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Shaping A Strategy For the Future

As Duke Power heads further into the 1990s, the Company is
creating a new kind of public electric utility. A utility which
understands that competition increasingly impacts its business.
A utility which knows that customers demand and deserve
quality service. A utility whose employees and suppliers know
no boundaries to their commitment to excellence, nor to their
dedication to help build Duke Power into a world-class

company.

Creating such a utility will not happen overnight. On the

other hand, the growing impact of rising competition on both
Duke Power and its customers is driving the Company to ac-
complish that objective as quickly as possible. To guide its
efforts, the Company has created a Corporate Strategic Plan.
For a fuller explanation of just how this plan has been designed

to foster excellence and quality, please turn to page 4.

Virginia

North Carolina

South Carolina

About Duke Power

Headquartered in Charlotte, N.C., Duke Power supplies elec-
tricity to more than 1.6 million residential, commercial and in-
dustrial customers in a 20,000 square-mile service area in
North Carolina and South Carolina. Since its founding nearly
90 years ago, the Company has grown to become the nation’s
seventh-largest investor-owned electric utility, serving approxi-
mately 4.6 million people in its service area:

Duke Power’s three nuclear generating stations, eight
coal-fired stations and 27 hydroelectric stations produced 77.3

billion kilowatt-hours of electricity in 1991. Electric revenues

totaled $3.8 billion. About 70 percent of sales were in North
Carolina and 30 percent were in South Carolina.

Retail customers are currently served from 90 customer
service offices located throughout Duke Power’s service area.
In addition, the Company makes wholesale, bulk power and
contractual sales.

Nantahala Power and Light Company, a Duke Power sub-
sidiary, provides electricity to another 49,600 customers in a
five-county area in western North Carolina. Nantahala is head-

quartered in Franklin, North Carolina.

About the Cover

The setting sun doesn’t mean the end of the work day for
Duke Power. All across its service area, Duke Power helps light
up the night in homes, businesses and factories.

To enhance customer satisfaction Duke’s new Customer
Service Center operates arond the clock, 24 hours a day,

seven days a week. Staffed by customer service personnel spe-

cially trained to handle almost any Duke Power-related matter,
the center is built around a sophisticated telecommunications
system that links customers throughout the Duke service area
to the center via a local telephone call.

More about this innovative service is on page 6 of this

year’s report.




Financial Highlights

Percent
increase

1991 i 1990 (decrease)

Kilowatt-hour sales (millions) (a) . e 69,887 68,075 20
Electric revenues (a) . . . . .. e . .. $3,816,960,000 $3,705,131,000 3.0
Earnings for common stock . . . . ...... % 528,940,000 $ 485,572,000 8.9

Common stock data
Average shares outstanding . : ke, Ty 203,431,000 202,570,000 0.4
Earnings per share . ... .. : A ; e A $2.60 $2.40 8.3
Dividends per share : i $1.68 $1.60 5.0
Book value per share (year-end) L b LTS o g e K. . $19.86 $18.84

Return on average common equity . . . . . R T e S 13.5% 13.1%
Plant construction costs (including AFUDC) . . .. o ........ % 606,614,000 b 909,698,000
Nuclear fuel construction costs (including AFUDC) e 2 . $ 193,019,000 141,233,000

rnal cash generation 77% 66%
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Total electric plant, net . ... ... : el . ....... $8,698,641,000 $8,450,188,000
Peak load (KW) (b)
Summer e ) . Mo 14,677,000 14,046,000
Winter 12,778,000 12,139,000
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(a) Electric revenues and Kilowatt-hour sales include a reclassification for certain power transactions previously classified as Net interchange and
purchased power per a recent FERC order.

(b) Duke Power Company experienced an all-time peak of 14,677 MW on July 23, 1991.

(c) Full-time employees (excluding subsidiaries and affiliates).
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To Our Shareholders:

hen we introduced our vision of The Company
of Choice to you last year, the Company was in
the second year of a long-term process designed to
create a new Duke Power built upon uncompromising
excellence. The vision is still before us, and 1991 saw your
Company move well along on our continuous journey to make
our vision a reality. We completed comprehensive training on
our personal responsibility for change. We set up pilot or
“flagship” groups to institute the quality improvement proce
eas of the Company. We dev

corporate strategic plan and ¢

in several ar eloped a new
team to help us develop ways of mea
These a

ongoing process that will le

ccon 11]1;, m
into a new era
marked by an emphasis on excellence and a ded
quality improvement. You will read more about t
we have developed to achieve our vision elsewhere in this
year’s Annual Report. As you do, I hope you will begin to
develop a sense of the excitement that all of us who are sharing
this process are experiencing. We have launched an
exhilarating era in Duke Power’s history.

Earnings
The accomplishments Duke Power made toward becoming
The Company of Choice helped make 1991 a successful year.
Financially, the Company’s results were improved over 1990.
Duke Power earned $584 million in 1991 on revenues of \73.8
ommon stock increased to $2

n 1990.

Contributing to the increase in earnings were increased

billion. Earnings per share of ¢

compared to $2.40 per share

sales due to weather and some measure of economic recovery.
Kilowatt-hour (Kwh) sales totalled 69.9 billion Kwh, up 2.
percent over 1990. An encouraging economic sign was an
increase in textile energy sales, which were up 1.7 percent for
the year.

While the Company’s financial performance was positive,
we took steps to recover expenses generated by completion of
the Bad Creek Hydroelectric Station and certain other
expenses. In November, a portion of the Company’s requests
for increases in revenues, our first in five years, was approved
by the North Carolina Utilities Commission and The Public
Service Commission of South Carolina. Both regulatory
agencies agreed with our assessment of the need for Bad Creek
and other expenses. They did not agree with us on the rate of
return on equity (ROE) of 13.17 percent we ultimately
nt

requested for our shareholders, selecting instead a 12.5 perc
li

en
return in North Carolina and 12.25 percent in South Carolina
We must achieve a total company common equity return

greater than that reflected in commission decisions in our two

retail electric jurisdictions, and we are committed to do so.

Reorganization
In an extensive reorganization of the senior management team,

your Board of Directors approved the promotion of several

senior managers and the realignment of the Company into
four major groups. The new organization streamlines many
reporting relationships and groups various departments along
functional lines

Executive Vice President Bill Grigg was named vice
chairman of the Board and now oversees a newly formed

e Group. This group provides corporate and
istrative functions through Corporate Communications,

Corporate Excellence, Finance, Human Resources

'

Information Systems, Planning & Operating, I ‘::,mui Audit

s & Materials. Grigg will also oversee
c., Duke’s land manage nt and
e Energy Corp., the

asvelaner
EveEloper.

president and heads
1

was named executive vice

s role is to supervise the departments

responsible for delivering power and providing d
to Dukt‘-s customers. He will also be responsible for
e Center, Customer

1s and Nantahala

t Company, a subsidiary that provides electric
to a five-county area in western North Carolina.

it Rick Priory heads the Powe

Clar 11 ¢ & L ﬂl.. ~ 3 P. Sgh : = 1 B
Generation Group, fnrmcux called the Power Group. This

t, Community Relati

Executive Vice Presi

group consolidates all power generating operations — nuclear,
fossil and hydroelectric — with the goal of helping the

»n and plant
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Priory is also responsible for overseeing operations of our

non-utility entities, Duke Engineering & Services, Inc., and
Duke/Fluor Daniel.

Steve Griffith
heads up the Legal, Tax, Risk

, Jr. was named executive vice president and
Management and Public Affairs
departments.

The new organization is designed to enhance employee
responsibility, broaden the decision-making process through
all levels of the Company and de-emphasize centralized control

from the corporate office. Within the Customer Group, for
example, the number of operating divisions has been reduced
to three from eight. Management within each region has the
authority and responsibility to run the region as a business.
Each regional vice president is responsible for business
planning, quality of service and contribution towards

corporate profitability.

Retirements
An unusual number of longtime employees, more than 700,
chose to retire in 1991. Some of the departures were
long-planned decisions; others were influenced by changes in
the organization and modifications in retirement benefits that
took effect early in 1992.

These teammates contributed mightily to make Duke
Power what it is today. They built and operated generating
plants for less cost than anyone else in the world. They
brought the Company into the age of nuclear power,




computers and fiber optics. They rebuilt a large portion of our
distribution network when it was virtually destroyed by

Hurricane Hugo.

Among those retirees is Executive Vice President Warren
Owen, who completed a 44-year career with Duke Power
upon his retirement February 1, 1992. Warren joined the
Company in 1948 as an engineer in the steam production
department. He transferred to design engineering in 1962 and
became vice president of that area in 1971. In 1978, he was
named senior vice president, engineering and construction,
and became a member of the Board of Directors. Warren was
named executive vice president, engineering and construction
in 1982 and became responsible for engineering, construction
and production in 1984. From 1988 until November 1, 1991, he
was responsible for Power Group operations. Since November
1, he had been assistant to the chairman with responsibilities
for implementing the reorganization

During his career Warren was involved in the design and
construction of new generating plants with a total of
14,295,000 kilowatts of capacity. His leadership contributed to
the outstanding efficiency and operating performance recorded
by the Company’s fossil and nuclear plants, including a record
of 17 straight years in which Duke’s coal-fired plants have been
ranked the nation’s most efficient.

We will miss the intellect, leadership and dedication that
Warren demonstrated throughout his years with Duke Power
Company. We wish him and all his fellow retirees well as they
begin their well-deserved retirements.

New Board Member Elected
Like all healthy organizations, Duke Power is continuously
renewing itself with new talent and new perspectives. We
welcomed to your Board of Directors last year G. Alex
Bernhardt, president of Bernhardt Furniture Company of
Lenoir, North Carolina. Bernhardt was elected to the Duke
Power Board at last year’s annual meeting of shareholders and
brings to your Company in-depth business knowledge and
expertise gained through more than 25 years of experience in
furniture manufacturing and sales.

Our Strategic Plan
As you read through the rest of this year’s Annual Report, you
will become acquainted with Duke Power’s Corporate
Strategic Plan, which is guiding us in our quest for excellence.
The plan is a significant achievement, because it clearly details
the objectives we have set for ourselves over the next few years
and, most importantly, how we will measure our success in
attaining these objectives.

Excellence is a subjective term that often has different
meanings to different people. Some say quality can’t be
measured, but at Duke Power we believe that by defining the
components critical to business success and setting measurable
objectives, we can define what is necessary for Duke Power to
achieve excellence.

As you read about the strategic plan, keep in mind that
while it is a roadmap for Duke Power’s future, it charts an
unfinished path. The plan concentrates on seven areas of
strategic focus that we believe are important. These are the
areas in which we will set objectives and deploy our resources.
In the years ahead, the plan will almost certainly change as
business circumstances change. In addition, as the excellence
process itself creates change within Duke Power, of necessity
the Company will modify the plan as old objectives are
achieved and new ones evolve.

The planning process and the quest for excellence are tied
together in a never-ending cycle. Out of that process, all of us
at Duke Power are building an excitingly different company
that offers greater opportunity, greater rewards and greater
satisfaction for our customers, our employees and our
shareholders.

We thank you for the confidence you demonstrate with
your investment in this Company.

e

William S. Lee
Chairman of the Board, President and Chief Executive Officer
February 7, 1992




The Company of Choice: A Strategy for Excellence -

or nearly 90 years, Duke Po

commitment to

7=y

Duke Power’s new Cus-
tomer Service Center in
Charlotte is the link be-
tween the Company and
its customers. Built
around a modern tele-
communications system,
the center has specially
trained personnel avail-
able 24 hours a day to
handle customer inquir-
ies from anywhere in the
Duke Power service area.
The center won’t be fully
operational until the end
of 1992, but during 1991
it handled 1.2 million

customer calls.







Customer Satisfaction

Our strategic
focus: To
understand
and meet our
customers’
expectations.

Shoppers in Spartanburg,
S.C., may not realize it,
but their local BI-LO gro-
cery store is an energy
laboratory. In a trial pro-
gram underwritten by
Duke Power, a sophisti-
cated energy-monitoring
system was installed. The
system monitors air tem-
perature, lighting, refrige-
ration, relative humidity,
defrost and anti-sweat
equipment, water heating
and deli/bakery equip-
ment. Information gener-
ated by the equipment
spotlighted ways for
BI-LO to reduce energy
consumption by heating
water more efficiently
using a heat pipe heat ex-
changer. The heat pipe, a
passive cooling system,
permits the store to oper-
ate at a lower relative hu-
midity, reducing the load
on the store’s refrigerated
display cases. The work
with BI-LO is just one ex-
ample of Duke’s increas-
ing emphasis on demand-
side programs to help
customers find ways to
use energy more

efficiently.
6

eeting the diverse needs and

expectations of more than 1.6

million Duke Power customers is a

demanding job. Many customers have precise
energy requirements that call for close
coordination between customers and their
Duke Power representatives. Other custome
needs are not as complex, but they are striving
to conserve energy and keep energy costs low.
Regar

the common denominator for all customers is

dless of their individual characteristics,
the expectation that the Company will deliver
reliable, reasonably priced electrical e
meet their needs. To meet that expectation,
Duke Power uses a mix of supply- and
demand-side measures to ensure that
customers have the electric power they need
when they need it and at the lowest possible
cost.

One customer-focused objective that will
receive increasing emphasis in the future is

reducing energy consumption through

1991 Sales-KWH

demand-side programs. The goal of this
program is to permit Duke to defer new
generation capacity, consistent with the
Integrated Resource Plan (IRP). This plan is
prepared periodically and submitted to the tw
state utility commissions. It prescribes the
combination of resources available to meet

customers’ electric needs 15 years into the

future.

Customer Service Center
Signals New Era of Service

In December, Duke Power completed
construction of its new Customer Service
Center and began consolidating customer
service operations there. At year-end, the
center was ! Jndhnw system-w ide emergency
dispatching after hours and on weekends and
holidays, and about one-third of all other

A

customer calls on a 24-hour-a-day basis. Even
n this reduced basis, the Customer Service
million telephone
of 1992, the

eld all customer calls from

Center responded to 1.2
inquiries during 1991. By the end
nter will fi

the service area 24 hours a day,

cen
hroughout

even days a week.

Announced in 1988, the Customer
Service Center’s mission is to provide a higher
level of customer service. Duke customers
anywhere on the system can call a local phone
number to reach the center, located in
Charlotte. Customer service representatives
are trained to deal with almost any question or
situation related to Duke Power, whether it’s
an emergency, a question about billing, a
complaint or a request for new service. Duke’s
commitment is to provide live-voice answering,
although the Company is researching

electronic alternatives for use during




widespread emergencies.
Creation of the Customer Service Center
is, in part, a response to customers who said
' they prefer doing business by phone at times

outside normal business hours. The Customer

Service Center will also provide faster
responses for many areas in the service
territory during storm outages. Duke
continues to maintain a network of field offices

that are available to customers who choose to

Electric revenues*
Billions of dollars

The new NationsBank

town Charlotte is one of

the tallest buildings in the
Southeast. With more
than 1,000,000 square
feet of rentable space, the
building required Duke
Power to install a com-
plete substation within
the building — the first
time in the Company’s
history that such a facil-

ity was built indoors.

Kilowatt-hour sales* Bilions




Duke Marketing Programs

Emphasize Demand-Side Management

Supply-side Solutions To Meet

Customers’ Needs
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Belews Creek is one of
eight coal-fired generating
plants Duke Power oper-
ates. As a group, the eight
Coal-fired Units Continue stations were ranked the
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the 17th straight year in
1990.
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Finangial Management
Our strategic
focus: To
manage the
business to
increase value
and lower
costs.

Capital Structure

Duke Power’s stock has
been listed on the New
York Stock Exchange
since 1961. The Com-
pany depends on a com-
bination of equity and
debt to fund its capital
projects. Duke Power con-
tinues to work to enhance

shareholder value

10

ne of Duke Power’s primary goals is
§ to increase value both for customers

and shareholders. Accomplishing
that goal involves a combination of lower costs,
increased productivity and cost-effective
business decisions. Duke has four primary
financial strategic objectives. First, the
Company will place increased emphasis on
electric operating

controlling growth in total ¢

ond, Dukc Power

chare
Snar

over time, pay out 1

| zlru"i

inflation rate anc

percent of earnings in dividends on common
L. 1. .
ock. Achieving this objective requires
lomﬂ term growth in zarnings at a like pace.

1

Accomplishing these objectives wil

enhance Duke Power’s financial strength and
attractiveness to investors, serving to make an
already strong company even better going
forward. In the year just passed, the
Company’s performance continued to
improve. Earnings per share rose to $2.60, up
8.3 percent over 1990. Total kilowatt-hour
sales were up 2.7 percent, with the largest
increases occurring in the residential and

commercial market segments, which increased

4.0 percent and 3.7 percent respectively.

As part of Duke Power’s commitment to
increase the value of shareholders’
investments, the Company sought rate
increases to recover the cost of investing in the
Bad Creek Hydroelectric Station and other
increases in the cost of doing business.
Through aggressive cost control, the Company
managed its business to keep expenses as low
as possible. The 1991 rate increase was the first

for Duke Power customers in five years. In

fact, Duke Power retail rates had been lowered

twice since the last general rate increase in 1986.
In November, the North Carolina
Utilities Commission NCUC) and The

Service Commission of South Carolina

Public

(PSCSC) ruled on the Company’s request for a
combined $295 million increase in annual

revenues from customers in the Carolinas. In

~

North Carolina, the NCUC approved a 4.2

il il
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who represent a
Company’s business. A negotiated

with these customers, whi

the increase in retail
approval.

A specific objective in Duke Power’s

the annual inflation rate. This is a very tangible

result for shareholders in Duke Power’s focus
on financial excellence. In September, the
Company increased its common stock
quarterly dividend 5 percent to 43 cents a
share, up two cents. The action marked the
16th straight year that the Board of Directors
increased the dividend. Duke Power has paid
shareholders dividends for 65 consecutive

years.

Another specific financial objective is to
control expenses. Late in the fourth quarter,
the Company seized upon opportunities made
available by declining interest rates to refinance
two existing debt issues at lower rates. A third
issue was refinanced in early 1992. As a result,

the Company will save approximately $43




Bond Redemptions
Help Duke Save
Responding to lower in-
terest rates in late 1991,
Duke Power refinanced
several bond issues.

In December, Duke
Power redeemed its 10%
percent First and Re-
funding Mortgage Bonds
due in May 2009 and re-
placed them with the pro-
ceeds from the sale of

$150 million of 8% per-

Mortgage Bonds due in

2021. In the same month,

Duke called its 82 per-

Mortgage Bonds due in
July 1995. To replace
these funds, Duke sold
$125 million in bonds
through its medium-term
notes facility with matu-
rities of three to four
years and rates of 6.06 to
6.60 percent. Replacing
the old bonds will save
$26 million over the re-
funding periods.

In January 1992, the
Company issued call no-
tices to redeem on Febru-
ary 10, 1992, its 9% per-
cent First and Refunding
Mortgage bonds due in
May 2004. To replace
these funds, Duke sold
$100 million in bonds
maturing in 2004 at
rates of 7.37 to 7.41 per-
cent through its medium-
term notes facility. This
refinancing will save $17
million over the remain-
ing life of the called

bonds.




Our strategic
focus: To
safeguard the
public and
our nuclear

investment.

Early morning sun burns
away the mist rising from
Lake Keowee at Duke
Power’s Oconee Nuclear
Station, one of three nu-
clear facilities the Com-
pany operates. Duke’s
nuclear stations operated
at a capacity factor of al-

most 80 percentin 1991.  incident. Th
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Team Excellence == o attain excellence at Duke Power, teamwork that is a critical part of the
Our strategic employees throughout the Company  excellence ess. The r_raini;lg obj

focus: To must work as a team, which requires  provide a minimum of 24 hours of tt
prepare the mployees who understand Duke

team to bt s, their role in the Comp

achieve

excellent The Strategic Plan sets several obje

business ltod

results, and

reward success.

Oositions w

i
ation am

dual and team
made under
signed to give
employees more job responsibility and choice
in how they are rewarded.

Duke Power employees continue to be
involved in the communities in which they live
and work. More than 2,000 employee
system-wide participated in the Company’s
Power in Education program, giving their time
and skills to help students improve
academically.

Duke employees continue to support the
United Way. Collectively, employees pledged
approximately $2.6 million to campaigns in the

arolinas during a year marked by reduced

contributions in many local camg




Duke Power believes in
quality day care for chil-
dren like these at Bright
Horizons Children’s Cen-
ter. Duke is one of four
major Charlotte employ-
ers who formed a consor-
tium to open the Bright
Horizons Center, located
near the Duke Power

Customer Service Center

in Charlotte’s University

Research Park.




Environmental Leadership

Our strategic
focus: To
provide
leadership to
maintain a
sustainable
environment.

Duke Power uses thou-
sands of pounds of sol-
vents annually. To re-
duce the amount of
solvents that must be pur-
chased and disposed of
each year, the Company
uses solvent recovery units
like this one. With the re-
covery units, solvents
used in painting, clean-
ing and degreasing activ-
ities can be recycled for
re-use, while the volume
of hazardous waste dis-

posed is greatly reduced.

uke Power has a long-standing

commitment to environmental

quality. In 1923 Duke started an
effort to control mosquitoes on its lakes
adjacent to its hydroelectric stations, becoming
one of the first utility companies in the
country to launch an environmental program.
aining environmental

1 the years since, maint

Jl.uhk / 5 v btff‘“ a major consid

air, water and
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s surrounding the Company’s
I'hey also conduc

men

environm
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Duke’s commitment to environmental

the fact that the
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the Strategic Plan. An objective in this"area is

* 0
to reduce the volume of wastes produced by

the Company using a pollution prevention

measure. 1 his measure will track emissions,

discharges and wastes with a focus on reducing

1

pollution through minimization and
prevention.
Duke has lo 1g been
recycling and re
and emissions. For 1

low-sultur co: ’! in its cos

an 99 percent
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of the fly ash before it g e stack. The

sh is collected and some is recycled into
nd other building materials. Solvents
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cleaning and degreasing
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activities are recyclieq, -/J}A'lgl; saves resources 1n

two ways. It reduces the amount o

Recycling also reduces the amount of

solid waste that would normally go to landfills.
Millions of pounds of scrap metal —
aluminum, copper and steel —
each year. Hundreds of thousands of pounds
of lead are recovered each year from recycled
batteries of all sizes. Transformer oil and used
motor oil are reprocessed and used as boiler
fuel. Even old asphalt is being recycled for
paving.

Duke employees annually recycle
thousands of tons of paper, which is effectively
reducing the total waste output from Duke’s

corporate offices. Many field offices have




independent, employee-driven recycling
programs that include both paper and
aluminum soft-drink cans.

The Company is applyi ate-of-the-art

technology to limit nuclear waste, linking

economy and ecology in yet another area. By
reducing the volume of low-level radioactive

waste, such as clothing and tools, Duke both

saves money and limits the material that must
be handled at disposal sites.

Duke’s efforts to date already place the
Company in a leadership position regarding
environmental protection. By making it one
area of strategic focus, Duke is ensuring that
this position is not only maintained, but

enhanced in the years ahead.

Mecklenburg County is
one of North Carolina’s
most urbanized areas, yet
there’s still room for wild-
life like these deer feeding
at sundown on land
owned by Crescent Re-
sources near Duke Pow-
er’s Riverbend Steam Sta-
tion. Always concerned
about the quality of our
environment, Crescent
has offered the land for
sale to Mecklenburg
County to maintain it as

a wildlife preserve.




Expanding Business
Opportunities

Our strategic
focus: To
profitably use
our strengths
to serve a
variety of
customers and
enhance
developmental
opportunities
for employees.

200 Meeting Street in
Charleston, S.C., which
opened in the summer of
1991, is one of Crescent
Resources’ most recent
commercial develop-
ments. The 144,000-
square-foot building is
anchored by the Charles-
ton headquarters of
NationsBank.

uke Power’s subsidiaries and affiliates
B continue to reflect the Company’s
determination to develop business
opportunities in areas related to Duke’s cc
ke Engineering & Services, Inc.
Fluor Daniel
olved in energy-related
and many of their ¢
usly worked
these comp
Duke to maint

and-

' |

companies and are helping add

ear the company worked on
lients and doubled its
now provides its own
ement, assessments,

impact statements and audits, restoration
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and Duke Energy

services and radioactive waste management
. v
services. Highlighting work in this area is a
contract to assist the U.S Dcpartmm;f of
Energy with the nation’s civilian radioactive
ogram. More than 70
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Inllev Ai1ithorityv’s
ey AUtnority s

The National Nuclear
S engineerit
engineel

d on-site staf

agencies

ates. Ad
company is selectively pursuing i
projects. Construction on the ]
Cogeneration Facility began in May, A joint
venture between Duke Energy and Transco
Power Company, the 130,000-kilowatt coal-
fired plant will provide electricity for Virginia
Power and steam energy for Burlington
Industries in Mecklenburg County, Virginia.
Duke Energy and Transco share equally in the
$175 million plant, which is scheduled for

completion in November 1992.

Duke/Fluor Daniel, a partnership
between DE&S and Fluor Daniel, a subsidiary
of Fluor Corporation of Irvine, California, is
designing and building the facility and will
operate it upon its completion.

Duke/Fluor Daniel also signed a contract
in 1991 to design, engineer and build a
385,000-kilowatt coal-fired generating plant for
South Carolina Electric & Gas Co.




Construction of the plant is scheduled to

begin in late 1992, with completion and
commercial operation set for 1996. The $450
million project is located in Orangeburg

ounty, South Carolina, near the town of

: B .
Haimg in

e
Charleston,

South Carolina. The anchor
tenant for this commercial development is the
Charleston headquarters of NationsBank, the
fourth-largest bank in the U.S. At year-end, 79
percent of Crescent’s 1,134,000 square feet of
commercial, retail, office and warehouse space
was leased. Further real estate developments

await a renewal of demand.

Sales at The Peninsula, a 600-acre
residential community on Lake Norman in
North Carolina, remained strong in 1991

despite a general downturn in the real estate

market. The private residential community had

Expertise in radioactive
waste management is one
reason Duke Engineering
& Services, Inc. (DE&YS),
was chosen to be a mem-
ber of a team assisting
the U.S. Department of
Energy with the nation’s
civilian radioactive waste
management program.
DE&S is one of several

Duke subsidiaries or

s

\v\\§_¢\“\w§\\\\&\¥§

affiliates capitalizing on
existing expertise and as-
sets within the organiza-

tion to build income-

producing enterprises.

sold 116 lots with 59 homes built or under
construction at the end of 1991. And late in

the year, Crescent broke ground for a $3

illion, 30,000-square-foot clubhouse at The

manages app roximate

7 Lk 1 g . o Subsidiary and
within Duke’s service area, harvested i

Non-Utility Earnings
Millions of Dollars
of pulpwood for the const

and paper industries.

As Duke Power’s subsidiaries and affiliates
build their businesses, specific objectives have
been set for their future. The overriding
strategy continues to stress capitalizing on
existing expertise and assets to build
income-producing enterprises. In 1991, Duke’s
subsidiaries and affiliates contributed 5 percent
of corporate earnings, or 13 cents per share.

90
The Company intends for Duke’s diversified
B

ating subsidiary

ch Street C
businesses to improve their contributions to

corporate profits.




Our strategic
focus: To
implement the
Excellence
Management
Philosophy
throughout
our business.

The upper reservoir at the
Bad Creek Hydroelectric
Station gleams in the
morning sunlight in the
South Carolina moun-

tains rising above Lake

Jocassee. The massive, 10-

year construction project
was completed in 1991
and is now producing
power for Duke Power
customers throughout the

system.
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A Road Stretching Beyond the Horizon







Base Load

Peak Load

Demand-side
Management (DSM)

Supply-side Options
Integrated Resource

Plan (IRP)

Return on Equity

Ratio

Glossary of Terms

per common Share X
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Consolidated Statements of Income

Dollars in Thousands Year ended December 31, 1991 1990

Electric revenues (Notes 1,2 and 14) .. ... . v $3,816,960

Electric expenses
Operation
Fuel used in electric generation (Note 1)

(@)

Net interchange and purchased power (Notes 3 and 14)
Wages, benefits and mater

~
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Maintenance of plant facilities

A

Qo

Depreciation and amortization (!
General taxes

AN =IDDH N
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[ O I\ I

Income taxes (Notes 1 an

~J

e

Total electric exper

| B |

Other income (N¢

ATI - :
Allowance for equity fi
el

Uvther,

+1
Total other income

Favivimnys o Faa — ot 1083 ‘
Income bet N t deductions

Interest deductions

[Interest on lo

iowance {«\T‘ borrowed funds '\f',fd \‘1

T [ BB T LI SR U
[otal interest deductions

Net income

Dividends on preferred and preference stocks
Earnings for common stock

Common stock data (Note 6)
Aver hares outstanding (thousands)

Earnings per ¢

A + ¢ ™ | > Poves Ry "~
Notes to Consolidated Finar




Consolidated Statements of Cash Flows

Cash flows from operating activities

Cash flows from investing activities

Cash flows from financing activities

ins




Consolidated Balance Sheets
Assets

1CT10N WO

Lonstri

Total electric plant, net

rty and investments

yperty at cc

ot (less
SC (1E€S

ytal otherl

Current assets
Cash (Note 5)

] MR
ohort-

lotal current assets

Deferr d debits

ised capacity costs (INote J)

Tte
10Ldl (

Total assets

Capitalization and Liabilities
lizati

Capitalization (See C

Current Habﬂities'

ounts paya

Accumulated deferred income taxes (!
Deferred credits and ilities

UMeEnt te redit (INOLUES c X

Commitments and contingencies (Note

Total capitalization and liabilities




Consolidated Statements of Capitalization and Retained Earnings

Capitalization

Common stock equity (Notes 6 and
Common stock, no par, 300,000,00( s authorized; 204,699,851 shares outstanding

for 1991 anc

Retained ear
Total common stock equity
Preferred and preference stocks without sinking fund requirements (Note

Preferred stocks with sinking fund requirements (N

Long-term debt (Note 9)

11

Total capitalization

Retained Earnings

Balance

Add-

Deduct

Balance




Notes To Consolidated Financial Statements

Note 1. Summary of Significant Accounting Policies
A. Revenues

E. Subsidiaries

]

conso mtercompany tran sactions

es ha

> INCome or Ic

“r.ale e YO
On-eleClric Ooperc
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G. Unamortized Debt Premium, Discount and Expense

H. Fuel Cost Adjustment Procedures

3o 1
1esaile
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Note 3. Joint Ownership of Generating Facilities

n 11LS O dtdWd dCl ArticCipant




Energy cost payments are based on variable operating costs, a
functionsof the géneration output. Capacity payments are based
on the fixed costs of the plant. The estimated purchased capacity
obligations through 1996 are $384,000,000 for 1992,
$403,000,000 for 1993, $388,000,000 for 1994, $164,000,000 for
]995 and $50,000,000 for 1996.

ective in its November 1991 rate order, the North Carolina
Commission (NCUC) reaffirmed the Company’s re-

covery on a levelized basis of the capital costs and fixed operating
the other

and maintenance costs of capacity purchased from

joint owners. The new NCUC rate order uwnw? the levelized
basis to a 15-year period ending 2001 for all of the other joint
owners compared to the prev ious 15 elization period for
NCMPA :‘rn'é PMPA

NC ”‘A(‘ anc

period for
I

S P S Py
)INMISS1ION Of

';n‘l I‘U /\1

QI‘LT

Note 4.

r 3 (4 11 o
I!*:’CL‘?N‘\‘ tax expense consiste d (\k T e fol owing (dollars

ncome taxes related to electric expenses
Current income taxes
Federal

State

tax over book d¢ epre
rroperty taxes
Catawba 1")01“‘?1;‘»’«(‘::i apacity costs, net of
reflected in current rates
Amortization of canceled construction costs
Unbilled revenues
Storm dama

Other

Investment tax credit
Deferred

A rrx s tirati T3 B = T),{:w
Amortization of deferrals (credit)

Total income taxes related to electric expenses
Income taxes related to other income

Income taxes - return on deferred Catawba purchased
capacity costs
Income taxes — ot?'wr net
Income taxes — (credit)
Total income tax ated to other income

Total income tax expense

in thousands

levelized basis of the capital costs and fixed operating and main-
tenance costs of capacity purchased from the other joint owners
over their contractual purchased power buyback periods. As
provided in current rates in all jurisdictions, the Company re-
covers the costs of purchased energy and the portions of pur-
chased capacity not being levelized. The portion of costs not re-
covered through current rates is being accumulated, and the
Company is recording a net of tax carrying charge on the accu-
mulated balance. The Company umulated bal-
ance including the carrying charge when the capacity payments

7 recovers the acc

drop below the lcvcuzeu revenues

90 and 1989, the

~apacity and energy costs from
500,000, 500,000, ;md
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Income taxes differ from amounts computed by applying the statutory tax rate to pretax income as s (¢ 5 in thousands):
7 b » 7 (=]

1989

It ncome taxes on pretax income at the statutory
rate o{ 34% : : $299,120 268,78 $294,998
J ucti i

DCinl lep

DOOK de€

red income tax

ecember

86,000

1m amount ou

- compute




Note 6. Common Stock and Retained Earnings

Note 7. Preferred and Preference Stocks Without Sinking Fund Requireme

1 he con ( price 1s

nts

! -
supiect to ¢

Note 8. Preferred

es of st d

s : h
Preference Stock




(@)
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2001
1007

LIVL

2002

92,800
96,850

Note 9. Long-Term Debt

125,000

100,000

100,000

78,100
o OA

67,900
94 872

~

98,050
95,623
92,800
96,850

and

(continuea)

Substantially all electric plant was mortgaged as of December 31, 1991.

77,000
20,000
10,000
25,000

AN

10,000




Note 10. Canceled Construction Projects

Note 11. Retirement Benefits
A. Retirement Plan




B. Postretirement Benefits

Note 12. Commitments and Contingencies
A. Construction Program

B. Nuclear Insurance




erty insurance coverage associated 1 with its interest in the Ca-

tawba Nuiclear Station.
The Company participates in a NEIL progra

insurance for 1“1L increased cost of generation and

pOWer resu "Om an ac "em':_ﬂ outage m‘f an

Oconee, »1u juire (\Ad( ;: ations are insured for

cent for 52 weeks, 67 Dercent for a second 52 weeks and 33 per-

cent for a third 52 weeks. If NEIL'’s losses for this program ever

ks.
exceed its reserves, the Company will b liable, on a pro rata
asis,

for additional assessments of up to $23 million. This
am‘mal pr

amount represents 5 tir emium to

NEIL oint owners ’:“T C: obligated
nts rv:w:m(_{ from the !

> joint ownershi

ut prior to recovery of costs throt

dther, net in the

In the

AT(

), st
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tion for certain power trar

ind purchased power




Independent Auditors’ Report

Duke Power Company:

We have audited the accompanying consolidated balance sheets
and the consolidated statements of capitalization of Duke Power
Company and subsidiaries (the Company) as of December 31,
1991 and 1990, and the related consolidated statements of
income, retained earnings and cash flows for each of the three
years in the period ended December 31, 1991. These financial
statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by

Responsibility for Financial Statements

management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial position of
Duke Power Company and subsidiaries at December 31, 1991
and 1990, and the results of their operations and their cash flows
for each of the three years in the period ended December 31,
1991 in conformity with generally accepted accounting
principles.

Lot # Touorle

Deloitte & Touche
Charlotte, North Carolina
February 7, 1992

The financial statements of Duke Power Company are prepared
by management, which is responsible for their integrity and
objectivity. The statements are prepared in conformity with
generally accepted accounting principles appropriate in the
circumstances to reflect in all material respects the substance of
events and transactions which should be included. The other
information in the annual report is consistent with the financial
statements. In preparing these statements, management makes
informed judgments and estimates of the expected effects of
events and transactions that are currently being reported.

The Company’s system of internal accounting control is
designed to provide reasonable assurance that assets are
safeguarded and transactions are executed according to
management’s authorization. Internal accounting controls also
provide reasonable assurance that transactions are recorded
properly, so that financial statements can be prepared according
to generally accepted accounting principles. In addition, the
Company’s accounting controls provide reasonable assurance
that errors or irregularities which could be material to the
financial statements are prevented or are detected by employees
within a timely period as they perform their assigned functions.

The Company’s accounting controls are continually reviewed

for effectiveness. In addition, written policies, standards and
procedures, and a strong internal audit program augment the
Company’s accounting controls.

The Board of Directors pursues its oversight role for the
financial statements through the audit committee, which is
composed entirely of directors who are not employees of the
Company. The audit committee meets with management and
internal auditors periodically to review the work of each group
and to monitor each group’s discharge of its responsibilities. The
audit committee also meets periodically with the Company’s
independent auditors, Deloitte & Touche. The independent
auditors have free access to the audit committee and the Board
of Directors to discuss internal accounting control, auditing and
matters without the presence of

financial reporting

management.

s 10 s

David L. Hauser

Controller




Management’s Discussion And Analysis Of
Results Of Operations And Financial Condition

Results Of Operations

Earnings and Dividends

Earnings per share increased to $2.60 in 1991 compared to $2.40
in 1990. The increase in the current year was primarily due to
higher kilowatt-hour sales. Higher depreciation expense and
interest expense partially offset the benefit of higher
kilowatt-hour sales.

Earnings per share increased over the past three years at an
$2.56 in 1989.
Opver the past five years, earnings per share increased at an
{ percent from $2.20 in 1987 to $2.60 in 1991.

(Earnings per share ﬁn periods prior to 1990 have been restated

annual rate of 1 percent to $2.60 in 1991 from

annual rate of 4

return on average common equity was 13.5 percent in 1991
compared to 13.1 percent in 1990 and 14.7 percent in 1989.
The Company continued its practice of increasing the

common stock dividend annually. Common dividends per share

rate of 5 percent. Indicated annual dividends per share increased

to $1.72.

Revenues and Sales
From 1989 to 1991, revenues increased at an annual rate of 2
percent principally due to higher<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>