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About Duke Power Company 
largest investor-owned electric util- North Carolina and 30 percent were in 

0 uke Power is the nation's 
seventh-linAbu70pretosaswren 

ity. Headquartered in Charlotte, South Carolina.  
N.C., the Company serves a 20,000- Duke Power serves retail customers 

square-mile service area in North Caro- through 99 customer service offices 
lina and South Carolina with a popula- throughout its service area. The Coi
tion of 4.5 million. Duke Power supplies pany also makes wholesale, bulk power 
electricity to more than 1.6 million resi- and contractual sales.  
dential, commercial and industrial cus- In 1988 Duke Power completed the ac
tomers in that area. quisition of Nantahala Power and Light 

The Company's three nuclear generat- Company. Nantahala serves about 
ing stations, eight coal-fired stations and 47,000 customers in a five-county area of 
26 hydroelectric stations produced 72.3 western North Carolina, shown on the 
billion kilowatt-hours of electricity in adjacent maps. U 
1988. Electric revenues totaled $3.6 bil

North Caoln and 30h pecetpern 
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To Our 
n 1988 Duke Power met Shareholders: client companies - by de
several critical tests as we signing, building and opera
continued to forge a more ting power plants for Duke 
competitive organization We Power and others.  

for the 1990s. are more co ttive This new organization in
The Five-Year Business creases everyone's accounta

Plan, established in 1986, bility. Most important, it fos
provided a road map for ters new thinking at Duke 
achieving steadily higher Power: Everyone serves a 
earnings while maintaining customer whether that cus
competitive prices. In- tomer is the user of electric
creased strategic sales with minimal Earnings Are $4.91 a Share ity in his home or factory, or whether it is 
impact on peak, increased non-utility arnings in 1988 reached $4.91 a another department at Duke Power. Ac
earnings and tightly controlled costs are share, up from $4.40 a share in 1987. countability to the customer is the driving 
key to that plan. Earnings for the year were affected by force for excellence.  

That plan is working. But we recog- o non-recurring items, which are Our electric customers now expect 
nized in 1988 that to ensure our Compa- discussed at greater length elsewhere in more from us, from more stable voltages 
ny's continued success into the 1990s, we this report. needed for sensitive electronic equip
would have to make some painful deci- Kilowatt-hour sales rose 2.2 percent in ment, to innovative account and billing 
sions. As part ofour determination to con- 1988. The strongest growth came from services, to greater comfort and efficiency 
trol costs as tightly as possible, we made an our general service customers, which in- in their homes. Our new organization wil 
extensive and carefully planned review of cude commercial businesses and institu- help us meet these needs and anticipate 
our entire organization and its functions. tional customers. Those purchases rose others.  

Our aim was to eliminate functions not 4.7 percent, illustrating the continued ex- Our Horizons Expand 
vital to providing customer service and to pansion of the Piedmont Carolinas' serv- e face the future having made two 
assure that the organization was efficient ice economy. important accomplishments in 
and trim. The result was a work force re- Focus on Customers 1988.  
duction of 6 percent, or about 1,200 jobs. ur internal review of jobs and func- W In November we completed 
This was done as quickly as possible, and tions resulted in a change in our over- the acquisition of Nantahala Power and 
with fair provisions for those whose posi- all structure. The Company was re- Light Company of Franklin, N.C., whose 
tions were eliminated. 0 organized into a Customer Group service area is immediately west of ours.  

The reduction made Duke Power and a Power Group to help us tighten our Nantahala serves 47,000 customers.  
leaner and better prepared to meet the focus on serving customers. When a transmission line is completed to 
competitive pressures we now face and in- The Customer Group, headed by Exec- link the Duke and Nantahala systems, we 
creasingly will face in the future. utive Vice President William H. Grigg, plan to sell power to Nantahala to supple

How our employees and our organiza- brings together all the groups that directly ment its own hydroelectric production.  
tion are changing to meet the challenges serve customers today and that develop Also, Duke Energy Corp. was formed 
in the electric utility industry is the sub- plans for serving them in the future. in 1988 to sponsor the development and 
ject of the special feature section in this The Power Group, headed by Execu- financing of new power projects outside 
year's annual report. This section begins tive Vice President Warren H. Owen, Duke Power Company's traditional serv
on page 14. serves the Customer Group - and other ice area. Early this year Duke Energy 
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FINANCIAL HIGHLIGHTS 

Financial Highlights 
Percent 
increase 

1988 1987 (decrease) Eaings per share 

Kilowatt-hour sales (millions) (a) 66,199 64,751 2.2 
Electric revenues ............... $3,626,985,000 $3,705,784,000 (2.1) 
Earnings for common stock ...... $ 497,057,000(b) $ 445,934,000 11.5 

Common Stock Data 
Average shares outstanding ..... 101,266,000 101,250,000 
Earnings per share ............ $4.91 (b) $4.40 11.6 
Dividends per share ........... $2.88 $2.74 5.1 
Book value per share (year-end) $34.01 $31.96 6.4 

Return on average common 
equity ...................... 13.4% (c) 14.2% (5.6) 

Plant construction costs (d)....... $ 949,267,000 $ 777,626,000 22.1 1983 1984 1985 1986 1987 1988 

Internal cash generation ......... 79% 67% 17.9 
Earnings coverage of fixed a mdends per share 

charges, SEC method .......... 4.25X (b) 4.49X (5.4) The trend in eangs and divnds 
Total electric plant, net .......... $7,373,696,000 $6,917,245,000 6.6 growth continued upward in 1988.  
Peak load (kw) 

Summer .................... 13,618,000 12,691,000 7.3 
Winter ..................... 12,728,000 11,451,000 11.2 Retum onaveragecommonequay 

Percent 

(a) Excludes a portion of the energy sold to the other joint owners of the Catawba Nuclear Station. 14.8 14.8 
(b) Includes the cumulative effect of the accounting change for unbilled revenues 13. 14.2 
(c) Excludes the cumulative effect of the accounting change for unbilled revenues, and the provision for loss 13.t 

associated with court affirmation of the Federal Energy Regulatory Commission order denying recovery 
ofabandonment cost in supplemental power rates to the other joint owners of Catawba.  

(d) Includes investment in nuclear fuel 

People Are Making 
It Happen At Duke Power 
ment in the utility industry is de- tions of individual employees. Several 193 18 1985 1986 1987 1988 

A n increasingly 
competitive 

environ-cabesnintetiudiesada
manding new ideas, new approaches employees - each representing hundreds AaAbwed Retr (NC Juris n) 

and a new spirit from those who will of others - are featured in this year's an- 15.4% 15.3% 15.1% 14.6% 13.4% 13.4% 
compete and win. nual report. Their vision and accomplish- *-()ad

Duke Power and its employees are re- ments show clearly that Duke Power is a Healthy earnings in 1988 produce 
sponding by drawing on old strengths - company made up of outstanding mdi- a good returnfor shareholders 
ingenuity, customer service and a can-do viduas each making a contribution and 
attitude - to continue the Company's making a difference. This special section 
vigorous drive for excellence. begins on page 14. N 

Duke Power is changing. That change 

PAGE 1



TO OUR SHAREHO LDERS 

agreed to develop jointly with Transco steam to other industrial facilities. The two other facilities to serve Virginia 
Energy Ventures Company two 115,000- plants will be designed by Duke Engi- Power In total, Duke Engineering will de
kilowatt, coal-fired generating plants. The neering & Services, Inc., an affiliate sig 40 percent of the coal-fired capacity 
plants will sell electricity to Virginia Elec- formed in 1987. In addition, Duke Engi- involved in Virginia Power's recent pro
tric and Power Company and processing neering will design for another company curement process.  

Finally, we welcome two new directors 
to the Duke Power Company board: 
Crandall C. Bowles, president of the 
Springs Company of Lancaste S.C., and 
Max Lennon, president of Clemson Uni
versity. The Springs Company provides 
management services for several opera
tions, including investment, real estate, 
insurance, newspaper publishing and 
other activities.  

1988 presented challengesi but it was a 
successful year because of the skill, dedi
cation and commitment of Duke Power's 
employees. These men and women con
tinue our tradition of excellence in opera
ting efficiencies, reliability of service to 
customers, innovative marketing strate
gies and resourceful cost containment.  
Because of our employees' pedformance 
in the past and their zeal for the foture, 
this annual report is dedicated to them.  

William S. Lee 
Chairman of the Board and 
ChiefiExecutive Officer 

Douglas W Booth 
President and 
Chief Operating Officer 

February 10, 1989 
William S Lee Douglas W Booth 
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Business Plan - estab- 1988 earnings to 1987 is 

D uke Power's Five-Year 

tomers. The comparison of 

lished in 1986 - served * affected by the somewhat 

the Company well in u kes Busmess lower earnings in 1987 due 

1988 by providing a road . I4JL LL1to investment losses in that 

map for a more competitive T l. year. Earnings in 1988 were 

and more challenging envi- lan C o n tin u es reduced by 15 cents a share 

ronment in the 1990s. *lto reflect benefits for those 

The plan's marketing employees whose jobs were 

thrust is designed to LB i eliminated in the work activ

strengthen Duke Power's ity review. In addition, 
position in the growng com- M om entum higher maintenance and 

mercial and residential mar- operating costs at Duke's 

kets that have marked the coal-fired and nuclear gene

Piedmont Carolinas' econ- T h e rating stations and inflation 

omy of the mid - to late had a negative effect on 

1980s. And the plan's em- earnings.  
phasis on efficiency and cost Duke's directors voted a 

containment with specific Earnings growth pays four-cent increase in quar

budget and profitability dividends for shareholders terly dividends to 74 cents, 

goals provides the discipline effective in the third quarter 
necessary to continue of 1988. The action, the 13th 

growth in sales, earnings and ------------ consecutive increase, raised 
dividends through the 1990s. the indicated annual divi

The discipline of the Five-Year Busi- by a charge of 46 cents a share resulting dend to $2.96 from $2.80. Duke has a 

ness Plan forced a comprehensive review from a decision of the District of Colum- goal of providing regular dividend in

in 1988 of the importance and efficiency bia Court of Appeals which upheld an creases over the long term to maintain a 

of virtually all functions performed by the order by the Federal Energy Regulatory payout ratio of 60 to 65 percent of com

Company. This work activity review led Commission excluding abandoned plant mon stock earnings.  
to the elimination of many functions that costs from the rates for supplemental Duke Power's marketing staff re

were of some advantage but were not power Duke sells to the otherjoint owners sponded to increased competition in the 

deemed essential to the fundamental of the Catawba Nuclear Station. residential space- and water-heating mar
business of providing safe, reliable electric Aside from these non-recurring items, ket in 1988 by working closely with build

service. The review also led to the reduc- the increase in earnings over 1987 was a ers and real estate firms to sell the advan

tion of layers of management in some de- result of higher kilowatt-hour sales in tages of electricity.  
partments and the reorganization and 1988, especially to general service cus- The Company's marketing plan con

consolidation of many departments. As a tinues to emphasize efficiency and load 

result, the Company eliminated about management by promoting load control 

1,200 jobs and better utilizes employees Capitalstructuctie and conservation measures. By focusing 
while delegating more authority and (Excluds r unes on high-efficiency heat pumps, more effi

responsibility. 674 -. cient homes and offices and other strate

Electric revenues fell to $3.6 billion in 6.1 6.2 64 gic sales programs, the Company's mar

1988, a result primarily of a 3 percent re- 4% keting plan is designed to add 

tail rate reduction effective January 1, a 42% kilowatt-hour sales without increasing the 

1988, to reflect the impact oflower corpo- 450 44% summer peak or the need for more gene

rate income taxes included in the Tax Re- rating capacity.  
form Act of 1986. Earnings for common Sales in 1988 continued to grow. Total 

stock increased to $4.91 a share, up 11.6 kilowatt-hour sales gained 2.2 percent.  

percent from $4.40 a share in 1987. Total General service sales - which include 

earnings for common stock were $497.1 sales to commercial customers - re

million, up from $445.9 million. flected strength in the Piedmont Caroli

The change in earnings was affected by nas' economy with a 4.7 percent increase.  

two significant non-recurring items. First, I Electricity use by Duke customers 

to better match revenues and expenses 1983 1984 1985 1986 1987 1988 drove peak demand to new highs in 1988.  

the Company changed its accounting pol- Long-term debt Three successive peaks were set in Au
theeomanych ne to ccotid for Preferred and preference stocks , with an all-time high of 13,618,000 

icy of recognizing revenue to provide for common equi gust 
the accrual of estimated unbilled reve- kilowatts reached on August 18.  

nues. The change increased earnings by Duke Power's capital structure continues The previous peak before the summer 

$1.01 per share. This was partially offset to meet the Company's financial goals. of 1988 was 12,728,000 kilowatts, set on 

PAGE 4



D U KE PO W ER CO M PA N Y 

canceled plants in retail and wholesale ________ saes E___ _m_ 

rates, a federal court has ruled it cannot abonBAonsofdolars 
recover them from the other joint owners e4.e 62 3.7 
of the Catawba Nuclear Station. The U.S. 43.6 
Court of Appeals for the District of Co- 54.2 54.4 
lumbia in January 1989 upheld a Federal 7 2.9 
Energy Regulatory Commission ruling 2.4 
that the costs were not included in the 
contracts with the other Catawba owners, 
therefore those costs could not be in
cluded in the rates for supplemental 
power.  

That decision had the one-time effect 
of reducing Duke Power's 1988 earnings 
by 46 cents a share. 19 1984 1985 1986 1987 1988 1983 1984 1985 1986 1987 1988 
Price-Anderson Act Is Extended MMOh wsa General service = o=an e Genera s 
President Reagan in 1988 signed into us min Indusrial ex denial 

law a 15-year extension of the Price- -Euo..oune .n. . omce-o.  
Anderson nuclear liability insurance act. Revenues fell in 1988 due to retail rate 
The legislation raised the liability limit for Electricity sales continued to grow with reductions that reflect lower federal 
damages arising from a single nuclear ac- expansion in the Piedmont economy. income tax rates.  
cident from about $700 million to about the next century. term investments by reinvesting funds in 
$7 billion. Debt Issue Anticipated electric plant.  

Though the new act substantially in- Duke undertook no new stock or debt That liquidation will be substantially 
creases individual companies' exposure financings in 1988 and anticipates no complete this year, and the Company ex
to liability in a worst-case accident, it as- need for equity financing in the coming pects to issue new short-term debt during 
sures the electric utility industry of a sta- year. The Company has been liquidating 1989 and new long-term debt either this 
ble nuclear insurance environment into its portfolio of short- and intermediate- year or in 1990. U 

The new Charlotte Coliseum illustrates the growth in Duke's service area. The coliseum, which opened in 1988, 
seats 23,388 and is home to the National Basketball Association's Charlotte Hornets. The Hornets set an NBA expansion team 

record for home-game attendance only one-third ofthe way through the 1988-89 season.  
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T H E Y EAR IN RE VIE W 

peak load on several occasions during the case, the Court ruled that the Commis
summer. sion used an appropriate capital structure 

1988 Sales - KWH - the mixture of stock and debt on 
Residential + 1.0% Plant Cancelation Questions Duke's balance sheet - in considering 
General service + 4.7% Are Resolved Duke's rate request.  
Textile - 0.9% The North Carolina Supreme Court in While resolving the plant cancelation 
Non-textile July resolved the question of the legality and capital structure questions, the Court 

industrial + 2.1% of including certain plant cancelation sent back to the Commission a third con
Total industrial + 0.7% costs in Duke Powers retail rates by up- tested issue for further consideration. The 
All other + 4.9% holding a 1986 North Carolina Utilities Court directed the Commission to pro
Total + 2.2% Commission decision. vide support for its finding on the allowed 

The Court ruled that it had heard the rate of return on Duke's common equity 
same question previously in an appeal of giving consideration to the Court's con

January 27, 1988. Duke Power's 1985 rate case. The Court cern over certain elements in that rate.  
The unusually hot weather in 1988 oc- split 3-3 on the 1985 case, thus affirming The Court held that specific findings 

curred while several of the Company's the Utilities Commission's order allowing must be made as to the amount, if any, of 
generating stations were out of service. Duke to recover in rates the costs of the flotation costs and other component 
Duke operators activated the Company's canceled Perkins and Cherokee nuclear costs of equity included in the allowed 
Emergency Load Management programs stations. rate of return. That issue is still pending.  
to successfully reduce the Duke system's On another issue from the 1986 rate Though Duke may recover the costs of 

Duke Power's marketing staff worked dosely with home builders in 1988, placing special emphasis on the quality 

efficiency and appeal of the all-electric Maximum Value Home 
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Cities of the Piedmont 
Crown Their Skylines 

he econom of the Piedmont Caro-e 

jo z mes uePke 

linas continues to diversif% as head-isrbldnad lrgc teue
quarters and regional otfices prolife-grudectisrveindo no\nlt 
rate in the two states* ecwellent Genbr obte c~ hsbsns 

business climate. dsrc' xiigrnisne 
With more corporate offces in the re- I hrot pplto 8,0) 

gion. smaller hims and serv Ices have also nery15mlinSue etofsaen 
grow n. leadi ng to rapid growth i n the Car- t.outvntvr sshdldIlrcn 
oilinas' serv ice economy.tuto n 99 fe mlinsur 

Offee towers and complexes hiave risen fe fsaevsaddi 98 
in downtowns and suburbs 'while the re- Altenv-bidnsi h 'emn 
tail sector continues to thrive throughout klluecetii frarcn iinn. !i 
the Duke Power service area. More large-lihsadofcequp nt 
scale proj'ects are uinder was in 1989.  

Astriking example of the new, offce 7 

construction in the Duke se-rv\ice area is 
appearing in Greensboro. N.C. (popula
tion 184,000). Long noted for its textile 
industrial economy. Greensboro is under
going rapid transformnation in the late 
1980s. Three offce towvers wAith a combined -million square feet of oice space 
are rising in downtown Greensboro to 
house banking and mnsurance operations.  

Greensboro is also renovng an hIS

torisrit' exciting renaissance.gh I 

I-u 

al 1 n 
ou pt 

sr ci i 
fee o w 

Al"h'eUbidnsi tePemn 
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cient network of pumped-storage station that 

D uke Power's highly effi- 

a 1,06 5,000-kilowatt, 

baseload generating will begin producing power 
stations refined its in the 1990s. The station is 

mode of operation in 1988 located near the North 

as nuclear units continued Carolina-South Carolina 

to supply customers' line in rugged mountain ter

baseload needs. G enerat in g rain. The scheduled comple
The Company's eight tion of two of the station's 

coal-fired plants cut back four units has been moved 
their generation, conform- As e back to 1992, with the other 

ing to fluctuating demand as two units following in 1993.  
the nuclear plants met virtu- * The completion dates were 

ally all baseload require- changed because of delays 
ments. Before the Compa- Who has the best power plants from the station's turbine 

ny's nuclear construction in the nation? supplier. At year-end, work 

program was completed, the on Bad Creek was 42 percent 

bulk of the ongoing require- complete.  
ments was met by coal-fired Pumped-storage stations 

units. Since 1987 baseload use lower-cost electricity 

production has been mostly from baseload stations to 

nuclear, and the coal units pump water from a lower 

have operated slightly less | reservoir to a higher one 

efficiently than when they ran closer to cent they achieved in 1987. And, accord- when power demand is low, usually at 
maximum output. ing to information from the Nuclear night and on weekends. Later, as demand 

Still, Duke's coal-fired units were rec- Regulatory Commission (NRC) on the for power peaks, this stored water is re

ognized again - for the 14th consecutive fuel efficiency of multi-unit nuclear leased through turbines to drive genera

year - as the most efficient fossil system plants, McGuire, Catawba and Oconee tors. Bad Creek will be Duke Power's sec

in the country in 1987 by Electric Light & nuclear stations were the first, second and ond pumped-storage station. The other, 
Power (EL&P) magazine. fifth most efficient nuclear plants in the 610,000-kilowatt Jocassee Hydroelectric 

The seven nuclear units operated by country in 1987. Station, is near Bad Creek at the Compa
Duke continued to build an impressive Nuclear power plants generated 66 per- ny's Keowee-Toxaway Complex in north

record of their own. During 1988, the nu- cent of the electricity used on the Duke west South Carolina.  
clear units operated at a capacity factor of system in 1988, compared with 64 per- Bad Creek is just one part of the Com

77 percent, well above the national aver- cent in 1987. Coal-fired plants generated pany's overall plan to meet customer 

age of 66 percent, and above the 71 per- 33 percent and hydroelectric plants gen
erated 1 percent. Net generation* 

Generating capacity Duke Power customers benefit from Billions of KWH 

Millions of KW the superior performance of the Compa- 72.3 

ny's nuclear plants because nuclear fuel 66.1 9 

14.7 costs about 60 percent less than the coal 59.6 61.0 62.5 

13.4 13.6 needed to generate the same amount of 
power.  

The Company's coal system gets more 
power from each ton of coal than other 
coal-fired systems in the United States, as 
evidenced by their performance in the 
EL&P rankings. Had the coal plants op
erated only as efficiently as the nation's 
second-ranked coal system, Duke would 
have burned an additional $12.3 million 
worth of coal in 1987. 1983 1984 1985 1986 1987 1988 

1983 1984 1985 1986 1987 1988 Stayig Ahead of the Power Peaks Hydro and other Excludeas nterca(Power with 

'IcueI0ofh~twacoal Catawba Nuclear Station.  
Hydro and other Ncles f theCatawba Bad Creek Hydroelectric Station con- mm usolear t  

tn.ofaawbasgnera

coal 
Ncer in 

Nucear* struction entered a dramatic new phase in 
1988 as work began on the underground Duke's nuclear units operated at a 

Customer needs are met with over 15 million powerhouse. capacity factor of 77 percent in 1988, producing 

kilowatts of capacity. The $1.1-billion Bad Creek plant is 66 percent of the Company's electricity.  
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in 1988 to serve the matching contributions 

D uke Power continuedrasdnrl$8100b communities in its from customers, employees 
service area with and shareholders. The 

programs designed to make money was distributed 
the Piedmont a better place throughout the Duke Power 
to live and work. service area to people need 

Duke Power and its peo- Taking S ij ice ing help with their heating 
ple have always cared about bills, regardless of their 
the well being of their com- source of heat.  
munities. This has been The Community Chal
clearly demonstrated in lenge Heating Fund 
their commitment to pro- matched $1 for each $3 
viding safe, reliable and raised by service organiza
affordable power. But At Duke Power service means dons. Duke Power contrib
they've gone far beyond this citizenship and business uted $325,000 to this fund 
commitment to serving cus- during the 1987-88 winter.  
tomers. They have given Both Share the Warmth and 
generously of their personal Community Challenge were 
time, money and talent in repeated in the winter of 
response to pressing com- 1988-89.  
munity needs. The Company and its em

Recognizing that the fu- ployees pledged $2.4 million 
ture will be in the hands of today's chil- civic groups and community to the United Way in 1988, again making 
dren, 2,400 Duke Power employees vol- organizations. Duke Power a leading contributor to the 
unteer their help in the Piedmont Caroli- During the 1987-88 winter, Duke United Way in North Carolina and South 
nas' schools. Employees tutor, serve as Power and local service organizations Carolina.  
guest teachers, as coaches and as big worked together to keep thousands of The Company's commitment to equal 
brothers or sisters of potential dropouts. people warm. Their generosity helped opportunity was also recognized during 
And Duke employees help organize and Duke's Share the Warmth and Commu- 1988. The U.S. Department of Labor pre
run Boy Scout troops, help feed and nity Challenge Heating Fund programs sented Duke Power with its Exemplary 
house the homeless, and contribute time, raise more than $2.1 million. Voluntary Efforts (EVE) Award for a pro
effort and money to countless churches, Through Share the Warmth, Duke gram to help minority high school stu

dents prepare for college through special 
seminars at Company offices. The Labor 
Department presented seven EVE awards 
nationally in 1988 to companies showing 
extra effort in expanding opportunities 
for minorities.  

Employees Meet 8 Goals 
Duke Power's employees met 7 of 10 

performance Employee Incentive Goals 
plus the bonus goal of cost reduction, sav
ing customers millions of dollars.  

Employees met or surpassed goals in 
reduced vehicle accidents, affirmative ac
tion, energy management, fossil produc
tion, nuclear production, power plant de
sign, quality of nuclear operations, and 
cost reduction.  

Achieving the goals earns employees 
extra Company contributions to the 
Stock Purchase-Savings Program for Em
ployees. In the eight years of the goals pro

Duke employees have given their time and talent for many years to community gram, employees have met 66 of 85 goals 
organizations such as the Boy Scouts. In addition, Duke subsidiary Crescent 
Land & Timber Corp. donated valuable lakefront property to the Boy Scouts' for a 78 percent success rate.  
Mecklenburg County Council in Charlotte. The council was able to buy land Ten new goals plus the bonus expendifor a major new Scout camp after it sold the property in 1988. ture control goal have been set for 1989.  
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T H E Y E A R IN R E V IE W 

School children and adults throughout the Carolinas enriched their understanding ofancient culture through an exhibit at 
the Charlotte Mint Museum ofArt of works from the era ofRamesses the Great, Pharaoh ofEgypt more than 3,000 years ago 

Duke Power was an underwriter ofthe the exhibit, which drew more than 634,000 visitors over four months.  
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DUKE PO W ER COM PANY D uke Power met market-aremCay two 115,000
place challenges be- kilowatt cogeneration plants 
yond its traditional cus- to supply electricity to Vir
tomers and made gnaEeti n oe 

changes in 1988 that will en- Company Duke Engineer
hance the Company's finan- n e N a m ing will design the plants.  
cial growth and stability for In addition, Duke Engi
years to come.nernpatcaedia

A major milestone was th e other company's winning 
reached when the Company bid to Virginia Power and 
completed its acquisition of is Seffi L1 will design two other 
Nantahala Power and Light 110,000-kilowatt generating 
Company, headquartered in plants to supply that utility 
Franklin, N.C. Duke Engineering was 

Meanwhile, Duke Engi- Focusing on customers outside formed in 1987 to keep 
neering & Services, Inc., par- the utility Duke engineers and design
ticipated - with new ers abreast of new technol
affiliate Duke Energy Corp. ogy and to seize market op
and other clients - in bids portunities presented by the 
that will result in its design- evolving deregulation of 
ing and potentially opera- electric utilities.  
ting generating plants for a The plants involved in the 
neighboring utility bids will produce steam for 

Three significant steps were also made still pending. industrial processes at factories while also 
in other areas of expertise: Merchandising When the line is built, Duke will be generating electricity that they will sell to 
Operations launched a line of top quality able to supply Nantahala's customers Virginia Power.  
consumer electronics products; Crescent with supplemental power at a lower cost Duke Engineering and its predecessor 
Land & Timber Corp. began assembling than TVA's present levels, entity, Managment and Technical Ser
a real estate development team; and Mill- Most of the supplemental power sales vices, have designed 700,000 kilowatts 
Power Supply Company reorganized and from Duke to Nantahala are expected to of generating capacity for other compa
refocused its talents and energies on the be off-peak. Nantahala's power needs are nies since 1982.  
industrial electrical and high-tech equip- greater in winter, while Duke's needs are During 1988 Duke Engineering pro
ment market. greater in summer. vided engineering and technical services 

Duke Power obtained aa required regu- The Company formed a new affiliate in on 91 projects for 57 clients.  
latory approvals in 1988 for its purchase 1988, Duke Energy Corp., to develop gen- Choosing the Right Products 
of Nantahala Power and Light, an- erating plants outside the Duke Power For Today's Markets 
nounced in 1987. Duke bought the elec- service area. Duke Energy will jointly de- The electronic revolution transforming 
tric utility from the Aluminum Company velop with Transco Energy Ventures homes and businesses has created an 
of America for the net book value of its enormous market for products as diverse 
stock, $30 million. E.N. Hedgepeth, Jr., Sushr and rm-lkiy earrurigs as home camncorders and precision pro

(From i~nveebts and dregfied opiaoi) 
formerly a senior Duke Power executive, Millions of dollars grammable controls for industry. Duke 
was named chairman of the board and 20p Power is involved in both.  
president of Nantahala. In 1988 Duke's Merchandising Opera

Nantahala, formed in 1929, serves tions added consumer electronics prod
about 47,000 customers in a five-county ucts such as televisions and videocassette 
area of the western North Carolina recorders to its extensive line of appli
mountains, adjacent to the Duke Power ances, ranges, refrigerators and 

srieae.10.4 100dishwashers.  

servndtoceiz maketop 

Nantahala operates 11 hydroelectric 9.0 Duke's 99 customer service offices now 
stations and currently purchases supple- display sell and service practically any 
mental power from the Tennessee Valley home appliance conceivable. Customers 
Authority (TVA). Duke has received a are attracted to Duke's high-quality prod
certificate from The Public Service Com- ucts, convenient credit policies and out
mission of South Carolina to build a standing reputation for after-the-sale 
transmission line linking the Duke sys- oeai Insoie 

Powe Supplyn Company reorganized andyCopn hsbe 

ter with Nantahala's system. Certain in- estment Iome 

tervenors have filed complaints concern- Total subsidiary and non-utility income a leading supplier of high-tech industrial 
ing the transmission line with the North provided 6 percent of earningsfor electronic equipment since 1984 when it 
Carolina Utilities Commission, which are common stock in 1988. created a new division, M-Power Tech
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nologies. In 1988 Mill-Power improved its house team that will become more in- the ftimiture, home-building and paper 
competitive stance through a reorganiza- volved in real estate development. Cres- industries. In 1988 it harvested 35.5 mil
tion that transferred its utility purchasing cent in 1988 began planning a major lion board feet of timber and 42,615 
function to the parent Duke Power residential development of more than cords of pulpwood.  
Company. 600 acres on Lake Norman north of The Company formed a new entity in 

In the past, Mill-Power has had dual re- Charlotte. The development is expected 1988, Mint Street Capital Associates, a 
sponsibilities - selling electrical equip- to include a golf course, high-quality partnership of Duke Power subsidiaries 
ment and purchasing supplies for Duke homes on both golf course and waterfront with financial investment portfolios.  
and its subsidiaries. The reorganization lots, and marina facilities. Crescent re- Mint Street consolidates all financial in
will allow Mill-Power to concentrate on ceived rezoning approval for the land in vestments ofthe non-utility groups, and is 
its profit-producing sales activities. 1988. managed by Church Street Capital Corp., 

Meanwhile, Crescent Land & Timber Crescent manages 270,000 acres of a financial management subsidiary 
Corp. took steps toward building an in- non-utility propert supplying timber for formed in 1985. i 

The appliance stores in Duke Power's 99 customer service offices introduced consumer electronic goods - televisions videocassette 

recorders and portable camcorders - in 1988. The products proved an instant success: More than 9,300 units were sold in three months.  
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ACT ING ON 
T he electric utility industry is changing, and Duke Power is quicken. Looking into the 1990s, Duke Power sees a need for a 

changing with it. Increasing numbers of energy suppliers are new approach to business: more flexibility, more creativity, 
competing for customers, and the future is likely to bring an more attention to specific customer needs. And it all must be 
even more entrepreneurial environment. done more efficiently.  

In today's business environment an electric utility must ex- This new style won't be developed overnight. The first step is 
pand its market share and outperform many competitors in recognizing the need to change. The second is communicating 
order to succeed. To do that it must anticipate and meet cus- this need to every member of the team. Everyone must see the 
tomer needs, it must price its products competitively and it must benefits of change and know the danger of being overtaken by 
act quickly and flexibly to take advantage of opportunities out- change. Each member of the team must understand the new vi
side the traditional regulated arena. sion of the Company in a competitive marketplace.  

Markets already are changing, and the pace of change will The third step is acting on the vision, and that step must be 

PE 
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THE VISI 
taken individually by every employee of Duke Power The key to more vigorously in the future, not because of a crisis in the 
meeting the challenge of a changing environment is for each present.  
member ofthe team to believe in the vision and to set it into mo- Change is difficult, especially when the old ways proved quite 
tion by acting on it in his or her job day to day. successful in their time. But the vision of a different market and 

The Company sees clearly the need for change. To meet the a different way of doing business is taking hold throughout Duke 
challenges of the 1990s, Duke Power undertook in 1988 an ex- Power. To some employees, competition, flexibility and innova
tensive, carefully planned review of all functions; eliminated tion aren't just new buzz words. They are and have been the keys 
those not vital to serving customers or meeting competition in to more rewarding and satisfying jobs. Presented here is the 
the years ahead; and consolidated and reorganized where appro- changing world of Duke Power, as seen through the eyes of some 
priate to streamline and make the Company more efficient of those special people. N 
These steps were taken to prepare the Company to compete R ichard T "Stick Williams has seen impressed with our commitment to con

RICHARD T u k e Power Company from many trolling costs.  
"STICK"WILLIAMS angles. His experience in a variety of "Actions speak louder than words. You "STCK"Company functions is preparing can talk about controlling costs all you 

DEPARTMENT: him for a leadership role - but it also is want But the community respected the 
Customer Service confirming some personal observations: fact that me were willing to go through a 
POSMON: You can't hide behind excuses, and ex- very painful exercise in order to keep 
Branch manager, Shelby, N.C penses must either provide tangible bene- prices down." 
AGE: 35 fits or hurt you compevely Williams believes a company must ad
EDUCATION: These days Wilhams is gratified that dress challenges before they become 
University ofNorth Carolina at Chapel Duke Power is living by those rules. He problems, rather than react to circum
Hill, BS. in Business Administration sees the Company responding to a chang- stances. When he worked with newspa
CAREER PATH: ing, more competitive environment by per television and radio reporters in the 
Certified Public Accountant - Big finding out-anddelivering-whatcus- early 1980s, the Company's largest chal
Eight accounting firm, Duke Power tomers want. And he sees a Company lenge was winning public acceptance for 
financial analyst, cash management 
supervisor corporate communications keeping its expenses low rate increases needed to finance today's 
media specialist, investor relations "W've decided to face the new envi- baseload generating plants.  
manager, customer relations consultant ronment and we're not assuming any- "That was the first time I came face
1988 HIGHLIGHT: more what service the customer is going to-face with the public, and I found they 
Completion ofa summary billing proj- to have provided to him," Williams says. didn't understand exactly why a new 
ectfor business customers with multi- "Our biggest adjustment - but the most plant would cause us to need arate adjust
ple Duke Power accounts enjoyable part - has been finding out ex- ment or where the expenses came from.  
1989 GOAL: 19Tm GOnAobeteche:usoe actly what the customer needs and wants They didn't understand that this up-front "I'm going to be the chiefcustomer 
service representative of Shelby and and then being the energy company to fill expenditure was bringing more and better 
Cleveland County My job will be to that need." jobs to their community.  
know what services our customers need In his nine years with Duke Powez W1l- "I gave a lot of speeches and talked to a 
in that area and do whatever is neces- hams has become certain that customers lot ofpeople. If you could explain to them 
sary to deliver that service." have a unanimous concern: price. "We all the benefits, you'd be surprised at how 
QUOTE: "UThE:i n hn wn ob eti live and operate in an international econ- their eyes would open up, at how the "There is one thing I want to be certain 
of- that a customer never confronts omy now. Our customers need electricity screaming wasn't nearly so loud 
'the system.' I never want to hear that a price stability to remain competitive" he anymore." 
customer was told we can't do some- said. Because ofthat, he thinks customers By the mid-1980s, customers were de
thing because of 'the system.' Ifa cus- were extremely supportive of Duke's re- manding service - both in the quality of 
tomer has a need and we can meet it, organization in late 1988 in which 1,200 electricity delivered to their appliances 

theihar T.'l "Stck Williams has seenar.  

the w'lldowhtevr s ecesay" jobs were eliminated. and machines and in the handling of their 
"Because of Duke Power's unique rela- accounts.  

Ctionship with the community, I think cus- Wiams saw Duke respond with more 
torers were in general saddened that reliable and stable distribution systems 
some ofur people lost jo Williams that reduced volage fluctuations or dis
said. "But I think they were also rather turbances and with computer technology 
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that makes prcial data more readily f " Huffstickler said recentl -But 
available to customer service representa- philosophy has changed. We are 
tives. He also helped develop a computer TERRY HLER becoming more proactive. We don't wait 
system to consolidate business custom- DEPARTMENT: for a problem to occur We need to iden
ers' multipli accounts into a "summary Construction and Maintenance tfy the potential for problems and meet 
billing"package. POSON: that need before they happen." 

"Some business customers were getting Welding engineering technician Huffstickler is part of Duke Power's 
as many as 300 or 500 bills for various AGE: 38 consolidated Construction and Mainte
meters they had at widespread locations EDUCATION: nance Department (CMD), formed in 
across the service territory," Williams Limestone College, BA. in Business 1986 to continue Duke's pared-down 
said. "Now they might get four summary Administration;Richland Technical In- construction program as well astohandle 
bills each month that they can pay with stitute, welding maintenance and modifications at the 
four checks, and they can monitor their CAREER PATH: Company's power plants.  
energy expenses much more easily. Ad- Construction welder at nuclear sta- Formed partly from Duke's former 
ministratively it has saved them a tremen- tions, welding technical support in con- Cosrion Department, which has 

~~~. ~~~~~~~ ~~struction, welding technical support in bulDkespwrpatfomoehn dousconstruction and maintenance 
"It has been extremely satisfying to go 1988 HIGHLGHT- 80 years, CMD continues the Duke 

to our customers and say, 'We're going to Developed discussion groups within his Power tradition of do-it-yourself and 
make this work." division to improve communications 

Moreover, Williams sees enhance- among coal-fired stations, nuclear sta- For instance, the Company made a 
ments: Soon, industrial and commercial tions, design engineers and the mainte- modification in 1987 to improve the 
customers can get summary bills on mul- nance crews responsiblefor plant safety and efficiency of removing the reac
tiple accounts by computer tape. Duke modifications tor vese heads during refueling at Ca
may be able to bill some customers via di- to ifLu tawba Nuclear Station. Huffstickler 
rect computer link over telephone lines. velop proactive attitudes and to be- helped a special team evaluate the job.  

Though Williams has seen Duke Power come more involved in advance plan- "We looked at what hadtobe done" he 
change dramatically in just nine years, ning. We can be more efficient and we said. "We looked at the equipment we'd 
he's also seen it holi true to its deepest can make the organization more need, at the training required to use that 
commitments.efficient. equipment and the qualifications of the 
customers and the communities where QUOTE: "We need to be looking at the big pic- ~ l WOiul otejb 
they live is what has made Duke Power so ture in 1990 and '91. We need to select "We inlved the wholecre, including 
responsive to changes in the marketplace, the right people now who can develop health physics people we'd be 
Williams believes. the skills we'll need then" iniahot(radioative)area." 

"Not only is Duke Power going to bea Health physics personnel are son
different company," he said, "but it also is ble for limiting uclear plant workers' ex
going to be a more effective company. posure to radiation to very conservative 
Even though we're going to be different in and safe amounts 
many ways, our dedication to citizenship erry Huffstickler shifts mental "We evaluated what had to be done, 
and service is still going to be at the easily. He has to - his job in and we determined thatwe had the exper
forefront. power plant construction and main- use to do it ourselves instead of liring a 

"That has served us well That has tenance has evolved rapidly as Duke contractor to do it, which had been our 
made Duke Power Company successful Power has moved from a major construc- original plan," Huffstickler added. "We 
aniditwllcarry uswellHinto the futurerE tion phase to an emphasis on trained everyone in use of the equipnment 

ultra-efficiency and performed mock-ups of the work.  
Huffftickler's utility career started as a "In the end we saved the Company 

welder helping to build nuclear power right around a half million dolla." 
plants. Today he is a welding engineering The work CMo must now do is co
technician making sure that Duke Power plex and requires precise communication 
has the equipment and expertise to per- among engineers, plant operators and 
form needed jobs, and that jobs meet engi- craft workers, including welders and tech
neering and government codes. nical support people such as Huffstickle 

When Duke's major construction pro- To ensure that communication, 
gram ended with the completion of Ca- Huffstickler developed discussion groups 
tawba Nuclear Station in 1986 at eachplantsitein DukePower's Central 
Huffstickler started looking to what he Division where work was being done. The 
calls "the big picture" - anticipating groups include himself, a craft worke a 
plant maintenance and modifications plant representative and someone in 
one and two wears in advance charge of scheduling work.  

"During construction we 'fought "Every quarter we sit down and look at 
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what's been done and how we can im- been difficult and has requiredtrining 
prove it. And then we identify problems and learning new procedures.  
from the past and potential problems in "We are really a child as an organiza
future work so we can correct the situa- tion right now," Huffstickler said. "We're 
tion or look at methods that might pre- developing a new philosophy.  
vent them from happening" Huffstickler "We're bringing the craft people more 
said. in touch with the management level, 

"We want to develop good lines of com- we're becoming a flatter organization 
munication with our clients in the fossil with fewer levels of management and 
and nuclear production areas. We want to we're beginning to let lower level employ
show them our willingness to do the work ees share in the responsibility of their 
for them, not tell them how to run the jobs.  
plant." "We are doing all the things that are 

* thinks that a sense of pride right in line with what we needed to do 
is paying off for CMD The transition going from a construction operation to an 
from construcon to maintenance has operating and maintenance operation.E" 
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KAY SAVILLE 
DEPARTMENT 
Marketing Program Development 
POSMON: 
Manager of marketing advertising 
AGE: 37 

EDUCATION: 
University ofNorth Carolina at Greens
boro, B.S. in Business Administration; 
Duke University, Master ofBusiness 
Administration 
CAREER PATH: 
Consumer education representative, 
residential energy specialist, marketing 
strategist 
1988 HIGHLIGHT: 
"We did a lot of market research on the 
new heat pump program. You're going 
to see the results of really listening to 
the customer andfinding out what he 
wants from us." 
1989 GOAL: 
"I want to make advertising work to 
meet our sales objectives." 
QUOTE: 
"It really comes down to the fact that it 
is so competitive out there." 

watching and listening to a dozen 
Duke Power customers on the other 
side of a one-way mirror.  

The customers respond enthusiasti
cally to what they're hearing: descrip
tions of Duke Power's highly efficient all
electric Maximum Value Home. M.B.A., eight-year veteran of marketing pump campaign, commercial heating, 

These customers don't know it, but the and customer relations - is even more lighting and cooking programs, and 
marketing firm that recruited them to this enthusiastic about what she's hearing many others.  
two-hour "focus group" is working for than the focus group participants are. "We're not trying to fit the customer 
Duke Power. The Duke Power employee Their response suggests that Duke's into a mold, to tell him he needs some
behind the one-way glass - Kay Saville, "Max" is on target. thing we have to sell. Back 10 years ago, 

"We have to respond to the market out energy was much more scarce and the 
there," says Saville, one of the first three focus was on load management. Our 
employees in Duke's embryonic Market- marketing effort back then was to educate 
ing Program Development Department customers on the value of electricity and 
"Everyone's agreed that we are going to on how to use electricity more efficiently.  
do more market research and respond to That's still an important job.  
what we find." The exciting part of this "But today we want to develop 
process is that Duke is modifying the way programs and services that the customer 
it does business because of customers' really needs and wants." 
wants and needs, Saville notes. Saville has seen Duke Power grow and 

In the past three years, Marketing Pro- adapt to its changing environment. She 
gram Development has developed the joined the Company as a residential serv
Maximum Value Home, the high-effi- ice representative in 1977 when Duke 
ciency heat pump Comfort Machine Power acquired from the University of 
campaign, low-interest heat pump North Carolina the utility system serving 
financing, the HERO industrial heat Chapel Hill, N.C. What first impressed 
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h&r - and the residential customers she gram Development Department in 1985. steeper challenges of utility competition 
served in Chapel Hill - was the commit- She immediately went to work on the await the Company's efforts. But Saville is 
ment to individual customers. Company's first Five-Year Marketing enthusiastic and optimistic about em

"I found the customers had never had Plan designed to boost off-peak and stra- ployees' abilities to meet the test, and she 
the option before of having someone tegic sales. The marketing plan is part of sees clearly just what has to be done.  
come by their house and check the insula- an overall Company business plan to con- "We're going to have to continue to lis
tion for free and make sure their heating tinually increase common stock earnings ten to customers - really listen - to dis
system was properly installed," she re- and dividends without raising electric cern their wants and needs" she said.  
called. "That was very well received." rates through 1992. "And we're going to have to be real 

Saville's extensive background in cus- Since 1985 the challenges inherent in flexible in offering program options and 
tomer relations served her well when meeting those goals have become ever services. It isn't going to be plain old va
Duke Power formed its Marketing Pro- more apparent. And beyond 1992, the nilla electricity anymore." U 

RODNEY RAMEY 

DEPARTMENT: 
Customer Service, Greensboro, N. C.  
POSITION: 
Line technician 
AGE: 34 

EDUCATION: 
North Carolina public schools 
CAREER PATH: 
Line helper line technician, leading 
salesman in 1988 Safe Light sales 
competition, line crew leader under
ground distribution system 
troubleshooter 
1988 HIGHLIGHT: 
"What I learned during the Safe Light 
competition has proved invaluable.  
When you talk to a customer he's the 
most important customer Duke Power 
has. Ifhe's got a problem, you give him 
the satisfaction that the Company did 
something about his problem right 
there." 
1989 GOAL: 
Helping to rebuild and maintain a 
more sophisticated underground distri
bution system serving downtown 
Greensboro.  
QUOTE: 
"I know people depend on me. A power 
outage in a 22-story downtown build
ing is a serious problem, so we have to 
keep our service reliability high. It's a 
job that's needed, and that makes me 
feel good" 

cian makes him responsible for see 

ing that electricity is delivered relia
bly, efficiently and safely tc 

customers' homes, businesses, schooks 
and churches.  

But it also makes him a pretty good 
salesman, because he usually knows just 
what Duke Power customers want and 
need. Ramey was the Company's top 
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seller in 1988 of Safe Lights, a special out- ice hookup a day early; returning a loose 
door lighting service. The Safe Light pro- pet to its fenced-in backyard.  
vides night-time lighting virtually any- "Electricity is a 'guaranteed' commod- DoNBLACKMON 
where on a customer's property, and one ity to most customers," Ramey notes.  
low monthly fee covers installation, "When the lights go out, they lose that sta- Duke Engineering & Services, Inc.  
maintenance and all electricity bilizing force in their lives, and there's PosoN: 

A key to Ramey's success in selling the nothing they can do about it. Manager business development 
lights was seeing the world from the cus- "Even though it's cold, and you've been AGE: 40 
tomer's perspective. For instance, one out in the weather for 20 or 30 hours, and EDUCATION: 
customer had a problem with thefts at a the work you're doing is extremely dan- The Citadel, BS. in Civil Engineering 
farm equipment sales lot. Ramey saw that gerous - it can kill you - you're excited. CAREER PATH: 
a Safe Light near a fence at a dark, vulner- Everybody else is huddled around a fire- Duke Power engineer working on de
able point would discourage intruders. place wondering why the lights went out, sign, siting and licensing ofhydroelec
The customer bought 10 Safe Lights. and you're doing a job that's needed." tric, nuclear and coal-fired stations; one 

Another customer with a walk-in busi- In more than 16 years Ramey's han- of original team to market Duke's engi
ness had a poorly-lighted stairway. died every job a Greensboro-area line e e through vice Management and Technical Services 
Ramey saw that a Safe Light could help technician has to handle, from routine (MATS) organization 
prevent accidents - and lawsuits. service calls to resolving sticky customer 1988 HIGHLIGHT 

"Those experiences have given me a complaints to selling new services, such as Proposals that will enable Duke Engi
broader outlook, even when I'm handling the Safe Light Currently Ramey is help- neering to design a large portion of Vir
complaints" he said. "You don't go in ing to rebuild and maintain the down- ginia Electric and Power Company's 
and tell the customer what you're going to town Greensboro underground electrical new coal-fired capacity 
do. You listen to him and find out what distribution system. The work is demand- 1989 GOAL: 

the problem is, and then you fix it." ing because problems in underground and me peop e o bepe rsntompet
Ramey doesn't just turn on his atten- systems are extraordinarily hard to trou- itive strategy. Risk taking is the key." 

tion to customer needs when he sees an bleshoot. Yet reliability is essential in QUOTE* 
opportunity to make a sale. It's part ofhis office towers where thousands work. "In order to be competitive, everyone 
approach to his job, even when customers Thanks to line technicians like Ramey, has to have a job that causes them 
might take his efforts for granted. He's Duke Power has one of the best service re- some grief on a daily basis." 
made thousands of contributions to help- liability records in the nation.  
ing customers: working long hours in a In his time at Duke, Ramey has seen 
midnight blizzard to repair downed lines; constant progress. More and better equip
responding rapidly to a downtown power ment, an intense, high-quality training 
outage; working late to make a new serv- program and an emphasis on customer on Blackmon has a fascinating view 

service have led steadily to improvements. of the competitive marketplace. His 
Today, crews of two or three technicians job managing business development 
do the work of seven or eight people 16 for Duke Engineering & Services, 
years ago. Inc., gives him a "window" on a world 

"The Company is becoming more quite different from traditional utility 
streamlined and more efficient" Ramey business.  
said. "We're using more equipment ver- After more than a decade of working 
sus manpower, and we're focusing on on power plant licensing, siting and de
trainingprograms.TheCompanyismore sign, Blackmon joined Duke's 
competitive with the prospect of deregu- Management and Technical Services 
lation. We are very customer-oriented (MATS) organization when it was formed 
now. in 1982.  

"But you know, we have always been Designed to market Duke Power's 
customer-friendly. That's an '80s phrase, technical and engineering expertise to 
but it was our business in the '60s and '70s other companies, MATS was a forerun
too." ner of Duke Engineering, a subsidiary 

The greater emphasis on efficiency and formed in 1987.  
on extra measures to meet customer "I think we were a little naive when we 
needs that Ramey sees comes at a time first got started, but it was a worthwhile 
when markets are changing. endeavor" Blackmon recalls.  

"Customers expect a lot more from us MATS' original mission was to serve 
today," Ramey said. "They don't just internal Duke Power needs as much as 
want the lights on. They want to feel that those of outside clients. For instance, one 
they're important, and we're going to MATS aim was to hone the expertise of 
treat them that way"E Duke engineers and designers by allowing 
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them to work with state-of-the-art tech- Blackmon said. organization, with people doing the work 
nologies at a time when Duke was enter- Duke's engineers found that price and and taking direct responsibility for their 
ing a lull in its own power plant design speed counted for far more in competitive work rather than a large management 
wofr bidding than whatever rated third. team, the work could be done very effi

"But we quickly found out that the "What MATS did best," Blackmon ciently without a great deal of risk." 
marketplace wanted a whole lot more," said, "was demonstrate that, with a lean MATS learned that it could compete 
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wholly owned subsidiary with a perma- of the competition when it came to tech
nent staff of engineers, designers and nical expertise, such as designing 
other technical specialists But it still de- cogeneration plants or providing the tech
pends on other Duke Power departments nical advice and organization to a group 
to staff some projects. of nuclear utilities facing licensing 

The result has been that Duke Engi- difficulties.  
neering exposes a wide spectrum of Duke "We are making changes that we are 
Power employees to the discipline of the going to have to make to be competitive," 
competitive marketplace. Blackmon added. "We're getting there, 

"Anything we do, we have to do it fast, but we're not where we want to be yet.  
and we have to do it right" Blackmon "We're getting more cost competitive.  
said. "If we don't, the competition will eat We're finding ways to cut costs every day.  
us up. What we've found we needed to do And we are working to identify speci
at Duke Engineering is force the person fically which markets we want to pene
with the technical expertise to make the trate - what businesses we are in.  
decision rather than sending it up the line "I'm very optimistic about Duke Engi
for a decision. It will be critical to make neering. We have a fantastic cadre of re
decisions faster." sources in Duke Power who can do any 

The mission of MATS shifted over the kind of electrical utility work outside 
more effectively when project teams took years until, by the time Duke Engineering Duke. Considering the culture that we are 
direct responsibility for the end product. was formed, earning profits for share- moving from and the culture that we ulti
The resulting project organizations holders had become the primary goal mately need to be moving to, we're doing 
worked so well that Duke Power organ- And the organization had become well.  
ized its current Bad Creek Hydroelectric tougher and more resilient in the "I think you can take Duke Power 
Station project along the same lines. In marketplace. Company employees who have been here 
the fall of 1988, Duke Power's entire de- An important lesson was learning for years and make them entrepreneurs, 
sign engineering department was restruc- strengths and weaknesses. MATS and provided you're willing to give them the 
tured along project organization lines. Duke Engineering were at a disadvantage authority and the responsibility to make 

Organizationally, MATS was treated as in competing for jobs where other bidders their own decisions, and provided the re
another division within Duke Power that hired unattached, non-specialized work wards are commensurate with what they 
bid on jobs and assigned employees from crews for specific jobs and dismissed produce and the risks they take.  
various Duke departments to them. In them afterwards. "The folks we have on board now are 
1987 Duke Engineering was formed as a But Duke Engineering was well ahead those kinds of people." U 

Building A New 
Duke Power Together S uccessful employees are using successful strategies on the come more like a consumer-product company Duke employees 

job. A basic tenet of those strategies is the realization that ms niiaecag n efeil naatn h on 
every job means a customer - whether that customer is a pany, its programs and services to that change. The old saying 
factory superintendent, a family heating and cooling its from the retail world, "The customer's always right," holds truth 

home, or another Duke Power employee doing his or her own for utilities, too 
job.b . L i Don Blackmon in the rough and tumble world of com

To succeed in the even more competitive 1990s, Duke Power petitive engineering, Duke employees are learning to expect in
employees will have to show the same traits and attitudes as convenience or "grief in the process of meeting marketplace 
Rodney Ramey, Stick Williams, Kay Saville, Don Blackmon challenges. Like Rodney Ramey, who showed customers that a 
and Terry Huffstickler Safe Light could prevent thefts or lawsuits, they're growing more 

These employees are attentive to the changing nature of the entrepreneurial 
electric utility industry. They try to recognize what a customer And like Kay Saville, Stick Williams and Terry Huffticklei 
needs to improve his life or business. They are efficient, and they they're focusing on listening to what customers, both inside and 
are resourceful. They find new ways to do things, as Stick Wil- outside the Company, say they need and want.  
liams did in developing a way to consolidate commercial cus- Dukes employees have always been behind the Company's 
tomers' multiple accounts, or as Terry Huffstickler did to per- success. Today they're making the changes that will carry that 
form plant modifications with existing crews. success into the 1990s and beyond. U 

They're ready for a future that demands that Duke Power be
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Dividends on preferred and pren ce .stocks......I......53 "5, 

Earnng pershar befomn u~multv efecxt of 
chang in accounting method ..... ........ 3"$.0W 

Caunatve effect ofa chang in method of 
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Consolidaed0 Statements of Cash Flows 

D o~asshwd arwend Deber 31, "a8 19INM 

Net income ....................... . . . . . . . . . . . . . . . . $ $ Mr9 
Adjustments to reconcil net inconse to net cash imoviled by almrating activities: 

No.-c..h items 
Demociation and aoutiation (Notes I and 11) ............. 632,866 616,9:56 477,423 
Defedincomnemtassadinvestment tax credit, 

net ofamortiaien (Note 4) .......................................- (16499) 82,623 161,596 
Allowane for equity fund sged during construction .... . ... .. .. . ... . .. .. (52U1,6 (36,742) (52,444) 
Purchased capacity levatuation (Note 3) .. .. .. . .. .. .. .. ... .. . .. ... .. ... (95,738) (134,452) (77,258) 
Panvision for abandonmsent loss (Note 13) .. . .... .. .. . ... . ... . .. .. .... 88,78 

Cumulative erect of a dhange in mnethod or accounting for 
unbinlearevenues,anetfincome taxes (Note 1) ..................... (12,255) -

Ot enet ........ :........ . . . .................. ....... 62,M9 46,367 (2,837 
(Inenwase) Decrease in 

Ac ntsereceimvbe.........................................I.. (s,464 (6 Ws ) (a1,se2) 
Maeials and suppies ........................................ .. (42N3) (15,837 43,36 
Irepaym ents ..................................-.............. . 1,630. 1,323 (371) 

Increase (Decrease) in 
Accounts payable ........................ I.................... 41,935 42,396 (11,606) 
Taxes acerued . . . . . . . . . ............................ (0 0) (.54,692) 51,359 
Intaeestaaced and other liabilities. . .. . ... ..... .... I.... ,6 (43) 45496 

Trotal adjustments ....................................-......... ... s3.t47s4 39 4 W 

Net casth paovided by operating activities .. .... . ... . . ... .. ...... .. 1 2 S041737 93,04 

cashefloskm finesonacavioles 
Consbtrde expenditages and investament iuclear fuel . .. . . .. .... ....... 1 (740,8W4 (64Z388) 

ProceedBTfismsale ofagsets ........ . . ........................ 23,4-6 
Net changeoin inveshment securities ... .. .............. ................. 185 55656 151619 

Niet cashmued in investing activities ............................ .. (72741) (661,732 839 

onshesustem n a eeies 
Proceedstioon the lesmance of 

Firstand refimdiag mortgage bonds ...............................- 245,866 394 06 
Poandton-connerl bonds .... .................................... age 38734 7,25 t 
Nudk ea t rsts...... . . ........................ .. ..... .. 8 ,1 7739 5 7 
Pseasonasstocit ................................... . . ........ - 49,563 " ,612 

Payments fr themedesepimofa 
First and iefeadisg sortgagibonds .. ........... ........... (285,752) (X95) 
Ralutionastrat bonds. ............ ..... . . ............ .- (25,Q0 
Nuclear fuel trusts ........... ............... .&9,612) (76,)357M 
Preferred stock ... . . . ... ... .. .. .. .. .. . .... (8,025) (50,W4 ) (104,77 ) 
Term notes. .. . .. . . ... .. . . . . . . . . . . .. .I. . . .( 9 7 5 

Payments under capital lease obligation ........... ..... (4,34) (3,82) (3,647) 
Divids aid ................ ..... ... 4.964.. (33L,691 (325,991 

Net cash used in financing activities 3........54)...... _(362,)10164 

Net increase (decrease) in cash .......... I............(933) 17,895 871 
Cash at beginning of year ........................ .15 ,64Z4 

Cash at end of yea .. . . . . . . . .. . . . . . . . . .6.. . . . . .2 76 L _Ll 

See Notes to Gmsoldated Finnia Statemnt PAGE 24 
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Consolidated Statements of Capitalization and Reand Earnings 

Do~xnin uan& .c 13, M19 

Common stock, no par, 150,00400 shanes authorized, 101,272,023dmhaes outstandin 

for 19!88 and 101,258,731shames outstanding for 187 .................... $1 45 $,6,7 

Retainedean n............. .... ..-.-... .... ..- -- -

Totalt om onstock equity .... . . . . . . . . . . . . . . . . . . . . . ,3 

Paened and positnce stocks wisheet sinkingfun ageqives N 8) ......... 427,s 42& 0 

1 srenai swss witbskridg fund requirements (Note9 ....... . .. .25... ..... 263 5 

c.ne debtieNoe 10)cndbt 

Fistan sofdng ........ond ... ..... .. . . . . . . .2.. .. . . .29& M 26 0 

C ~afdiu anae rman.. s. ock... ............... ........ .... 55 7,0 

OgdW al uite of nm~a e t ............. ....... .. .. .... -4 31 5 

_4299 173 

Tot dterctionst.... .............. . . ....... .. 4..333.3 4 9 

-- se e ear . . .. . . .. ................... sa se..,....$ .2 e.2 

sTo' c a ,.s~f addift S........ !if 262 5 

Do~am~buwm$ Yu wod Dcw~-31 NO198' t 

P~--4'> Em 

Bskmm~~~~~~~~~~~~~~~ Bemigo >....................$,1; 
10184 

Add~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~~~~- - e>4on ............ I............... S& 0,9 

Total .. . . .. . . . .. . . . . . . . . . . . 0 0 

Deduc 

Baow - End ofyar.... ......................... $X 40 2 
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Not 1.RIncoeTes 
Summar of Th Company and its subsidiaries file a consog.- projects, and short- and intermediae-term 

dated federdl inctome tax retun. Income taes investments.  
Acconti Poid es are a9enated to each compay baeon its sep- Defen-ed income taxes have beca provided ior 

rate cm anytxbincomea orls.fmingdifmernesbotweebookandimxincome, 
Inoe mae alicaaed tonn-electri op- principally reu tn racceea. ax w-re 

eiaon ude "ther income- and to cdtri ation, levelization of ptirchased. power costs 
operatn exene The"Inome taxes -- credit" canceled construction projecisd ubi~ud aev
clasfedeunder -Other income" resulfotaxestes. Investnent tax credits e dented and 
desd eset of west casts reang primarily to amortized over the estimated usefi as of the 
inaestments in CWig, canceled construction related properties.  

G. wanrtiedDebt Prmim, Disemeant and Expense 
Expenses incurned in connection widh the isu- respectie isses. Also, any expeans oapre 
ance of presenty outstanding long-tean debt, saines associated with rfnci arWCM5 
and premiums and discounts relatiog to such debt obligaions are being amortized ovr 1he 
debt, ame being amortized over the terms of the lives of the new issues dflong-term debt.  

IL Fel Cost Augumnent Procedures 
Fuel costs are reviewed semiannualy in the dered the Company to follow these defenred ac
wholesale anad South Caratina reta jursic- counting procedures in its August 19116 od4 
tions, with provisions for changing such costs in which was effitivefor periods unnaw Janu
base rates. In the North Carolina retail juriodic- ary 1, 1986. The prospective adjustmnent in rates 
tion a revieweoffuel costs in rates is required an- of ast over- or ender-recovery of feel costs was 
muanlyand duringegeneral rate case proceedings. chaknged in the North Carolina courts The 

All jurisdctions allow the Company to adjust Nordh Carolia legislature unted a hill in July 
for past over- or under-recovery of fuel costs. 1987 assoling the legality of such adjustments in 
Theretom the company reflects in revenues the rates and required a study afthe appropriaeness 

dii bnetween actul fuel costs incured and ofanuch ajsmn.The bill has a suinset pron
fueleasss rcovneenhough rates. alon eetie July 1, 1989.  

The North carolina Utiities commissioni or

.Oer Inestments 
Othe rivsaments, wichi consist primarily of cost or market value. A itr-end As cost of 
adeake securtde are staeed at the lower of ..es .. uite .prm e .ake . .  

The Fmnancial AconigStandards Board is- to conform to the new paentatum For pur
sueda samen doimgteinmplemntation poses of the Consolidated Statelats OfCash 

ofte CnsoidtedSlaemesoftCash Flomnd Flows, the companysinvestmsn ailti lig q.  
gM Tie s axW siatenments of cash aid debt instruments with a aqul oif thre 

inkm os reacesthiStaemnt ofrChangesi i months or less are included in cashflows from 
anciali Position poided nprevious years In- inessins activities 
fuorman for 1987 and 1986 has been restated 

Note 2.The North Carolian Utilities Commission and 9-55 percent effective November 1986, in 
Rate NCUC)and ePublcSie Comminsindf the@ tholinaand SuCarolinaresailjor
Nb~~~tersSosthcarolina must ape rlates forsretail ales sdc iosspectivel Tlhese inceaes provided 

widthiahir respective states. The Federal Energy for recovery ofthe Company'sinvestmentai Ca
Regatory omaniad must approve the Com- taba Uit 2 and payments related to the pur
penty s ates for sales to wholesale customers. chaed poer contracts with The plant's other 
Hamveu, sales tte other joint owners of the joint oeras The NCUC ordr has been re 
Catawba Nuclear ttion, which previously rep- amandd toth Coomissio (see NCte 13).  
resened a substeadialatiority ofthe Compay's Tie Company reduced roetail rates by 2.3 per 

whoesae r ds re no rst though o-can ceonanur 1, 1987, and byan a foa 3 
tealagreenmentsr(seelNote 3). percentonil January 1, 1988. 'lles reductins 

Changes in retail rates implemented by the recogniz the lower corporate mncome tax rate in

Company sincie Januay 1, 1986, include rate in- cluded in the Ta Reform Act of 1986.
crases of 6.73 percent, effective October 1986, 
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Note4. Icoin tax es onnoo dgfmei 71,101 78g mtouns 

Anmerixenr nelatdt ecoepnsedoes..... (2,t) (653 

UF ledera enues.................... ............ (W3,9$5)6,3 4,) 
Coaltefb. nd. ede. option.......................... (2l7 7789 

Caplawed e, np yebnfstt .......... 397 , 
Ex sthr ................... , .................. 75,1 92 1806 1 8 2 

D efe ....... e t.a... ... ................... 11,81 2 91,204" 
Amerdhzedon of daeenentci). co.s. . .. .. .. .. . 2 (1,11) (264"189) 

laosedtaxes abandonesen tc ......... . ... (34,967) -,1 1, 
nOnherl.... -.... ne.......... .................. (3,547) 40,3697 2,2 

Incent e s -cdedi... ..................... ....... 11,l12 1022,555)0 

Total incomse taxe related to eleher icopnses 27, 4, , (Sl601815 

Thoe aent inconse t tear wnere$3,4,0 ag a e 

$251,0,00 for -96 othr nths a.........n...s,. s3at" 4,3e,7847oo16 
Income taxes weredi ....4.......60 for, 1988, t(32 e ncn16t3e 

Thtaticorees tne paid ere $2 ,200,000o 196 
f1988, $29, ,000 for 1987 and $2039,9639,12,000 o,1 7an 

Z,2200fr1MOfteeaiutsae$6,KWfor 1986. O m ~u e 
income taxes difere fromamountscopte by appyinred statutnory taxs rae o 7 0 pfot 

f198 1987 

Income taxes on pretax income at the statutory 18 9719 

federal rate of 34%-1988, 39.95%-1987, 46%-1986 .. ... . $224,967 $350,970 W46 
Increase (reduction) in tax resulting from: 

Allowance for all funds used during 
construction (AFUDC) . . ... ... ... .. .. .. .. .. . ... (23,128) (18,897) (039 

Amortization of electric investment tax 
credit defenals .. .... ......................... (18,711) (24,109) (4 1 9 

AFUDC in book deprciation/amortization .. . ... .. . .. 31,883 36,520 4,7 
Deferred income tax flowback at rates higher 

than statutory ................. ... ............. (27,989) (7,268)(2 6 
State income taxes, net of federal income tax benefits ... 30,928 38,110 2,3 
Other items, net ... ... . . . . . . . . . ... .. . .(4,407) 2,998 (,0 

Total inmome tax expense $213......... M,543* $378,24 2.5 

*Excludes income taxes of $63,803,000 related cag ntemdo.o conigfricm 
to unbilled revenues. Such income taxes are in- txs becasfcto fcr=ieso h 
cluded in -Cumulative effect of a change in Cnoiae aa hesWl hne hr 
method of accounting for unbilled revenues" wl en aeil feto h opn' e 
on the Consolidated Statements of Income. uso prfo&TeCmayi eurdt 

The Financial Accounting Standards Board ipeetti cutn tnadb 90 
hasCosliae Balance Shet willmen chtwilrqur 
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$40,707,40 especiel ($20 9 Qg) 

at 6 ~The Companwy Ind nmsd shest-te aedi J& acsi54 ban&& Asofeedr3,198 
Short'nncilities Of $360,70,0 with 54Qurca Me :Company 8 16339enpokwi& 

Borowigs nd banks as 4Decmber 3 1, 198, andfteedr Aese tfasSltna ldt Compants% 
Compnsaing-alace 1% 97, and$3061500Mwith56 eni cash Whmees W.'aihndt Arragemets Inksas ofDecember 31, 196.,T=a&fciliie bobt for *erd beCn 

am on a fee basis andfo npnedwbac pany has so formnd as
bai.Included in thes 10i aiiisi agmnt.T opneead a 

$95,000,000 ofwihM iteteCompany haduesg balance 
to the 1984 issu and$5,04i w0rphRgisemnt -o S$1,55M 6ad18 
t 198 7 issues of anea scada r 4o,9 fo 98.Th 

A n bm Womwedeedhet~er itelik ithdrwalwith respect to tihe funds 

in 1988 the COMPaMsaaaan ua4i 

Dag Compafst stok ines. ro themdcanlMdis4%ig 

yethe CmefnwAs ADcmb 1 98,,$ h 

PrereedSock $1 A, 1000A 

Preened* Stock Abcid A, 10,00,a 

stoc valued at par The Mn ~ at R~tete 

ye a-= s..  

4.50 C - - - -- -- .- .. . 964 350000 $ 3500) $ gCpo 

6 7 2 % E . . . . . . . . . . 9 6 8 3 01M3 , 03 , 0 
.70% E . . 1 7 # S 6 ,0 

U M2 0 G . . 19 7 .0 0 6 0 ,0 00. M 

7."0 R . . 197 . . ......  
8.23% K . . ... 197 . .  
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Note 9.A 
arwue s 

-stcks The fnwin 4wv ofsoc ee ansfmminal Px~encledSlock $100 A A 
Wit Skin fnd witherw meA kng fst e ueme...nasd o redeSack A 2s OA O 
RequremntsDecmber 31, 1988 pa 197: 11adgceaStoc 100 15, 

puremred stoc ithninkinstanmdsequiwmentsad fDecemters3L 1g8swns1a8, werasinags 
(dollarsin shousnYeresha 

504000 - A041 
8-20% J .......... . . .. . .. . . . 9 7 3 00 0 3 ,0 

384 e0 - 38P00 

&75% L .......... .......... 1987 _Mo0 3B 54 

8.84% N .. . .. . . . . . . . . . . . . . 17 41,_0 4 , 5 I 

T,8 5 al ................. . . s986 5 0s V 
he nnua inking fund re irements Thcalsoionfrth me 

t.ou% 199 $8 0,000 n 1989, 1990, and (ra4fee 
819% 95 125,000 in 1992; and $1,025,000 indeap.ion 2ice 62,0o0) (Z= 

ft~ugh 199 6 0,000 10,90, adk0d d w ok ecf ai e 
1991; $9, 9970i 100,00 ad$1005,000 indmto rcsntxwigWp eto 

1993. Some additional redemptions are Pennit- Paralues, Plus acnadated 0 to 
ted at the Company's option. demption date.  

Note 10. First and refunding mortgage bonds outstanding as of Decenber 31, 1988 and 198/, were asdfovows 

Long-Term Debt (dollars in thousands)
vear Ya 

Series Due 1988 19,87 Series -Due 1988 1987 

(contime4 
4V/2% 1992 $ 50,000 $ 50,000 8% 2007 $ 119,500 $ 119,500 
41/% B 1992 50,000 50,000 93A% 2008 120,610 120,610 

4V2% 1995 40,000 40,000 1075 2009 145,050 145,050 
8V2%B 1995 125,000 125,000 12%% 2015 62,916 62,916 
71/s% 1996 100,000 100,000 10%/% B 2015 50,000 50,000 

7/2% B 1997 100,000 100,000 9% 2016 175,000 175,000 
5/% 1997 72,600 72,600 8/2% 2017 150,000 150,000 
61/% 1998 68,500 68,500 
7% 1999 56,075 56,075 Pion-Cotro 

8% B 1999 64,739 64,739 9%A% 2013 77,000 77,000 

8 V2% 2000 69,244 69,244 6,125% (1988) 2014 40,000 40,000 

8%/% B 2000 95,635 95,635 4.70% (1987) 
7V/2% 2001 97,900 97,900 6,25% (1988) 2012 20,000 20,000 

7%/% B 2001 38,050 38,050 61/2% (1987) 

7%/% 2002 78,100 78,100 5.85% (1988) 2017 10,000 10,000 

7% B 2002 67,900 67,900 4.10% (1987) 
7/% 2003 94,872 94,872 5.45% (198) 2017 25,000 25,000 
81A% B 2003 98,050 98,0:50 3.95% (1987) 
9%/% 2004 95,623 95,623 Le:Fnshl 
9V2% 2005 92,800 92,8211 
8%% 2006 96,850 96,850 

Total .. .. . ... .. $2,630,303 $2.60 -506 

Substantially all electric plant was mortgaged as of December 31, 1988.  
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Not l& kwvt Paul net of samount cMphkald, wa Annua salarities thrvog 1993 iwv 
'ArmDebt $222182,00, $227,557,00 and $25,628,00aMitamt 4e$6awsi 

(C~madj fo~rtheyeaseededlkember3l,1988,1987and ing fiw under the Comnstl nu 
1986, cearki feets trete manfiieswareeedonsi 

The annea aatrities of long-tm det in- mated fuel consumption. Instead ofan 
cuding capibed lease xipal payien4 payments, the Compay inltends Wot rafid 
through 1993 are $43,318,000 in 1989, of additioal nuclea feeto t trustsia 
$30,176,00 in 1990 $28,184,000 in 1991, commL' 
$106,237,000 in 1992 and $6,813,000 in 1991, 

Noe11. he ODsuci Ofa the Cherokee and Perkins As of December 31, 1988 and 1987 e al 
Cacled Nuclea aioswas canceled All retai rsdo- ances for these canceled poetadt of aot 
rantlctiont tions haw pemitted recotry of flhe ineared saionwereS296,269,00,and$400re5 

Projets csts.Thes costs are. bein amsized piani- spectively ($182,542,00 and $251,085,"1 e 
pa~y Ovr a 10-yea period beginin Oco)ber of income tax benefits, respectivel).  
1983. (See Note 13.) 

me 1 The Company and its opeating subsidiares, h btm aotdtepwmmo l 

Comy which Maintan its sewn saiefnt m9 SA 7 E~w wmt b 
nel=4ea ,8e<Ot dlnefmessbsainedy ei tsa as their , 97.leak no 
*upingern The: beadisse based on yewms of dWi es=Cq wgd,1aTee 

ceilthk Service and th eeployees average udlsviraopeOmec* u v 
Compensation beeod wa the highet coin-PuMa- 1W&IMfrPvu emh ntbe lion during a commeatihe sisY-Mous pefon t.  

Ta bmssalis are seduceS(t aSocialSesily ad- A wnfitoofheimdswdte 
smet for engnus esn-eot r MAd forlay may-f sevdes ot" pla todiftesenic 

sioSsptmber- f dearneampanysp* n i a -t (emi 

theves nebeadatsddfotiltina 
chage n ensonexpns latht 9ts 3 

asestated.  

andie 18 is ad te9ows (daia- 4ted 

Nmetedbopene . ...e...  

Accaissaledsim cogg te ................... s 

Enirnatut aluUSIA"o 
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Note 12 Tega pensionqmW sddn trake fees Duit 198, thecmayonutdwt 
-Reti~t maunae*2 W an 1986. adisiy annow which~rsfe miftt wm 

Plan in detmaining t& talc~ belt o Mki ofprW8*1,0 DiiM ti em 

detenainin a r198auSTwas aeim tenns aind ic et ts% 

useO peacsan 83pinMnd87 epciwy tienepa af$4,50S24000Pcnn 

nesme sads nd la futepnsblvelsg mlain Cstm wride aredu toisesfak" th, 
$7s 6.5 Iaient n1 n d $534 Th M e for e tritNvisd lIoa stimaes, Outcoe al
o98r ae 1991 he son m af se in ic ~ cessi a , Copn NeWV an MIon 

pedimmn eew r 9 and eviion aasnd acua con audamiabilit alapital isre 
s0 eriua ecntnd mayg vry spe suchesti- eetpa f45 

Cowiten ad -the Company amistaiins e la inusa co- The m comp aancis ase adue o No clear 

Cond ~ ~ erag S6iln e ana l54 iabiut cre rpetfr ElectIsenc laimtes, (NEILme anopr 
ando"tuhaon~ co99age andW i ecttao- ches$825an envioainuraehouhl sas 

cienculagrviwand retoornancadgeno- esns properity of.a 4ta. nsur 
rautin costs andlorreplmy aceen prowe ucrs- smerga.hcmayaasp 

chsThe coymainsnucdearins imursd ane ched Cany ditsnals $40 meber cess 
other jint owners of theb CarwNcera property dti Iaage inUrane tHug an pst o 
tin foeranvxens ge acitd withenuear- stcand2 liutual insuraiceognie NIfLss 

Purs ut to mei PicAnersncas rne- ecsLprrtendcesspoetyanddntamlana 
cetnycst amed eopamny is wequre toi- tio amh program, he Company wa iBo beli
cseagsTeubompaly iblagrimseltiro blae, on ardrta is, for0 addiona assee
nuer incidwets tof the fulat oflailit- ofet of up $2iion. fThisg ampoun is 

appfroxtieenely $7.2bilion.d wih naulmar stock iitd o 7.5t isuathe Copny' annual se

que rvattoe PriAnesn oft $16 mil- mIm for $500 excillion of excess property and 
lion hasmeen, puhed malng wsrqirth an 10 deomito iability prsurath Cma wilme loa-t 

aunt toai plc ceraint casru claim he onro fata ae% oadtiasse ss-i 
rueann mounurent ly$ heM iia wihport hr ofan liability ffmn fu t 2 ilor Tssaspecise 

wpriae crase b6illion as acmu ae- primims and a.tmehe Cpaenym asseena e 

tina commaerimlaar actof $16 ld ium faoe the0 mniLn oliciess apwpeandt 
lihas been pred hrogih a mandtor dctamiainskbF nua~ h on 
amndsty-we exces sreodaryisnce owner adon towb the $825ligtdton incater 

gumnng rikmooln, cUnder t71binhisporm ca prougraNELshaeO n excespopetypforamn ethve 
sesil be nessed ssespeeiodveaci premiums tod $0milohe inexesu coeagessmntsned 

iomnat ommrcdamal ntvnf nuclear abcte, aslcnesitnd aro ties ofEpIm poesy pcoarGe0 
inciden atrnyviceed fltyrug in thenato. IftruhwMba-Cmp i lad$ 
ishrn-iniden xcers, ndr publiace aboit aiin dtoug a olatoc a 5milo n mtal is

damage exceedk primar in(hsrnces, icenesrsuranc companiessfo prnry propoty ansur-e 

may be ased p rsetvepeim to $630 million for eaccofanc coverag asoiteeih t ntioined 

coimensed reor ayab i te avt a nttoex- Caban nclefrmr y Staprtion.  

iciet $10 millinaya e censed ricl ntenator. fo thohN te Company aahtsin ace Lora 

each aincident h oc3mc ona ontiurbetsa ie naac for ary incesdrty of= 

amscage ofee 5 percen ifunds, inse s fran caccielmgs fncie th 

tomay clie n ass ociaed c ilos Io cf Once, coeMcr anciaewh Staet ins 

ter ofene theatrpybeaartentoex Catawba Nuclear Station.aeolgtd$ ilo n 19mto ente ek e 

toe assumelio ther pr atansshareac fof uch spCtively, patpesi a 21wekdeucile prod 

asessmient. wi 6 ilo mon ssbetth prdenn mmounspr nt where oreo 

th nexio Company n is a mmbrthNcer utual tha oenent i inolvured oer co nea 

Limithaed (NL) whc5 rvds$00mlini 0 percent for 52nsaeiwfiin ma aciena and at 50cpearcent. fora 

tipriy proert aae ceagse feoein of additionale52foeeks.tIf NEII.'slosses for2this po-, 

er ftheCay'sNuclearatisI f'soses gramino ever exceede Mis reeresithPer Company 

evreceT t eevs he Company iamebr cwil beU lian oulne lnialeove prov aaassondtineal 

ble, on a pro rata basis, for additional assess- assessments of up, to $21 millin. This amaout 

ments Of UP to $62 million This amount rem-fepresents five times the Comipany's annual pre 

to NML.
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cote t3.. optoateac 
M sandatand i als seal copiniAn 'llissed. acs tsotth amisio 

set me remNt d s iind o wntesem Inoeein s un consaionradigmelets 

wiBnthe awul material adv isedfeche opin Thi a pree~ dMerin he ~b~oi-

sults ofoperation or the financal postion of the this matter, 
CopaThe other Joint awn of teu 

On July 28, 1987, the Federal Enagy Regeta- dear Station and thas pa a aaw 
ConoCision (FERC) granted a petaion varmou arbitration pweig oatto the 

made by te other Catawbajoint owners to ex- Interconnection Agreemeals (h g mn 
dude cost of abandonedplants from tbeir suip. The basic cotnto in each thatin, s i 
plemental power rae im bgth other joint certai calcltos afrecting &Sudrthe 
owners' contntio th costs were not a Ageentshould be performed dnatAl
part of the Catsaatas The Company ap- toughtusematicsin arbitrationayt beamate
pealed the order tote ourts. The court upheld na thy awe itemts covered by the Agreemnts 
the FEltCdader in January 1989 Tee olderled Stbeeno the Company and the elber joial own
a one-tim impact on eamin of $.46 per arswbxhidhbeenappredbYltLCocaaY's 
shame ictail segulatory commission The abtimate aes

Certain partes appealedthe Cmay's 1986 dution oftise amathe= cannoti gesently be do
rate orlereofthe North CandinaUies Com- lermindgeckloweer teompany is theopin
seisies to te North Carolina Supreme Court ion that it 'has property interrted the 
on various grounds seeking revision or Agreeinents and that tieatialiliesslationeof 
moadification and refhnds. On July 28, 198 the these mattes, should not hami aiilsaially ad
Coutirmed mosof rhisate orderincluding verse effect on Mt results ofropew er finan
the portion aufferiday the collection of aban- cial positon.  
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Auditos' Reort W have audited the accompanying consoli- evaluating the overall financiastemn 
dated balance sheets and the consolidated state- Iresentation. We believe that our adt rd 
anents of aptaliatdon of Duke Poer Com- a reasonable basis forour opinion.  
pany and susdaisas of December 31, 1988 in our opinion, such censolidaefincl 
and 1987, and the related consolidated state- statements present fairly, in allterae 
ments of income, retained earnings and cash setthe financial position ofef cmane 
flaws for each at the three years in the period at December 31, 1988 and 1987, adte eut 
ended December 31, 1988. These financial of their operations and their cash fosfrec 
statessents are the responsibility of the Compa- of the three years inthe period enddDcme 
ny's management Our responsibility is to ex- 31, 1988 in conformity with generlyacpe 
press an opinion on these financial statements accountins principles 
based on our audits. As discussed in Note I to tbecoliae ai 

We conducted our audits in accordance with nancial statements in 1988 thCopn 
senerally accepted auditing standards Those changed its accounting policy ofrcgnzn 
standards require that we plan and perform the meean to provide for the accruaestmae 
audit to obtain reasonable assurance about unhilled revnues.  
whether the financial statements are free otma
terial misstatement. An audit includes examin- D i H j/ 
ing, on a lest basis, evidence supporting the 
amounts and disclosures in the financial state- Deloitte Haskins & Selis 
ments. An audit also includes assessing the ac- Cm~ ucAomw 

counting principles used and significant esti- ChrotNorth Caroina 
mates made by management, as well as February 10, 1989 

ResponsbilityThe financial statements eooke Power Com- fntos h opn' conigcnrl 
for Financialpany are prepared by management, which is r-arecniulyrvee o fetvns.I d 

Stateaments sponsiblefor ti inategrity and objectivity. The dtowitnplcesadrsadpoe 
statements are prepared in conformity with gen- ueadasrnitraluitpoamug 
erally accepted accounting principles appropri-metheC payscouin nrk 
ate in the circumstances to reflect in all material TeBado ietr use t vrih 
respects the substance of events and transac-roefrteincalstmnsthugte 
tions which should be included. The other in- adtcmite hc scmoe nieyo 
formation in the annual report is consistentdietrwhaenoemlysofheC 

wit th fiancal tatmens. npepaingthe fupncto. The Csa ny's accoteumetwt 

statements, ~ ~ ~ ~ ~ ~ dues mngmnmae foed* mandaestrng internal auditsprdial 

mens ad eumaes f te xpetedeffctsof omet the opany'sacc o ntingont-r 

evens ad trnsation tht ar curenty rolgea fop' th iacialg istaeme n fi 

reported. Thaudit committee hich iscomp i~al 

wth he finanial satemonts rna aparintes pany. theCopn'idenet auditocomite 

staetht mansemnt maegaed inmd juda- Morn aee acesintohl aut cmite 

mens and estimtes acofd the expecte efcs f h or fDrcorodsusitra 

ervesan bl rannethttrsactions thatin areer currentl beingsnc o 

reprored poets htfnnca tt-mngmn 

meta e Compasssem acointenant 

toaeected according toipe mnagemeint's 

autoriatn.yItna accounting controls eraso 

poieaoable assurance that troso qlrantinsc 

could be material to the financial statements are 

preenedoraredeecedbyempoyeswih ac grod1_ussareoit 

timeldtor haveo fre acces toror thei auw<k 

andE th3or6fDietr od



Managements Discussion and Analysis of 
Results of Operations and Financial Condition 

Rsult or operatons Eamlags and D~I~mb pnig xjws 
Earaings per share increased to $4.91 in 1988 o- oprtnad ----.:7 
compared to $4.40 in 1987. Eamnings per share rs ta rna aeo ecn ia 94t 
for 1988 include $L101 per share for the effec of198.Fatrcoriungothsie cu&U1 
accruing wnhilled revenues and a pmrision forcraeminnneatbhnulrad I;, 
the loss of $.46 per share because of the cum rt dsainadtoalNcerRgltr 
order excduding costs of abandoned pleats from Cmiso eurmns nlto n h d 
the other Catawba Joint ownes' supplemental du fncefuis 
power rates.(See Notes Iand 13, "Notes to Con- I 98-e necag n ucie 
solidated Financial Statements."-) The total pvw a eaieygbewe oprdt 
Company's camned retern on average common197p arlbeuetrehsennocng 
equity; endedias these items, deceased from i h vfzdaon fprhsdcpct 
14.2 percent in 1987 to 13.4 percont in 1988. ot ore ascae ih h aab u 

Higher kilowuthour sales biled, especialy dwSain ucae a gemnswt 
sales bid to goseda servi cusoes comisib- teOhrCtwaon wesrsle nast 
used toesionease in earnings per slare cai-n- fcn naei 97 t 96mat e 
parativecamnigs pershamewere alreced bysin&caueodiinlcpct n m ot s 
market losses incurad in the famth gearter of scae ihtei evc poino~ab 
1987. Howeve, benel for employees laid off Ui o h nieya f19.(e oe3 
after a work activity review completed in late "oe ocnoiae m= ~et
1988 reduced earnings appromimately $.15 per Fulexm wsrafvygbefom18 
sham (See Note 12, "Notes to Consoidated Pi- hotgi18.K erpduimeqrmns 
nancial Statements.w) Earin were also re s eofe yacagei h eoao i e 
deced by an increase in udear and coal-firedcasoftediinofularntpimiy 
operatIng and m2Inft2- costs and inandion. cueUi ,adb ai~gicesde 
Earnings per share increased over the past fiv rynes&uhprhsdpwareemet 
years at an annual rate of 5 percent, to $4.91 inwihteoerawbjin nm 
1988 from $3.98 in 1984. Fe xes erae n18,piad e 

The Company continued its practice of in- cueo nipoe eeainmxwp 
creasing the common stock dividend annually.wihstdtgamoeinfcntpronfe
Common dividends per share increased from eryeqimntthogpwrpucad 
$2.42 in 1984 to $2.88 in 1988, rising at an an- fonteohrCtwajitow x 
nual rate of 4 percent Idicated annual divi- eswarltilyftin18whncmrd 
dends per share were $2.96 in 1988, up 6 percent t 97piaiybcueoddnn blpie 
from 1987.whcweepriyofstbinrae od
Revenues and Sales topiaiyca"e eeain eurdt 
Revenues billed to customers increased at an an- me ihrLelo enn 
nual rate of 8 percent from 1984 to 1988 primar- InStebr18thCopyanucd 
ily because of higher kilowatt-hour sales and rate past odc okatvt eiw oietf 
increses.- Growth in economic activity in the peetdt aeteCmaymr fiin Piemont Camolinas has caused kilowatt-hourwihucopmsngaftorrc,-IN
sales billed, including electricity delivered to thevebrtefnigofheeiwwremp
other joint owners of the Catawba Nuclear Sta- mne na eltewr oc a'e tion, to increase at a 6 percent annual rate from 
1984 to 1988. dcdapoiaey6pret n te 

Kiowatt-hour sales billed for 1988, inlui gaitonlcngswr &Thewsa 
deliveries to the other Catawba joint owers ine-tmipatoerngsf pnxae 
creased 4 percent over 1987. Sales to generalnainbeftfoafcedmpyes 
service customers, non-textile industrial custom
ers and residential customers increased over Ohricm 
1987. Sales to general service and non-textile in- Alwnefrfidue uigcntuto 
dustrial customers increased 5 and 2 percent, re- (FJC ersne 4pretoerig o 
spectively, reflecting economic growth in the cmo tc n18,dcesn rma vr 
service area, while textile sales were relatively flat aeo 0pretfr18 hog 97 h e 

in ~~ ~~1988. Fali or otiuinge ttieyaisresu 

aPase maneacea3oha7la n



of the completion of three nuclear units and the Note 3, "Notes to ConsedidatedFnaca 
sale of a portion ofCataba Nuclear Station. Sasemeuts 
APUDC is expected io rise moderately over the Sbsidiry and nnuiiyerig e 
next few years due to te growing investment in percent ofttal Copn arns 98 
the Bad Creek Hydroelectric Station. compaed to 4 percent in 1987.Teeerig 

Included in "Other, netr the return on pur- icsed 55pecet iho 1987 piaiyb 
chased capacity levelization represented 5 per- causemiiubsidiary earningsweedeprse n18 
cent oftotal earnings caompared to 3 percent in de toad stoearketiloses MAIr m pntso 
1987. This chainge is dueto the increasing cuu o&tlt annsicueaPac ae n 
lative efrect efthe Companys fundiag purchased senice and inleest income.  
power costs notcentlycollected inats (See 

Liudit ad Resources Rt atr 
The Cmpany reduced retaitlaeh y2.3percent iotoheNrhColn&pemCut 
as Jamuary 1, 1987, and by an additional 3 per- o aiu rud ekn eiino oii 
cent eneJanuary 1, 1988. These reductions secog-cainndrfmsOnJl2819,thCot 
iize thewea carporate income tax rate in- afre oto hsrt re nldn h 

cluded in th a Reform Act of 1986.potoauhrzntecletinfabdnd 
In July 1987 the Federal Energy Regulatorypln o ascitdwhcneedulart

Commission approved a3.56percent increase in tos u h or on u h oms 
te Comnyr'sahlesale rates reflecting bt inscnheenrgrig9Dm ket fh 
the csofdCatawhaoUnit 2and the lower corpo- iratofeunoncm neqtywsD 
rate inconme tax rate for 1987. A 2.4 percent raespotdb dqaefn Wo aeWE 
reduction was implemented in the Company's Td s a eaddt h oni o 
wholesale jurisdiction effectiv January 1, 1988, frhrcnieainadteCmaycno 
also rdfecting the lower corporate income tax peetydtrieteutmt eouino 

From 1984 through 1988, the Company was Th tejonowrsfteCawbNu 
involved in various reail rate activities During da tto n h opn r novdi 
this period, rate changes included recovery of the aitartaiopocengpusntoth 
Company's fanvestment in McGuire Unit 2 and ItroncinAreet teAreet) 
in both units of the Catawba Nuclear Sationehsai oteto nec roedn sta 
and recovery of increased purchased power and crancluain fetn il ne h 

operating expenses. Rate increases f-rm 1984 Areet hudb e~nddfbef 1 

through 1986 wvere partially offset by the rate re- tog hs atr nabtainmyb ae 

ductions in 1987 and 1988 resulting from the rate r tm oee yteAreet 
lower corporate income tax rate. (For additional btenteCmayadteohrjiton 
information on rate matters, see Note 2, "Notes es hc aebe prvdb h opn' 
to Consolidated Fmnancial Statements.")realegaty oms Thutil e

The Company is also involved in legal, tax and ouino hs atr antPeetyb D 
regulatory proceedings before various courts, triehwvr h opn so h 
regulatory commissions and governmental agen- oiinta thspoet nepee h 
cies regarding matters arising in the ordinary Areet n htteutmt eouino 
course of business, some of wich involve suib- teemtessol o aeamt ya 
stantial amounts. Management is of the opinion vreefc nisrslso pain rfnn 
that the final disposition of these proceedings ca oiin 
will not hawe a material adverse effect on the re
suit of operations or the financial position of theCM tuh 
Company. TeCmayscptlsrcuea erei a 

On July 28, 1987, the Federal Energy Regula- 5 ecn omneut,4 ecn og 

tory Commission (FERC) granted a petition ec tcs hscptlzto tutr sCn 
made by the other Catawba joint owners to ex- r ana 
clude costs of abandoned plants from their sup-gol 
plemental power rates affirming the other joint 
owners' contention that these costs we not a T aif h eurmnso aiu tc 

part of the Catawba contracts The Company aP
pealed the order to the courts. The court uphel o wko h tc arw.TeCop 

the FERC order in January 1989. The order haddosntaicpeisugcmontckohr 
a one-time impact on 1988 earnings of $.46 per ta o rfrnesokcnesos ntena 

share.tem 
Certain parties appealed the Company's 1986 dftwFus 

rate~ ~ ~ ~ ~ ~ ~~~~aiso toero the North Carolina utlte o-Drn5h ers18-97 h opn b 

onG 3aiu8atahsekn vd
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Woodi aadditienal fuidsef$3mfll itma the~ i = fcertain sulmidiardes oif DWl pewer 
sa o tnd annadies modemenbends and Cueiram v nned January 21, Mew po 

Tbew fund& were obtained primarily for &eir feeds As of Descombr 31, IqgDk 
dimencing activie& in 198 no additional Raise ompany and easfdasedw 

funds were alitainedfm the sale offStoked wo- had approimately $S& anin in 
fundin spe*ag hesonr preted stock. term invesinensaid $90 miWiainshort 
However, the Company does anticipaft issuing investments.  
short-tena debt during 1989 and new long-tennm 
debt either in 1989 er 1990. The Coey has Rest Cveg 

a n bas 

at issued any common stock for 1he past fie Fie hre oea nuigtiWfc of 
years except to satisfy ahe sequirements of its te accountingchanufrarwabinled ess kk 

stc uco pians and tecnrso.w& creased to 4.25 times for 1988 mo~aned to 4.1 

pvforenc stock. (See "Long-Them Finanig times in 1987 using the Seeuriies andxchakg 
andSaleatfAsse pope41.) ro m -method. This coneis abovethe 

aecause of rermnancines ahe CumpaW, emia CMessys gead of 4.0o times neL dieesed 

bedded casterf ong-,tena det as agrs iom ovew 1988 is th result ofarducing elecide 

9.59 percent at yea-end 1984 to ", [PIrcnt t rat ams of the lower corporate tax sale.  

year-end 1988. The emeadeidcomndmleaed oane openions 
stock declined froem 8.75 ptewth du of InIgg casbpredded by operatiag activities 
1984 to 7.94 perenstartendo 198& 7Upog-acou*t don wnototal cas fiom -er 
ability of fismue rdas ga tvt M& am iacngn vsm acdivitea -pr 
penda onistk canditions and passailiqgnie- Imaldey 12 poeent ofeW ash from operaag 
est meet (fbr additionalnitormatmo on ithe financing and inivesting ahlmIs being used 

Caniurkitalizatiu'i0Notes 7, 8, 9 and for cousiraction aftmeea Ceek Hydredectric 
10, '"Notes to Consolidated Financial Station.  

St~o~ets.")The peacenaegc ofiaterniaBF Agaaled cash re 
Mt Sht Cp Associes agenra part- mains abows the Coampany'sgoal of 50 percent.  

Capital Needs Phraesq ifessessod ommemes 
Additions to pro" e n nuclear fee oft$,4iartiljwgcorebx umno 
minion and eiremetse$5 minlion rewed xecntateroie eenefish-CC~ 
in a not iesem speasslantef$924 milionion h pa ossadtefie mf n 
1988. anea stofprhsdcpc#na 

Since Jeaneary 1, 1984, adMitinsr t*opr"l wie ai.I h ot aoiarWjr 
and amelear fuel of $3.7 billiastand authemen tontseue epovddfo h emeyo 
Ofs$622millionhaveresumtedinanetieeinth 

gree Plant of $3.1 billion. Itiedns during eezdbswietefxdorargan 
the period were unusually lawg because the mitnnecssaercvrdi urn 
Comspany sold a portion ofthe Calawles Nucdearrae 

Planit cnstrucion costs for geaning reitatesutltmcs, udgary*hrM m 
and for aeolar fuel, including AFUDCk ecvrda altrdte h opayrcv 
creased fana $390 anlion in 1984 to $482 saB- teacmltdcssadcryn hre 
linn 19s8.Thi increase is primaralyste easulo hntenc gprhsd aaiypy 
of cosr shnependitures at the Bad Creekmetdrpblwheevzdrvnus 

HydrdecricStaim.It is expeared that con- Tekeie eoeyo'ucae oe b 
srcinwr in progress will continue to in- baosudrcnrcsWt h te on 

crease as the Bad Creek Hydroelectric Statimon nr fteCtwaNamSainw e 
nears completion.uti amnt yteCman vrten 

Purchase Capacity Intlizationhe er xedn teaonscietdi 

The rates established in the Company's Irtail jur
isdictions permit the Company to recover its in
vestment in both units of the Catawba Nuclear ae anrciPogm 
Station and the costs associated with contraictualBeasthCopnhscmltd snuer 
purch~ases of capacity fr-om the other CaabacosrtinPgamcntutonoqfr 
joint ownerm The contracts relating to the sals of mi mrtn&tefo 99truh19 
portions of the station obligate the Coimpay towilcnta asaepoinofheCm
purchase power from the other-joit owners on Wstwapeim chbnInteot 

an nnu~ydocnftb= IntheNoth u dtfie capitatesd anstrtio cost ando 

maneacInsso'ucae 
leadsed asislateSout 

dicton, evenes ae povidd fo thesimaery 

2h2 caia ot o ucao cpclo 

feeie aiwieth ue pnln n 

maneac ot r scvrdi :nn 
alle 

Ths rt tetmnseqi2tenams 

fedprinso h urhse owrpyet 

mail-.'j .hs ae <4ai> caryin chu are 

ecvrd talae ae.TeCopn rcvr 

thek accumulate cot2n' aryn hre 

-when th7elnn ucae caact pa

metsdrp2elw heleel-n -eoe 

Thelevlied<ecoer>>furcasd pwerob 

1iain ndrcnrct2ihte2te on 
oweso heCtwaNula ttinwlme 

sul2i pamets y2he omanyovr2te ex 

the easecedn th>monscolctdi 

raesf r u2 ow rby a pr xi ael2
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clear fuel costs for the next three years are $2.63 timand $1.1 blln ha ben s 
nion and $534 nilion, respectively. Beyond the completion of Bad 1re, 1 

Contruction connued at te Bad Creek Hy- Company bs no commitment t ace a new 
droelectric Station in 1988. Units n and 2 of the geegantin serde.The o an cur

1,065-megawatt pumped-storage facility are rently reviewing itsaoptions for meetias the need 
scheduled for completion in 1992, with Units 3 for future peak egy demanks 
ad 4iin 1993.By year-end$461 miioneofan es

Sigifiaat'trnds While the company mintained sold financia Company Upon cnoapletion of a imm on 

performance in 1988, tihe ability to maintain and line betwen te te systems h opfYwl 
improve &s level of fmnancial strength wil de- supply supplemental pertoNP drh 

pend on several facetors. Future trends in the teron far iterionnoct agreemen whc as 

Companys earnings depend to a large extent on teen appovedby the Feeal Enirgy eglUry 
economic combiions in toe Piedmont Carolinas Commmsson.'lle Conapany has reeied tappro
and on the abilty of the Company to maintain val frtahe Public Service Chmismo of 

and further pursue effeiencies and cost South Caroalia to buildth d rnsisineie 
reductions. ~~Certain interveenrame filed oiknswhc 

Duke Power Company's purchase of are still pending, concerningtetasiso 
Nantahla Power and Iight Company (NPAL) line, with the North Carolina Utilities 

from the Aluminum Company of America Canademion.  
Al8a) was ased on No 9ber 17, 1988, $4. In 1987 e Company entered into a bulk 

the a lby both t Nort Ca a power sale agreement taa uCoiso a rim Power 

Uiiiscommisson and the Federal. Energy & Ligt Company (CPI&L) with 40 mpants 
RegutoryCommmonearlieria the ean Tno of capaity for a six-year poriod beginnies a 

Wrchae ar, deteiead by tharetnt 1992. His agreement is subjec to regultoy 
boalu at P& stock, was soil mfiw annuoaL.  

NPw u ceat fel thasa seart fandSIar frmoeaiofateretg f oahorcso od 

Consameoteon cocfs Internal cash generaion 

Millions of dollars Percent 

974.3 86* 
83 7 

790.267 

67. 648 657.2 690.4 
62t 57t 67 

1983 1984 1985 1986 1987 1988 1983 1984 1985 1986 1987 1988 
includes sale of a portion of te Catawba Nuclear Station.  

W IINuclear fuel t dontfndss ra o..ins as a prtag sn tot source of funs 

from operating, financing, and investing activities.  

I 
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Long-Term Financings and Sale of Assets 
Teaces its capia requiremcnts, tihe Comnpany has finnce wth a gtmetax *ysu 
tie and lhas sised addhtional capital through other **pe *fimd ***t* m plus efcrg sst 

InWand 1986, famrable mademt conditions pmapten Comapany to refues sef 
Wgwr-csecuwritieswit omr-contsecuriiesinaorder to reducesfiancing costs soa 
fasfrofim 1986 through 1988 were as follows (dollars in theasands) 

Rkefed stock 
7.12%s e-ies4 opr(s-eaesaresniseued Feary4) $49,563 

7t375%aSries P, $100paro 4oWesiee e is). $ 49,M2 

A 4insSaSesA $ mar..KMad.e.  

isse d lt y 28) ....... .... ....................4 , s 
Tessurernestock ................. ..... 49,563 98,612 

Fastan . aeuigedrtauge bonds 
7V Id% SerisBdee9 med March 5) ...... 98,402 
81% eresdue 2K7 1somed Febupery 4) ....... 147,464 

%%Scdes due 1996 (fesued April1) ....... . .. 98,812 
9%Series dw 0thlsseday 15s)......... 171,019 

OASeries Bw 19 (Iasned 41) ...... 24,175 
...io.......e............ $ 12 3 734 7251 

..l..... .......... . ........ I,2g 284,600 0 ,5 

N kwfuel us i- ............ ....... ..a 1 2 77. 97 

.n a uedl ...... ........... 41.1 a5P,4s 
U L- fnest .. .. ....... ....... 23-49 

sana* oesa aesadses.......... $ ..3198 

E pme!Stock Oas wn Dvnd ii hestme... Plan... . ..... ...... . ..... 1983 
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e.penses . ... ......................1 
BaSped oec ...... ia ata 9 

-Ericxnse .... ... ... ............... _ 

Uxiic peatig nco e ............... 62955 67,957 6,4776 2 3 54810 

Incomeboe inteaest deduetions ............ 67,2 73A9 1,56 9,86 1% 6 

Cmundativ dffeto acacreal ofaunbilled revenues ..... 102, SS

Net incoek ... ... .... ........ . ......... 55,019 678498653 46,3 

Didedoan rest and peference stols ... . 534829 
Lrinels comnon stock. ...... ... ...... ... 4435 4 
Comnon stock daa 

Smesofanon stock - Year-end (thousands) ... .101,272 5 1013 
- averagea(thouseus) ...... 101,2"616,0 1, 1 100,34 

er share of cannon stock 
Eamninsp(a) ...................... ............ $4.91 4 0$ .4$37$ ,9 

ID iid nds ................................... $2.8$ .4$ .4 2524 

Book value - year-end ........................ $34.01 $19 3.4 $& 8 $78 

Market price- high-low .................. . $4 42% 

-year-end ....................... $46%4$ 2$ 514$ 5 

Balance sheet data (thousands) 

Total assets ........................... . ...... $8,89 W46059 $ ,2,2 $ ,2,6 $ ,1,1 

Long-term debt .... ............................. $2,72A794 $273 82 2,5 30 $,21 41 269 75 

Prefed stocks with sinking fund requirements ... . .. $255,8507 $2,9 $7,1 $8,2 

Electric andether statstics (b) 
Kilowatt-hour sales (millions) 

Residential .................................. 16,744 165 05,3142 1449 

General service ............................... 13,634261,121 ,381 ,2 

Industrial ............ ... .................... 25,154 249 43,12 ,8 718 1 

Other energy and wholesale .. . .. . .. .. ... . ... . .. . 10,6671935627,6 

Toa klwathorsae ()............O M P A NY1 0 13 :6.5 5,9 

- Nulea (d.................. 7,94 57,957 547600 3263 

- Hy ro . ... .... ... .... ... ... 0 72,902 2 7 711801,9 

-~ ~ ~ ~ ~~~~~~3,5 7i n a ........... 2(1 12,656

Totl sures f nery ............. 7,8546,26 648,7674 8,1 

Sysem vergehea rae ................... 10,21 10,20 9,01,22009, 

System ~ ~ ~ ~ ~~ $4 $4a 04tr................ 5.% 625 98 58 22 

$42E $45



F IN A N CIAL S TA T E E NTS 

Selected Financial Data 

__ es Qusen Tmie 

19a9ly quarter (a)A 
Electric ReVenues .. .... .. . . .. .$917,358 $82,999 $1,029,452 "5,7 
Ekletic Operaing Income .-.----. 167,726 124483 219,0617 81M 69 

manne Before candativ 
Eaffi fAccrualdo 

Untilled Revenues ........ 135,190 95,777 192,914 2, W3 
amelative Effect of Accrsal 
of Unhillealtvenuwest 1Q&. ... 25 
a 2COMe ............ . ...2 14 2 

Acm~dnsl Ree 29- ,2,0 $82 $1877 ,769 $3.90 

Elcaicpeating bInc M 1p5' :133,2541 1 44,0)47 4651 
Netacoe 39,82 102,763, W$3 92,4 50 

asya had '3ektcnnd s a feeb 
Ian 1981 and 119,167hklsa985728 i 

Ioeutc wer ..... t.4 46%: 19% eat 

18 .7 qurtr197toqee 

Seod-.0 47. 42% Second .... 0.67 46% M 
Fst0.70 49 43 First ... 0.67 51N 4-I 

7Property and other assets $.. ...6.....20... $.... 3993 
tsinestents and net current asset 122.....079.. 352....  

Deferred income taes ................... 16,131 55n 
other liataities .. . . . . . . . . . . . . . . . . . . ._ . 1 ' 

Total abihtnes. . .. . . .. . .. .. ... . -- 2 $5 9 
Invstments in and advance to satiaries ......8.... 11U39 1 9 

Earnings of subsidaies, net................ ... j& 8 S &66 
Tota net asstsfor 1987 are $93,633 forpreousl wsconsohdatd subsuarzes
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Board of Directors William S. Lee Thomas H. Davis Dr. George R. Herbert Reece A. Overcash, Jr.  
Chairman ofthe Board and Chairman of the Executive President Research miangle Chairman ofthe Board and 

Chief Executive Officerl"3 4 Committee Institute
2  Chief Executive Officer 

Piedmont Aviation, Inc.3  Associates Corporation of 
Naomi G. Albanese George Dean Johnson, North America4 

Dean Emeritus School of John L. Fraley Jr.  
Home Economics Chairman ofthe Board President Johnson Warren H. Owen 
University ofNorth Carolina Carolina Freight Corporation3  Development Associates, Inc.2  Executive Vice President 

at Greensboro2  Alester G. Furman, III James V. Johnson Power Group] 

Dr. Robert L. Albright Retired Chairman Retired Vice Chairman and James C. Self 
President Johnson C Smith The Furman Co., Inc.4  Director of Public Affairs Chairman ofthe Executive 

University2  Coca-Cola Bottling Co. Committee 
Steve C. Griffith, Jr. Consolidated2  Greenwood Mills, Inc.  

Douglas W. Booth Senior Vice President and Trustee 
President and Chief Operating General Counsell W. W Johnson The Duke Endowment 
Officerl 4  Chairman of the Executive 

William H. Grigg Committee NCNB 1. Executive Committee 
Crandall C. Bowles Executive Vice President Corporation4  2. Audit Committee 
President The Springs Customer Group"Do 
Company' Paul H. Henson Dr. Max Lennon 3. Compensation Committee 

Chairman President Clemson University2 4. Finance Committee 

United Telecommunications, Buck Mickel 
Inc.4  Chairman RSI Corporation 

Director Fluor Corporation3 

Officers William S. Lee Robert L. Dick George E. Stubbins Richard C. Ranson 
Chairman ofthe Board and Vice President Construction Vice President Information President 

ChiefExecutive Officer and Maintenance Systems Crescent Land & Timber 
Corp.  

Douglas W Booth Excell . Ferrell, III Hal B. Tucker Chairman and Chief 
President and Chief Operating Vice President Operation Vice President Nuclear Executive Officer Mill-Power 

officer Donald E. Hatley Production Department Supply Company 

William H. Grigg Vice President Fred E. West, Jr. Robert C. Vaughan 
Executive Vice President Public Affairs Vice President Charlotte President 
Customer Group John P. Holland Division Mill-Power Supply Company 

Warren H. Owen Vice President Sue A. Becht A. Parks Cobb, Jr.  
Executive Vice President Central Division heasurer President 
Power Group F Alfred Jenkins Lewis F. Camp, Jr. Duke Engineering & 

William A. Coley Vice President Secretary and Associate Services, Inc.  
Senior Vice President Western Division General Counsel Richard J. Osborne 
Power Delivery James C. Leathers David L. Hauser President 

Henry L. Cranford Vice President Production Controller Duke Energy Corp 

Senior Vice President Support De t Aol eR.Duncan Retiring Officers 
CsoeSevcsJohn F Lomax Assistant SecretaryReingOfcr 

Donald H. Denton, Jr. Vice President Northern Ralph W. Bostian 
Senior Vice President Division Billie M. Henderson Vice President Production 
Marketing and Rates Paul G. Martin Assistant Secretary Support Department 

Steve C. Griffith, Jr. Vice President Eastern W Bruce Shannon George W Ferguson, Jr.  
Senior Vice President and Division Assistant Treasurer Vice President and Deputy 
General Counsel Ted C. McMeekin Phyllis T. Simpson General Counsel 

Richard B. Priory Vice President Assistant Secretary James W. Foster 
Senior Vice President Design Engineering Eugene C. Sites Vice President Distribution 

Generation and Information John P. O'Keefe Assistant Controller John D. Hicks 
Services Vice President Taxes Senior Vice President 

James R. Bavis Richard J. Osborne Principal Public Affairs 
Vice President HumanRihrIOsonPicpa 
Resources Vice President Finance Subsidiaries and C. Joe Sherrillt 

sAffiliates Assistant Vice President 

Thomas C. Berry William . Parker, Jr. Transmission-Substation 
Vice President Southern Vice President Fossil William H. Grigg Division 
Division Production Department President 

Church Street Capital Corp. James W. White 
Shem K. Blackley, Jr. W T. Robertson, Jr. Vice President General 

Vice President Transmission Vice President Procurement E. N. Hedgepeth, Jr. Services 
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D U KE POW E R CO0MP AN Y 

Other Information Notice of annual meeting SEC Form 10-K and statistical supplemew, 
The 1989 meeting of holders of Duke Power Upon request, the Company will pros ide 

Company common stock will be held without charge a copy of its 1988 Annwv 
Thursday, April 27, at 10 a.m. in the O.J. Report to Shareholders on Form 10-K as 
Miller Auditorium of the Electric Center, filed with the Securities and Exchange Cvnx.  
526 South Church Street, Charlotte N.C. mission. Also available without charge is tne 

Statistical Supplement to the 1988 Annual 

Transfer agents Report. Requests for these documents 
Commn Stck oly:should be directed to Jeff Johnson, Investor 

Common Stock only: Relations, Duke Power Company, P. Box 
Investor Relations 
Duke Power Company 36426, Charlotte, N.C. 28236. Shareholders 
PO. Box 36426 may call Investor Relations at 373-4579 
Charlotte, N.C. 28236 (Charlotte) or at the following toll-free 

numbers: 1-800-5 32-0492 (North Carolina); 

All Stocks: 1-800-438-0142 (elsewhere in the United 
Morgan Shareholder Services States).  
Trust Company 
30 West Broadway Investor services 
New York, N.Y 10015 Duke Power Company offers several services 

for investors. The Stock Purchase and 

RegistrarsDividend Reinvestment Plan, available to 

CommonSt all shareholders and Duke Power electric 
Comm Unon Stkonl:an customers, provides a convenient way to buy 
First Union National shares without incurring brokerage fees.  

212 South Tryona Direct Deposit of Dividends automatically 

Suite 450 credits dividends to shareholders' checking 
Suilte, 50 228 or savings accounts on the same day they are 
Charlotte,paid. And the Small Shares Repurchase 

All Stocks: Service allows investors with fewer than t 
MorganS shares directly back to the Company.  

30 West Broadway Shareholders with questions about any of 
3est roadway10015 these services can call Investor Relations at 

pthe above numbers.  

Stock exchange hasting 
Duke Power Company common stock is 
listed and traded on the New York Stock 
Exchange. The trading symbol is DUK.  

Corporate headquarters 
422 South Church Street 
Pi. Box 33189 

Charlotte, N.C. 28242 
704/373-4011
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