subject to disclosure under federal requirements. This information is confidential
and its disclosure threatens reasonable privacy considerations. Furthermore, its disclosure
would undeniably provide competitors with an unfair advantage in their negotiations,
particularly with respect to negotiations involving prospective employees.

The attachments to the response to Data Request No. 47 contains federal income tax
information filed by the Corporation for Duke Energy Ohio and its affiliates and state income
tax information filed by Duke Energy Kentucky as well as franchise fees paid during the test
year. The level of detail in these documents could readily provide competitors with an unfair
advantage in that these returns provide a concise summary of business and financial activities
over a calendar year. With respect to franchise fees, the disclosure of this information would
likely provide competitors with an unfair advantage. Again, this information is a concise
format detailing the structure of Duke Energy Kentucky and financial aspects of its
operations.

The response to Data Request No. 49 requests written policies for professional
services, including those services retained in the context of the attorney-client relationship.

Disclosure of this information could provide a distinct competitive advantage to vendors in
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soliciting and securing new contracts for services to Duke Energy Kentucky, not to mention
its affiliates.

In support of this Petition, Duke Energy Kentucky states as follows:

1. The Kentucky Open Records Act exempts from disclosure certain commercial
information. KRS 61.878(1)(c). To qualify for this exemption and, therefore, maintain the
confidentiality of the information, a party must establish that the disclosure of the
commercial information would permit an unfair advantage to competitors of that party.
Public disclosure of the information identified herein would, in fact, prompt such a result for
the reasons set forth below.

2. The Confidential Information contained in the attachment provided in response to
Data Request No. 26 includes sensitive information regarding the Company’s cash balances
in the several bank accounts utilized by the Company. If released, this information could
provide Duke Energy Kentucky’s competitors with its plans for future investments. Thus,
such information must be exempt from disclosure. Moreover, bank account numbers reflect
proprietary information that must be shielded from public disclosure.

3. The Confidential Information contained in response to Data Request No. 34
includes, but is not limited to, employee benefit studies, analyses or surveys assembled by an
outside vendor and utilized by the Company. The Company has an agreement with the
vendor that it will only release the information contained in the vendor’s documents to
entities approved by the vendor as it contains sensitive employee statistics and analyses.
Furthermore, the Confidential Information, if disclosed, would provide competitors with an
unfair advantage in their efforts to develop and implement compensation and employee

benefit plans offered to, among others, prospective employees.
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4. The Confidential Information contained in the attachment in response to Data
Request No. 36 supports the request for executive compensation of the executive officers of
the Company. The list of executive officers includes individuals whose professional
compensation is not subject to disclosure under federal reporting requirements. Thus, this
information is sensitive and proprietary information that, if disclosed, would undeniably
present competitors with an advantage in their negotiations.

5. The Confidential Information contained in response to the response to Data
Request No. 47 contains federal income tax information filed by the Corporation for Duke
Energy Ohio and its affiliates and state income tax information filed by Duke Energy
Kentucky as well as franchise fees paid during the test year. The level of detail in these
documents could readily provide competitors with an unfair advantage in that these returns
provide a concise summary of business and financial activities over a calendar year. With
respect to franchise fees, the disclosure of this information would likely provide competitors
with an unfair advantage. Again, this information is a concise format detailing the structure
of Duke Energy Kentucky and financial aspects of its operations.

6. The Confidential Information contained in response to Data Request No. 49
contains written policies for professional services, including those secured in the context of
the attorney-client relationship. This information, if disclosed, could provide a distinct
competitive advantage to vendors in soliciting and securing new contracts for services to
Duke Energy Kentucky, not to mention its affiliates.

7. All of the Confidential Information referenced in Paragraphs 2 through 6 above

is distributed within Duke Energy Kentucky and Duke Energy Corporation (collectively
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referred to as Duke Energy) only to those employees who must have access for business
reasons and it is generally recognized as confidential and proprietary in the energy industry.

8. The information for which Duke Energy Kentucky is seeking confidential
treatment is not known outside of Duke Energy.

9. Duke Energy Kentucky does not object to limited disclosure of the Confidential
Information described herein, provided such disclosure is pursuant to an acceptable
protective agreement and limited to those intervening Parties with a legitimate interest in
reviewing the same.

10. Duke Energy Kentucky has taken steps to only seek confidential treatment of the
sensitive information contained in the responses, and in the interest of disclosure is only
seeking confidential treatment of specifically identified information.

11. In accordance with the provisions of 807 KAR 5:001 Section 7, Duke Energy
Kentucky is providing the Commission with one copy of the Confidential Material
highlighted and ten copies without the confidential information.

WHEREFORE, Duke Energy Kentucky, Inc. respectfully requests that the

Commission classify and protect as confidential the specific information described herein.
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Respectfully submitted,

DUKE ENERGY KENTUCKY

Rocco D’ Ascenzb (92796)

Senior Counsel

Amy B. Spiller (85309)

Associate General Counsel

139 E. Fourth Street, 25 AT II

P.O. Box 960

Cincinnati, OH 4520

(513) 419-1852 (telephone)

(513) 419-1846 (facsimile)

e-mail: rocco.d’ascenzo@duke-energy.com

CERTIFICATE OF SERVICE

The undersigned hereby certifies that a copy of the Petition of Duke Energy
Kentucky, Inc. For Confidential Treatment of Information Contained in Its First Set of
Responses To Discovery Propounded By Commission Staff was hand-delivered, on this

VL ™=4ay of July 2009.

Hon. Dennis Howard

Office of Attorney General

Utility Intervention and Rate Division
1024 Capital Center Drive

Frankfort, Kentucky 40601

//Z%-/O L

~Amy B. $piller I
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VERIFICATION

State of Ohio )
County of Hamilton %

The undersigned, Stephen R. Lee being duly sworn, deposes and says that I am
employed by the Duke Energy Corporation affiliated companies as Director, Financial
Forecasting; that on behalf of Duke Energy Kentucky, Inc., T have supervised the
preparation of the responses to the foregoing responses to information requests; and that

the matters set forth in the foregoing response to information requests are true and

accurate to the best of my knowledge, information and belief after reasonable inquire.

'Stephen R. Ifee, Affiant
Subscribed and sworn to before me by Stephen R Lee on this Z%ay of July,

2009.

| ANITA M. SCHA
| Notary Pubfc, State oeﬁf.;?
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VERIFICATION

State of North Carolina )
County of Mecklenburg ))

The undersigned, David L. Doss being duly swomn, deposes and says that I am
employed by the Duke Energy Corporation affiliated companies as General Manager of
Accounting; that on behalf of Duke Energy Kentucky, Inc., I have supervised the
preparation of the responses to the foregoing responses to information requests; and that

the matters set forth in the foregoing response to information requests are true and

accurate to the best of my knowledge, information and belief after reasonable inquire.

David L. ‘Doss, Affiant

Subscribed and sworn to before me by David L. Doss on this /[7 74 day of July,

My Commission Expires: /) / 7/&0 /3
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VERIFICATION

State of Ohio )
County of Hamilton %

The undersigned, John J. Finnigan, Jr., being duly sworn, deposes and says that I
am employed by the Duke Energy Corporation affiliated companies as Vice-President,
Government and Regulatory Affairs; that on behalf of Duke Energy Kentucky, Inc., I
have supervised the preparation of the responses to the foregoing responses to
information requests; and that the matters set forth in the foregoing response to

information requests are true and accurate to the best of my knowledge, information and

belief after reasonable inquire.

] Doy

megaﬁ Jr., Affiant o v

Subscribed and sworn to before me by John J. Finnigan, Jr. on this /¢72 day of

ke

(/' NOTARY PUBLIC

July, 2009.

{
My Commission Expires:
MICHARL A. GRIBLER, Attormey at Lawy
Notary FPublic, State of Ohlo
#y Commission bas ro exbiratian. datg,

Ractiar 147.03 @ R, &

OF o
:g;gi\\\\\‘
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VERIFICATION

State of Ohio )
County of Hamilton ))

The undersigned, Gary J. Hebbeler being duly sworn, deposes and says that I am
employed by the Duke Energy Corporation affiliated companies as General Manager,
Gas Engineering; that on behalf of Duke Energy Kentucky, Inc., I have supervised the
preparation of the responses to the foregoing responses to information requests; and that

the matters set forth in the foregoing response to information requests are true and

accurate to the best of my knowledge, information and belief after reasonable inquire.

Mo, HL LD

Gary J. MebBeler, Affiant

Subscribed and sworn to before me by Gary J. Hebbeler on this b F% day of

July, 2009.

KOTARY PUBLIC

(Bids %W

My Commission Expires
November 4, 2008
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VERIFICATION

State of North Carolina )
County of Mecklenburg ))

The undersigned, Stephen G. De May, being duly sworn, deposes and says that I
am employed by the Duke Energy Corporation affiliated companies as Vice President
and Treasurer of Duke Energy Corporation; that on behalf of Duke Energy Kentucky,
Inc., I have supervised the preparation of the responses to the foregoing responses to
information requests; and that the matters set forth in the foregoing response to

information requests are true and accurate to the best of my knowledge, information and

belief after reasonable inquire.

Ld 243

Stephen G"ﬁe May, Afﬁ

a:g [0
Subscribed and sworn to before me by Stephen G. De May on this %‘day of

July, 2009.

%/ ?4/% U ove Eottnock

PUBLIC

My Commission Expires: /;Z / 7 / 20 /3
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VERIFICATION

State of Ohio )
County of Hamilton ;

The undersigned, Brenda R. Melendez being duly sworn, deposes and says that I
am employed by the Duke Energy Corporation affiliated companies as Manager,
Accounting; that on behalf of Duke Energy Kentucky, Inc., I have supervised the
preparation of the responses to the foregoing responses to information requests; and that

the matters set forth in the foregoing response to information requests are true and

accurate to the best of my knowledge, information and belief after reasonable inquire.

Brenda R. Melendez, Affiant
Subscribed and sworn to before me by Brenda R. Melendez on this / % day of

Tuly, 2009.

%/W/MW

NOTARY PUBLIC

My Commisgign.LX]
. FRY Py

ANITA M. SCHAFER
Notary Public, State of Ohig
migsion Expiras
¢ 4, 2008
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VERIFICATION

State of Ohio )
County of Hamilton %

The undersigned, Robert M. Parsons being duly sworn, deposes and says that I am
employed by the Duke Energy Corporation affiliated companies as Rates Manager; that
on behalf of Duke Energy Kentucky, Inc., I have supervised the preparation of the
responses to the foregoing responses to information requests; and that the matters set
forth in the foregoing response to information requests are true and accurate to the best of

my knowledge, information and belief after reasonable inquire.

Robert M. Parsons, Affiant

4
iS
Subscribed and sworn to before me by Robert M. Parsons on this [ day of
July, 2009.
(A, O SO
NOTARY PUBLIC
PATTY A, SELM
My Commission Expires: Notary Public, State of Ohlo
My Commission Expires 09-15-2014
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VERIFICATION

State of Ohio )
County of Hamilton ))

The undersigned, James E. Ziolkowski being duly sworn, deposes and says that I
am employed by the Duke Energy Corporation affiliated companies as Rates Manager;
that on behalf of Duke Energy Kentucky, Inc., I have supervised the preparation of the
responses to the foregoing responses to information requests; and that the matters set

forth in the foregoing response to information requests are true and accurate to the best of

my knowledge, information and belief after reasonable inquire.

Vs & bt

Jathes E. Ziolkéévski, Affiant

I’\aL
Subscribed and sworn to before me by James E. Ziolkowski on this 01 day of

July, 2009,

NOTARY PUBLIC

My Commission Expires:
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VERIFICATION

State of Ohio )
County of Hamilton ))

The undersigned, Jay R. Alvaro being duly sworn, deposes and says that I am
employed by the Duke Energy Corporation affiliated companies as Vice President — Total
Rewards; that on behalf of Duke Energy Kentucky, Inc., I have supervised the
preparation of the responses to the foregoing responses to information requests; and that
the matters set forth in the foregoing response to information requests are true and

accurate to the best of my knowledge, information and belief after reasonable inquire.

b (s
%

Ivaro, Affiant
Subscribed and sworn to before me by Jay R. Alvaro on this Z 5 1 day of July,

2009.

(il Y, MM%

NOTARY PUBLJC

) ANITA M. SCHAFER
4 Mv%or:zﬁszf:lgx‘;g:‘ 0

r 4, 2000
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VERIFICATION

State of Ohio )
County of Hamilton ;

The undersigned, Julia S. Janson being duly sworn, deposes and says that I am
employed by the Duke Energy Corporation affiliated companies as President — Duke
Energy Ohio, Inc. and Duke Energy Kentucky, Inc.; that on behalf of Duke Energy
Kentucky, Inc., I have supervised the preparation of the responses to the foregoing
responses to information requests; and that the matters set forth in the foregoing response
to information requests are true and accurate to the best of my knowledge, information
and belief after reasonable inquire.

S
f[\l}lia S. f@pso@,&ﬂfﬁmﬁ

Subscribed and sworn to before me by Julia S. Janson on this /&7 day of July,

2009.

NOTARY PUB C

(ol T Aot fin
/

My Commlssmn Explres

s | ANITA M. SCHAFER

> o * Notary Public, State of Ohio
p oo § My Commission Expires
November 4, 2009
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Duke Energy Kentucky, Inc.
Case No. 2009-00202
First Set Staff Data Requests
Date Received: June 19, 20609
STAFF-DR-01-001
REQUEST:

Provide a copy of the current bylaws. Indicate any changes made to the bylaws since
Duke Kentucky’s last gas rate case.

RESPONSE:

See Attachment STAFF-DR-01-001.

PERSON RESPONSIBLE: Julia S. Janson
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THE UNION LIGHT, HEAT AND POWER COMPANY

BY-LAWS

ADOPTED BY SHAREHOLDERS, APRIL 27,1948
AMENDED BY BOARD OF DIRECTORS, MAY 3, 1950
AMENDED BY SHAREHOLDERS, MAY 2, 1984
AMENDED BY SHAREHOLDERS, MAY 3, 1989
AMENDED BY SHAREHOLDERS, JUNE 16, 1995
AMENDED BY SHAREHOLDERS, MAY 8, 1996
AMENDED EFFECTIVE JULY 24,1997
AMENDED BY SHAREHOLDERS, MAY 26, 1999
AMENDED BY SHAREHOLDERS, JULY 23, 2003
AMENDED EFFECTIVE APRIL 3, 2006
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BY-LAWS
OF
THE UNION LIGHT, HEAT AND POWER COMPANY

ARTICLE I
Offices

Section 1. Offices. The registered office of the Corporation shall be located in the City
of Louisville, Jefferson County, Commonwealth of Kentucky. The Corporation may establish
branch offices and conduct and carry on business at such other places within or without the
Commonwealth of Kentucky as the Board of Directors may from time to time fix or designate, and
any business conducted or carried on at such other place or places shall be as binding and effectual
as if transacted at the registered office of the Corporation.

ARTICLE I
Shareholders’ Meetings

Section 1. Annual Meeting. The annual meeting of the shareholders may be held either
within or without the Commonwealth of Kentucky, at such place, time, and date designated by the
Board of Directors, for the election of directors, the consideration of the reports to be laid before the
meeting and the transaction of such other business as may be brought before the meeting.

Section 2. Notice of Annual Meeting. Notice of the annual meeting shall be given in
writing to each shareholder entitled to vote thereat, at such address as appears on the records of the
Corporation at least ten (10) days, and not more than forty (40) days prior to the meeting.

Section 3. Special Meetings. Special meetings of the shareholders may be called at any
time by the Chairman, Vice Chairman, Chief Executive Officer, Chief Operating Officer, or
President, or by a majority of the members of the Board of Directors acting with or without a
meeting, or by the persons who hold in the aggregate one-fifth of all the shares outstanding and
entitled to vote thereat, upon notice in writing, stating the time, place and purpose of the meeting.
Business transacted at all special meetings shall be confined to the objects stated in the call.

Section 4. Notice of Special Meeting. Notice of a special meeting, in writing, stating
the time, place and purpose thereof, shall be given to each shareholder entitled to vote thereat, not
less than ten (10) nor more than thirty-five (35) days after the receipt of said request.

Section 5. Waiver of Notice. Notice of any shareholders’ meeting may be waived in
writing by any shareholder at any time before or after the meeting.

Section 6. Quorum. At any meeting of the shareholders, the holders of a majority of
the shares of stock of the Corporation, issued and outstanding, and entitled to vote, present in
person or by proxy, shall constitute a quorum for all purposes, unless otherwise specified by law or

the Articles of Incorporation.

If, however, such majority shall not be present or represented at any meeting of the
shareholders, the shareholders entitled to vote, present in person or by proxy, shall have power to
adjourn the meeting from time to time without further notice, other than by announcement at the
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meeting, until the requisite amount of voting stock shall be present. At any such adjourned
meeting, at which a quorum shall be present, any business may be transacted which might have
been transacted at the meeting as originally called.

Section 7. Voting. At any meeting of the shareholders, every shareholder having the
right to vote shall be entitled to vote in person, or by proxy appointed by an instrument in writing
subscribed by such shareholder and bearing a date not more than eleven (11) months prior to said
meeting, unless some other definite period of validity shall be expressly provided therein.

Each shareholder shall have one (1) vote for each share of stock having voting power,
registered in his or her name on the books of the Corporation, at the date fixed for determination of
persons entitled to vote at the meeting or, if no date has been fixed, then at the date of the meeting.
Cumulative voting shall be permitted only as expressly required by statute.

A complete list of shareholders entitled to vote at the shareholders' meetings, arranged
in alphabetical order, with the address and the number of voting shares held by each, shall be
produced on the request of any shareholder, and such list shall be prima facie evidence of the
ownership of shares and of the right of shareholders to vote, when certified by the Secretary or by
the agent of the Corporation having charge of the transfer of shares.

Section 8. Written Consent of Shareholders in Lieu of Meeting. Any action required
or permitted by statute, the Restated Articles of Incorporation of the Corporation, or these By-
Laws, to be taken at any annual or special meeting of shareholders of the Corporation, may be
taken without a meeting, without prior notice, and without a vote, if a written consent in lieu of a
meeting, setting forth the actions so taken, shall be signed by all the shareholders entitled to vote
thereon. Any such written consent may be given by one or any number of substantially
concurrent written instruments of substantially similar tenor signed by such shareholders, in
person or by attorney or proxy duly appointed in writing, and filed with the records of the
Corporation. Any such written consent shall be effective as of the effective date thereof as
specified therein.

ARTICLE I
Board of Directors

Section 1. Number of Directors, Tenure, Vacancies. The business and affairs of the
Corporation shall be managed and controlled by a Board of Directors (who need not be
shareholders) consisting of not less than three (3) persons and not more than seven (7), the exact
number of which may be fixed or changed either by the affirmative vote of the majority of the
shares represented and entitled to vote at any meeting of the shareholders called for the purpose of
electing directors, or by the affirmative vote of the majority of the directors then in office at any
stated or special meeting of the Board of Directors; provided, however, that the board may be -
subject to certain limitations as expressly provided for under and pursuant to Kentucky Revised
Statutes §271B.8-030(2), or such similar successor governing statute. Directors shall be elected
annually by the shareholders at the annual meeting, and each director shall hold office until his
successor shall have been elected and qualified. Any director may resign at any time. Vacancies
occurring in the Board of Directors shall be filled by the remaining members of the board. A
director thus elected to fill any vacancy shall hold office for the unexpired term of his predecessor
and until his successor is elected and qualifies. Any director may be removed at any time by the
affirmative vote of a majority of the stock then issued and entitled to vote at a special meeting of
shareholders called for the purpose.
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Section 2. Annual Organization Meeting. Immediately after each annual election, the
newly elected directors may meet forthwith (either within or without the State of Kentucky) for the
purpose of organization, the election of officers and the transaction of other business. If a majority
of the directors be then present no prior notice of such meeting shall be required to be given. The
place and time of such first meeting may, however, be fixed by written consent of all the directors,
or by three (3) days written notice given by the Secretary of the Corporation.

Section 3. Regular Meetings. Regular meetings of the Board of Directors may be held
at such time and place (either within or without the State of Kentucky), and upon such notice, as the
Board of Directors may from time to time determine.

Section 4. Special Meetings. Special meetings of the Board of Directors may be called
by the Chairman, Vice Chairman, Chief Executive Officer, Chief Operating Officer, or President,
or may be called by the written request of two (2) members of the Board of Directors.

Section 5. Notice of Meetings. Notice of meetings shall be given to each director in
accordance with Article X, Section 1, of these By-Laws.

Section 6. Quorum. A majority of the Board of Directors shall constitute a quorum for
the transaction of business, but a majority of those present at the time and place of any meeting,
although less than a quorum, may adjourn the same from time to time, without notice, until a
quorum be had. The act of a majority of the directors present at any such meeting at which a
quorum is present shall be the act of the Board of Directors.

Section 7. Compensation of Directors. Each director of the Corporation (other than
directors who are salaried officers of the Corporation or of The Cincinnati Gas & Electric Company
or any of its affiliates) shall be entitled to receive as compensation for services such amounts as
may be determined from time to time by the Board of Directors in form either in fees for attendance
at the meeting of the Board of Directors, or by payment at the rate of a fixed sum per month, or
both. The same payment may also be made to anyone other than a director officially called to
attend any such meeting.

Section 8. Executive Committee. The Board of Directors may, by resolution passed by ~
a majority of the whole Board, designate annually three (3) of their number to constitute an
Executive Committee, who to the extent provided in the resolution, shall exercise in the intervals
between the meetings of the Board of Directors the powers of the Board in the management of the
business and affairs of the Corporation.

The Executive Committee may act by a majority of its members at a meeting or by a
writing signed by all of its members.

All action by the Executive Committee shall be reported to the Board of Directors at its
meeting next succeeding such action.

Non-employee members of such Executive Committee shall be entitled to receive such
fees and compensation as the Board of Directors may determine.

Section 9. Other Committees. The Board of Directors may also appoint such other
standing or temporary committees from time to time as they may see fit, delegating to such
committees all or any part of their own powers. The members of such committees shall be entitled
to receive such fees as the Board may determine.
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Section 10. Actions of Board. Unless otherwise provided by the Restated Articles of
Incorporation of the Corporation or these By-Laws, any action required or permitted to be taken
at any meeting of the Board of Directors of the Corporation, or of any committee(s) thereof, may
be taken without a meeting, if all the members of the Board of Directors, or of such
committec(s), as the case may be, consent thereto in writing, and such writing(s) is filed with the
minutes of proceedings of the Board of Directors, or of such committee(s), of the Corporation.
Any such written consent to action of the Board of Directors, or of such committee(s), shall be
effectuated by the signature of the member lastly consenting thereto in writing, unless the consent
otherwise specifies a prior or subsequent effective date.

ARTICLE IV
Officers

Section 1. Officers. The officers of the Corporation shall consist of a President, a
Secretary, a Treasurer, and may consist of a Chairman of the Board, a Chief Executive Officer, a
Controller, one or more Vice Presidents, one or more Assistant Secretaries, one or more Assistant
Treasurers, and such other officers as the board shall from time to time deem necessary, all of
whom shall be elected by the board, and shall hold office until their successors are duly elected and
qualified.

Any two of the offices of Vice President, Secretary and Treasurer may be combined in
one person unless otherwise prohibited by statute, the Articles of Incorporation, or these By-Laws.
All vacancies occurring among any of the above offices shall be filled by the Board of Directors.
Any officer may be removed with or without cause by the affirmative vote of a majority of the
number of Directors at any meeting of the Board of Directors.

Section 2. Subordinate Officers. The Board of Directors may appoint such other
officers and agents with such powers and duties as they shall deem necessary.

Section 3. The Chairman of the Board The Chairman of the Board shall be a director
and shall preside at all meetings of the Board of Directors and, in the absence or inability to act of
the Chief Executive Officer, meetings of shareholders and shall, subject to the Board’s direction
and control, be the Board’s representative and medium of communication, and shall perform such
other duties as may from time to time be assigned to the Chairman of the Board by the Board of
Directors. The Chairman of the Board shall direct the long-term strategic planning process of the
Corporation and shall also lend his or her expertise to such other officers as may be requested from
time to time by such officers. The Chairman shall be a member of the Executive Committee.

Section 4. The Vice Chairman. The Vice Chairman of the Board, if there be one, shall
be a director and shall preside at meetings of the Board of Directors in the absence or inability to act
of the Chairman of the Board or meetings of shareholders in the absence or inability to act of the
Chief Executive Officer and the Chairman of the Board. The Vice Chairman shall perform such
other duties as may from time to time be assigned to him or her by the Board of Directors. The
Vice Chairman shall be a member of the Executive Committee.

Section 5. The Chief Executive Officer. The Chief Executive Officer shall be a director
and shall preside at all meetings of the shareholders, and, in the absence or inability to act of the
Chairman of the Board and the Vice Chairman, at all meetings of the Board of Directors. The
Chief Executive Officer shall from time to time report to the Board of Directors all matters within
his or her knowledge which the interests of the Corporation may require be brought to their notice.
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The Chief Executive Officer shall be the chairman of the Executive Committee and ex officio a
member of all standing committees.

Section 6. The Chief Operating Officer. The Chief Operating Officer of the
Corporation, if there be one, shall have general and active management and direction of the affairs
of the Corporation, shall have supervision of all departments and of all officers of the Corporation,
shall see that the orders and resolutions of the Board of Directors and of the Executive Commiittee
are carried into effect, and shall have the general powers and duties of supervision and management
usually vested in the office of a Chief Operating Officer of a corporation. Unless otherwise
provided, all corporate officers and functions shall report directly to the Chief Operating Officer, if
there be one, or, if not, to the Chief Executive Officer.

Section 7. The President. The President shall have such duties as may be delegated by
the Board of Directors, Chief Executive Officer or Chief Operating Officer.

Section 8. The Vice Presidents. The Vice Presidents shall perform such duties as the
Board of Directors shall, from time to time, require. In the absence or incapacity of the President,
the Vice President designated by the Board of Directors or Executive Committee, Chief Executive
Officer, Chief Operating Officer, or President shall exercise the powers and duties of the President.

Section 9(a). The Secretary. The Secretary shall attend all meetings of the Board of
Directors, of the Executive Committee and of the shareholders and act as clerk thereof and record
all votes and the minutes of all proceedings in a book to be kept for that purpose, and shall perform
like duties for the standing committees when required.

The Secretary shall keep in safe custody the seal of the Corporation, and, whenever
authorized by the Board of Directors or the Executive Committee, affix the seal to any instrument
requiring the same.

The Secretary shall see that proper notice is given of all meetings of the shareholders of
the Corporation and of the Board of Directors and shall perform such other duties as may be
prescribed from time to time by the Board of Directors, Chief Executive Officer, Chief Operating
Officer or President.

(b) Assistant Secretaries. At the request of the Secretary, or in his or her absence or
inability to act, the Assistant Secretary or, if there be more than one, the Assistant Secretary
designated by the Secretary, shall perform the duties of the Secretary and when so acting shall have
all the powers of and be subject to all the restrictions of the Secretary. The Assistant Secretaries
shall perform such other duties as may from time to time be assigned to them by the Board of
Directors, Chief Executive Officer, Chief Operating Officer, President, or Secretary.
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Section 10(a). The Treasurer. The Treasurer shall be the financial officer of the
Corporation, shall keep full and accurate accounts of all collections, receipts and disbursements in
books belonging to the Corporation, shall deposit all moneys and other valuables in the name and to
the credit of the Corporation, in such depositories as may be directed by the Board of Directors,
shall disburse the funds of the Corporation as may be ordered by the Board of Directors, Chief
Executive Officer, Chief Operating Officer, or President, taking pruper vouchers therefor, and shall
render to the Chief Executive Officer, Chief Operating Officer, or President, and directors at all
regular meetings of the Board, or whenever they may require it, and to the annual meeting of the
shareholders, an account of all his or her transactions as Treasurer and of the financial condition of
the Corporation.

The Treasurer shall also perform such other duties as the Board of Directors may from
time to time require.

If required by the Board of Directors, the Treasurer shall give the Corporation a bond in
a form and in a sum with surety satisfactory to the Board of Directors for the faithful performance
of the duties of his or her office and the restoration to the Corporation in the case of his or her
death, resignation or removal from office of all books, papers, vouchers, money and other property
of whatever kind in his or her possession belonging to the Corporation.

(b) Assistant Treasurers. At the request of the Treasurer, or in his or her absence or
inability to act, the Assistant Treasurer or, if there be more than one, the Assistant Treasurer
designated by the Treasurer, shall perform the duties of the Treasurer and when so acting shall have
all the powers of and be subject to all the restrictions of the Treasurer. The Assistant Treasurers
shall perform such other duties as may from time to time be assigned to them by the Board of
Directors, Chief Executive Officer, Chief Operating Officer, President, or Treasurer.

Section 11(a). The Controller. The Controller shall have control over all accounts and
records of the Corporation pertaining to moneys, properties, materials and supplies. He or she shall
have executive direction over the bookkeeping and accounting departments and shall have general
supervision over the records in all other departments pertaining to moneys, properties, materials and
supplies. He or she shall have such other powers and duties as are incident to the office of
Controller of a corporation and shall be subject at all times to the direction and control of the Board
of Directors, Chief Executive Officer, Chief Operating Officer, President and a Vice President.

(b) Assistant Controllers. At the request of the Controller, or in his or her absence or
inability to act, the Assistant Controller or, if there be more than one, the Assistant Controller
designated by the Controller, shall perform the duties of the Controller and when so acting shall
have all the powers of and be subject to all the restrictions of the Controller. The Assistant
Controllers shall perform such other duties as may from time to time be assigned to them by the
Board of Directors, Chief Executive Officer, Chief Operating Officer, President, or Controller.
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ARTICLEV
Indemnification of Directors, Officers, Employees, and Agents
Section 1. Definitions. As used in this Article:
A. "Corporation" includes any domestic or fofeign predecessor entity of the

Corporation in a merger or other transaction in which the predecessor's existence ceased upon
consummation of the transaction.

B. "Director” means an individual who is or was a Director of the Corporation or
an individual who, while a Director of the Corporation, is or was serving at the Corporation's
request as a director, officer, partner, trustee, employee, or agent of another foreign or domestic
corporation, partnership, joint venture, trust, employee benefit plan, or other enterprise. A Director
shall be considered to be serving an employee benefit plan at the Corporation's request if his or her
duties to the Corporation also impose duties on, or otherwise involve services by, him or her to the
plan or to participants in or beneficiaries of the plan. "Director" includes, unless the context
requires otherwise, the estate or personal representative of a Director.

C. "Expenses” include counsel fees.

D. "Liability" means the obligation to pay a judgment, settlement, penalty, fine
(including an excise tax assessed with respect to an employee benefit plan), or reasonable expenses
incurred with respect to a proceeding.

E. "Official capacity" means:

(1) When used with respect to a Director, the office of Director in the
Corporation, and

(2) When used with respect to an individual other than a Director, as
contemplated in Section 6, the office in the Corporation held by the officer or the employment or
agency relationship undertaken by the employee or agent on behalf of the Corporation. "Official
capacity" shall not include service for any other foreign or domestic corporation or any partnership,
joint venture, trust, employee benefit plan, or other enterprise.

F. "Party" includes an individual who was, is, or is threatened to be made a named
defendant or respondent in a proceeding.

G. “Proceeding” means any threatened, pending, or completed action, suit, or

proceeding, whether civil, criminal, administrative, or investigative and whether formal or informal.

Section 2. Indemnification.

A. Except as provided in subsection (D) of this Section, the Corporation shall
indemnify an individual made a party to a proceeding because he or she is or was a Director against
liability incurred in the proceeding if:

(1) He or she conducted himself or herself in good faith; and
(2) He or she reasonably believed:
(a) In the case of conduct in his or her official capacity with the Corporation,

" that his or her conduct was in its best interest; and

(b) In all other cases, that his or her conduct was at least not opposed to its
best interests; and
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(3) In the case of any criminal proceeding, he or she had no reasonable cause to
believe his or her conduct was unlawful.

B. A Director's conduct with respect to an employee benefit plan for a purpose he
or she reasonably believed to be in the interests of the participants in and beneficiaries of the plan
shall be conduct that satisfies the requirement of subsection A(2)(b) of this Section.

C. The termination of a proceeding by judgment, order, settlement, conviction, or
upon a plea of nolo contendere or its equivalent shall not be, of itself, determinative that the
Director did not meet the standard of conduct described in this Section.

D. The Corporation may not indemnify a Director under this Section:

(1) In connection with a proceeding by or in the right of the Corporation in
which the Director was adjudged liable to the Corporation; or

(2) In connection with any other proceeding charging improper personal
benefit to him or her, whether or not involving action in his or her official capacity, in which he or
she was adjudged liable on the basis that personal benefit was improperly received by him or her.

E. Indemnification permitted under this Section in connection with a proceeding
by or in the right of the Corporation shall be limited to reasonable expenses incurred in connection
with the proceeding.

Section 3.  Mandatory Indemnification.  Unless limited by the Articles of
Incorporation, the Corporation shall indemnify a Director who was wholly successful, on the merits
or otherwise, in the defense of any proceeding to which he or she was a party because he or she is or
was a Director of the Corporation against reasonable expenses incurred by him or her in connection
with the proceeding.

Section 4. Advance for Expenses.

A. The Corporation may pay for or reimburse the reasonable expenses incurred by
a Director who is a party to a proceeding in advance of final disposition of the proceeding if:

(1) The Director furnishes the Corporation a written affirmation of his or her
good faith belief that he or she has met the standard of conduct described in Section 2;

(2) The Director furnishes the Corporation a written undertaking, executed
personally or on his or her behalf, to repay the advance if it is ultimately determined that he or she
did not meet the standard of conduct; and

(3) A determination is made that the facts then known to those making the
determination would not preclude indemnification under this article.

B. The undertaking required by subsection A(2) of this Section shall be an ”
unlimited general obligation of the Director but shall not be required to be secured and may be
accepted without reference to financial ability to make repayment.

C. Determinations and authorizations of payments under this Section shall be
made in the manner specified in Section 5.

Section 5. Determination and Authorization of Indemnification.
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A. The Corporation shall not indemnify a Director under Section 2 of this Article
unless authorized in the specific case after a determination has been made that indemnification of
the Director is permissible in the circumstances because he or she has met the standard of conduct
set forth in Section 2.

B. The determination shall be made:

(1) By the Board of Directors by majority vote of a quorum consisting of
Directors not at the time parties to the proceeding;

(2) If a quorum cannot be obtained under subsection B(1) of this Section, by
majority vote of a committee duly designated by the Board of Directors (in which designation
Directors who are parties may participate), consisting solely of two or more Directors not at the
time parties to the proceeding;

(3) By special legal counsel:

(a) Selected by the Board of Directors or its commitiee in the manner
prescribed in subsection B(1) and (2) of this Section; or

(b) If a quorum of the Board of Directors cannot be obtained under
subsection B(1) of this Section and a committee cannot be designated under subsection B(2) of this
Section, selected by majority vote of the full Board of Directors (in which selection Directors who
are parties may participate); or

(4) By the shareholders, but shares owned by or voted under the control of
Directors who are at the time parties to the proceeding shall not be voted on the determination.

C. Authorization of indemnification and evaluation as to reasonableness of
expenses shall be made in the same manner as the determination that indemnification is
permissible, except that if the determination is made by special legal counsel, authorization of
indemnification and evaluation as to reasonableness of expenses shall be made by those entitled
under subsection B(3) of this Section to select counsel.

, Section 6. Indemnification of Officers, Employees, and Agents. Unless the
Corporation's Articles of Incorporation provide otherwise:

A. An officer of the Corporation who is not a Director shall be entitled to
mandatory indemnification under Section 3, and is entitled to apply for court-ordered
indemnification under the Kentucky Business Corporation Act, in each case to the same extent as a
Director;

B. The Corporation may indemnify and advance expenses under this Article to an
officer, employee, or agent of the Corporation who is not a Director to the same extent as to a
Director; and

C. The Corporation may also indemnify and advance expenses to an officer,
employee, or agent who is not a Director to the extent, consistent with public policy, that may be
provided by the Articles of Incorporation, By-Laws, general or specific action of the Board of
Directors, or contract.
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Section 7. Insurance. The Corporation may purchase and maintain insurance on behalf
of an individual who is or was a Director, officer, employee, or agent of the Corporation, or who,
while a Director, officer, employee, or agent of the Corporation, is or was serving at the request of
the Corporation as a director, officer, partner, trustee, employee, or agent of another foreign or
domestic corporation, partnership, joint venture, trust, employee benefit plan, or other enterprise,
against liability asserted against or incurred by him or her in that capacity or arising from his or her
status as a Director, officer, employee, or agent, whether or not the Corporation would have power
to indemnify him or her against the same liability under either Section 2 or 3.

Section 8. Application of this Article.

A. The indemnification and advancement of expenses provided by, or granted
pursuant to, this Article shall not be deemed exclusive of any other rights to which those seeking
indemnification or advancement of expenses may be entitled under the By-Laws, any agreement,
vote of sharcholders or disinterested Directors, or otherwise, both as to action in his or her official
capacity and as to action in another capacity while holding such office.

B. This Article shall not limit the Corporation's power to pay or reimburse
expenses incurred by a Director in connection with his or her appearance as a witness at a
proceeding at a time when he or she has not been made a named defendant or respondent to the
proceeding.

ARTICLE VI
Capital Stock

Section 1. Form and Execution of Certificates. The certificates for shares of the
capital stock of the Corporation shall be of such form and content, not inconsistent with the law and
the Articles of Incorporation, as shall be approved by the Board of Directors. The certificates shall
be 51gned by (1) either the Chairman, Chief Executive Ofﬁcer President or a VICG Presxdent and

(2) any ne of the followmg ofﬁccrs Secretary or Asmstant Secretaxy Treasurer or Assxstant
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Section 4. Closing of Transfer Books or Taking Record of Shareholders. The Board of
Directors may fix a time not exceeding forty (40) days preceding the date of any mecting of
shareholders or any dividend payment date or any date for the allotment of rights as a record date
for the determination of the shareholders entitled to notice of such meeting or to vote thereat or to
receive such dividends or rights as the case may be; or the Board of Directors may close the books
of the Corporation against transfer of shares during the whole or any part of such period.

Section 5. Lost Stock Certificates. In the case of a lost stock certificate, a new stock
certificate may be issued in its place upon proof of such loss, destruction or mutilation and upon the
giving of a satisfactory bond of indemnity to the Corporation and/or to the transfer agent and
registrar of such stock, if any, in such sum and under such terms as the Board of Directors may
provide.

ARTICLE VII
Dividends

Section 1. Dividends. Dividends may be declared by the Board of Directors (or the
Executive Committee, if there be one and the authority to declare dividends is delegated to the
Executive Committee by the Board of Directors) and paid in cash, shares, or other property out of
the annual net income to the Corporation or out of its net assets in excess of its capital, computed in
accordance with the state statute and subject to the conditions and limitations imposed by the
Articles of Incorporation.

No dividends shall be paid to the holders of any class of shares in violation of the rights
of the holders of any other class of shares.

Before payment of any dividends or making distribution of any profits, there may be set
apart out of the excess of assets available for dividends such sum or sums as the Board of Directors
(or Executive Committee, if there be one and the authority to declare dividends or make
distributions is delegated to the Executive Committee) from time to time in its absolute discretion
thinks proper as a reserve fund for any purpose.

ARTICLE VIII
Fiscal Year

Section 1. Fiscal Year. The fiscal year of the Corporation shall begin on the first day
of January and terminate on the thirty-first day of December in each year.

ARTICLE IX
Contracts, Checks, Notes, etc.

Section 1. Contracts, Checks, Notes, etc. All contracts and agreements authorized by
the Board of Directors and all bonds and notes shall, unless otherwise directed by the Board of
Directors or unless otherwise required by law, be signed by (1) either the Chairman, Vice
Chairman, Chief Executive Officer, Chief Operating Officer, President, or a Vice President, and (2)
any one of the following officers: Secretary or Assistant Secretary, Treasurer or Assistant
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Treasurer. The Board of Directors may by resolution adopted at any meeting designate officers of
the Corporation who may in the name of the Corporation execute checks, drafts and orders for the
payment of money in its behalf and, in the discretion of the Board of Directors, such officers may
be so authorized to sign such checks singly without necessity for counter-signature.

ARTICLE X
Notice and Waiver of Notice

Section 1. Notice and Waiver of Notice. Any notice required to be given by these By-
Laws to a Director or officer may be given in writing, personally served or through the United
States Mail, or by telephone, telegram, cablegram or radiogram, and such notice shall be deemed to
be given at the time when the same shall be thus transmitted. Any notice required to be given by
these By-Laws may be waived by the person entitled to such notice.

ARTICLE XI
Corporate Seal

Section 1. Corporate Seal. The corporate seal of the Corporation shall consist of a
metallic stamp, circular in form, bearing in its center the word "Seal", and on the outer edge the
name of the Corporation.

ARTICLE XII
Amendment

Section 1. Amendment. These By-Laws may be amended or repealed at any meeting of
the shareholders of the Corporation by the affirmative vote of the holders of record of shares
entitling them to exercise a majority of the voting power on such proposal, or, without a meeting,
by the written consent of the holders of record of shares entitling them to exercise a two-thirds
majority of the voting power on such proposal.
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REQUEST:

Provide the current organization chart, showing the relationship between Duke Kentucky
and any affiliates. Show the relative positions of all entities and affiliates with which
Duke Kentucky routinely has business transactions.

RESPONSE:

See Attachment STAFF-DR-01-002. Duke Energy Kentucky routinely has business
transactions with its affiliated utility operating companies, Duke Energy Ohio, Duke
Energy Indiana, and Duke Energy Carolinas, as well as with Duke Energy Business
Services. These transactions are pursuant to service agreements filed with the Kentucky
Public Service Commission.

Duke Energy Kentucky may also provide to or receive services from other affiliated
companies that are parties to the utility/non-utility service agreement. Copies of all
service agreements are included in Duke Energy Kentucky’s Cost Allocation Manual
contained in Volume 10 of the Company’s Application in this proceeding.

PERSON RESPONSIBLE: Julia S. Janson
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DUKE ENERGY CORPORATION
CORPORATE STRUCTURE

Duke Energy Corporation (DE 5.3.2005)

L. Duke Energy Registration Services, Inc. (100%)(DE 11.18.1998)
L (see Appendix A for subsidiaries)

b Bison Insurance Company Limited (100%)(Bermuda 12.11.1968)
L NorthSouth Insurance Company Limited (100%)(Bermuda 12.2.2002)

e Cinergy Corp. (100%)(DE 6.30.1993)
(see Appendix B for subsidiaries)

——"Duke Energy Carolinas, LLC (100%)}(NC 11.27.1963)
L (see Appendix C for subsidiaries)

——— Duke Energy Corporate Services, Inc. (DE 06.26.2008)
L____ Duke Energy Business Services |.LC (100%)(DE 11.18.1998)

Information contained in the World Records database takes precedence over information disclosed in this document.
Balance of ownership for enfities <100% owned by a Duke enfity can be referenced in World Records.
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Case No. 2009-00202
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Page 2 of 11 Appendix A

Duke Energy Corporation
Duke Energy Registration Services, Inc. (100%)

Duke Energy Registration Services, Inc. (100%)(DE 11.18.1998)
l—— PanEnergy Corp. (100%) (DE 1.26.1981)
—— Duke Energy Services, Inc. (100%)(DE 6.8.1959)
——— Duke Energy Marketing Corp. (100%)(NV 11.7.1994)
L Duke/Louis Dreyfus L.L.C. (60%)(NV 3.1.1995)
—— DETMI Management, Inc. (100%)(CO 6.21.1994)
-—— DTMSI| Management Ltd. (100%)(Alberta Canada 7.9.1996)

Duke Energy Services Canada ULC (31%)(Alberta Canada 8.30.1995)

— DE Marketing Canada Ltd. (60%)(Canadian Federal 7.17.1996)
Duke Energy Marketing Limited Partnership (1%)(Alberta 8.1.1996)
— KEFI-Exchange Inc. (4%)(Alberta Canada 10.28.1999)

—— Duke Energy Trading and Marketing, L.L.C. (60%)(DE 7.10.1996)
" Duke Ventures, LLC (100%)}(NV 12.19.2000)
i Crescent Holdings, LLC (49%)(DE 8.30.2006)

Crescent Resources, LL.C (100%)(GA 12.31.2000)
. Duke Capital Partners, LLC (100%)(DE 3.14.2000)
L. Duke Ventures Real Estate, LLC (100%)(DE 6.09.2009)
—— Dixilyn-Field Drilling Company (100%)(DE 1.31.1977)
Dixilyn-Field (Nigeria) Limited (100%)(Nigeria 11.14.1977)
Dixilyn-Field International Drilling Company, S.A. (100%)(Panama 6.10.1970)
~— Duke Energy Services Canada ULC (69%)(Alberta Canada 8.30.1995)
Duke Energy Marketing Limited Partnership (59.40%)(Alberta Canada 8.1.1996)

KEFI-Exchange Inc. (4%)(Alberta Canada 10.28.1999)
+— Duke Energy Services lrefand Limited (100%)
L DukeNet Communications, LLC (100%)(DE 12.15.2000)
L-— Conterra Ultra Broadband Holdings, Inc. (16.11%)(NC 7.28.2006)
—— DukeNet Communication Services, LLC (100%)(DE 12.21.2006)
L Tower Management, Inc. (IN, 05.16.2008)

— DukeNet/TCG LLC (21.6%)(NC 12.12.1997)
—— Eastman Whipstock do Brasil Ltda (100%)(Brazil, 5.21.1979)
—— Eastman Whipstock S.A. (100%)(Argentina 10.13.1981)
—— Energy Pipelines International Company (100%)(DE 4.28.1975)
—— Pan Service Company (100%)(DE 8.13.1976)
L Seahorse do Brasil Servicos Maritimos Ltda. (100%)(Brazil 3.30.1979)
——— Duke Energy Americas, L.LC (100%){DE 7.2.2004)
—— Duke Energy Glabal Markets, Inc. (100%)(NV 8.2.1996)
— Duke Energy Carolinas Plant Operations, LLC (100%)(DE 5.29.2001)
——— DE Nuciear Engineering, Inc. (100%)(NC 3.17.1969)
L Duke Energy Fossil-Hydro, LLC (100%)(DE 7.6.2001)
Duke Energy Fossil-Hydro California, Inc. (100%)(DE 8.1.2001)
—— Duke Energy Royal, LLC (100%)(DE 3.13.2002)
——— Duke Engineering & Services (Europe) Inc. (100%)(DE 10.13.1993)
—— Duke Engineering & Services International, Inc. (100%)(Cayman Islands 5.8. 1996)
™ Duke/Louis Dreyfus L.1..C. (50%)(NV 3.1.1995)
— Duke Energy International, L.LC(DE 9.18.1997)

(See separate chart for subsidiaries)
—— Duke Energy Merchants, LLC (100%)(DE 4.23.1999)
L Duke Energy North America, LLC (100%)(DE 9.18.1997)
—— DENA Asset Partners, L.P. (1%)(DE 12.14.2001)
—— DENA Partners Holding, LLC (100%)(DE 11.30.2001)
L—— DENA Asset Partners, L.P. (99%)(DE 12.14.2001)
—— Duke Energy Allowance Management, LLC (100%)(DE 5.15.2001)
——— Duke Energy Marketing America, LLC (100%)(DE 1.3.2001)
—— Duke Energy Moapa, LLC (100%)(DE 4.11.2000)
L Duke Energy Trading Exchange, LLC (100%)(DE 8.3.2000)

N

Information contained in the World Records database takes precedence over information disclosed in this document.
Balance of ownership for entities <100% owned by a Duke entity can be referenced in World Records.
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Appendix A (Cont'd)

——— Duke Project Services, Inc. (100%)(NC 7.1.1966)
f— D/FD Operating Services L.LC (50.0001%)(DE 3.7.1996)
—— Duke Project Services Australia Pty Ltd (100%)(Australia 7.12.2001)
—— Duke/Fluor Daniel (50.0001%)(NC 9.1.1997)
D/FD Holdings, LLC (100%)(DE 12.15.2005)
—— Duke/Fluor Daniel El Salvador S.A. de C.V. (50%)(E! Salvador)
—— Duke/Fluor Daniel International (50.0001%)(NV 9.1.1994)
Duke/Fluor Daniel Caribbean, S.E. (99%)(Puerto Rico 12.6.1996)
Duke/Fluor Daniel International Services (50.0001%)(NV 9.1.1994)
— D/FD International Services Brasil Ltda. (99.999%)(Brazil)
——— Duke/Fluor Daniel Caribbean, S.E. (0.50%)(Puerto Rico 12.6.1996)
——— Duke/Fluor Daniel International Services (Trinidad) Ltd. (100%)(Trinidad and Tobago 12.3.1998)
——— Duke Energy Murray Operating, LLC (100%)(DE 8.7.2001)

Information contained in the World Records database fakes precedence over information disclosed in this document.
Balance of ownership for entities <100% owned by a Duke entity can be referenced in World Records.
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Appendix B

Duke Energy Corporation
Cinergy Corp. (100%)

Cinergy Corp. (100%)(DE 6.30.1993)

L

T

T
|

[

!
I

—

L. Cinergy Global Resources, Inc. (100%)}DE 5.15.1998)

(See Appendix D for subsidiaries)

-—- Cinergy Investments, Inc. (100%)(DE 10.24.1994)

Cinergy Capital & Trading, inc. (100%)(IN 10.8.1992)
(see Appendix E for subsidiaries)
Cinergy-Centrus, Inc. (100%)(DE 4.23.1998)
Cinergy-Centrus Communications, Inc. (100%}DE 7.17.1998)
Cinergy Technology, Inc. (100%)(IN 12.12.1991)
Duke-Cadence, Inc. (100%)(IN 12.27.1989)
L—— Advantage 1Q, Inc. (4.09%)(WA 11.6.1995)
Duke Communications Holdings, Inc. (100%){DE 9.20.1996)
Q-Comm Corporation (32.7%)(NV 9.26.1996)
Duke Energy Engineering, Inc. (100%)(OH 3.28.1997)
Duke Energy Generation Services Holding Company, Inc. (100%)(DE 2.11.1997)
—— (see Appendix F for subsidiaries)
Duke-Reliant Resources, Inc. (100%)(1.14.1998)
Reliant Services, LLC (50%)(IN 6.25.1998)
Fiber Link, LLC (75%)(IN 9.5.2000)

—— Cinergy Receivables Company, LLC (100%)(DE 1.10.2002)
——— Cinergy Wholesale Energy, Inc. (100%)(OH 11.27.2000)

Cinergy Origination & Trade, LLC (100%)(DE 10.19.2001)
Cinergy Power Generation Services, LLC (100%)(DE 11.22.2000)

|—— Duke Energy Indiana, Inc. (100%)(IN 9.6.1941)

South Construction Company, Inc. (100%)(IN 5.31.1934)

— Duke Energy Ohio, Inc. (100%)(OH 4,3,1837)

Cinergy Power Investments, Inc. (100%)(OH 12.5.2000)
Duke Energy Kentucky, Inc. (100%)(KY 3.20.1901)

KO Transmission Company (100%)(KY 4.11.1994)
Miami Power Corporation (100%)(IN 3.25.1930)

Ohio Valley Electric Corporation (9%)

Sugartree Timber, LLC (100%)(DE 7.24.2008)

Tri-State Improvement Company (100%){OH 1.14.1964)

—— Duke Energy Transmission Holding Company (100%)(DE 7.16.2008)

Pioneer Transmission, LLC (50%)(IN 7.31.2008)

—— DukeTec LLC (100%)(DE 11.16.2000)

DukeTec | LLC (100%)(DE 11.16.2000)
L— eVent Resources | LLC (80%)(DE 11.17.2000)
eVent Resources Holdings LLC (100%)(DE 12.13.2000)
DukeTec [ LLC {100%)(DE 12.23.2003)
L eVent Resources | LLC (20%)DE 11.17.2000)
L eVent Resources Holdings LLC (100%)(DE 12.13.2000)

—— Duke Technologies, Inc. (100%)(DE 7.26.2000)

Cinergy Two, Inc. (100%)(DE 11.6.2000)
Duke Broadband, LLC (100%)(DE 9.22.2003)
Duke Energy One, Inc. (100%)(DE 9.5.2000)
Cinergy Solutions — Utility, Inc. (100%)(DE 9.27.2004)

Duke Investments, LLC (100%)}DE 7.25.2000)

L Current Group, LLC (9.34%)(DE 10.24.2000)
Duke Supply Network, LLC (100%)(DE 8.10.2000)
Duke Ventures 11, LLC (100%){DE 9.1.2000)

L— Catalytic Solutions, Inc. (12.9%)(CA 1.31.1996)

Information contained in the World Records database takes precedence over information disclosed in this document.
Baiance of ownership for entities <100% owned by a Duke entity can be referenced in World Records.
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Appendix C

Duke Energy Corporation
L— Duke Energy Carolinas, LLC (100%)

Duke Energy Carolinas, LLC (100%)(NC 11.27.1963)

-—— APOG, LLC (20%)(DE 6.22.2007)

—— Advance SC LLC (100%)(SC 7.9.2004)

—— Caldwell Power Company (100%)(NC 7.28.1921)

——- Carolinas Virginia Nuclear Power Associates, Inc. (25%)(NC 10.4.1956)

——— Catawba Manufacturing and Electric Power Company (100%){(NC 10/15/1901)
—— Claiborne Energy Services, Inc. (100%)(LA 3.1.1990)

—— Duke Energy Receivables Finance Company, LLC (100%)(DE 7.16.2003)
——— Eastover Land Company (100%)}(KY 6.30.1970)

l-— Eastover Mining Company (100%)(KY 7.15.1970)

-—— Greenville Gas and Electric Light and Power Company (100%)(SC 1.28.1861)
—— MCP, LLC (100%)(SC 8.18.2000)

—— NuStart Energy Development (16.67%)(DE 4.19.2004)

r— Piedmont Venture Partners Limited Partnership (10.64%)}(NC 10/3/1996)
—— Sandy River Timber, LLC {100%)(SC, 10.26.2007)

—— Southern Power Company (100%)}(NC 12.30.1927)

— TBP Properties, LLC (100%)(SC 12.11.2006)

—— TRES Timber, LLC (100%)(SC 12.11.2006)

-— Wateree Power Company (100%)(SC)

—— Western Carolina Power Company (100%)(NC 9.10.1907)

information contained in the World Records database takes precedence over information disclosed in this document.
Balance of ownership for entities <100% owned by a Duke entity can be referenced in World Records.
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Duke Energy Corporation
— Cinergy Corp. (100%)
Cinergy Global Resources, Inc. (100%)

Cinergy Global Resources, Inc. (100%)(DE 5.15.1998)
L Cinergy Global Power, Inc. (100%){DE 9.4.1997)
| CGP Global Greece Holdings, SA (99.99%)(Greece 8 10.2001)
Attiki Denmark ApS (51%)(Denmark 10.1.2000)

L Attiki Gas Supply Company, SA (49%)(Greece 11.2.2001)
—— Cinergy Global Ely, Inc. (100%)(DE 8.28.1998)
— Cinergy Global (Cayman) Holdings, Inc. (100%){Cayman Islands 9.4.1997)

Cinergy Global Tsavo Power (100%)(Cayman Islands 9.4.1997)
L—— IPS-Cinergy Power Limited (48.2%)(Kenya 4.28.1999)
Tsavo Power Company Limited (49.9%)(Kenya 1.22.1998)
—— Cinergy Global Holdings, Inc. (100%)(DE 12.18.1998)
t: CGP Global Greece Holdings, SA (.01%) (Greece 8.10.2001)
Cinergy Holdings, BV (100%)(Netherlands 4.7.1948)

—— Cinergy Global Power Africa (Proprietary) Limited (100%)(South Africa 8.3.1999)
— Cinergy Global Power Services Limited (100%}) (England 8.14.1997)
I Cinergy Global Power (UK) Limited (100%) (England2.5.1998)
L— Cinergy Global Trading Limited (100%) England 5.25.1999)
|-—— Cinergy Global Power Iberia, SA (100%)(Spain 6.17.1998)
—— Commercial Electricity Supplies Limited {100%)(England 8.10.1993)
— UK Electric Power Limited {100%)(England 12.24.1920)
- eVent Resources Overseas |, LL.C (DE 5.29.2001)
—— Cinergy UK, Inc. (100%)(DE 5.1.1996)

information contained in the World Records database takes precedence over information disclosed in this document.
Balance of ownership for enfifies <100% owned by a Duke entity can be referenced in World Records.
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Duke Energy Corporation

Cinergy Corp. (100%)
Cinergy Investments, Inc. (100%)
Cinergy Capital & Trading, Inc. {100%)

Appendix E

Cinergy Capital & Trading, Inc. (100%)(IN 10.8.1992)

Information contained in the World Records database takes precedence over information disclosed in this document.

Brownsville Power I, L.L.C. (100%)(DE 7.13.1998)

CinCap IV, LLC (10%)(DE 12.3.1997)

CinCap V, LLC (10%)(DE 7.21.1998)

Cinergy Climate Change Investments, LLC (100%)(DE 6.9.2003)

Cinergy General Holdings, L1.C (100%)(DE 12.14.2001)

Cinergy Limited Holdings, LLC (100%)(DE 12.14.2001)

Cinergy Retail Power General, Inc. (100%)(DE 8.7.2001)
Cinergy Retail Power, L.P. (0.1%)(DE 8.8.2001)

Cinergy Retail Power Limited, Inc. (100%)(DE 8.6.2001)
Cinergy Retail Power, L.P. (99%)(DE 8.8.2001)

CinFuel Resources, Inc. (100%)}DE 1.10.2002)

—— Spruce Mountain Investments, LLC (1%)(DE 11.8.20086)
- Spruce Mountain Products, LLC (100%)(DE 10.27.2006)

L LH1, LLC (1%)(DE 1.10.2002)
L—- Oak Mountain Products, LLC (100%)(DE 7.9.2001)

CinPower |, LLC (100%)(DE 6.12.1998)

Duke Energy Retail Sales, LLC (100%)(DE 12.9.2003)

LH1, LL.C {99%)(DE 1.10.2002)

l—— Oak Mountain Products, LLC (100%)(DE 7.9.2001)

Ohio River Valley Propane, LLC (100%)(DE 10.18.2001)

Spruce Mountain Investments, LLC (99%)(DE 11.8.2006)

SynCap Il, LLC (100%)(DE 10.13.2000)

Balance of ownership for entities <100% owned by a Duke entity can be referenced in World Records.
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Duke Energy Corporation
Cinergy Corp. (100%)
Cinergy Investments, Inc. (100%)
Duke Energy Generation Services Haolding Company, Inc. (100%)

Duke Energy Generation Services Holding Company, inc. (100%)(DE 2.11.1997)
—— DEGS Biomass, LLC (100%)(DE 9.22.2008)
—— ADAGE LLC (50%)(DE 9.9.2008)
L ADAGE Hamilton LLC (50%)}(DE 5.6.2009)
DEGS EPCOM Coliege Park, LLC (100%)(DE 8.20.1999)
DEGS of Boca Raton, LLC (100%){DE 9.4.1998)
DEGS of Cincinnati, LLC (100%)(OH 7.29.1997)
DEGS of St. Paul, LLC (100%)(DE 8.13.1998)
Environmental Wood Supply, LLC (50%){(MN 8.10.2000)
—— St. Paul Cogeneration, LLC (50%){(MN 12.18.1998)
DEGS of Tuscola, Inc. (100%)(DE 10.13.1998)
-— DEGS Wind 1, LLC (100%)(DE 5.23.2007)
—— DEGS Three Buites, LL.C (100%)(DE 8.26.2008)

L Three Buttes Windpower, LLC (100%){DE 8.26.2008)
DEGS Wind Supply, LLC (100%)(DE, 12.11.2007)
DEGS Wind Supply Ii, LLC (100%)(DE 8.26.2008)
Catamount Energy Corporation (100%)(VT 6.23.1992)

l.— (see Appendix G for subsidiaries)
Notrees Windpower, LP (99%)(DE 9.30.2005)
TE Notrees, LLC (100%)(DE 9.30.2005)

— Notrees Windpower, LP (1%)(DE 9.30.2005)

Ocotillo Windpower, LP (99%)(DE 12.22.2004)
TE Ocotillo, LLC (100%)(DE 12.21.2004)

L Ocotillo Windpower, LP (1%)DE 12.22.2004)
—— TE Silver Sage, LLC (100%)(DE 4.16.2007)
Silver Sage Windpower, LLC (100%)(DE 4.16.2007)
— TE Happy Jack, LLC (100%)(DE 10.27.2006)
— Happy Jack Windpower, LLC (100%)(DE 10.27.2006)
—— Kit Carson Windpower, LLC (100%)(DE 6.23.09)
Delta Township Utilities, LLC (51%)(DE 7.5.2001)
Delta Township Utilities 1l, LLC (46%)(DE 3.25.2004)
Duke Energy Generation Services, Inc.(DE 6.2.2000)

(See Appendix H for subsidiaries)
Energy Equipment Leasing LLC (49%)(DE 11.12.1998)
Owings Mills Energy Equipment Leasing, LLC (49%)(DE 10.20.1999)
SUEZ-DEGS, LLC (50%)(DE 2.18.1997)
SUEZ-DEGS of Ashtabula, LLC (49%)}DE 4.21.1999)
SUEZ-DEGS of Lansing, LLC (51%)(DE 11.3.1999)
SUEZNWNA/DEGS of Lansing, LLC (80%)(DE 11.3.1999)

SUEZ-DEGS of Orlando, LLC (100%)(DE 6.12.1998)
SUEZ-DEGS of Owings Mills, LLC (49%)(DE 9.20.1999)
SUEZ-DEGS of Rochester, LLC (48%)(DE 10.20.1999)
SUEZ-DEGS of Silver Grove, LLC (49%)(DE 3.18.1999)
SUEZ-DEGS of Tuscola, L.LC (49%)(DE 8.21.1998)
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information contained in the World Records database takes precedence over information disclosed in this document.
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Duke Energy Corporation
L—— Cinergy Corp. (100%)
Cinergy Investments, Inc. (100%)
Duke Energy Generation Services Holding Company, Inc. (100%)
L DEGS Wind I, LLC (100%)(DE 5.23.2007)

DEGS Wind I, LLC (100%)(DE 5.23.2007)
Catamount Energy Corporation (100%)(VT 6.23.1992) [DEGS Wind Vermont, Inc. (VT, 06.20.2008)]
}—— Equinox Vermont Corporation (100%)(VT 5.1.1990)
|-—— Catamount Rumford Corporation (100%)(VT 4.11.1989)
L Rumford Cogeneration Company Limited Partnership (15.0537%)(ME 1.10.1986)
—— Ryegate Associates (33.1126%)(UT 12.3.2002)
—— Catamount Sweetwater Corporation (100%)}(VT 6.17.2003)
l— Sweetwater Development LLC (50%)(TX 11.5.2002)
[~ Sweetwater Wind 6 LLC (50%)}(DE 4.29.2004)
7 Sweetwater Wind Power L.L.C. (50%) (TX 11.5.2002)
—— Catamount Sweetwater Holdings LLC (100%)(VT 6.20.2005)
L Catamount Sweetwater 1 LLC (100%)(VT 12.12.2003)
L Sweetwater Wind 1 LLC (13.59%)(DE 6.24.2003)
——- Catamount Sweetwater 2 LLC (100%)(VT 5.5.2004)
L Sweetwater Wind 2 LLC (13.14%)(DE 4.19.2004)
—— Catamount Sweetwater 3 LLC (100%)(VT 6.3.2004)
L Sweetwater Wind 3 LLC (13.18%)(DE 4.29.2004)
— Catamount Sweetwater 4-5 LLC (100%)}(VT 3.8.2005)
L Sweetwater 4-5 Holdings L.LC (18.72%)(DE 4.18.2007)
Sweetwater Wind 4 LLC (100%) (DE 4.29.2004)
—— Sweetwater Wind 5 LLC (100%)(DE 4.29.2004)
——Laurel Hill Wind Energy, LLC (50%)(PA 12.14.2004)
—— CEC Wind Development LLC (100%)(VT 1.12.2007)
—— Searchlight Wind Energy LLC (100%)(NV 1.17.2008)
— Willow Creek Wind Energy LLC (100%)DE 6.18.2007)
——— Top of the World Wind Energy LLC (100%)(DE 3.13.2008)
— Catamount Sweetwater 6 LLC (100%)(VT 9.7.2005)
— Catamount Heartlands Corporation (100%)(DE 12.12.1997)
— CEC UK1 Holding Corp. (100%)}(VT 9.11.2002)
l-—— Catamount Energy SC 1 (1%)(Scotland 10.8.2002)
L—— catamount Energy SC 2 (99%)(Scotland 10.8.2002)
—— Catamount Energy SC 2 (1%)(Scotiand 10.8.2002)
Catamount Energy SC 3 (99%)(Scotland 10.8.2002)
™ Catamount Energy SC 3 (1%)(Scotland 10.8.2002)
Catamount Celtic Energy Limited (100)(Scotland 6.8.2007)
Catamount Energy Limited (50%)(UK 8.15.2002)
-— CEC UK2 Holding Corp. (100%)(VT 9.11.2002)
L Catamount Energy SC 1 (99%)(Scotland 10.8.2002)

Information contained in the World Records database takes precedence over information disclosed in this document.
Balance of ownership for entities <100% owned by a Duke entity can be referenced in World Records.
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Duke Energy Corporation
Cinergy Corp. (100%)
- Cinergy Investments, Inc. (100%)
Duke Energy Generation Services Holding Company, Inc. (100%)
Duke Energy Generation Services, Inc. (100%)

Duke Energy Generation Services, Inc. (100%)(DE 6.2.2000)
-—— BSPE Holdings, LLC (50%)(DE 1.10.2001)
—— BSPE Limited, LLC {(100%)(DE 1.10.2001)

BSPE, L.P. (99%)(DE 1.16.2001)
—— BSPE General, LLC (100%)(DE1.11.2001)

BSPE, L.P. (1%)(DE 1.16.2001)
—— Cinergy Solutions Partners, LLC (100%)(DE 9.12.2000)
——— CST Limited, LLC (100%)(DE 5.18.2001)

CST Green Power, L.P. (99%)(DE 5.23.2001)

L Green Power Holdings, LLC (50%)(DE 12.12.2000)
-—— Green Power G.P., LLC (100%)}TX 12.15.2000)
L-— South Houston Green Power, L.P. (1%)(DE 12.19.2000)

_—— Green Power Limited, LLC (100%)(DE 12.12.2000)

South Houston Green Power, L.P. (99%)(DE 12.19.2000)
— CST General, LLC (100%)(TX 5.22.2001)

CST Green Power, L.P. (1%)(DE 5.23.2001)

Green Power Holdings, LLC (50%)(DE 12.12.2000)
L—— Green Power G.P., LLC (100%)(TX 12.15.2000)
South Houston Green Power, L.P. (1%)(DE 12.19.2000)
Green Power Limited, LLC (100%)(DE 12.12.2000)
South Houston Green Power, L.P. (99%)(DE 12.19.2000)

CSGP General, LLC (100%)(TX 4.5.2001) — transferred to external party
CSGP Limited, LLC (100%)(DE 4.5.2001) — transferred to external party
DEGS GASCO, LLC (100%)(DE 11.9.2000)
DEGS 0&M, LLC (100%)(DE 8.30.2004)
DEGS of Delta Township, LLC (100%)(DE 12.15.2004)
DEGS of Lansing, LLC (100%)(DE 6.25.2002)
DEGS of Monaca, LLC (100%)(DE 12.16.2003)
DEGS of Narrows, LLC (100%)(DE 3.17.2003)
DEGS of Oklahoma, LL.C (100%)(DE 8.13.2002)
DEGS of Parlin, LLC (100%)(DE 4.10.2006)
DEGS of Philadelphia, LLC (100%)(DE 5.11.2001)
DEGS of San Diego, Inc. (100%)(DE 1.9.2004)
DEGS of Shreveport, LLC (100%)(DE 6.28.2002)
DEGS of South Charleston, LLC (100%)(DE 8.24.2004)
DEGS of St. Bernard, L.LC (100%)(DE 1.6.2003)
Duke Energy Industrial Sales, LLC (100%)(DE 6.6.2006)
Oklahoma Arcadian Ultilities, LL.C (40.8%)(DE 12.5.2000)
Shreveport Red River Utilities, LLC (40.8%)(DE 10.16.2000)
Teak Mountain Products, LLC (100%)(DE 5.1.2007)
Willow Mountain Products, LLC (100%)(DE 5.1.2007)
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Information contained in the World Records database takes precedence over information disclosed in this document.
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Changes to Corporate Structure - April 1, 2009 —~ June 30, 2009

Entities Removed:

Lansing Grand River Utilities, LLC (100%)(DE 9.14.2000) — dissolved 05/04/2009

DEGS of Rock Hill, LLC (100%)(DE 3.17.2003) —~ dissolved 05/11/2009

DEGS Biogas, Inc. (100%)DE 11.9.2000) — dissolved 05/05/2009

Duke Energy Merchants Investments (UK} Limited (100%){England and Wales 5.1.2001) — liquidated 5/13/2008
Duke Energy Merchants UK LLP (50%)(England and Wales 10.25.2001) - liquidated 5/13/2008

Duke Energy Merchants Trading and Marketing (UK) Limited (100%)(England 12.18.2000) - liquidated 5/13/2008
Duke Energy Merchants UK LLP (50%)(England and Wales 10.25.2001) - liquidated 5/13/2008

Midlands Hydrocarbons (Bangladesh) Limited (100%)(England 6.29.1993) — liquidated 4/21/09

Formations

Duke Ventures Real Estate, LL.C (100%)(DE 6.9.2009)
Kit Carson Windpower, LLC (100%)(DE 6.23.09)
ADAGE Hamilton LLC (50%)(DE 5.6.2009)

Information contained in the World Records database takes precedence over information disclosed in this document.
Batance of ownership for entifies <100% owned by a Duke entity can be referenced in World Records.

Page 11 of 1N Corporate Secretarial Department 6/30/2009






Duke Energy Kentucky, Inc.
Case No. 2009-00202

First Set Staff Data Requests
Date Received: June 19, 2009
STAFF-DR-01-003

REQUEST:

Provide the capital structure at the end of the 10 most recent calendar years and each of
the other periods shown in Schedule 3a and Schedule 3b.

RESPONSE:

See Attachment STAFF-DR-01-003.

PERSON RESPONSIBLE: Stephen G. De May / Brenda R. Melendez



Case No. 2009-00202

STAFF-DR-01-003

Schedule 3a
Page 1of 4
Duke Energy Kentucky, Inc.
Case No. 2009-00202
Calcutation of Capital Structure
12 Months Ended December
Dollars In Thousands
Line No. Type of Capital 2008 ‘ 2007 2006 , 2005 . 2004 '
Amount Ratio Amount Ratio Amount Ratio Amaount Ratio Amount Ratio

1. Long Term Debt ' 5 316,168 44.3%| $ 265,334 39.1%} $ 283,192 41.9%| $ 103,626 31.4%| § 100,118 32.9%

2. Short-Term Debt 3,241 0.5% 27,470 4.0% 42,603 6.3% 29,777 9.0% 11,246 3.7%

3. preferred & Preference Stock - 0.0% - 0.0% - 0.0% - 0.0% - 0.0%

4, Common Equity 394,025 55.2% 385,546 56.9% 349,348 51.8% 196,459 59.6% 192,511 63.4%

5. Total Capitalization S 713,434 100.0%| $ 678,350 100.0%| $ 675,143 100.0%} S 329,862 100.0%{ $ 303,875 100.0%

. 2003 2002 2001 2000 1999 Mar-08
Line No. Type of Capital - - - - - -
Amount Ratio Amount Ratio Amount Ratio Amount Ratio Amount Ratio Amount Ratio

1. Long Term Debt ' S 54,685 18.9%! S 74,653 28.1% $ 74,621 27.3%| 74,589 29.7%| § 74,557 30.5%| § 325,518 44.5%
2. Short-Term Debt 45,233 15.6% 14,076 5.3% 26,432 9.7% 29,403 11.7% 37,752 15.4% - 0.0%
3. preferred & Preference Stock - 0.0% - 0.0% - 0.0% - 0.0% - 0.0% - 0.0%
4, Common Equity 189,356 65.5% 177,163 66.6% 172,203 63.0% 147,188 58.6% 132,050 54.1% 405,815 55.5%
5. |Total Capitalization S 289,274 100.0%| $ 265,892 100.0%} $ 273,256 100.0%] $ 251,180 100.0% $  244.359 100.0%} $  731.333 100.0%

{1) Includes current portion of Long Term Debt
{2) Includes Cammon Stock, Additional Paid in Capital, Retaine

d Earnings and Other Comprehensive Income




Case No. 2009-00202
STAFF-DR-01-003

Schedule 3b
page 2 of 4
Duke Energy Kentucky, Inc.
Case No. 2009-00202
Calculation of Average Capital Structure
12 Months Ended December 31, 2008
Dollars in Thousands
Total
Line Total Long-term Short-term Preferred Common Retained Common
No. Item Capital Dept’ Debt Stock Stock * Earnings Equity
{a) (b) () {d) {e) () (g) {h)

1 Balance at the beginning of Jan 1, 2008 S 6849385 271,923 S 27,4701 S -1 175,2751% 210,270 $ 385,545
2 1st Month 683,503 271,930 21,385 - 174,902 215,286 390,188
3 2nd Month 666,407 271,936 - - 174,917 219,554 394,471
4 3rd Month 671,485 271,942 485 - 176,274 222,784 399,058
5 4th Month 655,169 251,948 2,330 - 176,274 224,617 400,891
6 5th Month 655,924 251,952 1,083 - 176,274 226,615 402,889
7 6th Month 663,699 251,957 7.663 - 176,274 227,805 404,079
8 7th Month 667,023 251,962 7,241 - 176,274 231,546 407,820
9 8th Month 670,262 251,966 6,908 - 176,274 235,114 411,388
10 gth Month 737,842 324,628 - - 176,274 236,940 413,214
11 10th Month 739,305 324,632 - - 176,274 238,399 414,673
12 11th Month 743,133 325,498 - - 176,274 241,361 417,635
13 12th Month 722,769 325,503 3,241 - 176,274 217,751 394,025
14 Total (L1 through 113) 8,961,459 3,647,777 77,806 - 2,287,834 2,948,042 5,235,876
15 Average Balance {L14/13) S 689,343 1 S 280,598 | 5 5,985 | S -1s 175,987 | § 226,772 15 402,760
16 Average Capitalization Ratio 100.00% 40.70% 0.87% 0.00% 25.53% 32.90% 58.43%
17 End-of-period Capita]ization Ratio 100.00% 45.03% 0.45% 0.00% 24.390/0l 30.13% 54.52%

(1) Includes current portion of Long Term Debt
(2) Includes Common stock, Additional Paid in Capital an

d Other Comprehensive income




Case No. 2008-00202
STAFF-DR-01-003

Schedule 3a
Page 3 of 4
Duke Energy Corp. / Cinergy Corp. "
Case No. 2009-00202
Calculation of Capital Structure
12 Months Ended December
Dollars in Thousands
Line 1999 2000 2001 2002 2003
No. Type of Capital Amount Ratio Amount Ratio Amount Ratio Amount Ratio Amount Ratio
1. Long Term Debt 2 3,055,669 48.1%| 2,972,849 42.8% 3,780,104 45.8%| 4.315,081 49.9% 5,026,040 55.0%
2. Short Term Debt 550,194 87%| 1,128,657 16.2% 1,155,786 14.0% 667,973 7.7% 351,412 3.8%
3. Preferred Trust Securities - 0.0% - 0.0% 306,327 3.7% 308,187 3.6% - 0.0%
4. Preferred & Preference Stock 92,597 1.5% 62,834 0.9% 62,833 0.8% 62,828 0.7% 62,818 0.7%
5. Common Equity 2,653,721 41.7%| 2,788,961 40.1% 2,941,459 35.7%| 3,293476 38.1% 3,700,682 40.5%
6. Total Capitalization 6,352,181 100.0%| 6,953,301 100.0% 8,246,509 100.0%| 8.647,545 100.0% 9,140,952 100.0%
tatest Available
Line 2004 2005 2006 2007 2008 Quarter *
No. Type of Capital Amount Ratio Amount Ratio Amount Ratio Amount Ratio Amount Ratio Amount Ratio
1. Long Term Debt 2 4,512,203 46.8%| 4,820.425 . 46.6%| 19,722,741 42 6% 11,023,958 33.4%| 13,896,771 39.2%| 15,216,827 41.4%
2. Short Term Debt 948,327 9.8% 923,600 8.9% 450,241 1.0% 742,441 2.3% 543,074 1.5% 279,289 0.8%
3. Preferred Trust Securities - 0.0% - 0.0% - 0.0% - 0.0% - 0.0% - 0.0%
Preferred & Preference
4. Stock 62,818 0.7% 31,743 0.3% - 0.0% - 0.0% - 0.0% - 0.0%
5. Common Equity 4,115,922 42.7%| 4,577,395 44,2%)| 26,102,309 56.4%| 21,198,853 64.3%] 20,988,472 59.3%| 21,215,191 57.8%
6 Total Capitalization 9,639,270 100.0%]| 10,353,163 100.0%| 46,275,291 100.0%| 32,965,252 100.0%| 35,428,317 100.0%| 36,711,307 100.0%

(1) Amounts for the years 1999 - 2005 represent Cinergy Corp.; amounts thereafter represent Duke Energy Corp.
(2) Includes current portion of Long Term Debt
(3) Lastest available quarter is as of March 31, 2009




Case No. 2009-00202
STAFF-DR-01-003

Schedule 3b
Page 4 of 4
Duke Energy Corp.
Case No. 2009-00202
Calculation of Average Capital Structure
12 Months Ended December 31, 2008
Dollars in Thousands
Total
Line Total Long-term Short-term Preferred Common Retained Common
No. Item Capital Debt Debt Stock Stock ? Earnings Equity
(a) (b} (c) (d) (e) ] (g) {h)
1 |Balance Beginning of test year 32,965,252 11,023,958 742,441 - 19,800,585 1,398,258 21,198,853
2 |1st Month 33,660,085 11,817,773 592,318 - 19,812,697 1,337,297 21,149,994
3 |2nd Month 33,664,228 11,937,511 378,603 - 19,864,350 1,483,764 21,348,114
4 {3rd Month 33,510,978 14,414,880 686,814 - 19,835,628 1,573,656 21,409,284
5 {4th Month 34,312,776 12,197 973 557,046 - 19,871,746 1,686,011 21,657,757
6 |5th Month 34,096,294 12,208,567 459,493 - 19,921,421 1,506,813 21,428,234
7 16th Month 34,589,172 12,873,616 414 191 - 19,048,162 1,353,203 21,301,365
8 |7th Month 34,839,303 12,894,179 401,010 - 20,520,972 1,023,142 21,544,114
9 |8th Month 35,254,627 13,342,508 279,567 - 19,952,045 1,680,507 21,632,552
40 19th Month 36,249,545 14,018,375 901,314 - 19,762,767 1,567,089 21,329,856
11 {10th Month 35,224,073 13,365,164 850,356 - 19,648,496 1,360,057 21,008,553
12 {11th Month 35716,273 14,096,193 597,311 - 19,569,047 1,453,722 21,022,769
13 {12th Month 35,428,317 13,896,771 543,074 - 19,381,479 1,606,993 20,988,472
14 Total (L1-L13) 449,510,923 165,187,468 7,403,538 - 257,889,405 19,030,512 | 276,919,917
15 |Average Balance (L1 4/13) 34,577,763 12,706,728 569,503 N/A 19,837,647 1,463,886 21,301,532
16 |Average capitalization ratios 100.00% 36.75% 1.65% 0.00% 57.37% 4,23% 61.60%
End-of-period capitalization ratios 100.00% 38.22% 1.53% 0.00% 54.71% 4.58% 589.25%

(1) Includes current portion of long-term debt.

(2) Includes Common Stock, Additional Paid in Capital and Other

Comprehensive income







Duke Energy Kentucky, Inc.
Case No. 2009-00202

First Set Staff Data Requests
Date Received: June 19, 2009

STAFF-DR-01-004
REQUEST:

Provide the following:

a. A list of all outstanding issues of long-term debt as of the end of the latest calendar
year together with the related information as shown in Schedule 4a.

b. An analysis of short-term debt as shown in Schedule 4b as of the end of the latest
calendar year.

RESPONSE:

See Attachment STAFF-DR-01-004 (a) and Attachment STAFF-DR-01-004(b).

PERSON RESPONSIBLE: Stephen G. De May



DUKE ENERGY KENTUCKY, INC.

CASE NO. 2009-00202

Schedule of Ouistanding L.ong-Term Debt
For The Period Ended December 31, 2008

Case No. 2009-00202
STAFF-DR-01-004(a)

Coupon Bond Rating Annualized
Line Type of Date of Date of Amount Interest CostRate CostRateto at Time Type of Cost
(a) () © (d) (e) ® @ 0] (0]
1 Capital Leases:
2 Capital Lease - Meters (2001 Acquisitions) 12/20/01 9/20/10 415,088  5.284% 5.284% 5.997% N/A N/A  Capital Lease 24,893
3 Capital Lease - Meters (2002 Acquisitions) 12/20/02 9/20/11 411,721 3.734% 3.734% 4.481% N/A N/A  Capital Lease 18,449
4 Capital Lease - Meters (2003 Acquisitions} 12/20/03 9/20/12 1,010,278  3.962% 3.962% 4.740% N/A N/A  Capital Lease 47,887
5 Capitai Lease - Meters (2004 Acquisitions) 12/20/04 9/20/13 1,183,976 4.257% 4.257% 5.010% N/A N/A  Capital Lease 58,317
6 Capital Lease - Meters {2005 Acquisitions) 12/30/05 12/30/14 1,403,783 4.194% 4.194% 4.893% N/A N/A  Capital Lease 68,687
7 Capital Lease - Meters (2006 Acquisitions) 12/28/06 12/28/15 1,837,951 4.288% 4.288% 5.000% N/A N/A  Capital Lease 91,898
8 Capital Lease - Meters (2007 Acquisitions) 12/31/07  12/31/16 2,598,973  4.397% 4.397% 5115% N/A  N/A Capital Lease 132,937
g Capital Lease - Erlanger Facility 9/30/05 9/30/20 1,744,888  8.403% 8.403% 8.634% N/A N/A  Capitai Lease 150,654
10
11 Unamortized Loss on Reacquired Debt:
12 10.25% due 6/1/2020 (448,401) 8.75%% 39,276
13 9.7% due 7/1/2019 (703,458) 9.524% 66,996
14 10.25% due 11/15/2020 (444,885) 8.421% 37,464
16 7.65% due 7/15/2025 {1,057,380) 6.045% 63,922
16 5.5% due 1/1/2024 (579,804) 6.667% 38,654
17 6.25% due 8/1/2013 (76,550) 21.818% 16,702
18 6.5% due 1/15/2022 (63,289) 7.207% 4,561
19 Variable Rate Pollution Control Bond, due 8/1/27 (289,319) 5.381% 15,569
20
21 Long-Term Debt:
22 Debentures 12/9/04 12115/14 39,568,587 5.000% 5.119% 5.254% Baat BBB Unsecured Debentures 2,078,780
23 Debentures 3/10/06 3/10/16 49,700,757 5.750% 5.758% 5.869% Baalt BBB Unsecured Debentures 2,917,003
24 Debentures 3/10/06 3/10/36 64,086,417 6.200% 6.250% 6.342% Baati BBB Unsecured Debentures 4,064,044
25 Debentures 7126106 8/1/27 26,538,829 Variable 0.260% 0.310% Aaa AAA Pollution Control Bond 82,382
26 Debentures 12/3/08 8/1/27 49,822,320 Vanable 0.362% 0.363% Aaa AAA Poliution Control Bond 180,820
27 Long-Term Notes Payable 9/30/08 6/28/12 73,491,183 Variable 2.256% 2.268% N/A N/A  Draw Under Master Credit Facility 1,666,661
28 Other 7131/07 7131127 851,494 4.770% 4.770% 4.770% N/A N/A 40,616
29
30 311,003,158 11,908,171
31
32 Annualized Cost Rate [total
33 Col. (j) / Total col. (d)] 3.829%
34

35 (1) Represents Carrying Value

38 (2} Nominal Rate

37 (3) Nominal Rate Plus Discount or Premum Amortization

38 (4) Nommnal Rate Plus Discount or Premum Amortization, and Issuance Cost
39 (5) Standard & Poor’s, Moody, efc.



Case No. 2008-00202
STAFF-DR-01-004(b)
DUKE ENERGY KENTUCKY, INC.
CASE NO. 2009-00202
Scheduie of Short-Term Debt
For The Period Ended December 31, 2008

Nominal Effective Annualized
Line Type of Date of Date of Amount Interest Interest Cost
No. Debt issue Issue Maturity Outstanding Rate Rate Col. (f) x Col. (d)
@ (b) (© (d) (e) 0 )]
1 Capital Leases:
2 Capital Lease - Meters (2000 Acquisitions) 12/25/00 9/20/08 1,160,138 5.250% 6.089% 70,641
3 Capital Lease - Meters (2001 Acquisitions) 12/20/01 9/20/10 152,195 5.284% 5.997% 9,127
4 Capital Lease - Meters (2002 Acquisitions) 12/20/02 9/20/11 107,796 3.734% 4.481% 4,830
5 Capital Lease - Meters (2003 Acquisitions) 12/20/03 9/20/12 197,856 3.962% 4.740% 9,378
6 Capital Lease - Meters (2004 Acquisitions) 12/20/04 9/20/13 183,685 4.257% 5.010% 9,203
7 Capital Lease - Meters (2005 Acquisitions) 12/30/05 12/30/14 181,370 4.194% 4.893% 8,874
8 Capital Lease - Meters (2006 Acquisitions) 12/28/06 12/28/15 198,890 4.288% 5.000% 9,950
9 Capital Lease - Meters (2007 Acquisitions) 12/31/07 12/31/16 239,961 4.397% 5.115% 12,274
10 Capital Lease - Erlanger Facility 9/30/05 9/30/20 90,093 8.403% 8.634% 7,779
11
12 Current Maturities of Long-Term Debt:
13 7.875% due 9/15/09 9/15/99 9/15/09 20,000,000 7.875% 7.875% 1,575,000
14
15 Other:
16 Notes Payable - Money Pool 3,241,044 0.490% 0.490% 15,881
17 Amount Sold for Cash/Classified as Receivable 41,861,284 3.200% 3.200% 1,339,561
18 Unamortized (discount) or premium (56,767) (56,767)
19
20 Total Shori-Term Debt 67,557,646 3,015,732
21 Annualized Cost Rate [Total Col. (g) / Total Col. (d)] 4.464%
22 Actual Interest Paid or Accrued on Short-Term
23  Debt during the Test Year [report in Col. (g) of this schedule] $ 2,158,511
24 Average Short-Term Debt - Format 3, Schedule 2, Line 15 Col. (d) [Report in Col. (g) of this Scheduie] 3 50,412,869
25 Test-Year Interest Cost Rate [Actual Interest /
26 Average Short-Term Debt] [Report in Col. (f) of this schedule] 4.282%

Note: In all instances where the Effective Interest Cost Rate is different from the Nominal Interest Rate, provide a calculation of the effective
interest Cost Rate in sufficient detail to show the items of costs that cause the difference.






Duke Energy Kentucky, Inc.
Case No. 2009-00202
First Set Staff Data Requests
Date Received: June 19, 2009
STAFF-DR-01-0605
REQUEST:

Provide a list of all outstanding issues of preferred stock as of the end of the latest
calendar year as shown in Schedule 5.

RESPONSE:

Duke Energy Kentucky has no outstanding preferred stock.

PERSON RESPONSIBLE: Stephen G. De May






Duke Energy Kentucky, Inc.
Case No. 2009-00202

First Set Staff Data Requests
Date Received: June 19, 2009

STAFF-DR-01-006
REQUEST:
Provide the following:

a. List all issues of common stock in the primary market during the 10 most recent
calendar years as shown in Schedule 6a.

b. The common stock information on a quarterly and yearly basis for the five most
recent calendar years available, and through the latest available quarter as shown
in Schedule 6b.

c. The market prices for common stock for each month during the five most recent
calendar years and for succeeding months through the date the application is filed.
List all stock splits and stock dividends by date and type.

RESPONSE:
a. None.

b. See Attachment STAFF-DR-01-006 (b).

c. N/A, not publicly traded.

PERSON RESPONSIBLE: Brenda R. Melendez



Duke Energy Kentucky, Inc.
Case No. 2009-00202

Quarterly and Annual Common Stock Information
For the Periods as Shown

Case No. 2009-00202

STAFF-DR-01-006(b)

Page 1 of 1

Average
No. of Shares Book Earnings Dividend Return on
Period Outstanding Value per Rate Average
(000) (000) Share (a) PerShare  Common
5th Calendar Year
3/31/2004 585 $ 197,244 § 1348 §$ - 4.08%
6/30/2004 585 $ 200,335 % 528 § - 1.55%
9/30/2004 585 $ 202635 $ 393 § - 1.14%
12/31/2004 585 $ 192511 § 016 $ 2494 2.71%
Annual 585 $ 192511 $ 3184 $ 2494 9.76%
4th Calendar Year
3/31/2005 585 $ 198,706 % 1058 $ - 3.17%
6/30/2005 585 $ 198219 § (0.83) % - -0.25%
9/30/2005 585 $ 201,837 % 621 §$ - 1.82%
12/31/2005 585 $ 196,459 $ 906 $ 17.02 2.66%
Annual 585 $ 196459 $§ 2502 $ 17.02 7.53%
3rd Calendar Year
3/31/2006 585 $ 346,672 % 1770 $ - 3.81%
6/30/2006 585 $ 344226 % (4.18) $ - -0.71%
9/30/2006 585 $ 344073 § 074 $ - 0.13%
12/31/2006 585 $ 349,348 % 406 $ - 0.69%
Annual 585 $ 349,348 § 1832 $ - 3.93%
2nd Calendar Year
3/31/2007 585 $ 362117 $ 2205 § - 3.63%
6/30/2007 585 $ 369,842 % 6.32 § - 1.01%
9/30/2007 585 $ 376,936 § 1299 % - 2.04%
12/31/2007 585 $ 385546 § 16.81 § - 2.43%
Annual 585 $ 385546 $ 5718 § - 9.11%
1st Calendar Year
3/31/2008 585 $ 399,058 $§ 2138 $ - 3.19%
6/30/2008 585 $ 404079 § 858 § - 1.25%
9/30/2008 585 $ 413214 § 1561 § - 2.24%
12/31/2008 585 $ 394025 $ 1847 $ 5125 2.68%
Annual 585 $ 394025 $ 6403 $ 5125 9.62%
Latest
3/31/2009 585 $ 405815 § 2014 § - 2.95%

(a) Earnings per Share for Duke Energy Kentucky, inc. is not publicly reported.






Duke Energy Kentucky, Inc.
Case No. 2009-00202
First Set Staff Data Requests
Date Received: June 19, 2009
STAFF-DR-01-007
REQUEST:

Provide a computation of fixed charge coverage ratios for the 10 most recent calendar
years as shown in Schedule 7.

RESPONSE:

See Attachment STAFF-DR-01-007.

PERSON RESPONSIBLE: Stephen G. De May



Line

SOO NG A WN =

Net Income
Additions:
Interest on Long-Term Debt
Other Interest
interest Component of Rents (a)
Income Taxes
Deductions:
AFUDC - Debt
AFUDC - Equity
Income Available for Fixed Charge Coverage

Fixed Charges
Interest Charges
Interest Component of Renis (a)
Total Fixed Charges

Ratio of Earnings to Fixed Charges

First Set Staff Data Requests
Staff-DR-01-007

Schedule 7
Duke Energy Kentucky
Case No. 2009-00202
Computation of Fixed Charge Coverage Ratio (SEC Method)
For the Periods as Shown
(000 except ratios)
1999 Q0 2001 2002 2003 2004 2005 2006 2007 2008

$ 12274 $ 24632 $ 35924 § 12150 $ 19026 § 18638 § 14,645 10,723 33,469 § 37,481
5,192 5,451 5,531 5,533 5,526 4398 6,371 12,636 15,568 15,433
1,147 1,288 963 618 672 828 756 3,928 2,320 2,729
1,359 1,276 1,288 959 906 928 418 1,052 1,419 1,419
10,183 13,800 13,699 12,349 9,781 10,376 7.833 8,584 19,017 20,590
225 431 181 213 71 47 223 788 474 494
36 61 142 794 183 (18) 642 626 219 778
$ 29894 $ 45955 § 57,082 $ 30602 $ 35660 $ 35139 § 29,158 35,509 71,100 $§ 76,380
$ 633 $ 6739 $§ 6493 $§ 6151 $§ 6198 $ 5226 ¢ 7127 16,564 17,888 $ 18,162
1,359 1,276 1,288 959 906 928 418 1,052 1,419 1,419
$ 7698 $ 8015 $§ 7781 $ 7110 & 7104 § 6154 § 7,545 17,616 19,307 $ 19,581
3.88 5.73 7.34 4.30 5.02 5.71 3.86 2.02 3.68 3.80







Duke Energy Kentucky, Inc.
Case No. 2009-00202

First Set Staff Data Requests
Date Received: June 19,2009

STAFF-DR-01-008

REQUEST:

Provide Duke Kentucky’s internal accounting manuals, directives, and policies and
procedures.

RESPONSE:

Please refer to Attachment STAFF-DR-01-008 for Duke Energy Corp.’s internal controls
and financial controls policies applicable to Duke Energy Kentucky. Also included in the
attachment are Cash Management Guidelines and a Financial Analysis Manual. Duke
Energy Kentucky, Inc.’s Cost Allocation Manual has been provided in Volume 10 of its
Application in this proceeding.

PERSON RESPONSIBLE: Brenda R. Melendez



Case No. 2009-00202
STAFF-DR-01-008
Page 1 of 349

Tracking Sheet - List of Internal Controls and Financial Controls Policies

This list was last updated on 06-17-2009 Original
Current Revision | Effective
Date * Date
Accounting and Financial Reporting
Account Analysis and Reconciliation 3/31/2008 4/30/2001
Accounting for Cash Overdrafts 5/15/2009 3/31/2006
Accounting for Claims between Captive insurer and Affiliates 3/31/2008 12/16/2004
Accounting for Defined Benefit Pension Plans and Other Post-Retirement Benefit Plans 12/31/2008 12/1/2004
Accounting for Derivative Instruments and Hedging Activities 12/31/2008 12/1/2004
Accounting for Goodwill 12/31/2008 12/1/2004
Accounting for Intercompany Transactions 5/15/2009 713112004
Accounting for Loss Contingencies 12/31/2008 12/18/2007
Accounting for Regulated Entities (SFAS No. 71) 12/31/2008 12/1/2004
Accrual Guidelines 5/15/2009 3/31/2003
Asset Impairments Reviews for Long-lived Assets (excluding Goodwill) and Equity Method Investments. 12/31/2008 12/1/2004
Assets Held for Sale and Discontinued Operations (SFAS No. 144 and APB No. 18)
Duke Energy Internationatl (DEI) Capitalization Policy 6/15/2008 5/31/2008
Fair Value Measurements Used in Accounting 1/1/2008
Financial Statement Disclosure of Related Parly Transactions 5/15/2009 12/15/2004
Form 8-K Requirements and Filing Procedure 4/30/2009 8/23/2004
Journal Entry Creation and Approval Reguirements for Non-System Generated Journals 3/1/2008 9/30/2003
Other Comprehensive Income Accounting Procedures 5/15/2009 12/31/2003
Preparing & Reviewing Financial Schedules, Statements, or Reports 2/1/2008 3/31/2004
Property/Business Interruption Reserve Eliminations in Consolidation 3/31/2008 12/31/2004
Reclassification of Realized Income Statement Activity in Consolidation - Net vs. Gross 4/1/2007 9/30/2003
Revenue and Accounts Receivable 8/31/2000
Revenue Recognition 12/31/2008 12/1/2004
Roles and Responsibilities for the Consultation on and Documentation of Significant Accounting or Reporting
Matters 12/31/2008 12/15/2004
U.S. GAAP Compliance Checklist 12/31/2008 121112004
Expenditures
Accounts Payable and Imprest Petty Cash 4/20/2009 7/19/2006
Approval of Annual Budget 4/1/2008 8/31/2000
Approval of Business Transactions 1/1/2009 71112000
Check Signing 1/1/2008 8/31/2000
Contract Administration Policy 711/2008
Delegation of Authority 1/1/2008 8/31/2000
Delegation of Authority - International Employees 6/15/2009 8/31/2000
Emplovee Expense Reimbursement Policy 4/20/2009 8/31/2000
Purchasing Authority Policy 1/1/2008 1112008
Purchasing Controls Policy 4/1/2008 3/31/2004
External Auditor and Other Major Accounting Firms
Engaging Major Accounting Firms for All Services 4/30/2009
Engaging the Independent Auditor for Services 12/9/2008 4/4/2006
Hiring Policy for Employees and Former Employees of the External Auditor 2/1/2008 4/24/2003
Fixed Assets
Property, Equipment and Inventory Policy 8/31/2000

Other Internal Controls

Creation, Dissolution or Restructuring of Legal Entities and Subsidiaries 5/15/2009 3/25/2004
Disclosure Committee Charter 1/8/2009

Disclosure Controls and Procedures Qverview 1/1/2008 1/1/2008
Sarbanes-Oxley Change Control 9/15/2007 10/1/2004
Payroll

Payroll Policy { | 8172000

Risk Management
Commodity Risk Policy | anizoos | 52472004
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Tracking Sheet - List of Internal Controls and Financial Controls Policies
This list was last updated on 06-17-2009 Original
Current Revision | Effective
Date * Date
Credit Policy 5/1/2008 7/15/2003
Loan Policy 4/1/2006 1/7/2002
Summary of Internal Controls and Financial Controls Policies
Summary of internal Controls and Financial Controls Policies 12/16/2004
Taxes
Accounting for Income Taxes 3/31/2009 6/30/2004
Property Tax 3/31/2009 8/31/2000
Relations with Tax Authorities 3/31/2009 8/31/2000
Sales/Use and Excise Tax 3/31/2009 8/31/2000
Tax Reserves Policy 3/31/2009 12/31/2004
Treasury
Bank Account and Check Disbursement Policy 1/1/2009 8/31/2000
Corporate Cash Management Policy 1/1/2009 3/10/2000
Financing Activity and Financial Risk Management Policy 4/1/2006 4/1/2006
Intercompany Funding Policy 1/1/2009 11/1/2004
Property and Liability Insurance 1/1/2009
Surety Bonds 1/1/2009 9/26/2000
Wire Transfer Policy 1/1/2008 8/31/2000

* If no Revision Date is indicated, it is the same as the Effective Date and/or there have been no revisions,
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Duke Energy Accounting Policy Statement

Account Analysis and Reconciliation Policy

Applicability: Applies to Enterprise
Originator: Corporate Controller

Approval: Corporate Controller
Effective Date: 04/30/2001
Revision Date: 03/31/2008

Reissue Date: 03/31/2008

Statement of Purpose and Philosophy

The purpose of this Policy is to provide guidelines for analyzing and reconciling balance sheet account
balances. Routine account analysis and reconciliation is a foundation for strong internal controls and
ensuring an accurate general ledger and financial statements. This Policy is applicable to all Business

Units/Corporate Areas.

Policy Expectations

e Each Business Unit/Corporate Area should ensure account analysis and reconciliation procedures, at
a minimum, comply with the requirements of this Policy.

Accountabilities: Roles and Responsibilities

Corporate Controlier's Department

e Maintain a policy for account analysis and reconciliation processes to help ensure that Business
Units/Corporate Areas maintain accurate general ledger and financial statement account balances.

e Internal Controls reviews overrides to this Policy for reasonableness and, if appropriate, reports to
Corporate Controller.

e Corporate Controller reviews and approves, if appropriate, requests for an exception to this Policy.

Business Units/Corporate Areas

e Ensure the appropriate individuals in the Business Unit/Corporate Area are aware of and comply
with the requirements of this Policy

¢ Implement routine account analysis and reconciliation procedures sufficient to ensure balance sheet
accounts and financial statements are accurate, including reconciling to supporting schedules and
documentation which substantiate ending balances.

e Ensure account analysis and reconciliations, and necessary corrections, are completed in a timely
manner. Reconciliations shall be performed by the last business day of the month following the
General Ledger month for which accounts are being reconciled, e.g., March General Ledger account
balances shall be reconciled by the last business day in April.

¢ Maintain adequate documentation to support account balance, account reconciliation, and
management review process.

¢ Reconcile High Risk Accounts on a monthly basis.
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s Reconcile Low Risk Accounts at least every three months,

¢ Define each account as either High Risk or Low Risk and maintain documentation supporting the
rationale for such classification. See the "Standards and Requirements" section below for the
definition of High Risk Accounts and Low Risk Accounts. It is anticipated that High Risk Accounts
and Low Risk Accounts would be a subset of the Chart of Accounts.

» Perform account reconciliations at the General Ledger {(GL) account chartfield ievel, or a level that
includes more that one GL account chartfield where the activity in the grouping of accounts is
similar and can be reconciled together.

¢ Ensure the account reconciliation documentation is reviewed by management, or management
designee, as evidenced by a signature and date. Each Business Unit/Corporate Area is responsible
for maintaining this documentation.

e Ensure the “"Exceptions Report - Unreconciled Accounts” report is accurate and timely, and
management adequately monitors results and implements corrective actions, as necessary.

e Use the “Exceptions Report - Unreconciled Accounts” report to notify the Corporate Controller
(submit reports to Internal Controls) of any exception items, Accounts Not Analyzed and/or
Accounts Not Current, as described in the Guidelines section below that meet the following
thresholds for the applicable registrant:

Entities Threshold (in dollars)
Duke Energy Carolinas, LLC $3,000,000
and subsidiaries
Duke Energy Indiana, Inc. {$1,000,000
and subsidiaries
Duke Energy Ohio, Inc. and |$1,000,000
subsidiaries
IAll other Duke Energy $6,500,000
Corporation subsidiaries

Business Unit/Corporate Areas may adopt, at their discretion, lower reporting thresholds. In addition, for
administrative ease, Business Units/Corporate Areas may adopt one reporting threshold. However, the
threshold adopted for any entity can not be higher than the amounts indicated above. For example, the
threshold for Duke Energy Ohio, Inc. and subsidiaries can not be higher than $1 million.

This exception report must be submitted to Internal Controls by the last business day of each month.
Report exception items on a GL account chartfield basis.

If there are no exceptions to report, indicate such positive affirmation, to Internal Controls by the last

business day of each month.

e Send Policy exception requests to Internal Controls, Corporate Controlier's Department. See
attached “"Request for Ongoing Exception to Policy” for the form to use to request a Policy
exception.

Standards and Requirements

e Account Definition - Each balance sheet account should be described adequately to enable a clear
determination of proper transactions in the account.

e Comparative and Trend Analysis - Comparative metrics, such as dollar or percent change, or other
appropriate measures, should be established to identify significant account fluctuations that need
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accelerated detail journal analysis. If unusual comparisons or trends cannot be reasonably
explained, closely review transactions to identify and correct errors. Metrics should be easily
generated and updated.

Documentation - Documentation should be maintained to support the amounts in accounts, analysis
and reconciliation of each account, correcting entries, and the management review process.
Electronic Reconciliations - The reconciliation process must be documented for an automated
reconciliation performed using software applications or computer programs. Management must
review and approve the automated process to ensure that the appropriate controls are in place to
perform an adequate reconciliation. The electronic reconciliation must be reviewed to ensure that
the reconciliation was performed adequately. At a minimum, print summary documentation to
provide evidence of the reconciliation. Documentation should be maintained to support that the
electronic reconciliation was reviewed for adequate reconciliation and must be signed and dated by
management or their designee.

Freguency - Balance sheet accounts must be routinely analyzed or reconciled at least quarterly to
ensure accuracy of financial statements. High Risk Accounts should be analyzed or reconciled
monthly.

High_Risk Accounts - Accounts which should be reconciled on a monthly basis even if the balance
contained in the accounts is below the applicable registrant materiality threshold level (see
Materiality Thresholds), e.g., Cash and Cash Equivalents, Trading and Hedging Accounts, and
Clearing Accounts and accounts with subsidiary ledgers. Business Units/Corporate Areas will define
which accounts are high risk for their unit/area. In addition to account balance, other factors which
Business Unit/Corporate Areas may consider when defining the risk of an account may include the
nature of the account, complexity of transactions, volume of transactions, variability of account
balance, regulatory and audit impacts, and other factors deemed applicable. Business
Units/Corporate Areas must maintain documentation of accounts deemed to be high risk which
includes the rationale used to classify accounts as High Risk Accounts.

Low Risk Accounts - Accounts which contain activity deemed to be of a low risk nature that can be
reconciled on a quarterly basis, even if the balances are greater than the applicable registrant
materiality threshold (see Materiality Thresholds) level, e.g., accounts which contain balances which
amortize on a prorated basis. Business Units/Corporate Areas will define which accounts are fow
risk for their unit/area. In addition to account balance, other factors which Business Unit/Corporate
Areas may consider when defining the risk of an account may include the nature of the account,
complexity of transactions, volume of transactions, variability of account balance, regulatory and
audit impacts, and other factors deemed applicable. Business Units/Corporate Areas must maintain
documentation of accounts deemed to be Low Risk which includes the rationale used to classify
accounts as Low Risk Accounts.

Materiality Thresholds - For purposes of classifying an account as either High Risk or Low Risk, the
following materiality thresholds should be considered for each registrant:

Entities Threshold (in dollars)

Duke Energy Carolinas, LLC and ($10,000,000
subsidiaries

Duke Energy Indiana, Inc. and $3,500,000
subsidiaries

Duke Energy Ohio, Inc. and $4,000,000
subsidiaries

All other Duke Energy Corporation{$22,000,000
subsidiaries

General Ledger Reports - Printing details of general ledger balances and activity alone (i.e. Roll-
Forward Analysis) does not represent reconciling an account.

Specific Assignment - Responsibility for analysis of each balance sheet account should be assigned
to specific individuals.
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e Subsidiary Ledgers - Accounts with subsidiary ledgers must be reconciled to the sub-ledger balance
at least monthly. For systems with large transaction volumes, daily reconciliation may be a
necessary control. Depending on the number of sub-accounts, sub-ledgers can be very large, or as
simple as a one-page spreadsheet.

Guidelines

e Report the following items on the Exceptions Report ~ Unreconcited Accounts.

o Accounts Not Analyzed - partially unknown content or unidentified out-of-balance between
the balance sheet account and supporting documents or ledger.

o Accounts Not Current - accounts (a) that contain identified transactions that do not belong
in the account, or b) where required control activities have not taken place (i.e., bank
reconciliations or 3rd party confirmations), or ¢) which are clearing accounts that are not
expected to clear by year-end.

e Calculated Accounts - Calculated accounts are usually reconciled by reviewing the calculation, such
as known basis amount times a predetermined rate.

e Clearing Accounts - Clearing accounts should be analyzed by documenting estimated or calculated
future transactions including loading or clearing rates to determine the estimated month of account
balance clearance to zero balance. Rates should be adjusted or entries made to clear significant
account balances by each quarter-ending month.

e Deferred Debits/Credits - All items comprising the balance should be listed, with each item identified
by nature of item, contact name, and anticipated time of resolution. Asset accounts, including
Goodwill, must also be routinely analyzed for impairment when warranted by relevant
circumstances.

« External Source Accounts - External source accounts must be reconciled to the outside source or
statement. For example, cash accounts must be reconciled to checkbooks and bank statements
monthly.

e Intercompany Accounts - During the reconciliation process, account owners should coordinate with
affiliate account owners to ensure accurate account balances.

e Physical Assets - Physical assets that can be inventoried are considered reconciled if there is a
process in place to periodically verify and correct asset quantities to physical counts. In some cases
estimates are used (such as aerial surveys for coal inventory). Accounts must also be routinely
analyzed for impairment when warranted by relevant circumstances.

e Receivables and Payables - Receivables and payables balances must be reconciled to sub-ledgers
that provide a detail list of each account name and amount. Aging schedules should be maintained,
and a routine process should be in place to write-off or escheat as appropriate. In some cases,
estimates must be used, for example accounts receivables for unread meters.

e Reserve Accounts - Appropriate documentation must be maintained to justify the balance. For
example, bad debt reserves may equal a percentage of accounts receivable; injuries and damages
reserve may be supported by known claims and estimated claims based on historical experience.

e  Roli-Forward Accounts - Roll-forward accounts should be analyzed by reviewing monthly
transactions for appropriateness and confirming that the beginning balance plus appropriate
monthly transactions equals the ending balance. Roll-forward accounts should be limited to
accounts for which the activity in the accounts is determined by entries booked to other accounts
(example: Equity). Any accounts which contain balances which can be substantiated by supporting
schedules or documentation should not be classified as roll-forward accounts.

e Unamortized Balances - Unamortized balances can be reconciled by comparing the account balance
to a monthly amortization rate and the remaining number of months.

Related Links:

L] Reguest for Exception Process
e  Accounting for Intercompany Transactions

e  Exceptions Report - Unreconciled Accounts
e  Policy Highlights and FAQs
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Duke Energy Accounting Policy Statement

Accounting for Cash Overdrafts

Applicability: Applies to Enterprise
Originator: Corporate Controller
Approval: Corporate Controller
Effective Date: March 31, 2006
Revision Date: May 15, 2009
Reissue Date: October 31,2007

Statement of Purpose and Philosophy

The purpose of this policy is to provide guidelines at the Business Unit Accounting level to follow which will
allow for a consistent application of generally accepted accounting principles (“GAAP”) throughout the
Company with respect to cash overdrafts.

Book overdrafts representing outstanding checks in excess of funds on deposit should be classified as
liabilities at the balance sheet date. Generally, credit book balances are not offsets to other cash accounts
or equivalent accounts (including time deposits, certificates of deposit, money market funds and similar
temporary investments) except where the legal right of offset may exist within the same financial institution
and legal entity. Where right of offset does not exist, credit balances are a reinstatement of the liabilities
that were cleared in the bookkeeping process.

Cash overdrafts can be either book or bank overdrafts. Book balances reflect the amount recorded on the
general ledger which is reconciled to the respective bank statement. Bank balances simply represent the
amount of funds on deposit at the bank at any point in time. A book overdraft represents outstanding
checks in excess of funds on deposit, while bank overdrafts represent the total of payments honored by the
bank without sufficient funds in the account to cover them (a loan). For purposes of the Company’s monthly
analysis, both bank and book overdrafts must be considered for purposes of determining materiality and
proper classification.

Duke Energy utilizes a central Cash Management group for the maintenance of the bank accounts at the
corporate level. Part of Cash Management's role is to reduce the Company’s interest expense. One way
they are able to achieve this reduction is through notional pooling of bank accounts. Cash Management
pools (groups) different accounts together at financial institutions. As part of the pooling agreements, the
financial institutions look at these multiple accounts as sub accounts that are consolidated into a large main
account. However, when Cash Management sets up these pooled accounts, their grouping is not based on
Business Units, but rather on different factors, such as geography, currency, etc. As a result, a Business
unit may be in an overdraft position at their sub account level, but the pooled level (consolidated) is actually
not in an overdraft position.

Policy Expectations

Accounting for Cash Overdrafts Page 1
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Duke Energy Accounting Policy Statement

Accounting for Cash Overdrafts

This policy should be applied to all Business Units to ensure a consistent and proper approach to
accounting for cash overdrafts. Proper execution of this policy will require participation by the Corporate
Controller's Department (specifically, the Corporate and Business Unit Accounting groups), and the
Treasury Department (Cash Management).

Accountability: Roles and Responsibilities

+ Cash Management — Provide an updated list of ali notionally pooled accounts and the month-end
bank balance, including proper exchange rates, to both Business Unit Accounting and the Corporate
Reporting groups on the first business day of each month" refiecting the balance as of the last day of
the previous month.

¢ Business Unit Accounting — 1) Record journal entries as outlined below for non-pooled accounts.
Analyze bank and book balances for non-pooled accounts by financial institution and legal entity on
a monthly basis and make reclassification entries for negative balances, ensuring pooled accounts
are excluded from the analysis. 2) Record journal entries as outlined below for pooled accounts.
Analyze bank and book balances for pooled accounts by financial institution and legal entity on a
monthly basis and make reclassification entries for negative balances, ensuring non-pooled
accounts are excluded from the analysis. Provide month-end bank and book balances, inciuding
proper exchange rates, by financial institution and legal entity as well as details of any
reclassifications made to Corporate Accounting (per data request)

¢« Corporate Accounting — Review pooled accounts analysis received from Business Unit Accounting
for reasonableness. Determine if any reclass entries recorded for pooled accounts by Business Unit
Accounting areas should be reversed at each consolidated SEC registrant level to ensure the net
balance of each pool is correct. If material, record proper journatl entry for pooled accounts. On the
quarters, communicate to Corporate Reporting the results of the analysis and whether or not an
entry was required so that Corporate Reporting can factor the adjustment into the Statement of Cash

Flows.

Analysis of Bank Accounts

Each Business Unit Accounting area is responsible for the analysis of non-pooled and notionally pooled
bank accounts at the segment level. Bank accounts should be analyzed by financial institution and legal
entity where the legal right of setoff (offset) exists. The analysis of non-pooled accounts must be
performed independently of the analysis of notionally pooled accounts. Balances between pooled and
non-pooled accounts with the same financial institution cannot be offset.

In general, to offset the overdraft (liability) with cash (asset), the four conditions stated below must all be
met. :

Paragraph 5 of FASB Interpretation No. 39: Offsetting of Amounts Related to Certain Contracts states the
following: :

Accounting for Cash Overdrafts Page 2
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Accounting for Cash Overdrafts

A right of setoff is a debtor's legal right, by contract or otherwise, to discharge all or a portion of the debt owed
to another party by applying against the debt an amount that the other party owes to the debtor. A right of
setoff exists when all of the following conditions are met:

a. Each of two parties owes the other determinable amounts.
b. The reporting party has the right to set off the amount owed with the amount owed by the other

party.
¢. The reporting party intends to set off.
d. The right of setoff is enforceable at law.

A debtor having a valid right of setoff may offset the related asset and liability and report the net amount.

The entry to record a cash overdraft is as follows:
Dr. Cash (PeopleSoft Acct #: within GAAP Node 1111 — Cash)

Cr. Bank Overdraft (PeopleSoft Acct #: within GAAP Node 2104— AP Banks)

" Note: The first business day of each month is defined as the first day that the banks provide previous day balances.
If an international holiday falls on the first U.S. business day of the month, the bank balances will not be available until

the following day.

Accounting for Cash Overdrafts Page 3
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Duke Energy Accounting Policy Statement

Accounting for Claims Between Captive Insurer and Affiliates

Applicability: Applies to Enterprise
Originator: Corporate Controller's Department - Corporate Accounting
Approval: Corporate Controller

Effective Date: 12/30/2004
Revision Date: 03/31/2008
Reissue Date: 03/31/2008

Statement of Purpose and Philosophy

The purpose of this Policy is to provide guidelines for recording insurance claims between Duke
Energy Corporation's wholly-owned Captive insurance entities (Bison Insurance Company Limited
and NorthSouth Insurance Company Limited, and other affiliates of Duke Energy which are covered
by policies issued by these captives (see related Policy titled, "Property/Business Interruption
Reserve Eliminations in Consolidation™), as well as other "self-insured" events. Additionally, a
systematic process has been implemented to calculate adjusting or elimination entries needed in
consolidation for the Duke Energy Corporation consolidated financial statements (see related Policy
titled, "Property/Business Interruption Reserve Eliminations in Consolidation").

Policy Expectations and Scope

This Policy is applicable to all Business/Corporate units of Duke Energy Corporation and its
consolidated subsidiaries ("Duke Energy" or "the Company") which are covered by insurance policies
by Duke Energy’'s captive insurance entities. This Policy should help ensure consistent application of
the accounting for insurance activities across the consolidated Duke Energy group and assist with

the consolidation/elimination process.

The scope of this Policy is related to insurance accounting for policies written between Duke Energy
affiliated entities. This Policy does not cover other insurance activities, such as the purchase of
policies from third party insurance providers. Additional details or procedural information may exist

at the individual Business or Corporate unit level.,

Materiality

Financial Accounting Standards Board ("FASB") Statements note that "The provisions of this
Statement need not be applied to immaterial items.” However, since this Policy will be utilized to
ensure the proper elimination or consolidation of affiliated transactions, materiality thresholds

should not be applied to this Policy.

Accountability: Roles and Responsibilities
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Business/Corporate Unit Management

The Business/Corporate Unit is responsible for timely communication to Captive Insurer of a
covered claim. In the initial discussion regarding a claim, the Business/Corporate Unit must provide
the PeopleSoft Business Unit (BU) number of the entity making the claim. If the PeopleSoft BU
number is not provided in the initial discussion, the Captive claims representative should remind the
contact person that the Business/Corporate Unit maintains responsibility for communicating the
PeopleSoft BU number to the Captive Insurer before the end of the month in which the claim is
initially reported. The Business/Corporate Unit is responsible for recording claims receivable as
detailed in the examples below under the "Procedural Details" section. The recording of Business
Unit intercompany entries must be completed by the end of the calendar month (i.e. - June '05
intercompany with captive entities must be recorded by June 30th). Please note this is in advance of
deadlines established in the Policy on “"Accounting for Intercompany Transactions."

Insurance and Risk Management

The Duke Energy Director of Claims is responsible for timely assessment of whether a reported
event is covered by insurance. If the event is covered, the Director of Claims is also responsible for
communicating to the Business/Corporate Unit the PeopleSoft BU number of the Captive Insurer
and whether the claim is covered by Property/Business Interruption insurance or another insurance
coverage, such as general liability, in addition to providing a claim number. On a quarterly basis,
the Director of Captive Insurance will be responsible for providing a current month-end Qutstanding
Loss Reserve (OSLR) report to Corporate Accounting. The OSLR report must contain the details
requested in the periodic data request from the Corporate Controiler's Department.

Corporate Controller's Department

Corporate Accounting is responsible for recording Captive outstanding losses by affiliate each
month. Since the information from Insurance and Risk Management is only provided quarterly,
approval of this Policy constitutes appraval for an exception to the Policy on "Accounting for
Intercompany Transactions." In addition, Corporate Accounting will collect data from the general
ledger to determine the claims receivable recorded by each BU. By detailed analysis of Captive and

BU figures, Corporate Accounting will then prepare and record the necessary

elimination/consolidation entries (see related Policy titled, "Property/Business Interruption Reserve
Eliminations in Consolidation"). The Captive intercompany entries will be recorded by work-day 2

(i.e. - July 5th for June '05 accounting).

Background

Duke Energy has two wholly-owned Captive insurance entities which primarily provide insurance
coverage to Duke Energy affiliated entities. A brief description of each Captive is contained below:

Bison Insurance Company Limited (Bison)

Bison is a Captive insurance company and a wholly-owned subsidiary of Duke Energy domiciled in
Bermuda. Captive insurance is by definition a limited purpose insurance company established with
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the specific objective of insuring risks of its parent company and affiliates. The three categories of
insurance covered by Bison that are relevant to this summary are business interruption, property,
and general liability. Bison utilizes reinsurance, or insuring with third parties, in order to further limit
financial risk over specific dollar levels, by type of coverage. Bison's contractual policy is to
indemnify Duke Energy affiliates after an insurable event has occurred and been settled by the
affiliate. Each affiliate may choose a range of deductibles with Bison, thus providing them some
control over their premium expense.

NorthSouth Insurance Company Limited (NorthSouth)

NorthSouth was formed on December 31, 2002 and insures exposures of Duke Power Company.
NorthSouth is wholly-owned by Bison and is domiciled in Bermuda. All insured risks covered by
NorthSouth have been fully reinsured by Bison.

Therefore, as a result of the insurance coverage provided by the Captives to the Duke Energy
affiliated entities, Duke Energy has self-insured risk (for book purposes) up to the amount of the per
incident deductible for the reinsurance policy purchased by the Captive, which in effect minimizes
the exposure to the consolidated group for insured events. Self-insured reserves must meet the
definition of Statement of Financial Accounting Standards ("SFAS") No. 5, "Accounting for
Contingencies" (see related Policy, Accounting for Loss Contingencies) which clarifies the following
criteria for recognition of a contingent liability:

An estimated loss from a loss contingency shall be accrued by a charge to income if both of the
following caonditions are met:

a. Information available prior to issuance of the financial statements indicates that it is probable
that an asset had been impaired or a liability had been incurred at the date of the financial
statements. It is implicit in this condition that it must be probable that one or more future events
will occur confirming the fact of the loss.

b. The amount of loss can be reasonably estimated.

During the policy year, affiliates recognize premium expense and remit payments to the Captive
Insurance entity. On the financial records of the Captive entity, premium receipts are recognized as
revenue over the policy period. Through intercompany accounting, the premium expense recognized
by the Business Unit and the corresponding revenue recorded by Bison is eliminated at the
consolidated level. See separate guidance titled "Methodology to Record Intercompany Insurance
Activity.”

This Policy is meant to derive consistency between amounts recorded as reserves by the Captive
(which represent liabilities to the affiliated Duke Energy entities) and amounts recorded as
receivables by the Business/Corporate Units (which represent reimbursement amounts due from the
Captive for insured events). The policies written by the Duke Energy Captive entities represent
indemnity policies which dictate that the Captive is responsible for directly reimbursing the
Business/Corporate Unit for covered losses only to the extent the losses have been actually incurred
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by the Business/Corporate Unit. Therefore, the Captive Insurer is not directly responsible for making
payments directly to third parties.

Procedural Details

The following examples provide the appropriate intercompany account(s) and other required fields
in order to successfully implement these procedures:

Procedure for Business Units Recording Insured Events

Scenario A- A non-property or non-business interruption claim is incurred by the Business Unit
which will not be covered by insurance coverage with the Captive Insurer (amount of claim is below
the Business Unit per incident deductible with the Captive Insurer or is not covered by the Captive

insurance policies)

1) At the date any third party claim meets the SFAS No. 5 definition for accrual as a loss
contingency (loss is probable and estimable), the Business Unit will record the following journal
entry:

A/C # Dr Cr

XXX-XX Operating expenses (per incident deductible) XXX

XXX~XX Accrued expenses XXX

The above amount recorded as an accrued expense will be required to be readjusted in each
subsequent period (if estimates of the probable loss change), until settlement occurs, with offsetting
adjustments being recorded to operating expenses. If at any time the probability of loss no longer
meets both the criteria in SFAS No. 5, the above accrued expense should be immediately reversed.

2) Business Unit makes payment to the third party for their claim as a result of the incident:
A/C # Dr Cr

XXX~XX Accrued expenses XXX

XXX-XX Cash XXX

If this payment closes out the claim by the third party, the accrued expense for the claim should be

zero.
Scenario B- A non-property or non-business interruption claim is incurred by the Business Unit
which will be covered by insurance coverage with the Captive Insurer (amount of claim is abave the
Business Unit per incident deductible with the Captive Insurer)
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1) At the date any third party claim meets the SFAS No. 5 definition for accrual as a loss
contingency (loss is probable and estimable), the Business Unit will record the following journal
entry (A/R NonProp/ Non BI Interco balance represents the amount which will be claimed for
reimbursement from the Captive Insurer):

A/C # Dr Cr
0146960 A/R NonProp/Non BI Interco XXX
XXX=XX Operating expenses (per incident deductible) XXX
XXX-XX Accrued expenses XXX

The intercompany receivable will also need to have the following chartfields populated:
Affiliate: PeopleSoft BU number of the Captive Insurer.

Description: This field should only contain the claim number as provided by the Captive
insurance company. The Business/Corporate Unit is responsible for obtaining a claim number and at
the same time must be able to provide the PeopleSoft BU number for consolidating entities with
claims. Multiple claims should not be aggregated in one amount, as the detail amount by claim
number must be readily determinable.

The intercompany receivable should be probable of recovery at the Balance Sheet date in order to

be recorded.

The above amount recorded as an accrued expense will be required to be readjusted in each
subsequent period (if estimates of the probable loss change), until settlement occurs, {(with
offsetting adjustments being recorded to the A/R NonProp/Non BI Interco account) as changes to
the estimate of the loss occur. If at any time the probability of loss no longer meets both the criteria
in SFAS No. 5, the above accrued expense should be immediately reversed. Corporate Accounting
will collect data from the General Ledger, after the intercompany posting deadline, to determine the
claims receivable recorded by each BU. Corporate Accounting will then record a reclassification from
third party loss reserves to affiliate payables based on the claims receivable recorded by each BU.
Additionally, the Captive insurance company is responsible for communicating claim number
changes to the Business/Corporate Unit in the same quarter in which such a change occurs.

2) Business Unit makes payment to the third party for their claim as a result of the incident:
A/C # br Cr
XXX=XX Accrued expenses XXX

XXX-XX Cash XXX
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If this payment closes out the claim by the third party, the accrued expense for the claim should be

Zero.

3) Business Unit receives reimbursement from the Captive Insurer for their claim:

A/C # Dr Cr
XXX=XX Cash XXX
0146960 A/R NonProp/Non BI Interco XXX

The same chartfields are required for the intercompany receivable entry as described in step one
above. If this payment closes out the claim, the A/R NonProp/BI Interco related to this claim should
be zero. The Business Unit should include a "c" in the description field for any claim for which cash
receipts from the Captive Insurer have been received (recorded as a reduction in the receivable).

Scenario C- A property claim to Business Unit owned property (excluding business interruption
coverage) is incurred by the Business Unit which will be covered by insurance coverage with the
Captive Insurer (amount of claim is above the Business Unit per incident deductible with the Captive
Insurer). Additionally, the property has been damaged and is not able to be used and will be
replaced

1) At the date of the incident or when the Business Unit determines that specific property has
been damaged and will need to be replaced, the carrying value of the damaged equipment is written
off:

A/C # br Cr
0146990 A/R Prop/BI Interco XXX

XXX=XX Operating expenses (per incident deductible) XXX

XXX~XX PP&E - Accumulated Depreciation XXX

XXX~XX PP&E - Cost XXX

The intercompany receivable will also need to have the following chartfields populated:
Affiliate: PeopleSoft BU number of the Captive Insurer

Description: This field should only contain the claim number as provided by the Captive
insurance company. The BU is responsible for obtaining a claim number and at the same time must
be able to provide the PeopleSoft BU number for consolidating entities with claims. Multiple claims
should not be aggregated in one amount, as the detail amount by claim number must be readily

determinable.
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The intercompany receivable should be probable of recovery at the Balance Sheet date in order to
be recorded.

2) The Business Unit expends cash to replace the damaged equipment and capitalizes the
replacement cost:

A/C # Dr Cr
0146990 A/R Prop/BI Interco XXX

XXX~-XX PP&E ~ Cost XXX

XXX-XX Cash XXX
0421120 Captiv Invol'tary Cnvsn Clm XXX

The same chartfields are required for the intercompany receivable entry as described in step one
above. The Captiv Invoi'tary Cnvsn Clm (intercompany gain) above will eliminate with the expense
recorded by the Captive Insurer based on procedures in Corporate Accounting and represents the
difference between the carrying value of the damaged equipment and the replacement cost. This
entry will also require the affiliate chartfield to be populated.

All contingencies related to the involuntary conversion gain should be resolved prior to recognition
of the intercompany receivable. This is a higher threshold than for recognition of an incurred toss as
noted in (1) above.

3) Business Unit receives reimbursement from the Captive Insurer for their claim:

A/C # Dr Cr
XXX~XX Cash XXX

0146990 A/R Prop/BI Interco XXX

The same chartfields are required for the intercompany receivable entry as described in step one
above, If this payment closes out the claim, the A/R Prop/BI Interco related to this claim should be
zero. The Business Unit should include a "c" in the description field for any claim for which cash
receipts from the Captive Insurer have been received (recorded as a reduction in the receivable).

Scenario D- A property claim to Business Unit owned property (excluding business interruption
coverage) is incurred by the Business Unit which will be covered by insurance coverage with the
Captive Insurer (amount of claim is above the Business Unit per incident deductible with the Captive
Insurer). Additionally, the property is still usable and will require repairs (which will be expensed).

1) At the date of the incident or when the Business Unit determines that specific property has
been damaged and will need to be repaired, no entries are recorded.
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2) The Business Unit expends cash to repair the damaged equipment and expenses the repair:
A/C # Dr Cr

XXX-XX Operating expenses (repairs) XXX

XXX=XX Cash XXX

Claim has been filed with the Captive Insurer for reimbursement of the repair costs:

A/C # Dr Cr
0146990 A/R Prop/BI Interco XXX
XXX-XX Operating expenses (repairs) XXX

The intercompany receivable will also need to have the following chartfields populated:
Affiliate: PeopleSoft BU number of the Captive Insurer

Description: This field should only contain the claim number as provided by the Captive
insurance company. The BU is responsible for obtaining a claim number and at the same time must
be able to provide the PeopleSoft BU number for consolidating entities with claims. Multiple claims
should not be aggregated in one amount, as the detail amount by claim number must be readily
determinable.

The intercompany receivable should be probable of recovery at the Balance Sheet date in order to

be recorded.

The amount of the A/R Prop/BI Interco will be for the amount expended by the Business Unit less
the per incident deductible with Captive. Therefore, the net Income Statement impact of the above
entries (operating expenses) is the per incident deductible.

3) Business Unit receives reimbursement from Captive for their claim:

A/C # Dr Cr
XXX XX Cash XXX

0146990 A/R Prop/BI Interco XXX

The same chartfields are required for the intercompany receivable entry as described in step one
above. If this payment closes out the claim, the A/R Prop/BI Interco related to this claim should be
zero. The Business Unit should include a "c¢” in the description field for any claim for which cash
receipts from the Captive Insurer have been received (recorded as a reduction in the receivable).
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Scenario E- A property claim to a 3rd party's owned property is incurred by the Business Unit which
will be covered by insurance coverage with the Captive (amount of claim is above the Business Unit
per incident deductible with the Captive Insurer).

A/C # br Cr
0146990 A/R Prop/BI Interco XXX

XXX XX Operating expenses {per incident deductible) XXX

XXX XX Accrued expenses XXX

The intercompany receivable will also need to have the following chartfields populated:
Affiliate: PeopieSoft BU number of the Captive Insurer

Description: This field should only contain the claim number as provided by the Captive
insurance company. The Business Unit is responsible for obtaining a claim number and at the same
time must be able to provide the PeopleSoft BU number for consolidating entities with claims.
Multiple claims should not be aggregated in one amount, as the detail amount by claim number
must be readily determinable.

The intercompany receivable should be probable of recovery at the Balance Sheet date in order to

be recorded.

Scenario F - Same as Scenario E above except amount of claim is below the Business Unit per
incident deductible with the Captive Insurer.
Accounting for this transaction will follow Scenario A above.

Scenario G - Business Unit incurs property damage and will be unable to provide some or all of its
services to customers over a period of time until the property damage has been corrected. This
economic loss as a result of services to customers will be covered by business interruption insurance

written by the Captive Insurer.

1) Once the per incident policy deductible has been met, each month as the Business Unit
incurs additional economic losses which will be covered by a Captive Insurer business interruption
policy, the Business Unit will record a journal entry.

A/C # Dr Cr
0146990 A/R Prop/BI Interco XXX
0495030 Captive Revenue BI Interco XXX

The intercompany receivable will also need to have the following chartfields populated:
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Affiliate: PeopieSoft BU number of the Captive Insurer

Description: This field should only contain the claim number as provided by the Captive
insurance company. The Business Uunit is responsible for obtaining a claim number and at the same
time must be able to provide the PeopleSoft BU number for consolidating entities with claims.
Multiple claims should not be aggregated in one amount, as the detail amount by claim number
must be readily determinable.

The Captive Revenue BI Interco (Other Revenue) above will eliminate with the expense recorded by
the Captive Insurer based on procedures in Corporate Accounting. This entry will also require the
affiliate chartfield to be populated.

The intercompany receivable should be probable of recovery at the Balance Sheet date in order to
be recorded.

2) Business Unit receives reimbursement from the Captive Insurer for their claim:
A/C # br Cr
XXX-XX Cash XXX

0146990 A/R Prop/BI Interco XXX

The same chartfields are required for the intercompany receivable entry as described in step one
above. If this payment closes out the claim, the A/R Prop/BI Interco related to this claim should be
zero. The Business Unit should include a "¢" in the description field for any claim for which cash
receipts from the Captive Insurer have been received (recorded as a reduction in the receivable).

Cash Flow Reporting

For property claims related to the replacement of a Business Unit's owned property which has been
damaged in an insured event, any amounts received as reimbursement from the wholly-owned
Captive Insurer to the Business/Corporate Unit should not be netted against the capital
expenditure. Rather, these reimbursements should be classified in the same way the expenditure is
classified by the Captive entity to ensure elimination in the Consolidated Statement of Cash Flow.

Regulatory Accounting Treatment Under SFAS No. 71

Any entity subject to the regulatory accounting treatment of SFAS No. 71, "Accounting for the
Effects of Certain Types of Regulation” should evaluate whether any of the per incident deductible
for insured events should be deferred as a regulatory asset. The above journal entries should be
revised for such treatment, as applicable.

Standards/Requirements
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The intercompany accounts identified in this Policy are exclusively for use in recording Captive
insurance affiliate activity, with the following distinction:

Account

0146960
business

0146990

0421120

0495030

Purpose

All Captive receivables (i.e. - general liability), except receivables for property and
interruption claims

Receivables for property and business interruption claims only
This account captures the BU gain, if any, from replacement of property

This account captures the revenues recognized from captive coverage of business

interruption claims

0421040

This account captures the revenues recognized from captive coverage of business

interruption claims (Franchised Electric only)

The PeopleSoft BU numbers for the Captive companies are as follows:

10006

10221

Bison Insurance Company Limited

NorthSouth Insurance Company Limited

Related Links:

Accounting for Intercompany Transactions Policy

Accounting Process to Record Intercompany Insurance Activity (Dated March 2007)

Property/Business Interruption Reserve Eliminations in Consolidation Policy
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Duke Energy Accounting Policy Statement

Accounting for Defined Benefit Pension and Other Post-
Retirement Benefit Plans

Applicability: Enterprise
Originator: Corporate Controller
Approval: Corporate Controller
Approval Date: December 9, 2004
Effective Date: December 1, 2004
Reissue Date: December 31, 2008

Statement of Purpose and Philosophy

The purpose of this policy is to provide guidelines for the accounting and disclosure of the defined benefit pension
and other post-retirement benefit (“OPEB”) plans by Duke Energy Corporation and its subsidiaries. Duke Energy
is committed to preparing and providing financial information with the utmost integrity. To facilitate this corporate
value, the Corporate Controller's Department will approve policies to ensure the accuracy of books and records
(as detailed in the Code of Business Ethics).

Policy Expectations and Scope

All Duke Energy employees involved in the accounting or disclosures for defined benefit pension and other post-
retirement benefit plans are expected to be familiar with the accounting and disclosure guidance provided in this
policy. This policy should help ensure consistent application of the accounting for defined benefit pension and
other post-retirement benefit plans across the consolidated Duke Energy group. This policy contains a high-level
summary of the key requirements of U. S. generally accepted accounting principles ("GAAP") as it applies to
Duke Energy, including any significant interpretations or policy elections made by Duke Energy, but is not
intended to be a substitute for the detail requirements of authoritative GAAP literature for specific issues or
matters that may arise. This policy is applicable to all business/corporate units of Duke Energy Corporation and
its consolidated subsidiaries (“Duke Energy” or “the Company”).

This policy does not address accounting and disclosures for defined contribution pension plans. The scope of
this policy excludes stock-based compensation and post-employment benefits not provided through a pension or
other post-retirement benefit plan.

Materiality

FASB Statements note that “The provisions of this Statement need not be applied to immaterial items.”
Accordingly, materiality should be considered when applying this policy. However, materiality must be assessed
at the consolidated Duke Energy Corporation level (as well as being assessed at the SEC sub-registrant level),
and involves consideration of both quantitative as well as qualitative factors. Any questions regarding materiality
should be directed to the Corporate Controller’'s Department.

.
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Accountability: Roles and Responsibilities

Corporate Controller’'s Department —

e Maintain an accounting policy for defined benefit pension and post-retirement benefit plans available on
the Duke Energy Portal to help ensure that business/corporate units are aware of the accounting and
disclosure requirements related to the plans.

« Establish and communicate the reporting timetable for defined benefit pension and other post-retirement
benefit plan information needed for SEC filings, accumulate the information reported by the
business/corporate units for periodic reporting and disclosure purposes, prepare the required footnote
disclosures and maintain supporting documentation for the disclosures made in the interim and annual
SEC filings (e.g. Form 10-K, Form 10-Q, etc).

e Provide guidance/assistance to business/corporate units on accounting and disclosures for the defined
benefit pension and other post-retirement benefit plans.

s Determine the appropriate assumptions to be used by the actuary for the annual calculations for the
defined benefit pension and other post-retirement benefit plans.

o Coordinate with the third party actuaries and trustees to obtain the results of the annual valuations and
measurements.

o Provide the domestic business/corporate units with the appropriate amounts to be recorded for the U.S.
defined benefit pension and other post-retirement benefit plans.

Business/Corporate Unit —-
« Ensure all reporting requirements for the defined benefit pension and other post-retirement benefit plans

are accumulated and reported to the Corporate Controller's Department in accordance with the
established reporting timetable.

« Ensure proper support/documentation exists for amounts recorded related to the defined benefit pension
and other post-retirement plans (Corporate Accounting records the amounts for all domestic business
units for all plans)

o Ensure that the accounting for the defined benefit pension and other post-retirement plans is applied
consistently between periods.

Standards/Requirements/Background Information

Background Information

During the three years ended December 31, 2008, Duke Energy and its subsidiaries have maintained a variety of
employee benefit plans, including qualified pension plans, nonqualified pension plans, and savings plans
(collectively referred to as “Retirement Plans”) and other post-retirement benefits/welfare plans. in general,
1. Duke Energy has maintained substantially all plans sponsored by Duke Energy, Duke Energy Carolinas
and Crescent Resources (up through the date of the sale of the effective 50% interest in Crescent
Resources in 2006) throughout the three year period.

2. Duke Energy has been the ultimate parent company with respect to the plans sponsored by Cinergy
Corp. and its subsidiaries (referred to as the “legacy Cinergy plans”) since April 1, 20086, the effective date
of the merger with Cinergy.

3. Duke Energy has been the ultimate parent company with respect to the pension and other post-
retirement plans sponsored by Westcoast, Union Gas, Engage Energy and Duke Energy Gas
Transmission - Canada since the effective date of the merger with Westcoast Energy (March 1, 2002)
These plans were transferred to Spectra Energy as a result of the spin-off of Duke Energy’s natural gas
businesses to Duke Energy shareholders, which was effective January 2, 2007. Accordingly, a
discussion of these plans is not included within this accounting policy for 2008.

4. Certain subsidiaries in Duke Energy’s international segment have obligations to provide employee
benefits which may be funded in part through retirement plans and other post-retirement benefit/welfare

plans.
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The remainder of this background is focused on the benefit plans described in items 1 and 2 above (the Duke
Energy U.S. Plans”.)
Retirement Plans

Duke Energy U.S. Plans

Duke Energy and its subsidiaries (including legacy Cinergy businesses) maintain qualified, non-contributory
defined benefit retirement plans ("U.S. Plans”). U.S. Plans covering most employees in the Carolinas use a cash
balance formula. Under a cash balance formula, a plan participant accumulates a retirement benefit consisting of
pay credits that are based upon a percentage (which varies with age and years of service) of current eligible
earnings and current interest credits. Certain legacy Cinergy U.S. employees are covered under plans that use a
final average earnings formula. Under a final average earnings formula, a plan participant accumulates a
retirement benefit equal to a percentage of their highest 3-year average earnings, plus a percentage of the their
highest 3-year average earnings in excess of covered compensation per year of participation (maximum of 35
years), plus a percentage of their highest 3-year average earnings times years of participation in excess of 35
years. Many employees covered under the legacy Cinergy plans are also under a cash balance formula instead
of a final averages earnings formula.

In a typical cash balance plan, each employee has a hypothetical account that is used to track his or her
accumulated benefits. The value of the employee's cash balance account grows each year with the addition of
an annual interest credit and an annual service credit. When the employee becomes entitled to receive benefits
under the cash balance plan, the benefits are defined by a guaranteed rate of return and based on the ending
value of the employee's account.

The benefits in most cash balance plans, as in most traditional defined benefit plans, are protected, within certain
limitations, by federal insurance provided through the Pension Benefit Guaranty Corporation. Questions have
arisen under GAAP as to whether a cash balance plan be accounted for under Statement 87 as a defined
contribution or defined benefit plan. EITF Issue No. 03-4, "Determining the Classification and Benefit Attribution
Method for a 'Cash Balance' Pension Plan,” addresses this question. A cash balance pension plan for purposes
of applying Statement 87 is considered a defined benefit pension plan. Though cash balance plans are similar to
defined contribution plans in that a specified amount is credited annually to individual employee accounts [similar
to a 401(k) plan], the underlying premise of the cash balance plan is that a defined benefit will be paid to the
employee during retirement. The amount of this defined benefit is not known until retirement because the final
balance of the employee's hypothetical account continues to grow until the retirement date. However, the defined
benefits can be estimated and actuarially determined in a manner similar to accounting for traditional defined
benefit pension plans.

Duke Energy also maintains non-qualified, non-contributory defined benefit retirement plans which cover certain
U.S. executives.

Duke Energy also sponsors employee savings plans that cover substantially all U.S. employees. Most employees
participate in a matching contribution formula where Duke Energy provides a matching contribution generally
equal to 100% of before-tax employee contributions, of up to 6% of eligible pay per pay period. This accounting
policy does not specifically address the accounting for employee savings plans since it is relatively straight-
forward in nature.

Welfare Plans (Other Post-retirement Benefit Plans)

Duke Energy U.S. Plans

Duke Energy and most of its subsidiaries provide some health care and life insurance benefits for retired
employees on a contributory and non-contributory basis. Employees are eligible for these benefits if they have
met age and service requirements at retirement, as defined in the plans.

Employee Benefit Plan Asset Management and Administration

The following discussion relates to the Duke Energy U.S. Plans only. Responsibilities for asset management and
benefit plan administration of the Westcoast plans were fransferred to Spectra Energy effective January 2, 2007.
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The assets for Duke Energy U.S. pension and other post retirement benefit plans are maintained in a master
trust. The investment objective of the master trust is to achieve reasonable returns on trust assets, subject to a
prudent level of portfolio risk, for the purpose of enhancing the security of benefits for plan participants. The asset
allocation targets were set after considering the investment objective and the risk profile with respect to the trust.
U.S. equities are held for their relatively high expected return. Non-U.S. equities, debt securities, and real estate
are held for diversification. Investments within asset classes are to be diversified to achieve broad market
participation and reduce the impact of individual managers or investments. Duke Energy regularly reviews its
actual asset allocation and periodically rebalances its investments to the targeted allocation when considered

appropriate.

Duke Energy also invests other post-retirement assets in various VEBA trusts, grantor trusts, and rabbi trusts for
employee benefits, post-retirement medical benefits, deferred compensation, and other benefits. The investment
objective of these trusts is to achieve sufficient returns on trust assets, subject to a prudent level of portfolio risk,
for the purpose of promoting the security of plan benefits for participants. The trusts are passively managed.

As discussed in greater detail below, in 2008 Duke Energy has adopted the fair value measurement guidance in
SFAS No. 157, “Fair Value Measurements Used in Accounting” for financial assets, which includes assets held in
pension and OPEB funds.

Benefit Plan Administration

Designated members of the Duke Energy Treasury Group regularly review the actual asset allocations and
advise the investment committees about the performance of the trusts for the Duke Energy U.S. Plans. The
investment committees consist primarily of members familiar with financial or investment matters and meets on at
least a quarterly basis to monitor the activities of the trusts. For the Duke Energy U.S. plans, the investment
committees make the decisions to periodically rebalance the investments to the targeted allocations when
considered appropriate. The fair value of the plan assets is the current market value of the assets, as determined
by the trustee. The trustee provides this information to Duke Energy after the monthly close.

Annually, a third party actuary is to be engaged by Duke Energy to assess the plans and is to present a range of
assumptions, based upon factors including, the terms of the plan, the demographics of the plan participants,
current economic environment, investment mix, discount rate, return on assets and salary increases, to a
committee of Duke Energy personnel including representatives from the Corporate Controller and the Human
Resource groups. The Corporate Controller determines the assumptions to be used by the actuary to calculate
the pension and other post-retirement benefit obligation based upon the range of assumptions presented by the
third party actuary.

Using the assumptions selected by management, the actuary calculates the following valuations:

e Obligation Valuation - determines appropriate liabilities and funding requirements based on rules and
regulations of applicable pension regulatory groups. These two items may also be used to calculate any
cash contribution required for the ongoing plan. The Obligation Valuation is performed as of December 31
and the funded status of the benefit plans is booked as of December 31% in compliance with SFAS No.
158 (the valuation date changed from September 30 to December 31 effective in 2007 with the adoption
of SFAS No. 158).

» Expense Valuation - determines the expense of the ongoing plan for accounting purposes for the
following year. .

« Accrued Benefits Valuation - determines liabilities for benefits accrued as of the valuation date.

Funding

Duke Energy’s policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefits to be
paid to plan participants.
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Supporting Accounting Guidance

Duke Energy’s plans for retirement benefits are generally treated for accounting purposes as defined benefit or
defined contribution pension plans. The welfare benefits provided by Duke Energy's plans are generally treated
for accounting purposes as post-retirement benefits other than pensions (*OPEB").

The remainder of this policy relates to defined benefit pension (hereafter referred to as “pension”) plans and
OPEB.

The primary authoritative accounting standards for pensions and OPEB plans are the following pronouncements
of the Financial Accounting Standards Board:

« Statement of Financial Accounting Standards (SFAS) No. 87, “Employers’ Accounting for Pensions,”
(SFAS No. 87)

e SFAS No. 88, “Employers’ Accounting for Settlements and Curtailments of Defined Benefit
Pension Plans and for Termination Benefits”

e SFAS No. 108, "Employers’ Accounting for Postretirement Benefits Other Than Pensions,” (SFAS
No. 108)

¢ SFAS No. 132(R), “Employers’ Disclosures about Pensions and Other Postretirement Benefits”

o SFAS No. 157, “Fair Value Measurements,” (SFAS No. 157)

e SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Postretirement
Plans—an amendment of FASB Statements No. 87, 88, 106 and 132(R)"

The Emerging Issues Task Force has also published issues that provide supplemental guidance. These
EITF issues and topics are listed in Appendix A.

These standards include requirements and guidance related to (1) measurement of employee benefit plan assets
and obligations, (2) settlements and curtailments of obligations, (3) recognition of assets and obligations on the
balance sheet ("balance sheet recognition”), (4) determination of net period pension cost (“income statement
recognition”), (5) measurement dates, and (6) disclosures. In some cases, different standards apply to pension
plans from standards for other post-retirement benefit plans.

The following paragraphs contain excerpts from the most significant applicable accounting literature. Matters
specific or unique to Duke Energy are primarily discussed in the "Accounting Policy” section below.

Periodic Cost Recognition

The following discussion uses the term “periodic cost” to refer to the amount of defined benefit pension and OPEB
benefits attributable to an accounting period. The periodic costs includes the amount of “expense” reflected in the
income statements as wells as amounts that may be capitalized as part of the cost of an asset.

Net periodic benefit cost is made up of several components that reflect different aspects of the employer's
financial arrangements as well as the cost of benefits earned by employees. The cost of a benefit can be
determined without regard to how the employer decides to finance the plan.

The net periodic benefit cost recognized for a period consists of the following components.
Components of Net Per’i“odic Benefit Cost

Component. -~ = Pensions.

o e e e i : nce 0. SFAS

Service cost (1121)

Interest cost (122) (Y148)
Actual return on plan assets (1123} (149)
Amortization of unrecognized prior (1124-28) (1150-55)
service cost

Gain or loss (a/k/a “actuarial gains (1130-34) (1156-63)
or losses”)
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Amortization of the unrecognized (177) (1110-112)
net transition asset or liability

Recognition of Assets and Obligations on the Balance Sheet

Under SFAS No. 158, effective for fiscal years ending after December 15, 2006, an employer that is a business
entity with publicly traded equity securities and sponsors one or more single-employer defined benefit plans is
required to:

a. Recognize the funded status of a benefit plan -- measured as the difference between the fair value of plan
assets and the benefit obligation — in its statement of financial position. For a pension plan, the benefit
obligation is the projected benefit obligation; for any other post-retirement benefit plan, the benefit obligation
is the accumulated post-retirement benefit obligation. (f4a)

b. Aggregate the statuses of all overfunded plans and recognize that amount as a noncurrent asset in its
statement of financial position. (f4b)

Aggregate the statuses of all underfunded plans and recognize that amount as a liability in its statement of
financial position. The current portion of such liability (determined on plan-by-plan basis) is the amount by
which (1) the actuarial present value of benefits included in the benefit obligation payable in the next 12
months exceeds (2) the fair value of plan assets. ({{4b)

c¢. Recognize as a component of other comprehensive income the gains or losses and prior service costs or
credits that arise during the period but are not recognized as components of net periodic benefit cost of the
period. (4c) :(Note: For Duke Energy, the unrecognized components of net periodic benefif cost related fo
the company’s regulated operations (e.g., the majority of Duke Energy’s electric operations are regulated and
thus subject to the accounting requirements of SFAS No. 71), should be reflected in regulatory assets (or
regulatory liabilities), subject to the regulatory treatment of such costs for each regulated jurisdiction. See
Duke Energy s separate policy entitled “Accounting for Regulated Entities (SFAS No. 71)".

d. Recognize corresponding adjustments in AOCI when (1) gains or losses, (2) prior service costs or credits,
and (3) transition assets or obligations remaining from the initial application of SFAS No. 87 and SFAS No.
106 are subsequently recognized as components of net period benefit costs. ({4d)

e. Apply the provisions of FASB Statement No. 109, Accounting for Income Taxes, to determine the applicable
income tax effects of items (a)-(d) above. ({4e)

Measurement of Benefit Plan Costs, Obligations and Assets,

Pension Benefit Obligations

(References to SFAS No. 87 are in italics)

For a pension plan, the projected benefit obligation is the actuarial present value as of a date of all benefits
attributed by the pension benefit formula to employee service rendered prior to that date. (264)
¢ The projected benefit obligation is based on an attribution of pension benefits to periods of employee
services and on the use of actuarial assumptions to calculate the actuarial present value of those
benefits. Actuarial assumptions reflect the time value of money (discount rate) and the probability of
payment (assumptions as to mortality, turnover, early retirement, and so forth). (139)
e The projected benefit obligation reflects future compensation levels to the extent that the pension
benefit formula defined pension benefits wholly or partially as a function of future compensation
levels (that is, for a final-pay plan or a career-average-pay plan) (46)

OPEB Obligations
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An OPEB obligation is measured as the actuarial present value of the benefits expected to be provided under the
plan, reduced by the actuarial present value of contributions expected to be received from the plan participants
during their remaining active service and post-retirement periods.

¢ In determining the amount of the contributions expected to be received from those participants
toward the cost of their post-retirement benefits, consideration is given to any related substantive
plan provisions, such as an employer's past practice of consistently increasing or reducing the
contribution rates.

e An obligation to return contributions received from employees who do not attain eligibility for post-
retirement benefits and, if applicable, any interest accrued on those contributions shall be recognized
as a component of an employer's post-retirement benefit obligation.

For further information, see SFAS No. 106, §27.

Pension Plan Assets

For purposes of measuring plan assets, plan investments, whether equity or debt securities, real estate, or other,
are measured at their fair value (see “Fair Value” below) as of the measurement date. (See SFAS No. 87, §49)

In accordance with SFAS No. 158, the fair value of the plan assets is combined with the projected benefit
obligation to arrive at the appropriate asset/liability presentation in the balance sheet.

OPEB Plan Assets

Plan assets are assets—usually stocks, bonds, and other investments (except certain insurance contracts)—that
have been segregated and restricted (sometimes in a trust) to be used for post-retirement benefits. The amount
of plan assets includes amounts contributed by the employer, and by plan participants for a contributory plan, and
amounts earned from investing the contributions, less benefits, income taxes, and other expenses incurred. Plan
assets ordinarily cannot be withdrawn by the employer except under certain circumstances when a plan has
assets in excess of obligations and the employer has taken certain steps to satisfy existing obligations. Securities
of the employer held by the plan are includable in plan assets provided they are transferable. (See SFAS No. 106,

163)

Assets not segregated in a trust, or otherwise effectively restricted, so that they cannot be used by the employer
for other purposes are not plan assets for purposes of accounting for OPEB, even though the employer may
intend that those assets be used to provide post-retirement benefits. Those assets shall be accounted for in the
same manner as other employer assets of a similar nature and with similar restrictions. Amounts accrued by the
employer but not yet paid to the plan are not plan assets for purposes of accounting for OPEB. (See SFAS No.
106, §164.)

For purposes of measuring plan assets, plan investments, whether equity or debt securities, real estate, or other,
are measured at their fair value (see “Fair Value” below) as of the measurement date. See SFAS No. 108, {[65.

In accordance with SFAS No. 158, the fair value of the plan assets is combined with the accumulated benefit
obligation to arrive,at the appropriate asset/liability presentation in the balance sheet.

Fair Value

In 2008 Duke Energy adopted the fair value measurement guidance in SFAS No. 157, “Fair Value
Measurements” (SFAS No. 157) for financial assets, which includes assets held in pension and OPEB funds.

Fair value is defined in SFAS No. 157 as the price that would be received to sell an asset in an orderly transaction
between market participants at the measurement date. (See SFAS No.157, {5)
+ The measurement should consider attributes specific to the asset, for example, the condition and/or
location of the asset and restrictions, if any, on the sale or use of the asset at the measurement date.
(See SFAS No.157, 46)
s An orderly transaction is a transaction that assumes exposure to the market for a period prior to the
measurement date to allow for marketing activities that are usual and customary for transactions
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involving such assets. The objective of a fair value measurement is to determine the price that would
be received to sell the asset at the measurement date (an exit price). (See SFAS No.157, §7)

The implications of SFAS No. 157, “Fair Value Measurements,” for pensions and other post-retirement benefits
are addressed in Duke Energy’s separate policy entitled “Fair Value.” While the measurement principles under
SFAS No. 157 are not expected to have a significant effect on the recorded value of plan assets, particular
attention should be given to non-publicly traded plan asset investments such as real estate or private entity debt
and equity interests.

Settlements and Curtailments

A transaction may result in the settlement or curtailment of a benefit obligation. SFAS No. 88's provisions refated
to settlements and curtailments are to be applied on a plan-by-plan basis. Therefore, the significance of a
reduction or elimination should be evaluated in relation to the participants of the affected pension plan, not to the
total work force employed at the affected division or by the company as a whole.

s A settlement is defined as a transaction that:
o lIs anirrevocable action, and
o Relieves the employer (or the plan) of primary responsibility for a benefit obligation, and
o Eliminates significant risk refated to the obligation and the asset used to effect the settlement.

A transaction that does not meet these three criteria does not constitute a settlement. (SFAS No. 88 {3
and 4 and SFAS No. 106 1190 and 91). SFAS No. 88 provides two examples of transactions that meet all
three criteria: 1) Making lump-sum cash payments to plan participants in exchange for their rights to
receive specified pension benefits; and 2) Purchasing nonparticipating annuity contracts to cover vested
benefits. In addition to the examples in SFAS No. 88, a settlement could be accomplished by payments
to participants in noncash assets, by transfer of employee interests into a defined contribution plan, or by
selling a plant, division, subsidiary or business segment where the buyer assumes all or part of the
seller's pension obligation provided all the criteria are met. Determining whether other types of
transactions constitute settlements requires a careful analysis of the substance of the transactions.

e For a pension plan, a curtailment is an event that significantly reduces the expected years of future
service of present employees or eliminates for a significant number of employees the accrual of benefits
for some or all of their future services. (SFAS No. 88 4j6) For other post-retirement benefits, a
curtailment is an event that reduces significantly the expected years of future service of active plan
participants or eliminates the accrual of defined benefits for some or all of the future services of a
significant number of active plan participants. (SFAS No. 106 §96) Curtailments include termination of
employees' services earlier than expected or by termination or suspension of a plan so that employees
do not earn additional benefits for future services. Consistent with interpretative guidance from Deloitte &
Touche, the threshold for significance as used in the definition of curtailment is a matter of judgment;
however, in general, 10 percent or more is considered significant. Thus, a significant reduction would be
deemed to occur when the decrease in the expected years of future service is 10 percent or more.
Likewise, a curtailment would be deemed to occur when benefits are eliminated for 10 percent or more of
the employees.

o If atransaction does not meet the definition of a settlement or a curtailment, it is treated as a plan
amendment. In other words, if “curtailment” or “settlement” is deemed not to have occurred, any changes
in the benefit obligations that result from the event that led to the settlement or curtailment analysis is
“rolled” into the existing actuarial gains and losses and recognized in future periods. This recognition
model is consistent with the guidance in paragraphs 29, 32, and 33 of SFAS 87.

A plan termination occurs when the obligation is settled and the plan ceases to exist. If a plan termination
occurs and the plan is not replaced by a successor defined benefit plan, both a settlement and a
curtailment have occurred (whether or not the employees continue to work for the employer). (SFAS 106
11100)

if an action by the Duke Energy is believe to potentially have triggered an accounting settlement or curtailment of
pension or OPEB benefits, consulting with the Controller's Department is required.
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Accounting for a Settlement

A settlement may result in recognizing a gain or loss.

Pension Plans Seftlements

(§l references in italics refer to paragraphs in SFAS No. 88.)

For pension plans, the maximum amount of gain or loss subject to recognition in earnings is the sum of (a) the
unrecognized net gain or loss, including any gain or loss first measured at the time of settlement, and (b) any
remaining unrecognized net asset existing at the time of initial application of SFAS 87 that remains unamortized
at the date of settlement (]9 and Y|21)

The gain or loss is accounted for as follows:
o If the entire benefit obligation is settled, the maximum amount of gain or loss is recognized in earnings.
o Ifonly a part of the projected benefit obligation is settled, a pro rata portion of the maximum amount equal
to the percentage reduction in the project benefit obligation is recognized in earnings. (SFAS No. 88, 119
and 21)

OPEB Seftlements

(1 references in italics refer to paragraphs in SFAS No. 106.)

For settiements of other post-retirement benefits plans, the gain or loss subject to recognition in income (the
“maximum gain or loss") is the sum of (a) the unrecognized net gain or loss, including the gain or loss resulting
from remeasurements of plan assets and the accumulated OPEB obligation at the time of settlement, and (b) any
remaining unrecognized transition asset. ({92)
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The gain or loss is accounted for as follows (93):
Determination of Gain or Loss on OPEB Settlement

If... ...and the amount subject to recognition is a
Gain Loss
The entire accumulated Recognize the maximum The maximum settlement loss is

benefit obligation is settled settlement gain as (1) a reduction | recognized in income
in any remaining unrecognized
transition obligation and (2) any
excess gain in income

Only part of the accumulated | Recognize a pro rata portion of the | Recognize in income a pro rata
benefit obligation is settled maximum settlement gain as (1) a | portion of the maximum
reduction in any remaining settlement loss

unrecognized transition obligation
and (2) the excess, if any, in
income

Accounting for a Curtailment

A curtailment may result in a gain or loss.

For a curtailment, the gain or loss subject to recognition in earnings consists of the following effects:

(a) The unrecognized prior service cost associated with years of service no longer expected to be
rendered as the result of a curtailment is a loss (the description of this item differs slightly between
SFAS No. 88 4|12 and SFAS No. 106 §97)

(b) For pensions, any remaining net obligation existing at the time of initial application of SFAS 87 that
remains unamortized at the date of the curtailment (SFAS No. 88 121) and any unrecognized costs of
retroactive plan amendments.

For OPEB, the portion of any remaining unrecognized transition obligation attributable to the
previously expected remaining future years of service. (SFAS No. 106 97)

(c) The curtailment gain — i.e., the decrease in the projected benefit obligation to the extent that it
exceeds any unrecognized net loss (SFAS No. 88 Y13 and SFAS No. 106 198)

(d) The curtailment loss —i.e., the increase in the projected benefit obligation to the extent that it exceeds
any unrecognized net gain (SFAS No. 88 {13 and SFAS No. 106 198)

If the sum of effects (a) through (d) is a net loss, it is recognized in earnings when it is probable that a
curtailment will occur and the effects are reasonably estimable. If the sum of effects (a) through (d} is a
net gain, it is recognized in earnings when the related employees terminate or the plan suspension or
amendment is adopted. (SFAS No. 88 [74 and SFAS No. 106 199)

Measurement Dates

Under the measurement date requirements of SFAS No. 158, an employer is required to measure defined benefit
plan assets and obligations as of the date of the employer’s fiscal year-end statement of financial position (with
limited exceptions). Duke Energy has adopted the measurement date provisions of SFAS No. 158; therefore, all
plan assets and obligations are required to be measured as of December 31 of each year (any exceptions
desired should be reported to and discussed with the Corporate Controller’s Department).

For interim and annual financial statements, the measurements of plan assets and benefit obligations used in
determining net periodic pension cost are required to be based on the assumptions used for the previous year-
end measurements unless either:
e More recent measurements of both plan assets and benefit obligations are available; or
e A “significant event” occurs, such as a plan amendment that would ordinarily call for such
measurements.

The availability of more recent measurements largely depends on whether a company needs them during a year.
For example, the company might obtain measurements of its benefit obligations and plan assets at midyear in

10
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connection with negotiations relating to labor relations, merger or acquisition plans, or other business reasons. If
so—and provided the measurements comply with Statement 87's "best estimate” and other requirements—the
more recent measurements are required to be used for determining net periodic pension cost for the remainder
of the year (or until more recent measurements are available, whichever occurs first).
The following are the primary events that would ordinarily be considered significant events:

e Plan amendments

¢ Business combinations

e Events covered by Statement 88 —settlements, curtailments, or in some cases, termination benefits

o Plan mergers, split-ups, or transfers of plan assets (without obligation transfers) from one plan to

another

A plan amendment or significant event affecting one plan does not require more recent measurements for the
unaffected plans.

Disclosures

SFAS No. 132(R) {6-7 provide guidance for aggregating disclosure information for employers with two or more
benefit plans.

SFAS No. 132(R) 115 and SFAS No. 158 {[7describe disclosures required in annual financial statements.
SFAS No. 132(R) 19 describes disclosure required in interim financial reports.

SFAS No. 132(R) also describes additional disclosures required for defined contribution plans (f{11) and
multiemployer plans (1]12)

SFAS No. 158 describes additional disclosures required in the year of application.

Note: Each of the “Big 4" accounting firms (E&Y, D&T, PWC, and KPMG) maintain current, comprehensive
accounting disclosure checklists that are useful for assessing required financial statement disclosures.

11
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Accounting Policy

The following is a discussion of matters specific or unique to Duke Energy with respect to the accounting for
employee benefit plans.

Application to Duke Enerqy subsidiaries

Subsidiaries of Duke Energy which participate in a plan sponsored by its parent should generally follow the
accounting required in SFAS Nos. 87 and 106 for multiemployer plans. In general, a participantin a
multiemployer pian recognizes as net pension cost the require contribution for the period and recognizing as a
liability any contributions due and unpaid. However, the net periodic pension cost recognized by a subsidiary is
not necessarily equivalent to the required contribution for the period. Rather, the net periodic pension cost
recognized by the subsidiary should be the amounts allocated to the subsidiary from the parent company for
pension cost and any related credits from the amortization of a net asset at transition, which may not equate to
the subsidiary's required contribution for the period. Regardless of the amounts recorded, adequate disclosures
should be provided to indicate the amounts recorded.

With respect to SEC sub-registrants, pension and OPEB plans are managed primarily either at the Cinergy Corp.
level or at the Duke Energy Corporation level. The funded status of each pension and OPEB plan (fair value of
assets less actuarially determined benefit obligation) is therefore recorded at the Duke Energy Corporation
consolidated level. Duke Energy has determined that it is a requirement to “push down"/aliocate pension and
OPEB expenses to the SEC sub-registrant level, but that the “push down"/allocation of the funded status (i.e.,
balance sheet accounts) to the SEC sub-registrant level is not required, but is acceptable. Note that Duke
Energy has elected to “push down” the funded status of the plans to Duke Energy Ohio and Duke Energy Indiana,
but has elected to not “push down" the funded status of the plans to Duke Energy Carolinas.

Measurement Assumptions

The calculation of pension expense, other post-retirement expense and related pension and other post-retirement
liabilities require the use of assumptions. Changes in these assumptions can result in different expense and
reported liability amounts, and future actual experience can differ from the assumptions. The most critical
assumptions for pension and other post-retirement benefits are the expected long-term rate of return on plan
assets and the assumed discount rate. Additionally, the health care trend rate assumption is critical for other post-
retirement benefits.

Expected Long-term Rate of Return on Plan Assels

The expected long-term rate of return (“LTRR") is developed using a weighted average calculation of expected
returns based primarily on future expected returns across asset classes considering the use of active asset

managers.

The development of future rate of return assumptions should be based on a coherent methodology that is prudent
and reasonable. The plan sponsor must ensure that the approach used in determining its LTRR assumption is
clear, logical, and comprehensive. It is the responsibility of the sponsor to ensure that adequate support for the
LTRR assumption exists.

The following factors may be considered when a plan sponsor is developing its LTRR assumption (this list is not
meant to be all-inclusive):
+ The assumed asset allocation of pension plan assets (common stock, bonds, etc.);
The assumed volatility of the portfolio;
Investment manager performance;
Investment policy;
Historical return data by asset category;
Rolling five and ten-year averages by asset category;
Current trends with respect to economic conditions, inflation, and market sentiment;
Views and forecasts by market analysts;
Views of the plan sponsor; and
Views of external investment managers.

12
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Discount rate

The discount rate used to determine the pension and other post-retirement benefit obligations is based on an AA
bond yield curve. The yield is selected based on bonds with cash flows that match the timing and amount of the
expected benefit payments under the plan. Unlike the determination of the expected long-term rate of return on
plan assets which focuses on a long-term view of markets, the determination of the appropriate discount rate
should focus on current general economic trends.

Health Care Trends

Duke Energy's U.S. post-retirement plan uses a medical care trend rate which reflects the near and long-term
expectation of increases in medical health care costs. Duke Energy’s U.S. post-retirement plan uses a
prescription drug tend rate which reflects the near and long-term expectation of increases in prescription drug
health care costs.

Net Periodic Benefit Cost
Service Costs
Pension and other post-retirement benefits costs are accrued over an employee’s active service period to the

date of full benefits eligibility. Service cost is the actuarial present value of benefits attributed by the plan’s benefit
formula to employee service rendered during a reporting period.

Actuarial Gains and Losses

Generally speaking, actuarial gains and losses are amortized over the average remaining service period of the
active employees.

Actual Return on Plan Assels

Duke Energy determines the market-related value of plan assets using a calculated value that recognizes
changes in fair value of the plan assets in a particular year on a straight-line basis over the next five years.

Consistent with FASB 87 Q&A #24, the expected return on plan assets should take into consideration the
availability of all plan assets for investment throughout the year. For example, if the employer's pension plan
contribution for the year is expected to be made two months before the next measurement date, then the
expected return on plan assets should include an amount related to the expected return on that contribution only
for those two months.

Dividends on Duke Energy shares held by the savings plan are charged to retained earnings when declared and
shares held in the plan are considered outstanding in the calculation of basic and diluted earnings per share.

Amortization of Prior Service Costs

Prior service costs are amortized over the average remaining service period of the active employees.

Settlements and Curtailments

Settlements:

Note that some plans have a policy of annually purchasing annuity contracts to cover each year's vested benefit
accruals. Other plans maintain deposit administration contracts with insurance companies, whereby annuities are

13
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purchased to cover the benefits of participants who retire each year. Also, it is not uncommon for partially vested
participants to withdraw from a plan due to voluntary or involuntary termination of employment, and to be cashed
out of the plan as of the date of withdrawal. Under SFAS No. 88, these situations literally are settlements, even
though relatively small amounts may be involved.

To provide relief from what could be an onerous record-keeping and information gathering burden to account for
numerous ‘mini-settlements” during a year, paragraph 11 of SFAS No. 88 provides:

“If the cost of all settlements in a year is less than or equal to the sum of the service cost and interest cost
components of net periodic pension cost for the plan for the year, gain or loss recognition is permitted.”

Therefore, Duke Energy’s policy is if (i) the cost of all settlements in a year is less than or equal to (i) the sum of
the service component and interest cost component of net period benefit cost for the plan for the year, then Duke
Energy does not recognize any of the gain or loss in earnings.

Curtailments:

For a pension plan, Duke Energy recognizes a curtailment when an event (1) reduces by 10% or more the
expected years of future service of present employees or (2) eliminates for 10% or more of employees the accrual
of benefits for some or all of their future services.

For other post-retirement benefits, Duke Energy recognizes a curtailment when an event (1) reduces by 10% or
more the expected years of future service of active plan participants or (2) eliminates the accrual of defined
benefits for some or all of the future services for of 10% or more of active plan participants.

If “curtailment” or “settlement” is deemed not to have occurred consistent with the above guidance, any changes
in the PBO and APBO that result from terminations is “rolled” into the existing actuarial gains and losses and
recognized in future periods (along with any prior service costs/transition costs related to terminated employees).

Measurement Date

Duke Energy adopted the change in measurement date from September 30 to December 31 effective January 1,
2007 by remeasuring pl