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The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Counsel as to objection

QUESTION No. 1
Page 1 of 1

Does the Attorney General have a Joint Defense Agreement with any party to this
proceeding?

€)) If the answer is in the affirmative, provide a copy of said
agreement.

(b) If the answer is in the negative, please state whether the Attorney
General has had any conversations with any Intervening Party to
this proceeding regarding the company’s rate application, revenue
requirements, adjustments to the Company’s revenue requirements,
etc.

(© If the answer is in the negative, has Mr. Kollen had any
conversations related to the pending case with any other party to
his proceeding?

(d) If the answer is in the affirmative, provide a list of all such
conversations, the dates, copies of any emails, letters, opinions,
studies, etc. that depict the nature of any conversations between
Mr. Kollen and any other party to this proceeding.

RESPONSE:

Objection. These questions seek information that is not relevant to the proceeding.
Whether or not the Attorney General has a Joint Defense Agreement or whether he or his
experts have had “conversations” with other parties iS immaterial to whether or not Duke
Energy Kentucky’s rates are fair, just, and reasonable. Furthermore, the Attorney General
objects to the questions on the basis of Attorney-Client and/or work product privilege(s).
Without waiving such objections, the Attorney General states: No, he does not have a
Joint Defense Agreement with any party to this proceeding.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Counsel as to objection

QUESTION No. 2
Page 1 of 1

Other than Messrs. Watkins, Kollen, and Baudino, please identify any persons,
including experts whom the Attorney General has consulted, retained, or is in the
process of retaining with regard to evaluating the Company’s Application in this
proceeding.

RESPONSE:

Objection. The question seeks information that is not relevant to the proceeding, and
which would violate the work product and/or attorney-client privilege(s). Without
waiving such objections, the Attorney General states as follows: None.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Counsel as to objection

QUESTION No. 3
Page 1 of 1

For each person identified in (prior) response to Interrogatory No. 2 above, please
state (1) the subject matter of the discussions/consultations/evaluations; (2) the
written opinions of such persons regarding the Company’s Application; (3) the
facts to which each person relied upon; and (4) a summary of the person’s
qualifications to render such discussions/consultations/evaluations.

RESPONSE:
The Attorney General reiterates and incorporates by reference the same objection set

forth to Question No. 2, above. Without waiving such objection, the Attorney General
states as follows: Not applicable, see the response to Question No. 2, above.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Counsel as to objection

QUESTION No. 4
Page 1 of 1

For each person identified in response to Interrogatory No. 2 above, please
identify all proceedings in all jurisdictions in which the witness/person has
offered evidence, including but not limited to, pre-filed testimony, sworn
statements, and live testimony. For each response, please provide the following:

@) The jurisdiction in which the testimony or statement was pre-filed,
offered, given, or admitted into the record;

(b) The administrative agency and/or court in which the testimony or
statement was pre-filed, offered, admitted, or given;

(© The date(s) the testimony or statement was pre-filed, offered,
admitted, or given;

(d) The identifying number for the case or proceeding in which the
testimony or statement was pre-filed, offered, admitted, or given;
and

(e Whether the witness/person was cross-examined.

RESPONSE:

The Attorney General reiterates and incorporates by reference the same objection set
forth to Question No. 2, above. Without waiving such objection, the Attorney General
states as follows: Not applicable, see response to Question No. 2.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Counsel as to objection

QUESTION No. 5
Page 1 of 1

Identify and provide all documents or other evidence that the Attorney General
may seek to introduce as exhibits or for purposes of witness examination in the
above-captioned matter.

RESPONSE:

Objection. The question seeks information which is or may be protected by work product
and/or attorney-client privilege. Without waiving such objection, the Attorney General
states that he has not yet identified any such documents, and that he will provide such
information as soon as is practicable prior to the hearing in this matter to counsel for both
the Company and the Commission Staff at a mutually agreed upon time and date.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen / Richard A. Baudino / Glenn Watkins

QUESTION No. 6
Page 1 of 1

Please provide copies of all pre-filed testimony provided by Messrs. Watkins,
Kollen, and Baudino in any utility regulatory proceeding in any jurisdiction in the
last five years.

RESPONSE:

Refer to Exhibit__ (LK-1) attached to Mr. Kollen’s Direct Testimony and Exhibit
(RAB-1) attached to Mr. Baudino’s Direct Testimony for a list of each witness’ expert
testimony, including the jurisdiction, docket number, and subject matter. See the
Attachment titled “GAW Testimony List 2015-2020” for an index of Mr. Watkins’
expert testimony over the last five years. The public version of their testimonies are
available and can be readily accessed on the relevant federal and state commission
websites.









The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen / Richard A. Baudino / Glenn Watkins

QUESTION No. 7
Page 1 of 2

Please provide copies of any and all documents, analysis, summaries, white
papers, work papers, spreadsheets (electronic versions with cells intact), including
drafts thereof, as well as any underlying supporting materials created by Messrs.
Watkins, Kollen, and Baudino as part of their evaluation of the Company’s
Application or used in the creation of Messrs. Watkins, Kollen, and Baudino’s
testimony.

RESPONSE:

Mr. Kollen’s electronic workpapers were filed in conjunction with his Direct Testimony.
In addition to those workpapers, Mr. Kollen downloaded and sorted certain EIA Form
860 information in an electronic spreadsheet, a copy of which he has attached to this
response.

Refer to the attached work papers for Mr. Baudino.

Please note that the Value Line reports relied upon by Mr. Baudino are protected by
copyright and are available through a subscription to The Value Line Investment Survey.
The Office of the Attorney General will also make these reports available for inspection
at its offices at a mutually convenient time.

The materials cited in footnote numbers 10 and 11 from A Random Walk Down Wall
Street and Cost of Capital are also protected by copyright and may not be copied. The
Office of the Attorney General will also make these excerpts available for inspection at
its offices at a mutually convenient time.

The material cited in footnotes 7 and 8 from New Regulatory Finance by Dr. Morin is
copyright protected and may not be copied. Duke Energy Kentucky already has access to
this book since Dr. Morin is a witness for the Company.

The material from Duff and Phelps Cost of Capital Navigator used in Mr. Baudino’s
Exhibit No.__ (RAB-6) are also protected by copyright and may not be copied. The
Office of the Attorney General will also make these materials available for inspection at
its offices at a mutually convenient time. In preparing these responses, it was discovered
that the source citation for the materials in Exhibit No._ (RAB-6) were inadvertently
omitted. The reference to the sources is as follows:



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

Duff and Phelps Cost of Capital Navigator,
2019 Cost of Capital: Annual U.S. Guidance and Examples, Chapter 2, Exhibit 2.3,
Chapter 3, pages 45-47

The material from the 2017 SBBI Yearbook cited in footnote 15 is protected by copyright
and may not be copied. The Office of the Attorney General will also make this material
available for inspection at its offices at a mutually convenient time.

Please see attached Watkins’ Excel files:

Completed Construction Not Classified.xIsx
Customer Cost Analysis1.xlsx

Duke Classification of Dist. Conductors.xIsx
Duke Cust Cost.xlsx

Meters Sorted per AG DR 1-78.xlsx
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11/21/19-9:37AM EST Seeking Alpha

More Zacks News for CPK
22 Upcoming Dividend Increases Boosted By Nike And McDonald's
11/21/19-11:38AM EST Seeking Alpha

Prospects For Occidental Petroleum’s Permian Crude Exports Are
Dirpinished00AM EST Seeking Alpha

OXY January 2020 Options Begin Trading
11/21/19-9:50AM EST Stock Options Channel

DHI January 2020 Options Begin Trading
11/21/19-9:38AM EST Stock Options Channel

Single-Family Rentals: Millennials Knocking On The Door
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More Other News for CPK

Premium Research for CPK

Zacks Rank

Hold (2]

Zacks Industry Rank Top 27% (69 out of 254)

Zacks Sector Rank Top 50% (8 out of 16)

Style Scores
i C Valuel C Growth| B Momentum I(C)VGM

Earnings ESP 0.00%
Research Report for CPK Snapshot
( = Change in last 30 days)
View All Zacks Rank #1 Strong Buys
More Premium Research »
Premium Research: Industry Analysis
Top Peers Symbol Zacks Rank
Chesapeake Utilities Corporation CPK
Just Energy Group, Inc. JE
Atmos Energy Corporation ATO
Clean Energy Fuels Corp. CLNE
ONE Gas, Inc. 0GS
Centrica PLC CPYYY
ENN Energy Holdings Ltd. XNGSY

See all Utility - Gas Distribution Peers

Recommended

Two Savings Accounts That Pay 10 Times

What Your Bank Pays

Billion Dollar Secret Full Ser...

The Zacks Rank has been called the Billion Dollar
Secret. Click here to watch the full series. »

Company Summary

Chesapeake Utilities Corporation is a utility company
engaged in natural gas distribution and transmission,
propane distribution and marketing, advanced
information services and other related
businesses.Chesapeake's three natural gas
distribution divisions serve residential, commercial
and industrial customers in southern Delaware,
Maryland's Eastern Shore and Florida. The
Company's natural gas transmission subsidiary
operates an interstate pipeline system that transports
gas from various points in Pennsylvania to Delaware
and Maryland distribution divisions.

Full Company Report for CPK »
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Premium Research: Industry Analysis

Top Peers Symbol Zacks Rank
CMS Energy Corporation CMS

NRG Energy, Inc. NRG

Spark Energy, Inc. SPKE

Alliant Energy Corporation LNT

Black Hills Corporation BKH

Eversource Energy ES

FirstEnergy Corporation FE

See all Utility - Electric Power Peers

Recommended

Two Savings Accounts That Pay 10 Times
What Your Bank Pays

Billion Dollar Secret Full Ser...

The Zacks Rank has been called the Billion Dollar
Secret. Click here to watch the full series. »

Company Summary

Jackson, Ml-based CMS Energy Corporation (CMS),
founded in 1886, is the holding company of
Consumers Energy Company (Consumers) and CMS
Enterprises Company (Enterprises). Consumers is an
electric and gas utility company that provides
electricity and natural gas to residents of Michigan,
and serves customers in all 68 counties of Michigan’s
Lower Peninsula. The Enterprises segment, through
its subsidiaries and equity investments, is engaged
primarily in independent power production.

CMS Energy operates principally in three business
segments: Consumers electric utility, Consumers gas
utility and Enterprises.

Consumers electric utility

Read Full Company Summary for CMS here
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Top Peers Symbol Zacks Rank
Consolidated Edison Inc ED

NRG Energy, Inc. NRG

Spark Energy, Inc. SPKE

Alliant Energy Corporation LNT

Black Hills Corporation BKH

Eversource Energy ES

FirstEnergy Corporation FE

See all Utility - Electric Power Peers

Recommended

Two Savings Accounts That Pay 10 Times
What Your Bank Pays

Billion Dollar Secret Full Ser...

The Zacks Rank has been called the Billion Dollar
Secret. Click here to watch the full series. »

Company Summary

New York-based Consolidated Edison, Inc., also
known as ConEd, is a diversified utility holding
company, with subsidiaries engaged in both regulated
and unregulated businesses. The company was
incorporated in 1823.

ConEd’s regulated businesses operate through its
subsidiaries — Consolidated Edison Company of New
York (CECONY), Orange and Rockland Utilities
(O&R), Con Edison Clean Energy Businesses, Inc.
and Con Edison Transmission, Inc.

CECONY is a regulated utility that provides electricity
to around 3.4 million customers and natural gas to
roughly 1.1 million customers. The ...

Read Full Company Summary for ED here »
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Billion Dollar Secret Full Ser...

The Zacks Rank has been called the Billion Dollar
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Company Summary

Richmond, VA-based Dominion Energy Inc. (earlier
known as Dominion Resources Inc.) was founded in
1909. The company together with its subsidiaries
produces and transports energy in the United States.
It is a major energy company engaged in regulated
and non-regulated electricity distribution, generation
and transmission businesses. In addition, it sells
electricity at wholesale prices to rural electric
cooperatives, municipalities and through wholesale
electricity markets.

Dominion has a portfolio of nearly 26,000 MW of
generating capacity, 14,800 miles of natural gas
transmission, gathering, storage and distribution
pipeline, as well as 6,600 miles of electric
transmission and ...
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Top Peers Symbol Zacks Rank
Eversource Energy ES

NRG Energy, Inc. NRG

Spark Energy, Inc. SPKE

Alliant Energy Corporation LNT

Black Hills Corporation BKH

FirstEnergy Corporation FE

Fortis Inc. FTS

See all Utility - Electric Power Peers
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Two Savings Accounts That Pay 10 Times

What Your Bank Pays

Billion Dollar Secret Full Ser...

The Zacks Rank has been called the Billion Dollar
Secret. Click here to watch the full series. »

Company Summary

Eversource Energy, earlier known as Northeast
Utilities, engages in the energy delivery business. The
company was founded in 1927. It transmits and
delivers electricity and natural gas to over 3.7 million
residential, commercial and industrial customers in
Connecticut, New Hampshire and Massachusetts.
Eversource Energy is currently trading under the
ticker symbol “ES” instead of “NU”. The company’s
headquarters have remained at Hartford, CT and
Boston, MA.

The reportable segments are as follows:

Electric Distribution: The segment consists of the
distribution businesses of The Connecticut Light ...

Read Full Company Summary for ES here »
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Top Peers Symbol Zacks Rank
Exelon Corporation EXC

NRG Energy, Inc. NRG

Spark Energy, Inc. SPKE

Alliant Energy Corporation LNT

Black Hills Corporation BKH

Eversource Energy ES

FirstEnergy Corporation FE

See all Utility - Electric Power Peers
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Two Savings Accounts That Pay 10 Times
What Your Bank Pays

Billion Dollar Secret Full Ser...

The Zacks Rank has been called the Billion Dollar
Secret. Click here to watch the full series. »

Company Summary

Chicago, IL-based Exelon Corporation is a utility
services holding company that operates through its
subsidiaries — Generation, Commonwealth Edison
Company (ComEd), PECO Energy Company
(PECO), Pepco Holdings (PHI) and Baltimore Gas
and Electric (BGE). The company has operations in
48 states and the District of Columbia in the U.S.,
along with Canada. The company has a presence in
every stage of the energy business: power
generation, competitive  energy  sales, and
transmission and delivery.

During second-quarter 2019, Generation, ComEd,
PECO, BGE and PHI ...

Read Full Company Summary for EXC here »
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The Zacks Rank has been called the Billion Dollar
Secret. Click here to watch the full series. »

Company Summary

NorthWestern Energy is a growing, financially sound,
investor-owned energy company. It has provided
reliable and affordable energy to customers in
Montana, South Dakota and Nebraska. The company
got its start in small communities, providing essential
service that allowed them to grow and prosper.
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Zacks Industry Rank Top 36% (92 out of 254)

Zacks Sector Rank Top 50% (8 out of 16)
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More Premium Research »

Premium Research: Industry Analysis
Top Peers Symbol Zacks Rank

Public Service Enterprise Group Incorporated PEG

NRG Energy, Inc. NRG
Spark Energy, Inc. SPKE
Alliant Energy Corporation LNT
Black Hills Corporation BKH
Eversource Energy ES
FirstEnergy Corporation FE

See all Utility - Electric Power Peers

Recommended

Two Savings Accounts That Pay 10 Times
What Your Bank Pays

Billion Dollar Secret Full Ser...

The Zacks Rank has been called the Billion Dollar
Secret. Click here to watch the full series. »

Company Summary

Incorporated in 1985, Newark, NJ-based Public
Service Enterprise Group Inc. (PEG) or PSEG is a
diversified energy company. Its operations are mostly
located in the Northeastern and Mid-Atlantic parts of
the United States. The company principally operates
through two key subsidiaries - PSEG Power LLC
(Power) and Public Service Electric and Gas
Company (PSE&G).

PSEG Power is a major electricity supplier in the
Northeastern and Mid-Atlantic regions. The subsidiary
integrates its generating operations and gas supply
obligations, including wholesale energy, fuel supply
and energy trading functions, through its ...

Read Full Company Summary for PEG here »
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The Zacks Rank has been called the Billion Dollar
Secret. Click here to watch the full series. »

Company Summary

Sempra Energy is a southern California-based energy
services holding company involved in the sale,
distribution, storage and transportation of electricity
and natural gas. The company has recently
reorganized its subsidiaries under two operating
groups: Sempra Utilities and Sempra Infrastructure.
The Sempra Utilities group includes the company’s
utility operations: Southern California Gas Co.
(SoCalGas), San Diego Gas & Electric (SDG&E) and
Sempra South American Utilities. The Sempra
Infrastructure group includes the company’s energy
infrastructure development activities, investments and
operations: Sempra Mexico, Sempra LNG &
Midstream and Sempra Renewable.

Read Full Company Summary for SRE here
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Company Summary

WEC Energy Group is a diversified holding company,
engaged in the generation and distribution of
electricity in southeastern, east central and northern
Wisconsin, as well as in the upper peninsula of
Michigan.

The company also distributes natural gas; owns,
develops and operates coal, oil, gas and renewable
fuel-based electricity generating facilities; and invests
in other energy-related entities. It also develops and
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WEC Energy was founded in 1981 and is
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Premium Research: Industry Analysis

Top Peers Symbol Zacks Rank
Xcel Energy Inc. XEL

NRG Energy, Inc. NRG

Spark Energy, Inc. SPKE

Alliant Energy Corporation LNT

Black Hills Corporation BKH

Eversource Energy ES

FirstEnergy Corporation FE

See all Utility - Electric Power Peers

Recommended

Two Savings Accounts That Pay 10 Times
What Your Bank Pays

Billion Dollar Secret Full Ser...

The Zacks Rank has been called the Billion Dollar
Secret. Click here to watch the full series. »

Company Summary

Minneapolis, MN-based Xcel Energy Inc. was
founded in 1909 and is a holding company. Xcel with
subsidiaries engaged primarily in the utility business.
The company has operations in eight states —
Colorado, Michigan, Minnesota, New Mexico, North
Dakota, South Dakota, Texas and Wisconsin.

The details of Xcel Energy’s segments are mentioned
below:

Electric: This segment contributed 84.2% or $9,719
million to total revenues in 2018.

Natural Gas: The segment contributed 15.1% or
$1,739 million to total revenues in 2018.

Read Full Company Summary for XEL here


https://www.youtube.com/watch?list=PLEv2wfbqEAh8P0lsTHkW4j9jrYj2iWzzr&v=eRgyyDjhN7c
https://www.zacks.com/education/stock-education
https://www.zacks.com/stock/quote/XEL%23
http://www.zacksdata.com/
https://www.zacks.com/stock/research/XEL/all-news/zacks
https://www.zacks.com/stock/research/XEL/partner-headlines
https://www.zacks.com/research/get_news.php?id=64nzgoun5t
http://www.stockoptionschannel.com/article/201911/interesting-xel-put-and-call-options-for-january-2020-xel-XEL11222019optn.htm
https://seekingalpha.com/news/3520690-utilities-the-underappreciated-sector-t-rowe-price-analyst-says?source=zacks
https://www.investing.com/news/stock-market-news/us-stocks-mixed-at-close-of-trade-dow-jones-industrial-average-up-033-2020245
https://www.investing.com/news/stock-market-news/stocks--disney-apple-nike-power-dow-to-new-highs-2020146
https://www.zacks.com/registration/premium/login/?alert=zrmodule&mode=zramodule&adid=zcom_quote_prbox_zer&icid=zpi_quote_prbox_zer&t=XEL
https://www.zacks.com/registration/premium/login/?alert=zrmodule&mode=zrmodule&adid=zcom_quote_prbox_snapshot&icid=zpi_quote_prbox_snapshot&t=XEL
https://www.zacks.com/stocks/buy-list/?icid=zpiq-pb-zr
https://www.zacks.com/stocks/industry-rank/industry/Utility%2520-%2520Electric%2520Power-193
https://www.zacks.com/stocks/industry-rank/industry/Utility%2520-%2520Electric%2520Power-193
https://www.zacks.com/stocks/industry-rank/sector/Utilities-14
https://www.zacks.com/stocks/industry-rank/sector/Utilities-14
https://www.zacks.com/stock/research/XEL/stock-style-scores/?icid=zpiq-pb-ss
https://www.zacks.com/stock/chart/XEL/eps
https://www.zacks.com/stock/chart/XEL/eps
https://www.zacks.com/stocks/equity-research?icid=zpiq-pb-zer
https://www.zacks.com/stocks/buy-list?adid=ZP_quote_prbox_1list&icid=zpi_quote_prbox_1list
https://www.zacks.com/premium/
https://www.zacks.com/registration/premium/login/?adid=zp_quote_prind_rank&mode=zer&t=XEL&icid=zpi_quote_prind_rank&continue_to=/zer/report/XEL
https://www.zacks.com/registration/premium/login/?adid=zp_quote_prind_rank&mode=zer&t=NRG&icid=zpi_quote_prind_rank&continue_to=/zer/report/NRG
https://www.zacks.com/registration/premium/login/?adid=zp_quote_prind_rank&mode=zer&t=SPKE&icid=zpi_quote_prind_rank&continue_to=/stock/research/snapshot/SPKE
https://www.zacks.com/registration/premium/login/?adid=zp_quote_prind_rank&mode=zer&t=LNT&icid=zpi_quote_prind_rank&continue_to=/zer/report/LNT
https://www.zacks.com/registration/premium/login/?adid=zp_quote_prind_rank&mode=zer&t=BKH&icid=zpi_quote_prind_rank&continue_to=/stock/research/snapshot/BKH
https://www.zacks.com/registration/premium/login/?adid=zp_quote_prind_rank&mode=zer&t=ES&icid=zpi_quote_prind_rank&continue_to=/zer/report/ES
https://www.zacks.com/registration/premium/login/?adid=zp_quote_prind_rank&mode=zer&t=FE&icid=zpi_quote_prind_rank&continue_to=/zer/report/FE
https://www.zacks.com/stocks/industry-rank/stocks-in-industry/utility-electric-power-193/stocks-in-industry
https://www.zacks.com/stock/quote/XEL
https://www.zacks.com/stock/quote/NRG
https://www.zacks.com/stock/quote/SPKE
https://www.zacks.com/stock/quote/LNT
https://www.zacks.com/stock/quote/BKH
https://www.zacks.com/stock/quote/ES
https://www.zacks.com/stock/quote/FE
https://www.myfinance.com/best-savings-accounts-2/?utm_source=Zacks&utm_campaign=zacks4x1&utm_medium=mfCRU&origin_click=25778b10aeb2493e95ca85cd2e444f7f

Banks

This Incredible Card Offers 0% APR Until
2020

RECOMMENDATIONS BY FINANCE

Services My Account Resources Client Suppor Follow Us Zacks Mobile App

2 Download on the
s App Store

GET
® Google Play

Zacks Research is Reported On: BBB Rating: A+

BUSINESS as of 11/22/2019
BBB» Click for Profile

Q ACCREDITED

This page has not been authorized, sponsored, or otherwise approved or endorsed by the companies represented herein. Each of the company logos represented herein are trademarks of
Verizon Media; Microsoft Corporation; Nasdag, Inc.; Dow Jones & Company; Forbes Media, LLC; Investor's Business Daily, Inc.; and Morningstar, Inc.

Copyright 2019 Zacks Investment Research | 10 S Riverside Plaza Suite #1600 | Chicago, IL 60606

At the center of everything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1988 it has more than doubled the S&P 500 with an average gain of +24.62% per year. These returns
cover a period from January 1, 1988 through November 4, 2019. Zacks Rank stock-rating system returns are computed monthly based on the beginning of the month and end of the month
Zacks Rank stock prices plus any dividends received during that particular month. A simple, equally-weighted average return of all Zacks Rank stocks is calculated to determine the monthly
return. The monthly returns are then compounded to arrive at the annual return. Only Zacks Rank stocks included in Zacks hypothetical portfolios at the beginning of each month are
included in the return calculations. Zacks Ranks stocks can, and often do, change throughout the month. Certain Zacks Rank stocks for which no month-end price was available, pricing
information was not collected, or for certain other reasons have been excluded from these return calculations.


https://www.myfinance.com/reporting/32340248/?utm_source=Zacks&utm_campaign=zacks4x1&utm_medium=CRU&placement=71060fbace&direct_link=true&origin_click=85a06ecb3791453a904492036a214f89
https://www.myfinance.com/reporting/32340180/?utm_source=Zacks&utm_campaign=zacks4x1&utm_medium=CRU&placement=71060fbace&direct_link=true&origin_click=14351dd7bcd24742bbb88100f25038a8
https://www.zacks.com/stock/quote/XEL%23
https://ads.revjet.com/click/tag5720/8225263704901031887/1?_crm=2&__ads=ip36956-yofmfSGZwMKVWofGOtObwy&adkey=9bc&hx=4425493&agrp=og1582&slot=tag5720&impts=1574445268892&ad=crv38882&_cx=$$CX$$&_cy=$$CY$$&_celt=$$ELT-ID$$&_celtid=$$ELT-IDS$$
https://ads.revjet.com/click/tag5720/8225263704901031887/1?_crm=2&__ads=ip36956-yofmfSGZwMKVWofGOtObwy&adkey=9bc&hx=4425493&agrp=og1582&slot=tag5720&impts=1574445268892&ad=crv38882&_cx=$$CX$$&_cy=$$CY$$&_celt=$$ELT-ID$$&_celtid=$$ELT-IDS$$
https://ads.revjet.com/click/tag5720/8225263704901031887/1?_crm=2&__ads=ip36956-yofmfSGZwMKVWofGOtObwy&adkey=9bc&hx=4425493&agrp=og1582&slot=tag5720&impts=1574445268892&ad=crv38882&_cx=$$CX$$&_cy=$$CY$$&_celt=$$ELT-ID$$&_celtid=$$ELT-IDS$$
https://ads.revjet.com/click/tag5720/8225263704901031887/1?_crm=2&__ads=ip36956-yofmfSGZwMKVWofGOtObwy&adkey=9bc&hx=4425493&agrp=og1582&slot=tag5720&impts=1574445268892&ad=crv38882&_cx=$$CX$$&_cy=$$CY$$&_celt=$$ELT-ID$$&_celtid=$$ELT-IDS$$
https://www.zacks.com/investment-services/
https://www.zacks.com/investment-services/
https://www.zacks.com/stocks/zacks-rank
https://www.zacks.com/stocks/
https://finance.zacks.com/
https://www.zacks.com/articles/
https://www.zacks.com/stock-education.php
https://advisortools.zacks.com/
https://www.zacks.com/my-account/index.php
https://www.zacks.com/my-account/login-info.php
https://www.zacks.com/my_account/order_history.php
https://www.zacks.com/my-account/my-email.php
https://www.zacks.com/help/faq.php%23s12
https://www.zacks.com/registration/premium/login/?continue_to=/registration/premium/trial/&adid=zp_quicklinks_upgrade&icid=zpi_quicklinks_upgrade
https://www.zacks.com/help/
https://www.zacks.com/about-zacks.php
https://www.zacks.com/disclosure
https://www.zacks.com/privacy.php
https://www.zacks.com/privacy.php%23terms-of-service
https://www.zacks.com/performance
https://www.zacks.com/sitemap.php
https://www.zacks.com/podcasts?ADID=podcast_landingpage
https://www.zacks.com/earnings/earnings-calendar
https://www.zacks.com/contact
mailto:support@zacks.com
https://www.zacks.com/media-room/
https://www.zacks.com/careers.php
https://www.zacks.com/advertising
https://www.facebook.com/ZacksInvestmentResearch
https://twitter.com/ZacksResearch
https://www.linkedin.com/
https://www.youtube.com/user/ZacksInvestmentNews
https://itunes.apple.com/us/app/zacks/id731593509?mt=8
https://play.google.com/store/apps/details?id=com.zacks.androidapp&utm_source=zacks.com&utm_campaign=ZacksFooter&pcampaignid=MKT-Other-global-all-co-prtnr-py-PartBadge-Mar2515-1
https://www.bbb.org/chicago/business-reviews/financial-services/zacks-investment-research-inc-in-chicago-il-86000393/%23sealclick

Visit performance for information about the performance numbers displayed above.

Visit www.zacksdata.com to get our data and content for your mobile app or website.

Real time prices by BATS. Delayed quotes by Sungard.

NYSE and AMEX data is at least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed.


https://www.zacks.com/performance
http://www.zacksdata.com/

Wed, Oct 16, 2019

Duff & Phelps’ U.S. Normalized Risk-Free Rate
Decreased from 3.5% to 3.0% Effective
September 30, 2019

e Roger J. Grabowski s James Harrington

il ¥ in

Executive Summary

The Equity Risk Premium (ERP) changes over time. Fluctuations in global economic and
financial conditions warrant periodic reassessments of the selected ERP and
accompanying risk-free rate.

Based on current market conditions, Duff & Phelps is reaffirming its U.S. Equity Risk
Premium recommendation of 5.5% to be used in conjunction with a normalized risk-free
rate.

However, based on declining real interest rates and long-term growth estimates for the
U.S. economy, we are lowering the U.S. normalized risk-free rate from 3.5% to 3.0%
when developing discount rates as of September 30, 2019 and thereafter, until further
guidance is issued. In summary:

Equity Risk Premium: Reaffirmed at 5.5%

Risk-Free Rate: Decreased from 3.5% to 3.0% (normalized)
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Base U.S. Cost of Equity Capital: 8.5% (5.5% + 3.0%)

We will be issuing a more complete Client Alert covering our analysis of the Risk-Free
Rate and Equity Risk Premium in mid-October 2019.

Background

The Equity Risk Premium (ERP) is a key input used to calculate the cost of capital within
the context of the Capital Asset Pricing Model (CAPM) and other models. Duff & Phelps
regularly reviews fluctuations in economic and financial market conditions that warrant a
periodic reassessment of the ERP.'

Based on current market conditions, we are reaffirming the recommended U.S. ERP of
5.5%, which was effective for valuations dates as of December 31, 2018 and thereafter.
We will maintain our recommendation to use a 5.5% U.S. ERP when developing discount
rates until there is evidence indicating equity risk in financial markets has materially
changed. We are closely monitoring economic conditions.

The current ERP recommendation (5.5%) was developed in conjunction with a
“normalized” 20-year yield on U.S. government bonds as a proxy for the risk-free rate
(Rf). Based on recent academic literature and market evidence of a secular decrease in
real interest rates (a.k.a. the “rental” rate) and lower long-term real GDP growth
estimates for the U.S. economy, we are lowering our recommended normalized risk-free
rate from 3.5% to 3.0% for valuation dates as of September 30, 2019 and thereafter.

Methods of Estimating a Normalized Risk-free Rate

Estimating a normalized risk-free rate can be accomplished in a number of ways,
including (i) simple averaging, and (ii) various “build-up” methods.?

The first method of estimating a normalized risk-free rate entails calculating averages of
yields to maturity on long-term government securities over various periods. This
method’s implied assumption is that government bond yields revert to the mean. For
example, as of September 20, 2019, the 10-year moving-average for the yield on 20-
year U.S. Treasury bonds was 3.0%. In contrast, the corresponding spot yield on
September 20, 2019 was 2.0%.



Taking the moving-average over the last 10 years is a simple way of “normalizing” the
risk-free rate. An issue with using historical averages, though, is selecting an
appropriate comparison period that can be used as a reasonable proxy for the future.

The second method of estimating a normalized risk-free rate entails using a simple
build-up method, where the components of the risk-free rate are estimated and then
added together. Conceptually, the risk-free rate can be (loosely) illustrated as the sum of
the following two components:3

Risk-Free Rate Real Rate + Expected Inflation

In Exhibit 1, we summarize long-term real rate estimates and inflation expectations for
the United States through mid-September 2019, based on data assembled from a
variety of sources. We also display the spot 20-year U.S. Treasury yield and its long-
term (10-year) trailing average as of September 20, 2019.

Exhibit 1: Long—Term Spot and Normalized Risk—Free Rates for the United States
September 2019 (approximately):# 5 6



Estimated Long-term Real Risk-Free Rate 0.0% to 2.0%

Expected Long-term Inflation 1.6% to 2.6%
Range of Normalized Risk-free Rates 1.6% to 4.6%
Midpoint 3.1%

20-Year U.S. Government Securities:

- Spot Rate 2.0%
- Long-Term (10-year) Trailing Average Yield 3.0%
Concluded Normalized Risk-free Rate 3.0%

Academic research in the area of real rates has been very active recently. We rely on
estimates from these different academic studies to infer our estimated long-term real
risk-free rate range of 0.0% - 2.0%. Academic researchers and economic analysts have
proposed a number of explanations for the secular (i.e., not cyclical or temporary)
decline in global real interest rates, which they argue precedes the onset of the 2008
global financial crisis. The following are some of the most-often-cited factors:”

Lower global long-run output and productivity growth

Shifting demographics (aging population leading to slower labor
force expansion)

Global “savings glut”

Safe asset shortage (increased demand for safe-haven assets,
accompanied by a declining supply)

With regards to long-term inflation expectations, the same declining trend has been
taking hold in the United States and across several other developed markets over the
last few years. Inflation has been persistently below the 2.0% target set by major central
banks, such as the Federal Reserve Bank (Fed), the European Central Bank, the Bank of
England, and the Bank of Japan.



Can the Normalized Risk-free Rate Decline While the Spot Yield is Increasing?

A long-term “normalized” risk-free rate attempts to capture the sustainable average
return of long-term bonds issued by a government considered “safe” or free of default
risk (e.g., U.S. Treasuries).®9 However, the use of a normalized risk-free rate during
certain periods does not assume that “spot” rates will not fluctuate during these periods.
Spot rates will almost undoubtedly fluctuate during the current period as well, just as
they have fluctuated in all previous periods of normalization. This fluctuation in itself
does not alter our recommendation based on economic fundamentals.

Duff & Phelps will continue to monitor risk-free rates and other cost of capital inputs very
closely. If and when (i) long-term spot yields increase to a level that approaches the Duff
& Phelps recommended U.S. normalized risk-free rate (e.g. differences are lower than
50 b.p.), and (ii) there is evidence that this increase in spot yields is not transitory, we
will then consider recommending a return to using the spot rate as the basis for the risk-
free rate.

Duff & Phelps’ U.S. Equity Risk Premium Recommendation and “Base” Cost of Equity

Duff & Phelps last changed its U.S. ERP recommendation on December 31, 2018. On
that date, our ERP recommendation was increased to 5.5% (from 5.0%) in response to
evidence that suggested a heightened level of risk in financial markets.

Duff & Phelps monitors various economic and financial market indicators, as well as two
quantitative models as corroboration to arrive at its U.S. ERP recommendation. While
current evidence seems to be pointing to a decline in equity risk in financial markets
relative to December 31, 2018, from a qualitative perspective we deem it prudent to
adopt a “wait and see” approach, especially with mounting indications of deteriorating
global economic growth prospects and a rise in global trade uncertainty.

Accordingly, Duff & Phelps is reaffirming the recommended U.S. ERP of 5.5%, to be
used in conjunction with a normalized risk-free rate of 3.0%, when developing discount
rates as of September 30, 2019 and thereafter. The combination of the new normalized
risk-free rate (3.0%) and the reaffirmed U.S. recommended ERP (5.5%) result in an
implied U.S. “base” cost of equity capital estimate of 8.5% (3.0% + 5.5%). Were we to
use the spot yield-to-maturity on 20-year U.S. Treasuries of 2.0% as of September 20,
2019, one would have to increase the ERP assumption accordingly. One can determine
the ERP against the spot 20-year yield as of September 20, 2019, inferred by Duff &
Phelps’ recommended U.S. ERP (used in conjunction with the normalized risk-free rate),



by using the following formula:

U.S. ERP Against Spot 20-Year Yield (Inferred) = D&P Recommended U.S. ERP
+ Normalized Risk-Free Rate
— Spot 20-Year U.S. Treasury Yield
=5.5% +3.0%-2.0% =6.5%

Sources

T For a discussion of some of the studies and factors we evaluate, refer to Chapter 3 of the Duff & Phelps Cost of Capital
Navigator “Resources” Section or to Duff & Phelps’ Client Alert entitled “Duff & Phelps Increased U.S. Equity Risk
Premium Recommendation to 5.5%, Effective December 31, 2018”. To obtain a free copy of this Client Alert, visit
www.duffandphelps.com/costofcapital.

2 For a more detailed discussion on reasons for normalization and methods that can be used to normalize risk-free rates,
refer to Chapter 3 in the Duff & Phelps Cost of Capital Navigator “Resources” section.

3 Thisis a simplified version of the “Fisher equation”, named after Irving Fisher. Fisher’'s “The Theory of Interest” was first
published by Macmillan (New York), in 1930.

4 Pescatori, Andrea, and Mr Jarkko Turunen. Lower for longer: neutral rates in the United States. No. 15-135.
International Monetary Fund, 2015.; Kiley, Michael T., “What Can the Data Tell Us About the Equilibrium Real Interest
Rate?”, Finance and Economics Discussion Series 2015-077. Washington: Board of Governors of the Federal Reserve
System (August 2015); Lubik, Thomas A. and Christian Matthes “Calculating the Natural Rate of Interest: A Comparison
of Two Alternative Approaches”, Richmond Fed Economic Brief (October 2015); Johannsen, Benjamin K. and Elmar
Mertens (2016), "The Expected Real Interest Rate in the Long Run: Time Series Evidence with the Effective Lower
Bound”, FEDS Notes, Washington: Board of Governors of the Federal Reserve System, February 9, 2016; Laubach,
Thomas, and John C. Williams. "Measuring the natural rate of interest redux." Business Economics 51, no. 2 (2016): 57-
67; Taylor, John B., and Volker Wieland. "Finding the equilibrium real interest rate in a fog of policy deviations." Business
Economics 51, no. 3 (2016): 147-154.; Lansing, Kevin J., “Projecting the Long-Run Natural Rate of Interest”, FRBSF
Economic Letter 2016-25 (August 2016); Hamilton, James, Ethan Harris, Jan Hatzius, and Kenneth West, “The
Equilibrium Real Funds Rate: Past, Present and Future”, IMF Economic Review, November 2016, Vol. 64, Issue 4, p. 660-
707; Holston, Holston, Kathryn, Thomas Laubach, and John C. Williams. "Measuring the natural rate of interest:
International trends and determinants." Journal of International Economics 108 (2017): S59-S75; Del Negro, Marco and
Giannone, Domenico and Giannoni, Marc P. and Tambalotti, Andrea (2017-05-11), “Safety, Liquidity, and the Natural Rate
of Interest”, FRB of NY Staff Report No. 812; Sichel, Daniel E. & Wang, J. Christina (2017), “The equilibrium real policy

rate through the lens of standard growth models”, Current Policy Perspectives 17-6, Federal Reserve Bank of Boston;


http://www.duffandphelps.com/costofcapital

Lunsford, Kurt G., and Kenneth D. West. “Some evidence on secular drivers of US safe real rates” No. w25288. National
Bureau of Economic Research, 2018.; Wieland, V. (2018). Chapter 2 The Natural Rate - Section One - R- Star: The
Natural Rate and Its Role in Monetary Policy; In the Structural Foundations of Monetary Policy (pp. 45-61). Hoover
Institution Press, Stanford University; Viktors Ajevskis, (2018). "The Natural Rate of Interest: Information Derived from a
Shadow Rate Model," Working Papers 2018/02, Latvijas Banka; Fiorentini, Gabriele, Galesi, Alessandro, Perez-Quiros,
Gabriel and Sentana, Enrique, (2018), "The rise and fall of the natural interest rate," No 1822, Working Papers, Banco de
Espafa; Christensen, Jens HE, and Glenn D. Rudebusch. "A new normal for interest rates? Evidence from inflation-
indexed debt." Review of Economics and Statistics (2017): 1- 46; Lewis, Kurt F., and Francisco Vazquez-Grande (2017).
“Measuring the Natural Rate of Interest: Alternative Specifications," Finance and Economics Discussion Series 2017-059.
Washington: Board of Governors of the Federal Reserve System; R.C.M. Beyer, V. Wieland/Journal of International Money
and Finance 94 (2019) 1-14

5 We continue to also rely on the results of Haubrich et al (2012), Lubick and Matthes (2015), Laubach and Williams
(2016), and Holston et al. (2017) work, which are updated on a regular basis and published in the Federal Reserve Bank
of Cleveland’s website, the Federal Reserve Bank of Richmond website, and the Federal Reserve Bank of New York’s
website, respectively.

6. “The Livingston Survey: June 2019,” Federal Reserve Bank of Philadelphia (June 7, 2019); “Survey of Professional
Forecasters: Third Quarter 2019,” Federal Reserve Bank of Philadelphia (August 2019); Blue Chip Financial Forecasts
(June 1, 2019 and September 1, 2019); Blue Chip Economic Indicators (March 2019 and August 2019); “Consensus
Forecasts — A Digest of International Economic Forecasts”, Consensus Economics Inc. (April 2019 and August 2019);
Federal Reserve Bank of Cleveland (estimates as of August 2019); Philadelphia Federal Reserve, Aruoba Term Structure
of Inflation Expectations (estimates as of August 2019); the University of Michigan Inflation Expectations, September
2019.

7. For a more detailed discussion of some of these and other factors, see, for example, Rachel, Lukasz and Thomas D
Smith “Secular drivers of the global real interest rate”, Bank of England Staff Working Paper No. 571, December 2015.
Also, consider reviewing Chapter 3 in the Duff & Phelps Cost of Capital Navigator “Resources” section

8- Beginning with the financial crisis of 2008 (the “Financial Crisis”), analysts have had to reexamine whether the “spot”
rate is still a reliable building block upon which to base their cost of equity capital estimates. The Financial Crisis
challenged long-accepted practices and highlighted potential problems of simply continuing to use the spot yield-to-
maturity on a safe government security as the risk-free rate, together with historical equity risk premiums, without any
further adjustments.

9 The general framework for the normalization argument could be described as follows: (i) the extremely-low rates we
have experienced in recent years would not exist without the market intervention by “non-market” participants (i.e.,
central banks) pushing rates down “artificially”, (ii) these abnormally-low rates are not sustainable in the long-term, and

(iii) rates tend to revert to a mean that reflects the long-term relationship between nominal and real interest rates.
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Safe Harbor statement

This presentation includes forward-looking statements within the meaning of the
federal securities laws. Actual results could differ materially from such forward-
looking statements. The factors that could cause actual results to differ are discussed
in the Appendix herein and in Duke Energy’s SEC filings, available at www.sec.gov.

DUKE
@ ENERGY.

Regulation G disclosure

In addition, today's discussion includes certain non-GAAP financial measures as
defined under SEC Regulation G. A reconciliation of those measures to the most
directly comparable GAAP measures is available in the Appendix herein and on our
Investor Relations website at www.duke-energy.com/investors/.
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Topics for today’s call

{~ DUKE
<’ ENERGY.

BUSINESS UPDATE
Lynn Good, Chairman, President & CEO
= Third quarter 2019 update

Progress on strategic initiatives
Legislative updates

FINANCIAL UPDATE

Steve Young, Executive VP & CFO

Third quarter 2019 earnings drivers
Economic conditions and volume trends
Regulatory updates

Financing plan update

Key investor considerations

TRANSFORMING THE

FUTURE
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Third quarter 2019 update

FINANCIAL HIGHLIGHTS®

$1.82
REPORTED DILUTED EPS = Raising the midpoint of 2019 EPS guidance range
FOR 3Q 2019 on strong year-to-date results
COMPARED TO :
$1.51 IN 3Q 2018 = EPS growth of 7% through the first three quarters
= Reaffirming 4-6% long-term growth CAGR through
20233
{~ DUKE
e ADJUS‘gI;'[;I?U?ED s OPERATIONAL HIGHLIGHTS
C';OMRPig Eznggo = Well executed response to Hurricane Dorian with

(V) _
$1.65 IN 3Q 2018 95% of outages restored within 24 hours

= System performed well during recent sustained
heat wave through summer and early fall

= Duke Energy named to Dow Jones Sustainability

$4-95 - $5-1 5 Index for 14" consecutive year
NARROWING 2019 EPS _
GUIDANCE RANGE @) =  Winner of U.S. Transparency Award by Labrador

Group for utilities

(1) Based on adjusted diluted EPS -
(2)  Offthe midpoint of the original 2019 quidance range, or $5.00 THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE II4




Working to achieve net-zero carbon emissions by 2050

Companywide CO, o
Emissions O Cut CO, emissions by at least 50% by 2030
Reduction Goals!" Q Attain net-zero CO, emissions by 2050
_ v Exceeded 2025 reduction benchmarks agreed to by the U.S.
CO, Reductions for the Paris climate accord
Already Achieved® o _ _
v" Met the 2030 CO, emission-reduction requirements of EPA’s
© B former Clean Power Plan almost 11 years early

PATH TO A LOW-CARBON FUTURE

Collaborate and align with our states and Continue to operate existing carbon-free
stakeholders as we transform @ technologies, including nuclear and renewables
Accelerate transition to cleaner energy Advocate for sound public policy that advances
solutions technology and innovation

Modernize our electric grid

(1) From 2005 levels °
(2) Achieved 31% reduction as of 2018, lnc/udlng a 35% reduction in the Carolinas THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE II'5




Generating cleaner energy

ELECTRIC UTILITIES AND
INFRASTRUCTURE
= Asheville combined cycle (DEP) on target for late-2019

completion (part of the $1.1B Western Carolinas
Modernization Project)

= Second renewable energy RFP in NC launched in October;
expect ~1,200 MW to be procured through two RFPs

= Advancing 700 MW of solar projects in FL by 2022

COMMERCIAL RENEWABLES

= Approximately 380 MW of wind and solar projects
announced in Q3, bringing YTD total to over 1,500 MWs

{~ DUKE
<’ ENERGY.

= Line-of-sight to substantially all of our growth prospects for
2019 & 2020; and ~70% of the five-year plan

TARGETING 250% REDUCTION( IN CO, EMISSIONS BY 2030 AND NET-ZERO BY 2050

(1) See appendix for detailed project listing
(2) From 2005 levels o

THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE II'6




Expanding natural gas infrastructure

o
WEST I//
VIRGINIA

ATLANTIC COAST PIPELINE

=  SCOTUS agreed to hear appeal of the Appalachian Trail
decision; DOJ and Solicitor General joined the appeal;
expect decision in Q2 2020

Staunton
VIRGINIA

= Work continues with Fish and Wildlife Service to resolve
issues with Biological Opinion and Incidental Take

4 Statement identified by the Fourth Circuit
Notfolk = Expect reissued permits in the first half of 2020

Richmond

Lynchburg
Roancke

* Virginia

{:.. DUKE d
Beach
-

ENERGY. = Expect mechanical completion of the project in late 2021

with full in-service in the first half of 2022

Winston-Salem

Rocky Mount] = No longer pursuing phased in-service schedule

Greensboro Durham LR :
Raleigh ; . -
s Greenvie W) = Estimated cost $7.3 to $7.8 billion("
NORTH ok R _ _ _ . _ _
CAROLINA s - = Remain confident in the project and committed to its
p Fayettoville 5/ completion
=== Appalachian Trail
} === Atlantic Coast Pipeline

( 1) Represents total project cost, of which Duke Energy’s share is 47%. Excludes AFUDC °
THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE 7



Legislative updates

North Carolina
= SB559 was enacted into law on Nov. 6, enabling storm cost securitization
= Provides customers with 15-20% savings on storm recovery costs

= Supports balance sheet strength

= Opportunity for progress on alternative regulatory mechanisms, including multi-year rate plans
and ROE bands, in the 2020 stakeholder process related to the Governor’s Clean Energy Plan

= Near-term focus remains on rate case execution

Ohio
© R = HB247 would further grid modernization, technology deployment and distributed generation

= Bill passage could provide a pathway for Ohio to be a national leader in energy infrastructure
and innovation

Florida

= SB796, passed in June 2019, authorizes investments to further resiliency of the grid against
extreme weather events

=  FPSC is in the process of adopting a final rule; each Florida utility to submit Storm Protection
Plans in 2020

CONTINUE TO ADVOCATE FOR SOLUTIONS THAT BENEFIT CUSTOMERS

THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE I8




3Q 2019 adjusted diluted EPS summary and primary drivers

ADJUSTED DILUTED SEGMENT RESULTS VS. PRIOR YEAR QUARTER®™
EARNIN PER SHARE
&S S Electric Utilities & Infrastructure, +$191 M (+$0.25 per share(@)

A Contribution from base rate changes and riders (+$0.11 per share)
A Weather (+$0.09 per share)

A Lower storm costs, effective management and timing of O&M
expenses (+$0.07 per share)

V¥ Higher depreciation and amortization, primarily due to a growing
asset base (-$0.03 per share)

V¥ Lower volumes, primarily industrial (-$0.03 per share)

~7% growth

--------- ->

DUKE
@ ENERGY.

Gas Utilities & Infrastructure, +$8 M (+$0.01 per share)

mQTD mYTD A Higher earnings from midstream investments

2018 2019 Commercial Renewables, +$14 M (+$0.02 per share)

A Favorable wind resource and new growth projects
$4.95 - $5.15 Other, -$84 M (-$0.11 per share)
NARROWING 2019 EPS

GUIDANCE RANGE® V¥ Higher financing costs and timing of income tax expense

Share Dilution (-$0.03 per share)

(1) Detailed drivers of adjusted segment income (loss) are available in the 3Q 2019 earnings release located on our Investor
Relations website at www.duke-energy.com/investors/

(2) Excludes share dilution of -$0.03 ¢
(3) Based on adjusted diluted EPS THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE II'9
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Liquidity summary as of September 30, 2019

DUKE
Cgﬁ ENERGY.

Note: excludes variable denomination floating-rate demand notes, called PremierNotes. At September 30, 2019, the PremierNotes balance was $1,019 million
(1) Master Credit Facility supports tax-exempt put bonds, LOCs and the Duke Energy commercial paper program of $4.85 billion

(2)  Includes permanent layer of commercial paper of $625 million, which is classified as long-term debt
(3)  Borrowings under these facilities will be used for general corporate purposes THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE /I 25




Credit ratings (as of September 30, 2019)

Holding Companies Operating Companies
Moody's S&P Fitch Moody's  S&P
DUKE ENERGY CORPORATION Stable  Negative  Stable DUKE ENERGY CAROLINAS, LLC Stable  Negative
Senior Unsecured Debt Baa1 BBB+ BBB+ Senior Secured Debt Aa2 A
. Senior Unsecured Debt A1 A-
Commercial Paper P-2 A-2 F-2 .
. DUKE ENERGY PROGRESS, LLC Stable Negative
PROGRESS ENERGY, INC. Stable Negatlve Senior Secured Debt Aa3 A
Senior Unsecured Debt Baal ~ BBB+ DUKE ENERGY FLORIDA, LLC Stable  Negative
Senior Secured Debt A1 A
Senior Unsecured Debt A3 A-
‘@EHEEGY, DUKE ENERGY INDIANA, LLC Stable Negative
Senior Secured Debt Aa3 A
Senior Unsecured Debt A2 A-
DUKE ENERGY OHIO, INC. Stable  Negative
Senior Secured Debt A2 A
Senior Unsecured Debt Baa1 A-
DUKE ENERGY KENTUCKY, INC. Stable Negative
Senior Unsecured Debt Baa1 A-
PIEDMONT NATURAL GAS, INC. Stable Negative
Senior Unsecured Debt A3 A-

THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE Il 26



Recently launched green bond website

www.duke-energy.com/our-company/investors/green-bonds

{.5 By Investors MENY

Duke Energy Carolinas, LLC

Green Bonds

Duke Energy issues grean bonds to finance clean ¢
projects.

Bonds Issued

Duke Energy Carolinas, LLC issued its inaugural Green Bonds in November
2018 raising $1B of debt to (re)finance eligible green expenditures. The
projects financed by these bonds are reducing approximately 113,000
metric tons of Carbon Dioxide from our atmosphere and powering
approximately 20,000 homes per year

Independent Accountant's Report Management's Assertions Regarding Prospectus Supplement
Disbursements

DUKE
@ ENERGY.

Project selection and reporting
Green Bonds

Duke Energy Progress, LLC

Leadership within our Sustainability and Treasury departments collaborate to
determine the disbursement of funds across eligible projects. This team will
provide annual updates on this site to inform investors about the use of

Green Bond funds until 100% of net proceeds have been disbursed. -
&
¥,

|

Bonds Issued

A~ DUKE A~ DUKE
ERor. ERor
CAROLINAS PROGRESS Duke Energy Progress, LLC issued $600M in Green Bonds in March 2019
The projects financed by these bonds are reducing approximately 205,000
metric tons of Carbon Dioxide from our atmosphere and powering
C approximately 36,000 homes per year
Duke Energy Carolinas Duke Energy Progress BB L PeEy

Green Bonds> Green Bonds >

Independent Accountant's Report Management's Assertions Regarding Prospectus Supplement
Disbursements
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Sustainability / Environmental Social and Governance (ESG)
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Sustainability / Environmental Social and Governance (ESG)

= Targeting at least 50% reduction in carbon dioxide (CO,) emissions by
2030(; net-zero by mid-century

CARBON AND OTHER

= Since 2005, decreased CO, emissions by 31%, sulfur dioxide emissions
REDUCTIONS by 96% and nitrogen oxides emissions by 74%

= 49 coal units retired (~6.2 GW) since 2010
= As of year-end 2018, owned or contracted 7,100 MW of renewables

= Targeting 1 trillion gallon reduction in water withdrawals by our generation
fleet by 2030 (from 5.34 trillion gallons in 2016)

dDUE OTHER ESG FOCUS FUEL DIVERSITY
(MWh OUTPUT)
AREAS 1% i% 14%
2005@ 201830 2030E®™
|NDgISSTC|T-Y0|§5g|EING W coal/0il [l Nuclear [ Natural Gas B Hydro, Wind & Solar

(1) From 2005 levels
(2) 2005 and 2018 data based on Duke’s ownership share of U.S. generation assets as of Dec. 31, 2018

|| (3) 2018 data excludes 8,519 GWh of purchased renewables, equivalent to ~4% of Duke’s output

(4) Percentages in the 2030E pie chart not yet updated for the impact of the new climate goal announced Sept. 2019. 2030 estimate will
be influenced by customer demand for electricity, weather, fuel availability and prices

THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE 29




Sustainability / Environmental Social and Governance (ESG)

SAFETY - OUR NUMBER ONE PRIORITY

= Total Incident Case Rate (TICR) of 0.43 in 2018; one of the industry
CARBON AND OTHER leaders for 41" year in a row

REDUCTIONS EMPLOYEES

= Targeting a companywide engagement score of 76% by 2022
= Named one of “America’s Best Employers” by Forbes in 2019

= Named one of the “50 Best Companies for Diversity” by Black
Enterprise magazine in 2018

GOVERNANCE

O R OTHER ESG FOCUS = Qversight of sustainability formally added to Corporate Governance
Committee of the Duke Energy Board of Directors charter in 2018

BOARD DIVERSITY BOARD TENURE

5-9 Years

i (1)
Diverse (5 directors)

(6 directors)

0-4Years
(8 directors)

Avg.
Tenure:
4 year

40%
Diverse
rep.

INDUSTRY LEADING
DISCLOSURE

E

(1) Racial, gender and ethnic diversity THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE Il 30

Other
(9 directors)

10+ Years
(2 directors)




Sustainability / Environmental Social and Governance (ESG)

= Dow Jones Sustainability Index for 14 years in a row

= Qver a decade of annual Sustainability reports
CARBON AND OTHER

REDUCTIONS = (Climate Report issued in 2018 analyzes 2-degree scenario

= QOur 50% CO, reduction goal is consistent with a pathway to achieve
a 2-degree target

o = EEI/AGA reporting templates provide investors greater uniformity and
consistency in reporting of ESG metrics

= 2019 Winner of U.S. Transparency Award by Labrador Group for utilities

BouE OTHER ESG FOCUS . BIoomberg.ESG disclosure scorgqu 96.6, the second-best score and in
AREAS the top decile of our peer U.S. utilities™"

TRANSFORMING THE

P

INDUSTRY LEADING
DISCLOSURE

see more at: www.duke-energy.com/our-company/sustainability

(1) As of March 29, 2019 THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE 131



Other supplemental information
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Advancing our strategic vision © Rikor.

®
@

j%%ﬁi TRANSFORM THE oog| (@00

CUSTOMER EXPERIENCE =0 |00

MODERNIZE THE GENERATE EXPAND NATURAL GAS
ENERGY GRID CLEANER ENERGY INFRASTRUCTURE

S°JZ] STAKEHOLDER
ENGAGEMENT

EMPLOYEE ENGAGEMENT AND OPERATIONAL EXCELLENCE

ARE FOUNDATIONAL TO OUR SUCCESS

®
2
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Renewables project announcements

Megawatts
Site Solar Wind Fuel Cell  Total CcoD Location
Regulated: Lake Placid 45 - - 45 Q4 2019 FL
Trenton 74.9 - - 74.9 Q4 2019 FL
DeBary 74.5 - - 74.5 Q12020 FL
Columbia 74.9 - - 74.9 Q12020 FL
Catawba County( 69 - - 69 2020 NC (DEC)
Gaston County( 25 - - 25 2020 NC (DEC)
PPA projects(@ 362 - - 362 2020/2021 NC/SC
Subtotal - Regulated 726 - - 726
Commercial: Cleveland County( 50 - - 50 2020 NC
urry County - -
Surry C () 23 23 2020 NC
{? DUNE Cabarrus County(" 23 - - 23 2020 NC
ENERGY: Rosamond 150 i i 150 Q2 2019 CA
Lapetus 100 - - 100 Q42019 X
Palmer 60 - - 60 Q4 2019 co
Holstein 200 - - 200 2020 X
Rambler® 200 - - 200 2020 X
Mesteno - 200 - 200 Q4 2019 X
Frontier Il - 350 - 350 2020 OK
Maryneal®) - 180 - 180 2020 X
Bloom Energy - - 37 37 2019/2020 Various
Subtotal - Commercial® 806 730 37 1,573
GRAND TOTAL - announced 1,532 730 37 2,299

(1)  Projects that cleared the first RFP under HB589 (552 MW in total). Dates may vary depending upon local approvals and any construction delays
(2)  Projects procured on behalf of customers but not owned by Duke Energy
(3)  Projects announced in third quarter 2019

(4) Approximately 1/3 of capital requirement to be funded with tax equity
THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE Il 34




Coal ash closure costs@®

NCDEQ COAL ASH ORDER

= NC DEQ issued order April 1 requiring low priority sites be fully excavated
= |ncremental cost of $4 - 5 billion vs. cap-in-place / hybrid closure methods would be spent over decades
= Coal ash closure costs would increase $200 — $400 million over 5-year plan (<1% of total capital plan)

= Company appealed the decision to the NC Office of Administrative Hearings on April 26; expect process to last

well into 2020

Costs Costs(") Through 2018 Plan()

Duke Energy Carolinas $2,760 $950 $730
($ in millions) Duke Energy Progress $2,900 $700 $1,190

m Duke Energy Indiana $930 $150 $425

Waste (closure) $2,380 Duke Energy Florida $25 - $5

All other environmental $400 Duke Energy Kentucky $75 $15 $30

Total §2,780 Total $6,690 $1,815 $2,380

(1)  Tables shown are as disclosed in the Fourth Quarter 2018 Earnings Review and Business Update on Feb. 14, 2019 °
and do not include the impact of NC DEQ’s April 1, 2019 order THIRD QUARTER 2019 EARNINGS REVIEW AND BUSINESS UPDATE  // 35




Upcoming events & other
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Upcoming events

{~ DUKE EE| Financial Conference November 10-12, 2019

<’ ENERGY.

4Q 2019 Earnings Call (tentative) February 13, 2020
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Investor relations contact information

BRYAN BUCKLER, VICE PRESIDENT INVESTOR RELATIONS
= Bryan.Buckler@duke-energy.com
= (704) 382-2640

Boue CINDY LEE, DIRECTOR INVESTOR RELATIONS
= Cynthia.Lee@duke-energy.com
= (980) 373-4077

ABBY MOTSINGER, MANAGER INVESTOR RELATIONS
= Abby.Motsinger@duke-energy.com
= (704) 382-7624
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Safe harbor statement

This document includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward-looking
statements are based on management's beliefs and assumptions and can often be identified by terms and phrases that include “anticipate,” “believe,” “intend,” “estimate,” “expect,” “continue,”
“should,” “could,” “may,” “plan,” “project,” “predict,” “will,” “potential,” “forecast,” “target,” “guidance,” “outlook” or other similar terminology. Various factors may cause actual results to be
materially different than the suggested outcomes within forward-looking statements; accordingly, there is no assurance that such results will be realized. These factors include, but are not
limited to: State, federal and foreign legislative and regulatory initiatives, including costs of compliance with existing and future environmental requirements, including those related to climate
change, as well as rulings that affect cost and investment recovery or have an impact on rate structures or market prices; The extent and timing of costs and liabilities to comply with federal and
state laws, regulations and legal requirements related to coal ash remediation, including amounts for required closure of certain ash impoundments, are uncertain and difficult to estimate; The
ability to recover eligible costs, including amounts associated with coal ash impoundment retirement obligations and costs related to significant weather events, and to earn an adequate return
on investment through rate case proceedings and the regulatory process; The costs of decommissioning Crystal River Unit 3 and other nuclear facilities could prove to be more extensive than
amounts estimated and all costs may not be fully recoverable through the regulatory process; Costs and effects of legal and administrative proceedings, settlements, investigations and claims;
Industrial, commercial and residential growth or decline in service territories or customer bases resulting from sustained downturns of the economy and the economic health of our service
territories or variations in customer usage patterns, including energy efficiency efforts and use of alternative energy sources, such as self-generation and distributed generation technologies;
Federal and state regulations, laws and other efforts designed to promote and expand the use of energy efficiency measures and distributed generation technologies, such as private solar and
battery storage, in Duke Energy service territories could result in customers leaving the electric distribution system, excess generation resources as well as stranded costs; Advancements in
technology; Additional competition in electric and natural gas markets and continued industry consolidation; The influence of weather and other natural phenomena on operations, including the
economic, operational and other effects of severe storms, hurricanes, droughts, earthquakes and tornadoes, including extreme weather associated with climate change; The ability to
successfully operate electric generating facilities and deliver electricity to customers including direct or indirect effects to the company resulting from an incident that affects the U.S. electric grid
or generating resources; The ability to obtain the necessary permits and approvals and to complete necessary or desirable pipeline expansion or infrastructure projects in our natural gas
-f~, DUKE business; Operational interruptions to our natural gas distribution and transmission activities; The availability of adequate interstate pipeline transportation capacity and natural gas supply; The
e ENERGY. . . . . . . . . . . . .
impact on facilities and business from a terrorist attack, cybersecurity threats, data security breaches, operational accidents, information technology failures or other catastrophic events, such
as fires, explosions, pandemic health events or other similar occurrences; The inherent risks associated with the operation of nuclear facilities, including environmental, health, safety, regulatory
and financial risks, including the financial stability of third-party service providers; The timing and extent of changes in commodity prices and interest rates and the ability to recover such costs
through the regulatory process, where appropriate, and their impact on liquidity positions and the value of underlying assets; The results of financing efforts, including the ability to obtain
financing on favorable terms, which can be affected by various factors, including credit ratings, interest rate fluctuations, compliance with debt covenants and conditions and general market and
economic conditions; Credit ratings of the Duke Energy Registrants may be different from what is expected; Declines in the market prices of equity and fixed-income securities and resultant
cash funding requirements for defined benefit pension plans, other post-retirement benefit plans and nuclear decommissioning trust funds; Construction and development risks associated with
the completion of the Duke Energy Registrants’ capital investment projects, including risks related to financing, obtaining and complying with terms of permits, meeting construction budgets and
schedules and satisfying operating and environmental performance standards, as well as the ability to recover costs from customers in a timely manner, or at all; Changes in rules for regional
transmission organizations, including changes in rate designs and new and evolving capacity markets, and risks related to obligations created by the default of other participants; The ability to
control operation and maintenance costs; The level of creditworthiness of counterparties to transactions; Employee workforce factors, including the potential inability to attract and retain key
personnel; The ability of subsidiaries to pay dividends or distributions to Duke Energy Corporation holding company (the Parent); The performance of projects undertaken by our nonregulated
businesses and the success of efforts to invest in and develop new opportunities; The effect of accounting pronouncements issued periodically by accounting standard-setting bodies; The
impact of U.S. tax legislation to our financial condition, results of operations or cash flows and our credit ratings; The impacts from potential impairments of goodwill or equity method
investment carrying values; and The ability to implement our business strategy, including enhancing existing technology systems.

ENG ENG

ENG ” i

Additional risks and uncertainties are identified and discussed in the Duke Energy Registrants' reports filed with the SEC and available at the SEC's website at sec.gov. In light of these risks,
uncertainties and assumptions, the events described in the forward-looking statements might not occur or might occur to a different extent or at a different time than described. Forward-looking
statements speak only as of the date they are made and the Duke Energy Registrants expressly disclaim an obligation to publicly update or revise any forward-looking statements, whether as a
result of new information, future events or otherwise.
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Duke Energy Corporation

Non-GAAP Reconciliations

Third Quarter Earnings Review & Business Update
November 8, 2019

Adjusted Diluted Earnings per Share (EPS)

The materials for Duke Energy Corporation’s (Duke Energy) Third Quarter Earnings Review and Business
Update on November 8, 2019, include a discussion of adjusted diluted EPS for the quarter and year-to-date
periods ended September 30, 2019 and 2018.

The non-GAAP financial measure, adjusted diluted EPS, represents diluted EPS from continuing operations
attributable to Duke Energy Corporation common stockholders, adjusted for the per share impact of special
items. As discussed below, special items represent certain charges and credits, which management believes
are not indicative of Duke Energy’s ongoing performance.

The most directly comparable GAAP measure for adjusted diluted EPS is reported diluted EPS attributable to
Duke Energy Corporation common stockholders. Reconciliations of adjusted diluted EPS for the quarter and
year-to-date periods ended September 30, 2019 and 2018, to the most directly comparable GAAP measures
are included herein.

Special items for the quarter and year-to-date periods ended September 30, 2019 and 2018, include the
following items, which management believes do not reflect ongoing costs:
¢ Impairment Charges represents a reduction of a prior-year impairment at Citrus County CC, an other-
than-temporary-impairment (“OTTI”) of an investment in Constitution and a Commercial Renewables
goodwill impairment.
e Costs to Achieve Piedmont Merger represents charges that resulted from the Piedmont acquisition.
¢ Regulatory and Legislative Impacts represents charges related to rate case orders, settlements or

other actions of regulators or legislative bodies.

o Sale of Retired Plant represents the loss associated with selling Beckjord, a nonregulated generating
facility in Ohio.

e Impacts of the Tax Act represents an AMT valuation allowance recognized and a true up of prior-year
tax estimates related to the Tax Act.

Adjusted Diluted EPS Guidance

The materials for Duke Energy’s Third Quarter Earnings Review and Business Update on November 8, 2019,
include a reference to the forecasted 2019 adjusted diluted EPS guidance range of $4.95 - $5.25 per share,
narrowed from $4.80 - $5.20 per share during the third quarter of 2019. The materials also reference the long-
term range of annual growth of 4% - 6% through 2023 off the original midpoint of 2019 adjusted EPS guidance
range of $5.00. Adjusted diluted EPS is a non-GAAP financial measure as it represents diluted EPS from
continuing operations attributable to Duke Energy Corporation common stockholders, adjusted for the per
share impact of special items (as discussed above under Adjusted Diluted EPS). Due to the forward-looking
nature of this non-GAAP financial measure for future periods, information to reconcile it to the most directly
comparable GAAP financial measure is not available at this time, as management is unable to project all special
items for future periods, such as legal settlements, the impact of regulatory orders or asset impairments.



Adjusted Segment Income and Adjusted Other Net Loss

The materials for Duke Energy’s Third Quarter Earnings Review and Business Update on November 8, 2019,
include a discussion of adjusted segment income and adjusted other net loss for the quarter and year-to-date
periods ended September 30, 2019 and 2018, and a discussion of 2019 forecasted adjusted segment income
and forecasted adjusted other net loss.

Adjusted segment income and adjusted other net loss are non-GAAP financial measures, as they represent
reported segment income and other net loss adjusted for special items (as discussed above under Adjusted
Diluted EPS). When a per share impact is provided for a segment income driver, the after-tax driver is derived
using the pretax amount of the item less income taxes based on the segment statutory tax rate of 24% for
Electric Utilities and Infrastructure and Gas Utilities and Infrastructure, segment statutory tax rate of 23% for
Other, or an effective tax rate for Commercial Renewables. The after-tax earnings drivers are divided by the
Duke Energy weighted average diluted shares outstanding for the period. The most directly comparable GAAP
measures for adjusted segment income and adjusted other net loss are reported segment income and other net
loss, which represents segment income and other net loss from continuing operations, including any special
items. A reconciliation of adjusted segment income and adjusted other net loss for the quarter and year-to-date
periods ended September 30, 2019 and 2018, to the most directly comparable GAAP measures is included
herein. Due to the forward-looking nature of any forecasted adjusted segment income and forecasted other net
loss and any related growth rates for future periods, information to reconcile these non-GAAP financial
measures to the most directly comparable GAAP financial measures are not available at this time, as the
company is unable to forecast all special items, as discussed above under Adjusted Diluted EPS guidance.

Effective Tax Rate Including Impacts of Noncontrolling Interests and Preferred Dividends and
Excluding Special Items

The materials for Duke Energy’s Third Quarter Earnings Review and Business Update on November 8, 2019,
include a discussion of the effective tax rate including impacts of noncontrolling interests and preferred
dividends and excluding special items for the quarter and year-to-date periods ended September 30, 2019. The
materials also include a discussion of the 2019 forecasted effective tax rate including impacts of noncontrolling
interests and preferred dividends and excluding special items. Effective tax rate including impacts of
noncontrolling interests and preferred dividends and excluding special items is a non-GAAP financial measure
as the rate is calculated using pretax income and income tax expense, both adjusted for the impact of special
items, noncontrolling interests and preferred dividends. The most directly comparable GAAP measure is
reported effective tax rate, which includes the impact of special items and excludes the impacts of
noncontrolling interests and preferred dividends. A reconciliation of this non-GAAP financial measure for the
quarter and year-to-date periods ended September 30, 2019, to the most directly comparable GAAP measure
is included herein. Due to the forward-looking nature of the 2019 forecasted effective tax rate including
impacts of noncontrolling interests and preferred dividends and excluding special items, information to
reconcile it to the most directly comparable GAAP financial measure is not available at this time, as
management is unable to project all special items, as discussed above under Adjusted Diluted EPS Guidance.

Available Liquidity

The materials for Duke Energy’s Third Quarter Earnings Review and Business Update on November 8, 2019,
include a discussion of Duke Energy’s available liquidity balance. The available liquidity balance presented is
a non-GAAP financial measure as it represents cash and cash equivalents, excluding certain amounts held in
foreign jurisdictions and cash otherwise unavailable for operations, and remaining availability under Duke
Energy’s available credit facilities, including the master credit facility. The most directly comparable GAAP
financial measure for available liquidity is cash and cash equivalents. A reconciliation of available liquidity as
of September 30, 2019, to the most directly comparable GAAP measure is included herein.



Core Electric and Gas Earnings per Share

The materials for Duke Energy’s Third Quarter Earnings Review and Business Update on November 8, 2019,
reference Core Electric and Gas Earnings per Share for the year-to-date periods ended September 30, 2019 and
2018, and December 31, 2018 and 2017. The Core Electric and Gas Earnings per Share is calculated by adding
Adjusted Earnings per segment, excluding the Commercial Renewables segment, and dividing by the total
weighted average shares, diluted (reported and adjusted).

Core Electric and Gas Earnings per Share is a non-GAAP financial measure, as it represents reported diluted
EPS adjusted for special items. Special items represent certain charges and credits, which management believes
are not indicative of Duke Energy’s ongoing performance (as discussed above under Adjusted Diluted EPS).
The most directly comparable GAAP measure for adjusted diluted EPS is reported diluted EPS attributable to
Duke Energy Corporation common stockholders. Reconciliations of adjusted diluted EPS for the year-to-date
periods ended September 30, 2019 and 2018, and December 31, 2018 and 2017, to the most directly
comparable GAAP measures are included herein.

Non-Rider Recoverable O&M

The materials for Duke Energy’s Third Quarter Earnings Review and Business Update on November 8,
2019, include a discussion of Duke Energy’s non-rider recoverable operating, maintenance and other
expenses (O&M) for the year-to-date periods ended December 31, 2018, 2017, 2016 and 2015 as well as the
forecasted year-to-date period ended December 31, 2019. Non-rider recoverable O&M expenses are non-
GAAP financial measures, as they represent reported O&M expenses adjusted for special items and expenses
recovered through riders. The most directly comparable GAAP financial measure for non-rider

recoverable O&M expenses is reported operating, maintenance and other expenses. A reconciliation of
nonrecoverable O&M expenses for the year-to-date periods ended December 31, 2018, 2017, 2016, and
2015, as well as the forecasted year-to-date period ended December 31, 2019, to the most directly
comparable GAAP measure are included here-in. Due to the forward-looking nature of this non-GAAP
financial measure for future periods, information to reconcile it to the most directly comparable GAAP
financial measure is not available at this time, as management is unable to project all special items, as
discussed above under Adjusted Diluted EPS Guidance.



DUKE ENERGY CORPORATION
REPORTED TO ADJUSTED EARNINGS RECONCILIATION
Three Months Ended September 30, 2019
(Dollars in millions, except per-share amounts)

Sgecial Item

Reported Impairment Total Adjusted
Earnings Charge Adjustments Earnings
SEGMENT INCOME

Electric Utilities and Infrastructure $ 1,385 § (199A$ (19) $ 1,366
Gas Utilities and Infrastructure 26 — — 26
Commercial Renewables 40 — — 40
Total Reportable Segment Income 1,451 (19) (19) 1,432
Other (124) — — (124)
Net Income Attributable to Duke Energy Corporation $ 1,327 § (19) $ (19) $ 1,308
EPS ATTRIBUTABLE TO DUKE ENERGY CORPORATION, DILUTED $ 182 § (0.03) $ (0.03) $ 1.79

A — Net of $6 million tax expense. $25 million reduction of a prior year impairment recorded within Impairment charges on Duke Energy Florida's Condensed Consolidated Statements of Operations.

Weighted Average Shares, Diluted (reported and adjusted) — 729 million



DUKE ENERGY CORPORATION
REPORTED TO ADJUSTED EARNINGS RECONCILIATION
Nine Months Ended September 30, 2019
(Dollars in millions, except per-share amounts)

Special ltem

Reported Impairment Total Adjusted
Earnings Charge Adjustments Earnings
SEGMENT INCOME

Electric Utilities and Infrastructure $ 2944 § (19)A $ (19) 2,925
Gas Utilities and Infrastructure 292 = = 292
Commercial Renewables 139 — — 139
Total Reportable Segment Income 3,375 (19) (19) 3,356
Other (328) — (328)
Net Income Attributable to Duke Energy Corporation $ 3,047 $ 19) $ (19) 3,028
EPS ATTRIBUTABLE TO DUKE ENERGY CORPORATION, DILUTED $ 418 $ (0.03) $ (0.03) 415

A — Net of $6 million tax expense. $25 million reduction of a prior year impairment recorded within Impairment charges on Duke Energy Florida's Condensed Consolidated Statements of Operations.

Weighted Average Shares, Diluted (reported and adjusted) — 728 million



DUKE ENERGY CORPORATION
REPORTED TO ADJUSTED EARNINGS RECONCILIATION
Three Months Ended September 30, 2018
(Dollars in millions, except per-share amounts)

Special Items

Costs to
Achieve Impacts of
Reported Piedmont Impairment the Tax Discontinued Total Adjusted
Earnings Merger Charges Act Operations Adjustments Earnings
SEGMENT INCOME
Electric Utilities and Infrastructure $ 1,167 § — 3 — 3 8 3 —  $ 8 $ 1,175
Gas Utilities and Infrastructure 17 — — 1 — 1 18
Commercial Renewables (62) — 91 B (3) — 88 26
Total Reportable Segment Income 1,122 —_ 91 6 — 97 1,219
Other (44) 13 A — (9) — 4 (40)
Discontinued Operations 4 — = = (4)D (4) —
Net Income Attributable to Duke Energy Corporation $ 1,082 $ 13 $ 91 $ 3) C$ 4 $ 97 $ 1,179
EPS ATTRIBUTABLE TO DUKE ENERGY CORPORATION, DILUTED $ 151 $ 0.02 $ 0.12 $ — $ —  $ 014 $ 1.65

A — Net of $3 million tax benefit. $16 million recorded within Operating Expenses on the Condensed Consolidated Statements of Operations.
B — Net of $2 million Noncontrolling Interests. $93 million goodwill impairment recorded within Impairment charges on the Condensed Consolidated Statements of Operations.
C — $3 million tax benefit true up of prior year Tax Act estimates recorded within Income Tax Expense from Continuing Operations on the Condensed Consolidated Statements of Operations.

D — Recorded in Income (Loss) from Discontinued Operations, net of tax on the Condensed Consolidated Statements of Operations.

Weighted Average Shares, Diluted (reported and adjusted) — 714 million



DUKE ENERGY CORPORATION
REPORTED TO ADJUSTED EARNINGS RECONCILIATION

Nine Months Ended September 30, 2018

(Dollars in millions, except per-share amounts)

Special Items

Costs to Regulatory
Achieve and Sale of Impacts
Reported Pjedmont Legislative Retired Impairment of the Tax Discontinued Total Adjusted
Earnings Merger Impacts Plant Charges Act Adjustments  Earnings
SEGMENT INCOME
Electric Utilities and Infrastructure $ 2492 § — 3 202 B — 3 — 8 §$ $ 210 $ 2,702
Gas Utilities and Infrastructure 161 = = = 42 p 1 43 204
Commercial Renewables (4) — — — 91 E (3) 88 84
Total Reportable Segment Income 2,649 = 202 = 133 6 34 2,990
Other (446) 41 — 82 — 67 190 (256)
Discontinued Operations (1) = = — — — 1 =
Net Income Attributable to Duke Energy
Corporation $ 2202 $ 41 3 202 $ 82 $ 133 73 F$ $ 532 $ 2,734
EPS ATTRIBUTABLE TO DUKE ENERGY
CORPORATION, DILUTED $ 311  § 0.06 $ 029 $ 0.12 $ 0.19 010 $ $ 0.76 $ 3.87

A — Net of $12 million tax benefit. $53 million recorded within Operating Expenses on the Condensed Consolidated Statements of Operations.

B — Net of $16 million tax benefit at Duke Energy Progress and $47 million tax benefit at Duke Energy Carolinas.

» On the Duke Energy Progress' Condensed Consolidated Statements of Operations, $32 million is recorded within Impairment charges, $31 million within Operations, maintenance and other, $6

million within Interest Expense and $(1) million within Depreciation and amortization.

« On the Duke Energy Carolinas' Condensed Consolidated Statements of Operations, $188 million is recorded within Impairment charges, $8 million within Operations, maintenance and other,

and $1 million within Depreciation and amortization.

C — Net of $25 million tax benefit. $107 million recorded within Gains (Losses) on Sales of Other Assets and Other, net on the Condensed Consolidated Statements of Operations.

D — Net of $13 million tax benefit. $55 million recorded within Other Income and Expenses on the Condensed Consolidated Statements of Operations.

E — Net of $2 million Noncontrolling Interests. $93 million goodwill impairment recorded within Impairment charges on the Condensed Consolidated Statement of Operations.

F — $76 million AMT valuation allowance and $3 million tax benefit true up of prior year Tax Act estimates within Income Tax Expense from Continuing Operations on the Condensed Consolidated

Statements of Operations.

G — Recorded in Income (Loss) from Discontinued Operations, net of tax on the Condensed Consolidated Statements of Operations.

Weighted Average Shares, Diluted (reported and adjusted) — 706 million



SEGMENT INCOME
Electric Utilities and Infrastructure
Gas Utilities and Infrastructure
Commercial Renewables

Total Reportable Segment Income
Other
Discontinued Operations

Net Income Attributable to Duke
Energy Corporation

EPS ATTRIBUTABLE TO DUKE ENERGY
CORP, DILUTED

DUKE ENERGY CORPORATION
REPORTED TO ADJUSTED EARNINGS RECONCILIATION
Year Ended December 31, 2018
(Dollars in millions, except per-share amounts)

Special Items

Costs to Regulatory

Achieve and Sale of Impacts
Reported Piedmont Legislative Retired Impairment of the Discontinued Total Adjusted
Earnings Merger Impacts Plant Charges Tax Act Severance Operations Adjustments Earnings
$ 3,058 $ — $ 202 B $ — 3 46 D $ 24 $ — 3 — 3 272§ 3,330
274 — — — 42 E 1 — — 43 317
9 — — — 91 F 3) — — 88 97
3,341 — 202 — 179 22 — — 403 3,744
(694) 65 A — 82 C — 2) 144 — 289 (405)
19 — — — — — — (19) 1 (19) —
$ 2666 $ 65 $ 202 % 82 $ 179  §$ 20G $ 144 § 19) $ 673 $ 3,339
376 $ 0.09 $ 029 $ 012 § 025 $ 003 § 021 $ (0.03) $ 096 $ 4.72

A — Net of $19 million tax benefit. $84 million recorded within Operating Expenses on the Consolidated Statements of Operations.

B — Net of $16 million tax benefit at Duke Energy Progress and $47 million tax benefit at Duke Energy Carolinas.

» On the Duke Energy Progress' Consolidated Statements of Operations, $32 million is recorded within Impairment charges, $31 million within Operations, maintenance and other, $6 million
within Interest Expense and $(1) million within Depreciation and amortization.

+ On the Duke Energy Carolinas' Consolidated Statements of Operations, $188 million is recorded within Impairment charges, $8 million within Operations, maintenance and other, and $1 million

within Depreciation and amortization.

C — Net of $25 million tax benefit. $107 million recorded within Gains (Losses) on Sales of Other Assets and Other, net on the Consolidated Statements of Operations.

D — Net of $14 million tax benefit. $60 million recorded within Impairment Charges on Duke Energy Florida's Consolidated Statements of Operations.

E — Net of $13 million tax benefit. $55 million included within Other Income and Expenses on the Consolidated Statements of Operations.

F — Net of $2 million Noncontrolling Interests. $93 million goodwill impairment recorded within Impairment Charges on the Consolidated Statement of Operations.

G — $20 million true up of prior year Tax Act estimates within Income Tax Expense from Continuing Operations on the Consolidated Statements of Operations.

H — Net of $43 million tax benefit. $187 million recorded within Operations, maintenance and other on the Consolidated Statements of Operations.

| — Recorded in Income (Loss) from Discontinued Operations, net of tax on the Consolidated Statements of Operations.

Weighted Average Shares, Diluted (reported and adjusted) — 708 million



DUKE ENERGY CORPORATION
REPORTED TO ADJUSTED EARNINGS RECONCILIATION
Twelve Months Ended December 31, 2017
(Dollars in millions, except per-share amounts)

Special Items

Costs to
Achieve Commercial
Reported Piedmont Regulatory Renewables Impacts of Discontinued Total Adjusted
Earnings Merger Settlements Impairments the Tax Act Operations Adjustments Earnings
SEGMENT INCOME
Electric Utilities and Infrastructure $ 3210 $ — 3 98 B $ — 3 (231) % —  $ (133) $ 3,077
Gas Utilities and Infrastructure 319 — — — (26) D — (26) 293
Commercial Renewables 441 — — 74 C (442) — (368) 73
Total Reportable Segment Income 3,970 — 98 74 (699) — (527) 3,443
Other (905) 64 A — — 597 — 661 (244)
Discontinued Operations (6) = = = = 6 E 6 =
Net Income Attributable to Duke Energy Corporation $ 3,059 $ 64 $ 98 $ 74 $ (102)D $ 6 $ 140 $ 3,199
EPS ATTRIBUTABLE TO DUKE ENERGY CORP, DILUTED $ 436 $ 0.09 $ 014 $ 0.11 $ (0.14) $ 0.01 $ 0.21 $ 4.57

A - Net of $39 million tax benefit. $102 million recorded within Operating Expenses and $1 million recorded within Interest Expense on the Consolidated Statements of Operations.
B - Net of $60 million tax benefit. $154 recorded within Impairment Charges and $4 million recorded within Other Income and Expenses on the Consolidated Statements of Operations.
C - Net of $28 million tax benefit. $92 million recorded within Impairment Charges and $10 million recorded within Other Income and Expenses on the Consolidated Statements of Operations.

D - $118 million benefit recorded within Income Tax Expense from Continuing Operations, offset by $16 million expense recorded within Gas Utilities and Infrastructure's Equity in Earnings of
Unconsolidated Affiliates on the Consolidated Statements of Operations.

E - Recorded in (Loss) Income from Discontinued Operations, net of tax on the Consolidated Statements of Operations.

Weighted Average Shares, Diluted (reported and adjusted) - 700 million



DUKE ENERGY CORPORATION
EFFECTIVE TAX RECONCILIATION
September 2019
(Dollars in millions)

Three Months Ended
September 30, 2019

Nine Months Ended
September 30, 2019

Balance Effective Tax Rate Balance Effective Tax Rate
Reported Income From Continuing Operations Before Income Taxes 1,511 3,388
Impairment Charge (25) (25)
Noncontrolling Interests 19 110
Preferred Dividends (15) (27)
Pretax Income Including Noncontrolling Interests and Preferred Dividends and
Excluding Special Items 1,490 3,446
Reported Income Tax Expense From Continuing Operations 188 12.4% 424 12.5%
Impairment Charge (6) (6)
Tax Expense Including Noncontrolling Interests and Preferred Dividends and
Excluding Special Items 182 12.2% 418 12.1%

Three Months Ended
September 30, 2018

Nine Months Ended
September 30, 2018

Balance Effective Tax Rate Balance Effective Tax Rate
Reported Income From Continuing Operations Before Income Taxes 1,230 2,640
Costs to Achieve Piedmont Merger 16 53
Regulatory and Legislative Impacts — 265
Sale of Retired Plant — 107
Impairment of Equity Method Investment 91 146
Noncontrolling Interests 16 12
Pretax Income Including Noncontrolling Interests and Excluding Special ltems 1,353 3,223
Reported Income Tax Expense From Continuing Operations 168 13.7% 449 17.0%
Costs to Achieve Piedmont Merger 3 12
Regulatory and Legislative Impacts — 63
Sale of Retired Plant — 25
Impairment of Equity Method Investment — 13
Impacts of the Tax Act 3 (73)
Tax Expense Including Noncontrolling Interests and Excluding Special ltems 174 12.9% 489 15.2%




Duke Energy Corporation
Available Liquidity Reconciliation
As of September 30, 2019

(In millions)
Cash and Cash Equivalents $ 379
Less: Certain Amounts Held in Foreign Jurisdictions (22)
Less: Unavailable Domestic Cash (91)
266
Plus: Remaining Availability under Master Credit Facilities and other facilities 5,897
Total Available Liquidity (a) $ 6,163  approximately 6.2 billion

(a) The available liquidity balance presented is a non-GAAP financial measure as it represents Cash and cash equivalents,
excluding certain amounts held in foreign jurisdictions and cash otherwise unavailable for operations, and remaining
availability under Duke Energy's available credit facilities, including the master credit facility. The most directly comparable
GAAP financial measure for available liquidity is Cash and cash equivalents.



Operation, maintenance and other®
Impact of the Adoption of New Accounting Standards®

Adjustments:

Non-Rider Recoverable operation, maintenance and other

(@)
(b)

(©)
(d)

Costs to Achieve, Mergers®
Severance®

Litigation Reserve'®

Ash Basin Settlement and Penalties®
Regulatory settlement®

Reagents Recoverable'®

Energy Efficiency Recoverable®

Other Deferrals and Recoverable®
Margin based O&M for Commercial Businesses

Short-term incentive payments (over)/under budget

As reported in the Consolidated Statements of Operations.

Duke Energy Corporation
Operations, Maintenance and Other Expense

(In millions)

Actual
December 31, 2015

Actual
December 31, 2016

Actual
December 31, 2017

Actual
December 31, 2018

Forecast
December 31, 2019

$5,539 $6,223 $5,944 $6,463 $6,035
103 - - - _
(69) (238) (94) (83) -
(142) (92) - (187) -
(14) - - - -
- - ®) (40) -
(111) (93) (90) (112) (100)
(287) (417) (485) (446) (433)
(93) (233) (246) 477) (452)
(48) (185) (94) (113) (213)
(19) (90) (22) (30) -
$ 4,859 $ 4,875 $ 4,908 $ 4,974 $ 4,837
YoY change 3% 0% 1% 1% -3%

Beginning January 1, 2018, Duke Energy adopted new accounting guidance for the presentation of net periodic costs related to benefit plans. Prior to this guidance,
Duke Energy presented the total non-capitalized net periodic costs within Operation, maintenance and other expense. Retrospective application of this guidance
required Duke Energy to reclassify the presentation of non-service cost (benefit) components of net periodic costs to Other income and expenses. In accordance with
the transition guidance for the new accounting rules, Operations, maintenance and other expense has been recast for the years ended December 31, 2017 and 2016
and periods prior to January 1, 2016 have not required recasting. This adjustment reflects the historical impact of adopting the new accounting standard to the earliest

periods presented (December 31, 2015).

Presented as a special item for the purpose of calculating adjusted earnings and adjusted diluted earnings per share.
Primarily represents expenses to be deferred or recovered through rate riders.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen / Richard A. Baudino / Glenn Watkins

QUESTION No. 8
Page 1 of 1

Please provide copies of any and all documents not created by Messrs. Watkins,
Kollen, and Baudino, including but not limited to, analysis, summaries, cases,
reports, evaluations, etc., that Messrs. Watkins, Kollen, and Baudino relied upon,
referred to, or used in the development of their testimony.

RESPONSE:

Refer to the response to Question 7. To the extent Mr. Kollen or Mr. Baudino relied on
other documents, they are cited in their respective testimonies and have been provided or
are otherwise publicly available, except to the extent certain documents may be
confidential and/or subject to copyright restrictions.

In addition to the Company’s filing and responses to data requests, Mr. Watkins relied
upon certain publications documented and footnoted in his direct testimony that are
copyrighted and are either available on the internet or in the possession of virtually every
public utility regulatory expert and are therefore, not provided.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen / Richard A. Baudino / Glenn Watkins / Counsel as to objection

QUESTION No. 9
Page 1 of 1

Please provide copies of any and all presentations made by Messrs. Watkins,
Kollen or Baudino within the last three years involving or relating to the
following: 1) utility rate-making; 2) rate of return; 3) rider cost recovery; 4)
depreciation; 5) taxes; 6) vegetation management; 7) costs of participating in
PJM, including Regional Transmission Expansion Plan (RTEP) expenses; 8)
utility generation outage maintenance expenses; and 9) sharing of off-system sales
revenues between utilities and customers.

RESPONSE:

Mr. Kollen did not make any presentations outside the submission of his testimonies
listed in Exhibit__ (LK-1).

Mr. Baudino did not make any presentations outside the submission of his testimonies
listed in Exhibit__ (RAB-1).

As part of his consulting practice, Mr. Watkins routinely advises clients for educational
and other purposes on the topics discussed in the request. Mr. Watkins does not maintain
records of informal presentations or advice given to clients on these matters. However,
Mr. Watkins’ has made formal presentations during the last three years to the following
entities:

May 4, 2017 — Presentation to Virginia Energy Purchasing Governmental
Association (“VEPGA”) — a confidential presentation made to the members of
VEPGA concerning their negotiated contract rates from Dominion Energy.
Objection. Given the confidential nature of this topic, Mr. Watkins’ presentation
is not provided.

April 4, 2018 — Presentation to National Association of State Utility Consumer
Advocates (“NASUCA”) — PowerPoint presentation attached.

June 2019 — Presentation to NASUCA — PowerPoint presentation attached.
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Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Richard A. Baudino

QUESTION No. 10

Page 1 of 1
a) Please identify each rate case for an investor-owned regulated electric
utility, natural gas utility or combination electric and natural gas utility, in
which Mr. Baudino has testified in the last five years.
b) Please provide Mr. Baudino’s recommended return on equity for each rate
case identified in part (a).
C) Please provide the prevailing yield on long-term Treasury bonds at the
time Mr. Baudino submitted his recommended return on equity for each
rate case identified in part (a).
RESPONSE:

(a)-(c) Refer to the response to Questions 6 and 7.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Richard A. Baudino

QUESTION No. 11

Page 1 of 1
a) Please provide a copy of all articles, documents, textbooks (or relevant
portions of such documents) cited in Mr. Baudino’s testimony and
footnotes.

b) Please provide a hard copy of the Edison Electric Institute document cited
on line 13, page 13 and line 5, page 14 of Mr. Baudino’s testimony. Please
provide the most recent editions of this document.

RESPONSE:
a) Refer to Mr. Baudino's response to Question No. 7
b) Refer to Mr. Baudino's response to Question No. 7. More recent editions of this

document, if available, may be found on EEI's web site.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Richard A. Baudino

QUESTION No. 12
Page 1 of 1

Please provide the currently authorized return on equity for the each of the
utilities in Mr. Baudino’s peer group of utility companies.

RESPONSE:

Mr. Baudino did not compile a list of the currently authorized return on equity for each of
the utilities in his proxy group as part of his work in this case. The Value Line Investment
Survey reports for each company show the recently authorized returns on equity for each
company.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Richard A. Baudino

QUESTION No. 13
Page 1 of 1

Provide all work papers and supporting documentation, including spreadsheets
with cells intact, used and relied upon by Mr. Baudino in the preparation of his
Direct Testimony and exhibits, which have not already been provided.

RESPONSE:

Refer to the response to Question 7.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Richard A. Baudino

QUESTION No. 14
Page 1 of 1

Provide Excel spreadsheet versions of Mr. Baudino’s exhibits with cell formulas
intact.

RESPONSE:

Refer to the response to Question 7.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Richard A. Baudino

QUESTION No. 15
Page 1 of 1

On page 21, lines 15-16, Mr. Baudino adjusts the dividend yield by (1+ 0.5g).
Please provide any reference to any college-level corporate finance textbook that
relies on such a model. Does the classic Brealey, Myers, Allen textbook rely on
this approach in performing the DCF model? Does the Duff & Phelps Valuation
Yearbook cited by Mr. Baudino on lines 3-4 of Page 27 rely on such an
adjustment?

RESPONSE:

Mr. Baudino does not know of a reference to a college-level corporate finance textbook
that shows the 1 + 0.5g method to calculate the expected dividend yield, including
Brealey, Myers, Allen. Duff & Phelps uses the Capital Asset Pricing Model to estimate
the cost of capital, not the discounted cash flow model.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Richard A. Baudino

QUESTION No. 16
Page 1 of 1

On page 2 of Exhibit RAB-4, Mr. Baudino reports the results of his DCF analyses
in summary form only. Please provide in Excel readable format the DCF results
for each company in his peer group using the various growth proxies.

RESPONSE:

Mr. Baudino did not perform this calculation as part of his work in this case. The
Company may, if it wishes, perform this calculation using Mr. Baudino's spreadsheet
provided in response to Question No. 7.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 17
Page 1 of 1

In Case No. 2015-00343, Mr. Kollen provided testimony objecting to Atmos
Energy’s proposal to include in rate base its regulatory asset for rate case expense.
Please confirm that the settlement approved by the Commission in that
proceeding did not exclude this regulatory asset.

RESPONSE:

The settlement in Case No. 2015-00343 reflected a base rate increase of $500,000. The
settlement did not specifically address the treatment of rate case expense.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and

Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 18
Page 1 of 1

In Case No. 2018-00281, Mr. Kollen provided testimony on behalf of the
Attorney General recommending adjustments to Atmos Energy’s proposed
revenue requirement. Does Mr. Kollen agree that (1) he made no recommendation
to eliminate Atmos Energy’s proposed addition of the rate expense regulatory
asset from rate base and (2) the approved rate base in that proceeding included the
regulatory asset for rate case expense.

RESPONSE:

Yes.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 19
Page 1 of 1

Please provide a reference in the Kentucky Administrative Regulations that limits
how frequently a utility should update its depreciation studies.

RESPONSE:

Mr. Kollen has not reviewed the Kentucky Administrative Regulations to make such an
investigation and is not aware of whether such a reference exists or does not exist.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 20
Page 1 of 1

Please provide previous cases where the Kentucky Public Service Commission
has deemed it imprudent to perform a new depreciation study as part of a base

rate case.
a. Please state if Mr. Kollen is aware of the Kentucky Public Service

Commission ever opining on the frequency of depreciation studies
performed by utilities in base rate proceedings?

b. If the response is in the affirmative, please provide citations to all
such orders/opinions.

RESPONSE:

Mr. Kollen has not researched this issue and does not know whether the Commission has
ever opined on the frequency of depreciation studies performed by utilities in base rate
proceedings.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 21
Page 1 of 1

Refer to Page 62 of Mr. Kollen’s testimony. Please provide the detailed
calculations that support Mr. Kollen’s claim that the future revenue requirement
for the battery storage project will be approximately $1.384 million.

RESPONSE:

The Company’s quantification of the battery storage project was based on costs being
added at the end of December 2020, so only 3 months of costs were included in the filing.
(See a copy of the calculation provided as Exhibit__ (LK-32)) The $1.384 million is that
number of $0.346 million multiplied by 4 to annualize the effects that would be included
in a future proceeding.















The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 22
Page 1 of 1

Please provide the detailed calculations that support your claim that the annual
credit associated with the battery storage project in RIDER PSM will be $0.637
million.

RESPONSE:

The $0.637 million amount is the net of the $0.800 million (Direct Testimony of Kuznar
at 7-8) in estimated annual revenues from the project less the $0.163 million (Direct
Testimony of Lawler at 15) in ongoing O&M expenses.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 23
Page 1 of 1

Please confirm that Mr. Kollen’s proposed adjustment to remove $346k in the
revenue requirement related to the EV pilot and the battery storage pilot was
calculated using 9.8% ROE as filed by the Company in its Application.

@) If yes, does Mr. Kollen agree that his adjustment to remove the
battery storage and EV pilot should be $317,528 and $135,447
respectively if using his recommended 9.0% ROE?

(b) Does Mr. Kollen agree that his adjustment to remove the battery
storage and EV pilot, if adopted by the Commission, should be
calculated with the final ROE approved by the Commission.

(© If no, please explain why?

RESPONSE:

Yes. Mr. Kollen’s proposed adjustments removed the totality of the revenue requirement
amounts included by the Company in its filing utilizing the Company’s requested ROE.

a. No. The sequence of Mr. Kollen’s adjustments matters. He quantified the effect of
the 9.0% return on equity after the rate base adjustments, including the removal of
the costs of these pilot programs from rate base.

b. No. The sequence of the Commission’s adjustments matters. If the Commission
first removes the battery storage and EV pilot costs from rate base, in the same
sequence as Mr. Kollen’s adjustments, then the effect on the revenue requirement
should be calculated using the 9.8% return on equity because that is what the
Company included in the revenue requirement.

C. Refer to the response to part (b) of this question.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 24
Page 1 of 1

Please refer to Mr. Kollen’s discussion of depreciation rates unit life spans for
combustion turbine units on pp. 55-56 of his testimony. Does he agree that the
units referenced have either undergone, or are likely to undergo, major overhauls
during the overall period of their service?

RESPONSE:

Yes. To the extent the units have undergone major overhauls, then the capitalized costs
are included in plant and subject to depreciation. To the extent that the units will undergo
major overhauls in the future, then the capitalized costs will be included in plant and
subject to depreciation after those costs have been incurred.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 25
Page 1 of 1

Is Mr. Kollen a Certified Depreciation Professional?

RESPONSE:

No. Mr. Kollen is a Certified Public Accountant, Certified Management Accountant, and
Chartered Global Management Accountant. Mr. Kollen also is a member of the Society
of Depreciation Professionals and several other professional organizations.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 26
Page 1 of 1

Has Mr. Kollen ever performed a power plant decommissioning study?

RESPONSE:

No. The utility typically performs or retains a consultant to perform such studies in
support of a request for ratemaking recovery of these unknown and uncertain future costs.
This approach is unique to the regulated utility industry, except for certain legal
liabilities. Under GAAP, other companies are not allowed to accrue unknown and
uncertain future costs for decommissioning as a component of depreciation expense,
except for certain legal liabilities. In utility rate proceedings, Mr. Kollen reviews the
utility’s request and the study that it or a consultant developed for that purpose and then
makes appropriate recommendations for ratemaking and accounting purposes.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 27
Page 1 of 1

Has Mr. Kollen ever bid on or worked on the decommissioning of a power plant?

RESPONSE:

No. Refer to the response to Question 26.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief

Case No. 2019-00271

Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For

Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:

Lane Kollen

QUESTION No. 28
Page 1 of 1

For each combustion turbine plant referenced on page 55 of Mr. Kollen’s
testimony, please provide the following:

()
(b)
(©)
(d)

(€)

RESPONSE:

The year placed in service;

The fuel type;

The MW capacity;

The type of combustion turbine technology (e.g., frame,
reciprocating engine, etc.);

Any known major capital expenditures since the plant was placed
in service; and,

If Mr. Kollen is not aware of any of this information for any of the
plants listed on page 55 of his testimony, or if he did not consider
any of this information when making his recommendations, please
state so.

See table below with information from EIA Form 860. The type of CT technology or
known major capital expenditures are not listed in the EIA Form 860 survey data. In his
testimony, Mr. Kollen referenced the DEF PL Bartow Units 1 and 2. The reference
should have been to Units 2 and 4 as shown on the table below.

Operating Nameplate
Utility Unit Year Fuel Type Capacity
Duke Energy Florida, LLC Awvon Park 1968 Natural Gas 33.7
Duke Energy Florida, LLC Higgins Unit 1 1969 Natural Gas 33.7
Duke Energy Florida, LLC Higgins Unit 2 1969 Natural Gas 33.7
Duke Energy Florida, LLC Higgins Unit 3 1970 Natural Gas 42.9
Duke Energy Florida, LLC Higgins Unit 4 1971 Natural Gas 42.9
Duke Energy Florida, LLC PL Bartow Unit 2 1972 Natural Gas 55.4
Duke Energy Florida, LLC PL Bartow Unit 4 1972 Natural Gas 55.4
Kentucky Utilities Company Haefling Unit 1 1970 Natural Gas 20.7
Kentucky Utilities Company Haefling Unit 2 1970 Natural Gas 20.7
Louisville Gas & Electric Company Cane Run Unit 11 1968 Natural Gas 16.3
Louisville Gas & Electric Company Paddy's Run Unit 11 1968 Natural Gas 16
Louisville Gas & Electric Company Paddy's Run Unit 12 1968 Natural Gas 32.6
Louisville Gas & Electric Company Zorn Unit 1 1969 Natural Gas 18
Southern Indiana Gas and Elect. Comp. Northeast Unit 1 1963 Natural Gas 10.7

Southern Indiana Gas and Elect. Comp. Northeast Unit 2 1964 Natural Gas 11.5
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Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 29
Page 1 of 1

Please list all Duke Energy Kentucky programs currently approved by the KY
PSC which are not strictly “necessary for the provision of electric service.”

RESPONSE:

Mr. Kollen has not performed such a study.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 30
Page 1 of 1

What evidence leads Mr. Kollen to believe that the Electric Vehicle Pilot will be
managed by another Duke Energy affiliate and not Duke Energy Kentucky?

RESPONSE:

Refer to the Direct Testimony of Lang Reynolds at pages 1-2.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 31
Page 1 of 1

Please describe the extent to which, if any, Mr. Kollen’s proposed adjustment to
rate base for Accounts Payable Related to Fuel overlaps with the proposal he
characterizes as an “alternative adjustment” for Customer Financing of Materials
and Suppliers Inventories. Assuming the Accounts Payable Related to Fuel is
included in the Materials and Supplies Inventories, does Mr. Kollen agree that he
is double counting at least part of his adjustment?

RESPONSE:

Mr. Kollen is not aware of an overlap between the Accounts Payable Related to Fuel and
the Accounts Payable Related to Materials and Supplies Inventory. The second question
above contains a faulty premise. The Accounts Payable Related to Fuel is associated with
the Fuel Inventories and not the Materials and Supplies Inventories.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 32
Page 1 of 1

Does Mr. Kollen agree that deferred income taxes can only exist if there is a
difference in book and taxable income?

RESPONSE:

Deferred income taxes exist only if there is a temporary difference, according to GAAP.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 33
Page 1 of 1

Does Mr. Kollen agree that there can be no deferred incomes taxes if a company
is not allowed to earn a net income?

RESPONSE:

No. This is an incorrect premise. There are deferred income taxes whenever there are
temporary differences regardless of whether a company is allowed to earn an equity or
any other return.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 34
Page 1 of 1

Assuming the Commission adopts Mr. Kollen’s proposal that Duke Energy
Kentucky is only allowed to charge customers for a return at the Money Pool
short-term interest rate, would Mr. Kollen agree that the implication is that Duke
Energy Kentucky’s customers are not responsible for Duke Energy Business
Services’ net income?

RESPONSE:

Under Mr. Kollen’s recommendation, there would be no equity return and no income tax
gross-up on the equity return applied to certain DEBS assets. However, DEBS still would
have ADIT due to temporary differences.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Lane Kollen

QUESTION No. 35
Page 1 of 1

Explain why Mr. Kollen believes it is appropriate to refund any deferred income
taxes to Duke Energy Kentucky’s customers when he simultaneously is arguing
that Duke Energy Kentucky’s customers are not responsible for any of the income
for Duke Energy Business Services that would generate deferred income taxes.

RESPONSE:

The question reflects a false dichotomy. The DEBS ADIT was the accumulated income
tax effect of temporary differences in prior years, not the result of DEBS net income in
those prior years. The DEBS EDIT was simply the result of the reduction in the federal
income tax rate applied to those temporary differences.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins

QUESTION No. 36
Page 1 of 1

Refer to the Commission’s April 13, 2018 Order, pages 44-45, in Case No. 2017-
00321 approving Duke Energy Kentucky current base rates where the
Commission found that “Duke Kentucky's revised 12-CP COSS supports a
residential customer charge in the amount of $11.31, which includes all costs
identified as customer-related in its Case No. 2017-00321 COSS. This method of
calculating the customer charge is generally accepted in the utility industry and is
being accepted by the Commission.”

@) Is Mr. Watkins suggesting that the COSS methodology approved
by the Commission in Case No. 2017-00321 differs from the
COSS methodology being proposed in this instant case?

(b) If the answer to (a) is yes, please provide a detailed summary of all
differences noted by Mr. Watkins impacting the calculation of the
residential customer charge.

RESPONSE:

(@) No. Please also refer to Mr. Watkins’ direct testimony, page 13, line 1 through page
14, line 4.

(b) See response to (a).



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins

QUESTION No. 37
Page 1 of 1

AG witness Watkins states on page 8 lines 7 and 8 of his testimony that
“competitive market-based prices are generally structured based on usage, i.e.
volume-based pricing.” Please provide any research or studies that supports this
statement.

RESPONSE:

This is common knowledge to the common man wherein no research or studies are
required or have been conducted.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
Approval of New Tariffs; 3) Approval of Accounting Practices to Establish Regulatory Assets and

Liabilities; and 4) All Other Required Approvals and Relief
Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins

QUESTION No. 38
Page 1 of 1

Mr. Watkins states, on page 10, lines 19 and 20 of his testimony that “users
requiring more of the Company’s products and services should pay more than
customers who use less of these products and services.” Under the company’s
proposed rates, do users who use more of the Company’s products and services
pay more than customers who use less of these products and services?

RESPONSE:

Yes.



The Electronic Application of Duke Energy Kentucky, Inc. for 1) An Adjustment of the Electric Rates; 2)
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Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins

QUESTION No. 39
Page 1 of 1

Mr. Watkins states, on page 12, lines 19 and 20, that “Consumers and the
market have a clear preference for volumetric pricing.”
@) Please provide any research or studies that support this statement.
(b) Has he performed any surveys of Duke Energy Kentucky
customers on their desire for volumetric pricing?
(© If answer to (b) is in the affirmative, please provide.

RESPONSE:

(a) See response to 37.
(b) No.

(c) See response to (b).
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Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins

QUESTION No. 40
Page 1 of 1

Does Mr. Watkins believe that the Company’s proposed Rate RS is a Straight
Fixed Variable rate design?

RESPONSE:

No. However, Mr. Watkins’ discussion of FERC’s implementation of Straight Fixed
Variable pricing as a method to maximize (increase) consumption should not be taken out
of context. Rather, Mr. Watkins’ discussion of Straight Fixed Variable pricing
unequivocally shows that higher fixed charges promote the additional consumption of
public utility products and services. Mr. Watkins does not imply that Duke is proposing a
true Straight Fixed Variable pricing structure, but rather, provides authoritative support
that a policy to increase fixed charges (relative to volumetric charges) promotes
additional consumption and is contrary to conservation efforts.
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Case No. 2019-00271
Attorney General’s Response to Duke Energy Kentucky, Inc.’s First Request For
Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins

QUESTION No. 41
Page 1 of 1

Mr. Watkins states on page 9 lines 22 through 25 that “Fair and equitable pricing
of a regulated monopoly’s products and services should reflect the benefits
received for the goods and services. In this regard, it is generally agreed in our
society, and economic system, that those who receive more benefits should pay
more in total than those who receive fewer benefits.” Please provide the basis for
the statement.

RESPONSE:

Mr. Watkins’ statement is self-explanatory and needs no further support.
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Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins

QUESTION No. 42
Page 1 of 1

Mr. Watkins states on page 5 lines 4 through 6 that “...if an additional customer is
added to the distribution system, the Company will not incur additional conductor
investment costs in order to serve this new customer.” Please provide the basis
and any empirical evidence for the statement.

RESPONSE:

When Duke adds a new secondary voltage customer connection, a new meter and service
line will be required as well as possibly an additional transformer. However, the
Company will not reconfigure its distribution system by adding new distribution
conductors to accommodate this incremental customer’s load. This is common
knowledge in the industry and is based on Mr. Watkins’ experience as an electricity
consumer and regulatory expert for over 39 years. Please note Mr. Watkins does
acknowledge that if a very large commercial or industrial customer is added, some
modifications to the Company’s distribution system may be required. Mr. Watkins’
discussion is meant to relate to new residential customers.
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Production of Documents

WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins

QUESTION No. 43
Page 1 of 1

Has Mr. Watkins performed any study or analysis comparing Duke Energy
Kentucky’s current and/or proposed electric residential customer charge to that of
other electric utilities regulated by the Commission? If the answer is in the
affirmative, please provide such studies.

RESPONSE:

Not for purposes of this case. However, Mr. Watkins is generally familiar with the
Commission-approved residential customer charges for investor-owned electric utilities
within the State.
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WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins / Counsel as to Objection

QUESTION No. 44
Page 1 of 1

Has Mr. Watkins or the Kentucky AG performed any study or analysis comparing
Duke Energy Kentucky’s current and/or proposed electric residential customer
charge to that of other electric utilities in the country. If the answer is in the
affirmative, please provide such studies.

RESPONSE:

Objection. The Attorney General is not testifying in this proceeding. Mr. Watkins
responds: No. However, Mr. Watkins’ practices throughout the Country and as indicated
on page 13 of his direct testimony, the policy of establishing residential customer charges
varies across commissions in this Country.
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WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins

QUESTION No. 45
Page 1 of 1

Is Mr. Watkins aware of the Kentucky Public Service Commission ever approving
the direct customer cost analysis methodology discussed on pages 15 and 16 of
his testimony? If the answer is in the affirmative, please provide citations to such
orders.

RESPONSE:

Mr. Watkins is not aware of this Commission either accepting or rejecting a direct
customer cost analysis.
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WITNESS/RESPONDENT RESPONSIBLE:
Glenn Watkins

QUESTION No. 46
Page 1 of 1

Is Mr. Watkins aware of the Kentucky Public Service Commission ever excluding
all costs associated with conductors and poles from the fixed costs included in a
customer charge calculation. If the answer is in the affirmative, please provide
citations to commission orders excluding all such costs.

RESPONSE:

Mr. Watkins is not aware of this Commission either accepting or rejecting the exclusion
of costs associated with conductors and poles in determining an appropriate customer
charge.












	AG Responses to DEK DR
	Affidavit of Richard A. Baudino
	Affidavit of Lane Kollen
	Affidavit of Glenn A. Watkins
	Question No. 1
	Question No. 2
	Question No. 3
	Question No. 4
	Question No. 5
	Question No. 6
	GAW Testimony List 2015–2020
	Question No. 7
	2019-00271 Baudino WP AG Response to DEK DR Q7.pdf
	2007-SEPT-BOND-RECORD Bond Yields
	2012 jan bond record Yields
	2017 FEBRUARY CORPORATE AVERAGE PAGE
	Corp Bond Yield Avg
	Corporate Bond Yield Averages (January 2015)
	Corporate Bond Yield from 2017 July Bond Record
	December 2019 Mergent Corporate Bond Yield Averages
	R-19-457 Rate Case
	Vermont Gas Final Order Oct 2019
	I. Introduction
	II. Procedural History
	III. Public Hearing and Comments
	IV. Findings
	A. General
	B. Capital Structure and Return on Equity
	C. Cost of Service
	1. Outside Services
	2. Payroll

	D. Rate Base
	1. Contingencies
	2. Construction Work in Progress (“CWIP”)

	E. Disclosure and Reporting Requirements

	V. Conclusion
	VI. Order

	2019_Q3_Dividends
	2019_Q3_Stock_Performance
	Federal Reserve Board - Federal Reserve issues FOMC statement Oct 29 2014
	Federal Reserve Board - FOMC statement Nov 3 2010
	fomcprojtabl20190918
	monetary20191030a1
	FORTIS INC (FTS.TO) Stock Historical Prices & Data - Yahoo Finance
	AEE 75.05 -0.14 -0.19% _ Ameren Corporation - Yahoo Finance
	AVA 46.43 -0.22 -0.47% _ Avista Corporation - Yahoo Finance
	BKH 77.08 0.07 0.10% _ Black Hills Corporation - Yahoo Finance
	CMS 61.71 -0.24 -0.39% _ CMS Energy Corporation - Yahoo Finance
	CNP 24.98 0.44 1.79% _ CenterPoint Energy, Inc (Holdin - Yahoo Finance
	CPK 90.34 0.99 1.11% _ Chesapeake Utilities Corporatio - Yahoo Finance
	D 83.04 0.02 0.02% _ Dominion Energy, Inc. - Yahoo Finance
	DTE 123.28 -0.09 -0.07% _ DTE Energy Company - Yahoo Finance
	DUK 86.81 0.14 0.17% _ Duke Energy Corporation (Holdin - Yahoo Finance
	ED 85.89 -0.93 -1.07% _ Consolidated Edison, Inc. - Yahoo Finance
	EXC 44.45 0.06 0.14% _ Exelon Corporation - Yahoo Finance
	FTS 39.74 -0.16 -0.40% _ Fortis Inc. - Yahoo Finance
	FTS.TO 52.79 0.39 0.74% _ FORTIS INC - Yahoo Finance
	LNT 53.40 0.02 0.04% _ Alliant Energy Corporation - Yahoo Finance
	MGEE 76.64 0.69 0.91% _ MGE Energy Inc. - Yahoo Finance
	NWE 70.97 0.11 0.16% _ NorthWestern Corporation - Yahoo Finance
	PEG 60.24 -0.48 -0.78% _ Public Service Enterprise Group - Yahoo Finance
	SRE 147.25 0.45 0.31% _ Sempra Energy - Yahoo Finance
	WEC 88.26 -0.07 -0.08% _ WEC Energy Group, Inc. - Yahoo Finance
	XEL 61.13 -0.57 -0.92% _ Xcel Energy Inc. - Yahoo Finance
	Alliant Energy Corporation - LNT - Stock Price Today - Zacks
	Ameren Corporation - AEE - Stock Price Today - Zacks
	Avista Corporation - AVA - Stock Price Today - Zacks
	Black Hills Corporation - BKH - Stock Price Today - Zacks
	Centerpoint Energy, Inc. - CNP - Stock Price Today - Zacks
	Chesapeake Utilities Corporation - CPK - Stock Price Today - Zacks
	Cms Energy Corporation - CMS - Stock Price Today - Zacks
	Consolidated Edison Inc - ED - Stock Price Today - Zacks
	Dominion Energy Inc. - D - Stock Price Today - Zacks
	Dte Energy Company - DTE - Stock Price Today - Zacks
	Duke Energy Corporation - DUK - Stock Price Today - Zacks
	Eversource Energy - ES - Stock Price Today - Zacks
	Exelon Corporation - EXC - Stock Price Today - Zacks
	Fortis Inc. - FTS - Stock Price Today - Zacks
	Mge Energy Inc. - MGEE - Stock Price Today - Zacks
	Northwestern Corporation - NWE - Stock Price Today - Zacks
	Public Service Enterprise Group Incorporated - PEG - Stock Price Today - Zacks
	Sempra Energy - SRE - Stock Price Today - Zacks
	Wec Energy Group, Inc. - WEC - Stock Price Today - Zacks
	Xcel Energy Inc. - XEL - Stock Price Today - Zacks
	Duff & Phelps’ U.S. Normalized Risk-Free Rate Decreased from 3.5% to 3.0% Effective September 30, 2019
	Duke 3rd Qtr 2019 Review

	Question No. 8
	Question No. 9
	Question No. 10
	Question No. 11
	Question No. 12
	Question No. 13
	Question No. 14
	Question No. 15
	Question No. 16
	Question No. 17
	Question No. 18
	Question No. 19
	Question No. 20
	Question No. 21
	Exhibit___(LK-32)
	Question No. 22
	Question No. 23
	Question No. 24
	Question No. 25
	Question No. 26
	Question No. 27
	Question No. 28
	Question No. 29
	Question No. 30
	Question No. 31
	Question No. 32
	Question No. 33
	Question No. 34
	Question No. 35
	Question No. 36
	Question No. 37
	Question No. 38
	Question No. 39
	Question No. 40
	Question No. 41
	Question No. 42
	Question No. 43
	Question No. 44
	Question No. 45
	Question No. 46
	Question No. 47
	Question No. 48
	Question No. 49



