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Highlights
DUKE POWER COMPANY

Percent
Increase

1981 1980 (Decrmse)

Kdowatt. hour sales 53,547,929,000 52,311,276,000 2.4

Ekxtic revenues $1.908,454,000 $1,682,822,000 13.4

Earrungs for common stock $ 278,356,000 $ 252,479,000 10.2

Common stock data
Average shams outstand:ng 87,313,000 81,985,000 6.5
Earrungs per share . A 3.19 $ 3.08 3.6
Dradends per share $ 2.08 $ 1.95 6.7
Book value per share (ymrend) $23.83 $22.82 4.4

Return on average common equity 13.7 % 13.7 % -

Pbnt constmet2en costs S 804,371,000 $ 853,01S,000 (S.7)

Total ekrtne plant, net . $5,998,307.000 $5,904,850,000 1.6

Pmk Imd (Kw)*
Summer . 10.602.000 10,364,000 2.3
Wuater 10,530,000 9,892,000 6.4

(
' ' A new pmk of 11,145,000 Kw occurred on Ianuary 11,1982.
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|
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lowed rate of return on com- 1981 to various groups of ience. Its completion and
mon equity in North Caro- securities analysts andinstitu- commercial operation are a
lina,16.5 pement,is a signifi- tionalinvestors, including the tribute to the professional
cant improvement over the New York Society of Secun- talents of our dedicated
14.I percent previously ty Analysts, the Pubhc Utihty employees.

- allowed, although still below Securities Club of Chicag The spirit that brought
the level the Company and the Athnta Society of McGuire Unit 1 from con-
beheves necessaryin today's Financial Analysts. We am cept to reality has been
economic environment. encouraged by the interest mnewed and the Company

in Duke Power exhibited atThe 13.0 percent allowed is poised to take advantage
return on common equity these pmsentations. of future opportunities.
authonzed in our most re- To broaden our financial In response to a new incen-
cent South Carolina rate base, initial steps wem taken tive program, our 20,000
caza, however, is clearly in- in 1981 toexplomadditional employees reached or
adequate. A request for a unmguhted business oppor- exceeded Wets in safety,
mom malistic rate of retum tunities. The design of a conservation and load man-
on common equity will be waste facihty foranotherutih- agement, affirmative action
filedin SouthCarchnainear- ty was undedaken as a pilot engineering and constmel
ly 1982. project. tion, generation efficiency
Despite cutbacks in the Our msoumes fordivemified and mbabihty of service to
Company's planned con- activities include engineer- customers.

struction program,' large ing and constmetion exper- We thank you for your sup-
amountsof additionalcapital tise; Crescent Land & port and encourage yourin-
will be required over the Timber Corp., a subsidiary terest as we pumue our am-
nextdecadeif weamtocon- possessing considerable bitious goals in the futum.
tinue to provide adequate, natural resources and exten-
reliable service to our sive land holdings; and Mill. For the board of dimetom,
customers. It is manage- Power Supply Company, a
ment's objective to attract subsidiary engaged in the .d
theea newinvestment dolhm saleofelectncalsupphesand j .

; without jeopardizing the equipment- Carl Hom, Jr.
i Company's hnancialintegri- We approach divemification Chairman of the Foard and

4 or sacrificing the intemsts with ceution. We do not ex. Chief Executive Officer
of existing shamholders. pect unreguhted activities to

'

To strengthen its financial constitute a significant por- gg /(
| stmetum, the Company ex- tion of operations in the
| changed 3.7 milhon shams foreseeable future. As op. William S. Lee
! of new common stock for portunities arise, we will pur. Pmsident and

_ outstanding first mortgage sue them prudently while Chief Operating Officer
1 bonds in early 1982. This working tomaintainourIdgh
j transaction will enable the standards of electnc service. February 15,1982

; Company to finance its The completion of Unit 1 of
| 1982 capital requirements theMcGuireNuclearStation
i without the public sale of ad' is a major accomplishment.

dinonal common shams. As reflected in a featum arti-,

) We also am maintaimng an cle in this annual mport, the
I aciive investor relations pro- constmction, firancing and
L gram. Senior management heensing of McGuire Unit 1

made formalpresentationsin was often a trying exper-

! 3
L

.
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Year In Review dividends paid in the foudh mitting the transaction and
quarter. The higher quarter- the arrangement of neces-

Financial Results ly dividend increases the sary fmancing by the pur-

E arnings per share
Company's indicated annual chasers.
dividend to $2.20 from its If the pending sale is con-

rose to $3.19 fmm previous level of $2.04. summated in mia-1982, the
$3.08 in 1980. Earnings for Company would mceiveap-

x common stock totaled Sale of Assets proximately $250 million. In
$278.4 million,10.3 percent addition, PMPAwould make
above the $252.5 million he Company com- monthly progress payments -

eamed in 1980. pleted the sale of 75 to finance continued con-
percent of Unit 1 of the U" f W#" *

,

Eamings for the year wem Catawba Nuclear Station
#' * # ""*"

favorably affected by ratein- and 37% percent of the
#

cmases implemented in late plant's support facilities to
1980 and in the fourth gmups of its Nodh Camlma
quarter of 1981, income and South Carolina rural Financing

j

| from investing the proceeds electric cooperative custom-
fmm the sale of a portion of em in February 1981. he Febmary 1981
the Catawba Nuclear Sta- sale of a portion of
tion, greater allowance for Proceeds received at the the Catawba Nuclear Station
funds used dunng constme- time of closing totaled $521 enabled the Company to
tion and a 2.4 pement in- million. In addition, the pur- fund its entire 1981 con-
crease in kilowatt-hour sales. chasers make monthly pro- struction program without

gress payments to finance any external long-term fi-
These factom wem offset to a thecontinued constmetion of nancing.
large extent by high fueland their portions of this

The issuance of 1.9 millionpurchased power costs in 1,145,000-kilowatt generat.
shares of common stockthe fourth quarter due ing unit, scheduled for com.
through the Stock Purchase-primarily to an extended memial operation in 1984.

outage of Unit 1 of the Duke will operate the facility Savings Program for
Oconee Nuclear Station and and will mtain ownership of Employees, the Employees

Stock Ownership Plan, andthe unanticipated additional the mmaining 25 pement of
the Dividend Reinvestmenttime requimd to bnng Unit 1 Catawba Unit I'

of the McGuim Nuclear Sta- and Stock Purchase Plan
tion into full-oower produc- A group of North Carolina pmvided $36 million.

tion. The higher fuel costs municipahties pumbased 75 TheCompanygenerated94
am expected to be mfiected pement of Catawba Unit 2in pement of its 1981 capital
in fuel cost adjustment pro- 1978. The sale of the re. requrements from intemal
cedums in 1982. maining 25 pement of this smmes. Mout proceeds

unit to the Piedmont Munici-
The Company,s 1981 eam- from the Catawba sale,

pa! Power Agency (PMPA), however, thelevelofintemalings provided a 13.7 per-
representing a group of cash adle for ca$al e| cent return on v mmon Duke s South Carohna'

equity, unchanged from mmicipal mstomem, could been wellbelow 50 pement,
quirements would have

1980.'

takeplaceby mid-1982.The thelevelmanagement feelsis|
The quarterly cash dividend sale is contingent, however,

Pmdent'
i on common stock was raised upon a favorable mling by
l to 55 cents per share fromits the Supreme Court of South To strengthen the capital

previous level of 51 cents Carolina on the constitu- stmeture without the dilutive
per share, effective with tionahtyof thelegislationgr- effect of selling new shams of

4

___________
__ __ _ _ _ _ _ _ ,_ _ _ _ ._ _.. ---
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7,,.7 forego all external long term 11.s M,
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common stock at prices cluding the effects of the ex- 16.5 percent retum on com- I
below their book value, the change transaction. mon equity.

Company issued 3.7 million Eamings coverage of fixed The Company had re-
shams ($73.5 million market charges by the SEC method quested a 19.7 percent, or
value) of new common stock was 2.73 times in 1981, an $211 million, rate increase
for an equivalent market impmvement over the 2.65 and an allowed rate of return
value of several series of times coverage achieved in on common equity of 17.5
outstanding first mortgage 1980. Management's long- percent. -

bonds on January 7,1982. range objectiveis to achieve
These bonds had a face and maintain a fixed charges A 9 percentinterim incmase
amount of $119.9 milhon. coverage ratio of at least w s implemented, subject to

refund, in North Carohna on i
An extraordinary gain of 3.50 times.

October 18. The mmaining$48.3 million will be
| recognized in 1982 thmugh Hate Increases p rtion of the pmposed in-

crease was implemented,I
- the exchange. The im-

proved capital stmeture will ates wem raised in subject to refund, on Decem-. -

reduce the financial risk cf all 1981 to reflect in- ber 1. Appropriate refunds
Duke Power securities and creased operating costs, the are being credited to
should make new capital commercial operation of customers reflecting the

i
mom madily available at a Unit 1 of the McGuire rates granted by the NCUC.
lower cost than it otherwise Nuclear Station, and a A 13.0 pement mtail rate in-
would be. It will also tend to higher allowed rate of return crease was approved by
mitigate the negative effect on common equity. The Public Service Commis-

of highintemst rates on fixed A 14.99 percent retail rate sion of South Carolina (PSC)
charyes coverage. increase was approved by n January 28,1982. This
As of December 31,1981, the North Carohna Utihties increase is designed to
the Company had stmngth- Commission (NCUC) on generate $57.0 million an-
ened its capitah2ation to 48 December 17,1981.Thisin, nuaHy in electne operating

revenues and allows for apement long-term debt,13 crease is designed to|

percent preferred and generate $166.4 million in 13.0 percent retum on com-i

preference stocks, and 39 electric operating revenues m n equ ty. ,

pement common equity, ex- annually and allows for a The Company had re-

. _ ___
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quested a 23.5 percent in- increased 9 percent on Oc- Residential customers ac-
cmase in its South Carolina tober 18 and by another 9 counted for 26 pement of
retail rates based on an percent on December 1, the Company's total electnc
allowed 17.5 pement return subject to refund. These sales in 1981, general ser-
on comrnon equity. wholesale rate incmases are vice and commercial cus-
To bring South Carolina designed to generate $46.9 tomors 18 percent, non-
rates to levels in effect in milli n annually. For several teule industrial customem
Nor;h Carohna, the Com- years, Duke and its whole- 20 percent and textile

sale electric customers have customers 19 percent.pany implemented a 4 per-
centintenmincmase, subject greed to maintain parity Wholesale and other energy

between wholesale and sales accounted for the re-to refund, on January 28,
North Carolina retail in- mairung 17 percent.'

1981. An additional 9 per.
dustrial rates. Negetiations Continued economicgrowthcent interim increase was

placed into effect on Oc. re under way regardmg and development through-
tober 18 and the mmaining m intaining this panty con- out the Piedmont Camlinasi

portion of this request on cept.I resulted in a 1.7 percent in-
December 1, subject to re- crease in the Company's

Electric Salesfund. Appropriate refunds total customer basein 1981,
are being credited to cus- bringing the number of
tomers reflecting the rates ales of electricity customers served to 1.3
granted by the PSC. rose to S3.S billion million as of December 31,

kilowatt-hours in 1981,
1981~

As this order represents only representing a modest 2.4
SS percent of the requested percent increase over 1980.
amount, the Company in. Generation and
tends to file a new rate case Despite a 1.8 percent in- Capacity '

U.it i of the McGuire Nuclear in South Carolina early in crease in the Company's
.i$feity .s'ep$e*.NiEisE 1982. residential customer base, he Company con-
' '* "' '

cll*L*"[.".$7*Eo"UIfo$ Rates to the Company's msidential sales rose by only tinued to rely on a fuelmix of'

kilowatt-hours to Duke's produe- 0.7 percent cver 1980 due coaland nuclear for the bulk
wholesale customers wereti.

to mild seasonalweather and of its generation in 1981.
- energy conservation ef. orts.

. Coal plants contnbuted 74
Sales to commercial and percent to total generation,
general service customers nuclear units 25 percent and

- ~~ N- incmased 3.6 percent. hydroelectric facilities 1 per-
'

'

cent. No significant amounts+
,

' #' -

Sales to non-textile industnal of oil or natural gas were. -
-

customem accounted for the used.
'~

g g

k. .. . , '
* " 9#'

IJnit 1 of the Oconee Nucle-ing 6.7 percent over 1980,
ar Station was out of serviceg~ 6 and for the fint time exceed.

~ f r six months of 1981. Dur- i
s

. . ed total sales to the textilein.
d- dustry. Sales to textile ing a scheduled outage for' - --

a .-
customers declined 0.5 per- refueling and required*

| $, / cent, reflecting economic 10-year inspection pro-,

'

conditions in the textile in- cedures, the Company
N

.

discovemd that some bolts
' ~ d

/ secunng the thermal shield
Wholesale and other energy in the reactor vessel hadr

. d " W ,d- j sales rose 2.2 percent over failed. Although this was not
" " O. - 1980. ofimmediate safety concern,'-

6

- . . - . - . - - _ _ _ _ _ . .__- . _ _ _ _ _ ___ _ - _
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the redesign and replace- A new summer peak was set'

ment of the bolting system on August 5,1981, when i
extended the outage six customer demand reached ,

weeks, with the unit mturn- 10,602,000 kilowatts, 2.3 |
| ing to service in December. percent above the previous ,

Unit 1 of the McGuim Nu- smnmer peakof 10,364,000 [
clear Station generated its kilowans on July 16,1980.

'

first kilowatt-hours of elec- A new winter peak was :

tncity on September 12 and established on Janary 12,
by year-end had contnbuted 1981, when customer de-
nearly S00 million kilowatt- mand mached 10,530,000
hours to the Company's pro- kilowatts,6.4 percent above
duction. The unitis expected the previous winter peak of'

to contnbute mom than four 9,892,000 kilowatts on,

billion kilowatt-hours of elec- Febmary 5,1980. i
'

,

tricity during 1982, incmas- (A new system peak of
ing the level of nuclear 11,145,000 kilowatts was-

generation to about 30 per- set on January 11, 1982.)
cent of total generating out-
put.

"I*"*YThe 1,180,000-kilowatt
McGuire unit is temporanly he Company'soperating at less than full steam generating
capacity since the Company

s "
leamed that vibrations had pl e honors for both overall [f,*,,,7=;|,=18,,S';a= 5;aga -

e 8 ,

been experienced by units of nd fossil-system perfor- g,hgo issij ogionicording to Electric Light and ,, ,

similar design. The Com- mance, Duke generating ,,,io. ., is oi ,s. ,,,, is y ,g"*9 "'
,,

pany is evaluating this prob- units captumd six of the top
'

,

lem and it is expected to be In its annual nationwide seven spotsin the magazine's
msolved by mid-1982. survey of power plant per- unit-by-unit rankings of fossil

f rm nee, the magazine units. Unit 2 of the BelewsAs of December 31, 1981'
ranked Duke Powers com- Creek Steam Station wasthe Company's generat
bined nuclear and fossil ramed the most efficienting capability totaled
gemr ungsystemhrstineh single gemrahng unit in the13,234,000 kilowatts, con- ciency. In addition, the nation in 1980.sisting of 7,423,000 kilo-
Companys fossil gemrahng Based on data from thewatts in coal-burning units,
system was named the most

3,760,000 kilowatts in Nuclear Regulatory Com-
effi tent in the nation.nuclear units, 1,452,000 mission, Oconee Unit I was

kilowatts in hydroelectric The magazine's survey was the most efficient pmssurized
facilities and S99,000 based on 1980 heat rates, water mactor in the United ,

kilowatts in combustion tur- the latest year for which in- States in 1980.
bine untts. dustry operatmg statistics am

available. A generating Plant Additions and
.'

Peak Demand systems heat rate is deter- Construction
mined by the number of p,, g ,,
British Thermal Unita re-eak demand for

electricity reached quired to generate a net fter more than'

mcordlevelsdunng both the kilowatt-hour of electricity. 10 years underconstmetion,
summer and winter of 1981. In addition to claiming hrst Unit 1 of the McGuire'
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Charlotte,
Nuclear Station near as of December 31,1981, Current demand forecasts

N.C. was with commercial operation indicate the reduction of
awarded a full-power scheduled for 1984. Work work on the Chemkw plant
operating license by the on Catawba Unit 2 was hkely willmsultininadequate
Nuclear Regulatory Com. about 39 percent complete, reserve manyns and serious
mission on July 8 and was with commercial operation capacity shortages in the
placed into commercial ser- scheduled for 1985. 1990s.
vice on December 1,1981.

Construction on the The Company is beginningv.s m_ %

%=- ,* == McGuim Unit 1 is the fust Cherokee Nuclear Station pmliminary work on the Bad

9
new generating unit to be near Gaffney, S.C. has been Cmek Hydroelectne Station,
added to Duke's system substantially reduced as a a four-unit, 1,000,000-kilo-
since 1975. msult of the boand of dime- watt pumped storage facihty
Work on McGuire Unit 2 tors' decision on February to be located above Lake
was about 96 percent com- 24, 1981, to indefinitely Jocasseein Oconee County,
plete as of December 31, delay completion due to dif- S.C. All mquired state and
1981. Commercial opera- ficulties in attracting capital federal pennits and licenses
tion of this 1,180,000- on reasonable terms. No for this generating facilitymu

th kilowatt unit is scheduled for new completion dates have have been obtained. Site
""2.1. . 1983. been established for the two pmparation work was initiat-

Chemkee units, which had ed in July 1981. Constmc-Construction continues to
"~ A move forward on the been scheduled for comple- tion will continue, however,

...

u n in the early 1990s. only to the extent that the" ' " ~ "
Catawba Nuclear Station

W rk on Cherokee Unit 1 is Companyis able to raise suf-r orosi. . io. 6... ... near Rock Hill' S C' Work '
on Catawba Unit l was mntinuing at a substantially ficient capital on reasonablesh hold.r to .r.e to t u.

E.7si.IOc's"j %".II'.'i . about 89 percent complete , and work on terms. No timetable has been' " * " '

Cherokee Urut 2 remains in- established for completion of
~

termpted. As of December the Bad Creek project.
/* 31, 1981, Cherokee was

Mj
' *) about 17 percent complete. Plant construction andm

nuclear fuel costs totaledu 1 Resumption of normal work $804 milhon in 1981, com-
M levels on the Cherokee plant pamd with $853 million in

P;p ) depends upon several fac- 1980..p'

. k tors.Theseinclude the abihty
m

tA
(I to achieve sufficient rates of (The management of Duke

N mtum to enable the Com- Power intends to recom-.

,*_ Q pany to attract new capital mend to the board of dime-
'

* on reasonable terms; a mom tors at its February boardO q% ; j
~-

-- stable economic environ- meeting the withdrawal of
ment permitting regular the Company's application:.u

' Uj sales of securities with for a constmetion permit for
maturities that match the the proposed Perkins Nucle-

_(f.s lives of the Company's ar Station. If the recommen-
'

assets; more realistic and dation is approved, the ;

consistent nuclear power Company intends to request
regulation to provide a permission in each of its,

Q- predictable schedule for regulatory jurisdictions to
g j n constmction and operation; mcover costs related to the
b - and a mom moderate rate of proposed facihty. The Com-

,~ . " .
'

inflation. pany hasincurred no materi-

8
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981 was marked for ed heights; regulatory and nuclear facilities into opera-
Duke Power by the licensing hearmgs bogged tion in 'he United States to-

.s . commemial operation down in tangential issues; day often exceeds 12 years
of the fust unit of the and criteria for safety with anaverage cost of mom

McGuire Nuclear Station. In systems changed virtually than $1,500 per kilowatt.
future years, McGuire Unit 1 overnight, particularly in the Many of the pmblems that
will contribute billions of emotionally charged at- were encountered and over-
kilowatt-hours of electricity mosphem that arose follow- come in bringing McGuire
to homes, businesses, ing the accident at Thme Unit 1 into operation persist
hospitals and industries Mile Island. in varying degrees today
throughout the Piedmont Despite these obstacles, the and promise to continue in
Camlinas. McGuire unit was brought years to come. In meeting
McGuire represents the on line in less time - about these future challenges,
culmmation of more than a 10 years - and at a lower Duke Power will be guided
decade of perseverance, cost - appmximately $830 by the same principles of
adaptation and innovation in per installed kilowatt of dedication, imagination and
overcoming the severe capacity - than other com- cooperation that took
pmblems the utility industry parable units. The an- McGuire from design to
faced in the 1970s. Capital ticipated time span reality.
costs mached unpmcedent- necessary to bring new
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N En M g power plants with its own sequence of construction
g forces, Duke Power has progmss

created a unique working McGuire Unit I was nearly )oving the environment. This made it

Mclear Station
80 pement complete when

McGuire Nu- possible to capitalize on the Thme Mile Island acci- !
cooperative efforts, close dent occurred in March |

.

fmm the draw. lines of communication and 1979. As a direct result,
ing board to a power. shamd technical expedise. numerous modifications to
producing complex capable Meeting the existing hardwam, monitor-
of meeting the electricity Challenge ing systems and control
needs of 350,000 homes displays were mandated.
consumed more than ore than 300 Many new safety systems

! 40,000,000 hours of work new regulatory guidelines wem developed and incor-
by Duke Power's engineer- and revis~ons wereissued for porated without disrupting
ing, construction and nuclear facilities between essential systems and equip-
operating fomes. 1969 and 1978. This up- ment almady in place.
The plant stmetum contains surge in regulatory re- Duke's engineering, con-
enough concrete to build a quirements added an esti- struction and operating
sidewalk fmm the 191-acm mated $590 per installed fomes, working aggmssively
site to Montreal, Canada, kilowatt of capacity to the through established chan-
and enough steel to build average cost of nuclear nels, incorporated virtually
nearly 10,000 compact plants in the United States. all of these modifications
cars. The elaborate network Changes in seismic mgula- within only 18 months.
of intemonnecting pipes and tions, for example, requimd
valves that weaves ihmugh review of the design and in- Achieving

the hlthe plant could provide stallation of more than
plumbing to more than 30,000 piping suppods and t 2:46 a m on2,100 homes. And the multi-

hangers for McGuim Unit 1. Monday, September 12,
ple monitonng and state-of To mmumze the impact of 1981, the first kilowatt-hoursty s

k b ge n6 changing cnteria on both the of electncity fmm McGuim

des of cable' completion and total cost of Unit 1 were transmitted to
McGuire, on-site teams of Duke's 1.3 million custom-

The immense physical design engineers were ers.
dimensions and technical dspatched to work side by Today, McGuire Unit 1 is insophistication of McGuire side with field construction

commemial operation, sup-
| represented an ambitious forces to develop workable

plying needed electricity toengineering and construc- solutions to difficult and com-
meet the growing energytion challenge. The project plex pmblems. Sophisticat-
demands of the Piedmontwas made even mom for- ed computer systems wem
Camlmas'midable by a staggering installed at the site to provide

level of exacting mgulations immediate access to design - ' ,s - Dfy,qy,"j';g,g,"'',j
and a host of mandated data.

,

sophisticated electrical equip-
design and construction h k%' '"*"'""d d''''"Y Panels (lef th

Additional manpower andmodifications both before s heduling teams wereand after the Three Mile ssigned to the project to
Island accident.

assure that required
As the only investor-owned modifications were incor-

.

electric utihty in the nation porated with minunal delay
that designs and builds and to maintain an orderly -

'
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The Financial quate revenues to under- * A comprehensive load '

Challenge mine earnings and fixed management program was
charges coverage. In 1973, implemented to restrain i

7ar Station repre-
he McGuim Nucle. the Company's first mort- growth in peak demand as '

gage bonds were down- an altemative toconstructing '

sents an investment rated from double-A to new generating facilities.
of $1,800,000,000 single-A and the market

I - the equivalent of spend- priceofitscommon stockfell The Company also sought
ing $500,000 every day for to aslow as $10 per sham- impr ved earnings through
almost 10 yeam. about 60 percent of book m re efficient operations,

value. m re aggressive rate ap-
Raising this enormous sum of plications, more time 1y
cz,pital in an economic en- To mstore the Company's mcovery of rising fuel costs

! vironment plagued by financial strength, a long- through standardized fuel
spiraling regulatory costs, range financial plan was cost adjustment procedures,
unprecedented interest adopted to strengthen its and the inclusion of con-
rates, mcord inflation and in- capital stmetum, incmase in- struction work in progmss in
adequate rates severely temal cash generation, and rate base.
threatened Duke Power's improve the level of f:xed
financial integrity in the charges coverage. Both in-
1970s. termediate and long-term Achieving

th GM !
To ovemome these adveme steps wem takem
financial forces and com- * Construction budgets brough these ef
plete McGuire, manage. wem cut back by defernn9 forts, Duke Power not only
ment took steps to scheduled operation of new successfully financed
strengthen the Company's facilities, including a two- McGuire but also regained

!3

capital structure, reduce year postponement of much efits fmancialstmngth.'

both operating and capital McGuire. Management is committed
costs, restrain growth in * Negotiationswemopened to building even greater

i peak demand and obtain for the sale of major portions financial stability and financ-
mom responsive mgulation of the Catawba Nuclear Sta- ing flexibility upon the foun-

'

and rate incmases. tion to groups of the Com- dations which have been
As a result, the Company is pany's wholesale customem. laid.
far stronger today. The fi- g- . o m. i. ..i. , .a...ii...i

-

nancial goals that were T 4 MJ,",d|Jd%||7|fn'%
brought into focus during .|1as,ry|-ytyegP i.

,
constmetion of McGuim m- on in. compoor. to a x. ..- ;

main an integral part of the me.t Progrom.

Company's fmancial plan- h h. __ _ . ,

~ 7 :_ i
ning. '.

In the early 1970s,
Meeting the J T.-
Challenge

rapid incmams in operating
costs and intemst rates, new i

environmental requzements |'and escalating constmetion g j t

costs combined with inade- .3 |. . . _ .

15
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The Licensing heensed and put into opera- the United States Supreme !

Claalienge tion within seven yeam. Court.
,

When plans for McGuire Regulatory authonties also !

O ernment licenses
btaining the were made public in the ear- ultimately ruled in Duke's
necessary gov- ly 1970s, however, several favor on allissues. But short-

residents near the Lake Nor- ly befom the fmal operating
to build and op- man site voiced concerns license for McGuire Unit 1 '

erate the McGuire Nuclear about the environmentalim- was issued, the Thme Mile j

Station required mom than pact of the plant. The Com- Island accident occurred,
10,000 hours of legal work pany's initial response was resulting in a 17-month
and the preparation of more one of developing dialogue, moratorium on the issuance
than 50 tons of documents. recognizing that the of all new nuclear plant

! Thmughout the lengthy pm- technical complexities of licenses.
I cess, a series of obstacles nuclear power are often mis-

| was encountered: concen- undemtood. Achieving
trated efforts by anti-nuclear Some opponents remained the Goal
activists to block both con- unconvinced, organized into
struction and operation of a formal association and n July 8,1981, I

the plant; indecisiveness on used every avaihble legal McGuim Unit I was finallyi

| the part of regulatory maneuver over the ensuing granted a full-power operat-
authonties; and a 17-month 10 yeam in an attempt to ing license.
fmeze on the issuance of all

block construction and, The experience that was
|

new nuclear plant licenses later, operation of McGuire. ,

mculting from theThree Mile gained in deahng with op- '

Island accident. To counter the claim ,f op- position and in meetmg the
ponents and expedite extensive demands of

Despite these difficulties, regulatory action on regulatory authorities will
McGuire Unit 1 became the McGuire, Duke prepared prove invaluable in obtain-
first contested nuclear facihty and submitted voluminous ing licenses for future power
in the nation to be granted a reports detailing the various plants.
full-power operating license design features of the plant. , , , , , , , , , , _ , , , , , , , , , ,,

by the Nuclear Regulatory This material was sup- iory authoriei . ook. pr.por.a|
| Commission following the piemented with extensive "f.*,,',"""a'ifi.. ti.","d's*,'.' *;"'

,

| Three Mile Island accident. environmentalreports on the " ** ===1d ha'* =a ='s=1'5- !,

cant adv.r., impact on th. ur-!

existing geological, meteo- rou aio or. .

Meeting the rological, biological and - ai i

D
Challenge aquatic conditions of the

McGuire site. Independent

uke Power had scientists confirmed Duke's
~

;, *
never faced formal, orga- findings, as did regulatory

'

!

staH membem.
| nized opposition to the con.

struction of a power plant Opponents also filed federal'

! prior to McGuire. Indeed, lawsuits challenging the con- -

| no objections were raised stitutionality of congres- |
when plans for the Oconee sionally estabbshed limits on
Nuclear Station were an- liabihty claims resulting from
nounced in 1966. Constmc- a nuclear accident. After h
tion pennits were issued for four yeam of extended pm-
Oconee in less than a year, coedings, the lawsuits wem
and the plant was built, decided in Duke's favor by ;
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hen Duke to an actual load of 8,000 than anticipated and is ex-
Power em- kilowatts. IBM will save an pected to grow in 1982.' -

-

barked onits estimated $420,000inits an~ Established programs use
Load Man- nual power bill and reduce rate incentives to encourage '

agement Program in the the buildings annual energy custome:s to upgrade thein- |

mid-1970s, the initial goal consumption by more than sulatior of their homes, to
' '

was to reduce projected 14 million kilowatt-hours. Aft r 'any daily activities4

; peak demand 1,300,000 These effortseamed theIBM from ( i-peak to off-peak
facility a citation from the hours, ed to allow theCom-

The goal today has been ex- Southeastern Electric Ex. pany to .nterrupt service to
i panded to mduce projected change as the most outstand- electric water heaters and

winter peak demand mom ing example of energy effi. central air conditionem dur-
! than 6,000,000 kilowatts by ciencyin theindustnalsector ing emergency periods.

1996. in 1981. These activities continue to
The Company it seeking Duke also introduced the be expanded. In 1982, for
through its load manage- most ambitious element of its ex mple, residential custom-

ers in North Carolina willbement activities to eliminate residentialload management
the need for six additional program in 1981: the ffered help in financing
generating units, avoiding Residential Conservation energy-efficiency improve-
more than $10 billionin new service. This program offem ments with a program to ab-

plant investment. the Company's 1.1 million s rb a portion of the intemst ;

Mom than 40 diffemnt pro. residential customers per.
n privately arranged loans.

grams for residental, com- sonalized and comprehen- The comprehensive effort is t

mercial and industrial sive energy analyses of their on schedule with an ac-
customers have been homes to help find ways to cumulated reduction in pro-
developed and are being ac. reduce energy consumption jected peak load of morer

tively promoted to achieve and lower power bills. Initial than 1,000,000 kilowatts at'

i the 1996 goals. Oneleading msp nse has been greater the end of 1981.
New York securities firm has
labeled Duke's load manage- M C" ' h ' h [I] 2' ,",0 ","f,*,,',*"*%'""d@ '

'ment efforts the "most ag- l ;A. , :& W duced the esti.ated annual ener-
gy consu.ption of L' --- h,2nk~ (, 7-gressive" in the nation.

. - ..te, .,. i,. .nt n

g; turing plant Geit) in Charlotte,
Theextentof theCompany's j " C by 24 =1215 =k la==''-ha=r=-

success in load management
was exemplihed in 1981 by
its work with IBM in minimiz- ,, ;

ing the energy consumption , . .

of its recently completed V y,
'one-million-square-foot ''i

manufacturing plant for .

-

bank computer equipment - | ) 91'

Ih +.br
~

in Charlotte, N.C. f.i

I w -y "
Duke's technical specialists,

.

:

,

| working closely with IBM's
"

r-
, , , , , , , , ,,

j management, helped re " " '' y c
I duce the electric demand of &-

the facility from an initial C sf g e ' ;s
, e

estimate of 14,000 kilowatts h.? eah&w.a-'
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Responsibility for Financial Statements

Tb fmncal statements of Duke Power Company wem prepamd countng controls are contnually reviewed for effeebyenes and
by management which is m+vudle for their integnty and objec- are augmented by wntten pohcies, standards and procedures,
tenty. The statements have bwn prepamd in confonnity with and a strong program of intemal audd.
gerarally ao pted aamunhng pnnciples appropriate in the cir-
cumstan s to mflect in all material respects the substance of h board of directors pursues its oversight role for the financial
events and transachons that should be included and the other in- statements through the audd commdtee, composed solely of
forrrabon in the annual report is consistent with thcee statements. directors who are not officers or employees of the Company. h
in prepinng the financial statements, management make in- audd committee meets with management and intemal audfors
formed judgements and eshmates of the expected effects of penodrally to review the work of each and to monitor the
e"ents and transactions that are currently being reported. discharge by each of their responsibihbes. h audd committee

also meets penodically with the Company's independent auditors,
"Ib Company's system of intemal accounting control is dmgned Delodte Haskins & Sells, who have free acmss to the audd com-
to provide reasonable assurance that assets are safeguarded and mittee or the board, without management present, to discuss in-
transactions am executed in accordarce with management's temal accountng control, audding and financial reportng mat-
authorization and recorded properly to permit the preparation of ters.
financal statements in accordance with generally accepted ac-
ccunhng pnnciples. b Company's accounting controls provide
reasonable amuran that errors or irregulanties that could be g'
matenal to the firancel statements are prevented or would be
dcacted by employees within a hmely penod in the normal Porter A. Hauser
course of performirq their assyned functions. b Company's ac- Vice Pmsident & Controller

Auditors' Opinion

Duke Power Company:

We have examinal the bahnm sheets and the statements of of its funds for plant construebon costs for each of the three years
capitahzation of Duke Power Company as of December 31,1981 in the penod ended December 31,1981, in confonnity with
and 1980 and the rebted statements of inmme, mtained eam- generally acx:epted accounting principls applied on a consistent
ings, and source of funds for plant constmcbon costs for each of basis.
the thme ymrs in the penod endal De mber 31,1981. Our
examinations were made in accordance with generally ac pted *

SE kNCaudding standards and, aaordzngly, included such tests of the k kO8 k *
acccunting mmrds and such other auditing procedurus as we

Deloitte Haskins & Sellsma md necmary in the ammstances
Certfied Pubhc Accountants

in cas opinion, the above mentioned financial statements present
fairly tha fmancial posihon of the Company at December 31, Charlotte, North Carchna
1(231 and 1980 and the results of its operations and the source Febmary 15,1982

e
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Statements of Income
DUKE POWER COMPANY

Year Ended December 31
(441n n> hana 1981 1980 1979

Kilowatt-Hour Sales (thousands) 53,547,929 S2,311,276 50,323,17S

Electric Revenues (Notes 1 and 2) $1,908,454 $1,682,822 $1,492,557

Electric Expenses
Operabon

Fueluaxiin eketnc generabon. 790,967 680,693 589,402
Net interchange and pumhamd power (credit) . 25.068 (12,908) (17,2S4)
Wagm, benefits and matenals . 264,488 211,014 180,338

Maintenance of plant facihbes 131,670 114,597 94,598
Depmciahon and amortization (Note 1) . 142,899 131,441 12S,437
Generaltaxm 139,140 124,422 112.6S5
Income taxm(Notes 1 and 7) 137,872 1S3.,463 1S3,504

Total electnc expenms . 1,632,104 1.402,722 1,238,680

Electne operaung income 276,350 280,100 253,877

Other Income (Notes 1,7 and 10)
Allowance for equity funds uaxi dunng constmetion 159,285 150,846 121,701
Eamings of subsidaries, net . 14,662 3,418 10,447
Other, net (deducbon) 28,791 (3,299) (20,314)
Income taxm-other, net (deduction) (9,442) (982) 16,320
Income taxm-enxiit 60,747 58,382 40,458

Totalother income . 254,043 208,36S 168,612

Income beforeintemst deduchons 530,393 488,46S 422,489

Interest Deductions
Interest on long-term debt . 245,070 220,271 179,363
Otherintemst 11,694 17,287 9,752
Allowance for borrowed funds um*1 dunng

constmebon(enx11t)(Note 1) (62,622) (60,184) (41,386)

Totalinterest deductions . 194.142 177,374 147,729

Net Income 336,251 311,091 274,760
Divxiends on pmferred and pmfemnce stocks . 57,895 58,612 52,562

Earnings for Common Stock $ 278,356 $ 252,479 $ 222,198

Common Stock Data
Average shams outstanding (thousands) 87,313 81,985 77,168
Eamings per sham . S3.19 $3.08 $2.88
Divriends per share $2.08 $1.95 $1.83

See notes to hnancalstdtemenb.
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Statements of Source of Funds for Plant Construction Costs
DUKE POWER COMPANY

Year Ended December 31
w urs r, 6xa n e 1981 1980 1979

Funds from Operations
Net income . $336,251 $311,091 $274,760

Non-fund items
Deprecaton and nuclear fuel amortzaton . 224,675 210,600 190,110
Deferred income taxm and investment tax credit,

netof amortzaton . 109,572 68,198 91,991

Equity component of the a!!owance for funds used
dunng constmebon (159,285) (150,846) (121,701)

Other, net (13,146) 2,989 (S,854)

Funds from operatons . 498,067 442,032 429,306

Divriends paid (239,598) (217,618) (193,S85)

Funds retained in the business . 258,469 224,414 235,721

Funds from Financing and Sale of Assets-Net Proceeds
Sab of an intemst in the Catawba Nuclear Staton (Note 10) . 520,562 - -

Nuclear fueltrusts 42,248 30,664 76,2S4

Common stock 35,954 10S,829 131,561

First mortgage bonds . - 271,150 295,768

Pmfermistock - 49,323 49,251

Tenn note . - 10,000 -

Increase (dwrease) in notes payable for coretructon (25,650) 85,000 112,000

Funds from financing and sale of amets . 573,114 SS1,966 664,834

Totalavaihble funds 831.583 776,380 900,555

Increase in Working Capital Requirement . (92.946) (31,000) (43,536)

Retirements of Long Term Debt and Preferred Stock (93,551) (43,211) (1S0,412)

Plant Construction Expenditures 645,086 702,169 706,607
Equity component of the allowance for funds uaxi

dunna constmetion . 159,285 150,846 121,701

Plant Construction Costs . $804,371 $853,015 $828,308

Summary of Plant Construction Costs
Production $504,292 $590,420 $S71,023

Transmission . 36,233 S1,300 42,566

Detnbuton . 112.073 92,990 89,841

General 22,557 25,000 26,812

Subtotal . 675.155 759,710 730,242

Nuclear fuel 129,216 93,30S 98,066

Plant Construction Costs . $804,371 $853,01S $828,308

Sw nahe to SnancnlstaMmenb.
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Balance Sheets
DUKE POWER COMPANY

Assets Dewmber 31
4*cm in harra) 1981 1980 |

Electric Plant (at origral cost - Notes 1,6 and 11)
E3ectnc pbnt in servr:e . $5A62A74 $4,419,1S2
Ims accumubted depmcabon and amortization 1,842,831 1.629,109

Electne phntin service, net 3A19A43 2,790,043
Construcbon workin pmgmss 2,178.464 3,114,807

Total electnc phnt, net . 5.998,307 S,904,850

Other Property and Investments
Other property - at cost (less amumubted depmcabon:

1981 - $6,781; 1980- $4,551) 28,444 22,447
investments in and advan s to subsidianes(Note 1) . 54,981 34,373
Other invmtments - at cost or less (Note 10) . 22,592 8,845

Total other pmperty and investments . 104,017 65,66S

Current Assets
Cash (Note 9) 4,526 1,83S
Receivables Oess allowance for losses:

1981 $3,998; 1980-$4,064) 189,036 128,S49
Matenah and supphes - at average cost

Coal . 128,581 133,156
Other 93,457 79,SS2

Prepayments . 8,172 S,334

Totalcunentassets 419,772 348,426

Delorred Debits
Debt expense, bang amorteed over terms of rehted debt . 3,113 3,282
Other . 5A35 S,951

Totaldelermd daits 8,948 9,233

Tok:1 Assets $8,531,044 $6,328,174

Sea noks to hnancalstatemenb.

24



Capitalization and Liabilities Decerrhr 31
1981 19804HJus in t/nana

Capitalization (see Statements of Capitahzabon)
Common stock equity $2,108.935 $1,%9,140
Preferred and preference stocks without sinhng fund requirements . 388,610 395,858
Preferred stocks with sinking fund requirements . 308,674 316,559

Iong term debt 2.545,694 2,594,008

Totalcapitahzahon 5,351,913 S,27S,56S

Current Liabilities
Accounts payable 87,290 61,127

Interest acenni . 71,615 71,056

Taxes acenuxi . 59,958 45,610

Other . 26,872 24,282

Total 245,735 202,075

Notm payable for corstmchon pending permanent financing
(Note 9) . 171.350 197,000

Current matunbes of long-term debt and preferred stock . 79,646 74,110

Totalcurrent habihbes 496,731 473,18S

Accumulated Deferred Income Taxes (Notes 1 and 7) . 419,958 374,684

Deferred Credits
Inymtment tax credit (Notes I and 7) 249,208 193,276

Other . 13.234 11,464

Total deferred credits . 262,442 204,740

Commitments and Contingencies (Note 11)

Total Capitalization and Liabilities $6,531,044 $6,328,174

.

Sw noks to hnancialstatemenb.
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Statements of Capitah7ation and Retained Earnings :
DUKE POWER COMPANY

CGpitaliEGlion December 31
whamhans 1981 1980

Common Stock Equity (Note 3)
Common stock, no par, 150,000.000 and 100,000,000 chares authonzed and

88,482,S96 and 86,294,416 shams outstandmg for 1981 and 1980, respectively $1,579,093 $1,535,895
Retmed eamings 529,842 433,245

Totalcommon stock equdy 2,108,935 1,969,140

Preferred and Preference Stocks Without Sinking Fund Requirements (Note 4)
Pmfernxistock 375.000 375,000
Prefemnce stock 13,610 20,858

Total preferred and pmfemnoe stocks
wr.hout smlung fund requirements 388,610 395,858

Preferred Stocks With Sinking Fund Requirements (Note 5) 308,674 316,S59

Long-Term Debt (Note 6)
First and refundng mortgage bonds . 2,376,250 2,418,000
Sinlang fund debentums,4 7/8%-due 1982 25,000 25,000
Term note,9.025%-due 1985. 8,500 10,000
Pollution contml obhgations, 75% of pnme rate-due 1983 2,500 2,500
Capitahzed leams . 101,579 103,862
Nuclear fueltrusts 125,000 125,000
Unamortzed debt decount and premium, net (15,489) (16,244)
Current maunties of long-term debt . (77,646) (74,110)

Totallong-tenn dat 2,545,694 2,594,008

T talCapitalization $5,351,913 $5.27S,565

Retained Earnings hr Ended December 31
saamhans 1981 1980 1979

Balance-Begmnng of year . $433,245 $343,225 $266,173

Add-Net income . 336,251 311.091 274,760

Total 769,496 6S4,316 S40,933

Deduct
Divximds

Common stock . 181,703 159,240 141,035
Prefened and preference stocks . 57,895 58,612 52,S62

Capitalstock expense . 56 3,219 4,111

Totaldeductions 239,654 221,071 197,708

Balance-End of year $529,842 $433,24S $343,22S

See notes to Enancialstatements.
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Notes to Financial Statements
DUKE POWER COMPANY

1. Summary of Significant Accounting Policies

A. Additions to Electric Plant. b Company capitahzes a3 D. Subsidiaries.h Company amounts for invmtments a
constmeton-rebted d: rect hbor and matenals, as well as ind. rect its subsxianes, all of which are wholly-owned, using the equ:ty
condructon costs, includ:ng general engmmnng, taxes and the method. See "Subsidanes" on page 42. Retained eamags include
cost of money (allowance for funds used dunng constructon). L $41,234,000 of undstnbuted eamings of subsxianes at
cost of renewals and betterments of un:ts of property is mpitahzed; December 31,1981. Divdends received from subsidanes wem
the cat of repa:rs ard rephcements representng less than a unit $981,302 in 1981, $1,67S,000 in 1980 and $S,800,000 in
of property is charged to electnc expenses. h ongmal cost of 1979.
property mtmxi, together with removal costs less salvage value, is
charged to accumubted dcprecuton. E. Income Taxes. The Company and its subsidanes fue a con-

sohdated federalincorne tax retum. Income taxm are allocated to
B. Allowance fer Funds Used During Construction (ADC). each company based u its taxable income or loss.
ADC is an accounung procedure whereby the net compostte in-

Income taxes am a!!ocated to electne operatng expenm and to
termt and equity costs of capital funds used to f: nance constructon

non-electnc operatons under "Other Income " The " Income taxes-
am capitahzed in the same manner as constmeton bbor and

cmdf cbssied under "Other Income" results from tax daluctonsmatenal costs. ADC, a noncash, non-operatng item, is recog~
of interest costs rehtng to investments in non-utity propertes,nizal as a cost of Electne Phnt, with offsettng cmd:ts to "Other
mainly CWIP not includalin rate bam.Income and Intemst Deduchons because, under estabbshad

regubtory rate practces, a utity is penmtted to include a fair Deferred income taxes am provded for tming differences be.
return on, and the recovery of, these capital costs through their in. tween book and tax income, pnncipally resultng from accelerated
clumon in rate laae and in the provision for depmcaton. tax depmcaton, capitaheed taxm and employw benehts, cost of

removal, and nuclear fue! d sposal costs..- ,.-

ADC, whrh is compounded semi-annuauy, was calcubted on
average embedded rates (net of apphcable income taxes) of 8.67 Investment tax cndt is defermd and amortzed over the useful
percent, 8.10 percent ano G.01 percent for 1981,1980 ar6 hves of the related propertim. At December 31,1981, the Com-
1979, nrpectvely, pany had unused investment tax emd:t approximahng $60

"' * * "NNorth Caruhna statutes mquae that capital expend:tums for don-
stmeton work in progrms (CWIP), incurmd on or aher July 1, F. Fuel Cost AdWU Pmcedm The Copy b p1979 and regumted in rate apphcations after such date, be includ-

cedures in all three of its regulatory junsdictions to adjust rates for
ed in rate bam for ratemaking purpcses. Under such statutes,

fluctuations in fuel costs. Procedures for Nonh and South Carchnautises are permitted to continue capitahz:ng ADC with mspect t
mtail junsdictions provide for penodic reviews of fuel costs with

CWIP not included in rate base but am not pemutted to des
provsion for changmg such costs in bam rates. With respect towith respect to CWIP included innte base. At Decenber 31,
Sodh Carchna, the Compviy continues to reflect in revenues the1981, $144,841,000 o' CWIP was included in Nonh Carchna
differenm betwwn actual fuel costs incurred and fuel costsrate bam and themfom excluded ferpurposes of capiiahzing
recovered through base rates. Procedurm for the wholesaleADC x
junsdrton provde for monthly fuel cost adjustments.,.

C. Depreciation and Amortization. Procions for depmca-
ton are nerded using the straight 4ne inethod. h year-end
composite weightni a<erage deprreation rates wer* 3.44 percent
for 1981 and 3.33 ywxint for 1980 and 1979. All coal-fmxi
generatng uruts am depecAd at the rate of 3.S7 percent.
Begmrung October 1977 the depreciation rate on rmekwr phnt
was revised from 3.S7 percent to 4.00 percent: This rate includm
an allowance for decorr.missiorung costs. However, the Company
is contnuing to evaluato the irrract of such cmts. Provisions for
amortzaton of nuclear fuel, which are irduded in " Fuck:md ivi
electnc generation," ee mco ded unng 15? urut of pmductio%
method. Because of the pmsent tnavai bihty of mprocessing%

facites, nuchir ual amortzaton includes an atma *e of dispcsal8

costs.

.
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2. Rate Matters
General rate inemases since January 1,1979 are as follows (dollars in thousands):

Pement Annuabed Approxunate Revenue Recorded

Jurnheton and Date Implemented Incmase on 1981 Sus 1981 1980 1979

N.C. Reta:1
Octder8,1979 3.20 $ 32,900 $ 32,900 $30,900 $ 6,800
October 3,1980 6.03 66,700 66,700 14,800 -

Dwember 1,1981. 14.99 (a) 169,900 13,400 - -

S.C. Retail
October 8,1979 6.02 24,500 24,500 25,200 4,900

11mmber 1,1981. 13.00(b) 55,400 21.600 - -

Whoksale
October 8,1979 3.45 S,700 S,700 6,500 1,400

October 3,1980 6.71 13,700 13,700 3,300 -

January 23,1981. 2.10 4,600 4,100 - -

December 1,1981. 18.04 (a) 41,500 2,700(c) - -

$414,900 $185,300 580,700 $13,100
_

(a) he incmars wem unplemented in two stages, on October 18 and on December 1, the last of which was to reflect the com-
mercial operaton of McGuue Urut 1.

(b)h incree was implemented in three stages, on January 28. October 18. and December 1, the last of which was to refket the
commerent operaton of McGuire Urut 1.

(c) Subject to refund with interect.

3. Common Stock and Retained Earnings

Common Stock
In 1981,1980 and 1979, the Company mceived $35,954,000,
$108,361,000 and $134,924,000 from the issuance of
1,884,944 shams,6,278,820 shams and 6,999,292 shams of
common stock, respectvely (see Note 12).

At December 31,1981, certa:n shams of common stock were mserved for issuance as follows:
'

Shams

Stock Purchaa> Savings Program for Employees S.254,078

Convers:en of Preference Stock . 581,627

Dividend Reinvestment and Stock Purcham Plan S10,066

Emp!cyees' Stock Ownership Plan 2.901,998

Total . 9,247,769

Retained Earnings
None of the Company's reta:ned eamings as of De mber 31,
1981 wem mstncted with respect to the declaraton or payment of
d:vnlends.
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4. Preferred and Preference Stocks Without Sinking Fund Requirements

At December 31,1981 and 1980,10,000,000 shares of pre- Preferrtd and preference stocks without sinking fund requ.rements
ferral stock ($100 par value) were authonzed and issuable with at December 31,19P1 and 1980 were as follows (dollars in
or without sinlung fund mquirements. In addmon, 1,500,000 thousands):
slams of preference stock ($100 par value) were authonzed at Year h
Dammber 31,1981 and 1980. Rate /Senes issual Outstandmg 1981 1980

The outstandmg Preference Stock,6 3/4 pement Convertble 4.50% C 1964 350,000 $ 35,000 $ 35,000
Senes AA, is convertble into shares of common stock at the ad- S.72% D 1966 350,000 35,000 35,000
justed conversion pnce of $23.89 per sham, each share of 6.72% E 1968 350,000 35,000 35,000
preference stock being valued at $100 par for such purpose. The 8.70 % F 1970 600,000 60,000 60,000
conversion pnce is subject to rtain adjustr.ents dmgned to pm- 8.20% G 1971 600,000 60,000 60,000
tect the conversion privilege against diluton. In 1981,1980 and 7.80 % H 1972 600,000 60,000 60,000
1979, 72,477 shams,127,476 shares and 88,40S shares were 8.28% K 1977 500,000 50,000 50,000
converted into 303,236 shares, S26,657 shams and 357,418 8.84 % M 1978 400,000 40,000 40,000
shares of common stock, mspectively. 6 3/4%, AA

Convertble 1%9 136,109 13,610 -

208,586 - 20,858

Total $388,610 $395,858

5, Preferred Stocks With Sinking Fund Requirements
At December 31,1981 and 1980,10,000,000 shams of pre. The annual sinking fund requimments thmugh 1986, net of
ferred stock ($100 par value) were autonzed and issuable with amounts previously acquimd, are $2,000,0(X)in 1982,
or without smkmg fund mquirements. In addmon, 10,000,000 $4,000,050 in 1983, $7,900,000 in 1984, $7,900,000 in 1985
shares of preferral stock A ($25 par value) were authonzed at and $9,S25,000 in 1986, with come addmonal redemptions per-
Demmber 31,1981 and 1980. rrutted at the Company's option.

Pmfentd stocks with sinking fund mquirements at December 31, The call provisions for the outstandmg pmferred and pmfemnce
1981 and 1980 were as follows (dollars in thousands): stocks specify vanous redemption pnces not exceed.ng 111 per-

Year Shares cent of par valum plus amumulated divdends to the redemption

Rate /Serm Imual Outstandmg 1981 1980 date.

7.3S% 1 1973 600,000 $ 60,000 $ 60,000
8.20% J 1977 500,000 50,000 S0,000
8.375%L 1978 500,000 50,000 50,000
8.84% N 1979 500,000 50,000 50,000

11.00 % O 1980 500,000 S0,000 50,000
10.76% A 1975 2,280,000 57,000 -

2,340,000 - 58,500

loss: Pmferrtd shves reacquired for
cunent and future sinking fund
requirements-at cost

Shams
Reacnuired

10.76% A 119,998 (2,6601 -

83,000 - (1,941)
8.84% N 32,500 (2,430) -

11.00% O 13.750 (1,236) -

Cunent stnking fund requirement
8.20% I (2,000) -

Total $308,674 $316,559

29



-. _ _. __. . . - -

,

i

6,Iong-Term Debt
Fust and refurxhng mortgage bonds outstarxtng at De mber 31,1981 and 1980 were as foHows (see Note 12)(dollars in thousands):

Year Year
Series Due 1981 1980 Series Due 1981 1980

kxmtnn@

31/4% 1981 $ - $ 35,000 7 3/8%B 2001 $ 40,000 $ 40,000
3 S/8% 1986 30,000 30,000 73/4% 2002 100,000 100,000

14 3/8 % 1987 50,000 50,000 7 3/8%B 2002 75,000 75,000
12 % 1990 7S,000 75,000 7 3/4 % 2003 100,000 100,000
41/2% 1992 50,000 S0,000 81/8%B 2003 100,000 100,000

4 41/4%B 1992 50,000 S0,000 93/4% 2004 100,000 100,000
11% 1994 91,250 98,000 91/2% 2005 100,000 100,000
41/2% 1995 40,000 40,000 83/8% 2006 100,000 100,000
S 3/8% 1997 75,000 75,000 81/8% 2007 125,000 125,000
63/8% 1998 75,000 75,000 93/8% 2008 125,000 125,000
7% 1999 75,000 75,000 10 1/8 % 2009 150,000 150,000

,.

8%B 1999 7S,000 75,000 107/8%B 2009 150,000 150,000
81/2% 2000 75,000 75,000 14 7/8 % 2010 100,000 100,000

. 8 5/8%B 2000 100,000 100,000 131/8%B 2010 50,000 S0.000
| 71/2% 2001 100,000 100,000

Total $2,376,250 $2,418,000

SubstantaDy all electne phnt was mortgaged at December 31,1981.
_

| The annual matunties of long-tenn dd>t (includog sinbng fund re. Included in the annual matunties are amounts whhng to
quirements and mpihlimi lease pnncipal payments) through $125,000,000 in outstandmg obligahons under two nuclear ft, J
1986 are $77,646,000 in 1982, $62,S10,000 in 1983, trusts. Such matunbes are based on eshmated nuclear fuel con
$49,3S3,000 in 1984, $12,085,000 in 198S and $40,392,000 sumption. The Company intends to transfer utle to additional
in 1986. nuclear fuel to the trusts to rephoe such amounts as fuel is con-

sumed.

:
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7. Income Tax Expense
Income tax expense consisted of the foHowing (dc,!!ars in thousarxis):

1981 1980 1979

Electne Expenses
Current incx>me taxm

Federal . $ 30,244 (a) $ 69,134 $ 61,698
State 11,183 16,121 14,S80,

41,427 85,255 76,278

Defenud taxm, net
Excesstaxoverbookdepmciation . 49,3S3 (b) 2S,114 27,594
Capitahzed taxm, employee benefits, etc. 16,672 17,680 16,545
Revenum refurxbble . (8,281) - -

Repair allowance and cost of removal . (38)(b) S872 7,369
Nuclearfueldsposalcosts. (12,336) (12,263) (10,800).

45,370 36,403 40,708

Investment tax cmdd
Defermd S6,146 36,8S4 - 41,196
Amortization of deferments (credd) . (S,071) (S,0j9) (4,678)

S t ,075 31,80S 36,518
Totalelectricexpenses 137,872 1S3,463 1S3,504

'

Other Income
Income taxes-other, net (deduction) . S1,592 (c) 982 (16,320)
Incometaxm-credd . (60,747) (58,382) (40,4S8)

Totalotherincome (9,1SS) (S7,400) (56,778)

Totalincometax expense . $128,717 $ 96,063 $ 96,726

Total cunwt income taxes wem $24,002,000, $30,037,000 and $19,500,000 of which state income taxm wem $11,086,000,
$10,753,000 and $8,917,000 for 1981,1980 and 1979, respechvely.

Total deferred incom taxes wem $53,641,000, $34,221,000 and $40,708,000 of which defened state incorne taxes were
$7,899,000, $3,896.000 and $4,399,000 for 1981,1980 and 1979, respectively.

(a) Electne federalincorm tax reflects substantial invatment tax cmdd utlization related to the tax gain on sale of assets in Febmary
1981.

(b) Reflects changs attnbutable to the Economic Recovery Tax Act of 1981. Defened taxm on depreciation also reflect Urut 1 of the
McGuve Nuclear Station coming in service December 1,1981.

(c) Includes $42,150,000 msultng from the sale of assets in Febmary 1981 and nominal amounts thermfter (see Note 10). Such in-
come taxes, which are included in "Other, net (deduchon)" on the Statements of Income, reflect a taxable gain in exams of book
gain msulting pnncipally from the trmtment of ADC.

Income taxes differ from amounts computed by applyng the statutory tax rate to pretax income as foHows (dollars in thousands):

1081 1980 1979

Income taxes on pret ,x income at the statutory federal rate of 46% $213,885 $187,291 $170,884
Increase (mduchon) n tax msulting from:

Allowance for aH furds used dunng construction (ADC) . (102,077) (97,074) (7S,020)
Amortizabon of electric investment tax credd deferrals (S,071) (5,049) (4,688)
State income taxes, net of federalincome tax benefits 13,595 9,044 7,483
Incrmse in tax expense pnmanly due to ex ssof taxgainoverbookprofit

onsaleof assets . . 12,468 - - -

Otheritems, net (4,083) 1,851 (1,933)

Totalincometaxexpense(seeabove) . $128,717 $ 96,063 $ 96,726
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8. Retirement Plan
|

h Company and two of its subadanes have a non-contnbutory, A companson of accumuhted phn bmehts and phn not assets at
defmed beneht retrement phn covenng substantally all their December 31,1980, the date of the htest actuanal report, and

employms. & Company's pohey is to fund pension cats ac- De mber 31,1979 is as follows (dollars in thousands):
crued. Total pension expense amounted to $31,896.000 in 1981, 1980 1979
$26,782,000 in 1980 and $23,844,000 in 1979. Effectve
September 1,1980 the plan was amended to provrie for certain

Actuanalprmentvalueof amumulated,
'

phn changm includmg increased benehts for active and retred
phnbemhts

Vested. $202,851 $126,7S7.
employees. Also, in 1981, the actuanal mst method and certam

N n-Vested 60,332 13.090
actuanal assumptions wem changed. 'Ihe effect of these changa
dxl not sigrubcantly mcmase the Company's pension cost for Total $263,183 $139,847
1981.

Net assetsavaihblefor benehts $244,008 $176,840

% weighted average assumed rate of return used in detenrurung
the actuanal preent value of accumuhted phn benehts was 8.3
percent in 1980 and 7.5 percent in 1979.

9. Short-Term Borrowings

b Company has hnes of cnxht with 77 commertal banks and balance mquirements of $1,748,000. Bank loans, normaHy for 90
uses thme hnes, plus the sale of commercial paper, to fmance its days or less, are principally at the lendmg bank's commercial
cunent cash roquaements. pnme interest rate. Certain of the Company's bardt hne ar.

rangemets may mquim adddional balances or fees rehted to an-
At December 31,1981, the hnes of credd were on either a fee nual average bonowings.
oasis and/or compensatng bahnce basis, with average annual

A summary of short-term bonewmgs and credd arrangements is as follows (dollars in thousands);

1981 1980 1979

Amount outstanding at yearend-average rates of 11.69%,17.74% and 14.09%,
mspectvely . $171,350 $197,000 $112,000

Max: mum amount outstarxhng dunng the year . $250,398 $197,000 $125,400

Average amount outstandmg dunng the year . $ 38,829 $ 84,466 $ 33,894

Weighted average interest rate for the year-computed on a daily basis . IS.39% 12.91% 11.93%

Linesof enxht at yearend . $305,400 $280,400 $280,000

10. Other Income

in February 1981, the Company soki a 75 percent interest in at December 31,1981) under "Other investments." h imphcit
Urut 1 of the Catawba Nuclear Station (Catawba) and 37.5 per- interest on the notes is accrued monthly. h net of tax proht from
cent of the station's support facihtes to groups of North Carchna the sale was $4 milhon. At December 31,1981, " Construction
and South Carotra rural electric cooperatve customers. At clos- work in progress" included $401,502,000 mpmsentng the Com-

ing, $521 milhon and two noth totahng $76 million wem re- pany's inveetment in its remaming interest in Catawba.
ceived. b notes are non-intgest beanng unti 10 years after the in 1979, the Company made a provsion to wnte down the carry-
hrst Catawba urut begms cometercial operation, after whrh, in- ing value of an investment made pursuant to the terms of a certain
terest and pnncipal payments Sommence. b Company has dis- coal supply contract. A charge was recorded of approximately
counted the notes and record '.3 the present value ($13.8 milhon $13,564,000 (after giving effect to income taxes of $12,264,000).

.
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11. Commitments and Contingencies

A. Construction Program. The Company is engagad in a long- maxunum of $10 mAon a year for each of is beensed reactors in
range constmeton program for which substantal commitments the event of more than one incident. At December 31,1981, the

h<we twn made. Projected constmeton and nuc6ar fuel costs for Company had four heensed reactors.
'

the ymrs 1982 through 1984 are $2.02 buon and $514 mnon' Property damage coverage for certa:n of the Company,s nuclear
respectvely. The program is subject to penodic review and revi~ facates is provided through membership in Nuclear Mutual
sion, and actual coretruccon costs incurred may vary from such Lumted (NMLL If NML's losses were to excead its reserves, the
estunates. This a due to vanous factors includog chang:ng levels Company could be hable, en a pro rata bas:s, for additonal
of ir.fhton, revad load atunates, the cost and avaihbaty of ments of up to $72 muon, representng 14 tmes the Com-
capital, and the outcome of heens:ng and environmental mat'ers. .s current annual premium to NML.

On Febmary 24,1981, the Board of D. rectors, because of the The Company is a member of Nuclear Electnc Insurar.x Lumted
unwrta:nty of the ava:!abary of funds on reasonable tenns, in' (NEIL) which provides msurance for the increased cost of uenera-
detrately dehyad compbton of Cherckee Urat 1 and intermpted tion or purchased power resultng from the accidental outage of a
work on Urat 2. This sta+us rema:ns unchanged nuclear un:t. If Imses were to exceed the accumuhted funds
The maragement of the Company intends to mcommend to the ava1bble to NEIL, the Company would be hable for a retrospec-
Board of D. rectors at its Febmary meetng the w;thdrawal of the tve premium adjustment of up to f ve tmes the regular annua!
Company's apphcat:en for a constmenon renmt for the propo*xi premium. Maxunum potental labity per meident currently a
Perkms Nuchar Staton. If such rmcmmendater is approved, the atmated to be $26 muon.
Compmy miends to nyuest pennman in mch of its nx;u6 tory The Company antcipates purchas:ng frem NEIL, thmugh its Ex-
junsd.ctons to recover costs rela $xi to such proposal facity. Ihe Propedy Insurance Program, $5CO mdon of propedy'
Compmy has meurrai no matena! cats and has no comm:tmen's damage insurance. This is m aditon to the $450 muon of
the cance!!aton of which would nWt m any materal costs with coveme provided by the Company's underlymg prcperty
rgwt to such facity. damage pohc:es :ssued through the commere:al market. If losses -

were to excad the accumuhted funds ava:hble to NEIL for the
B. Nuclear Insurance. The Compmy,s pubhc labaty for cbuns Excess Property Insuranm Program, the Company would be
resultng from any nylmr medent a hm;ted to $560 muon We for a m*rm tve prem:um adjus ment of up to 7.5 tunes
under provt or.3 of the Pnce-ruderson fict which provides for the regubr annual pmmium, in the pohcy ymr m which the loss s
nucimr hA.ty msurance up to that amount. is porton of ths in-

,

'"cy 7ny3 '_

surance a provded through Nuclear Regubtory Commmon
nyubtons pursuant to which the Company couki be assemi up C. Leases. Mm: mum leam comm:'ments as of December 31,
to $5 m$on for each of :ts hcermi reactors m the event there is 1981 under a'l capital and operatng ! mas are not materah
nuclear inadent myc!ving any heermi facity in the naton w:th a

12. Subsequent Events

On January 7,1982, the Company issued 3,727.544 shares of mortgage bonds w;th a face va ue of $119,902.000. A non-l

common stock w:th a market value of $73,489,000 in exchange taxable gam of $48,304,000 on the mtrement of the bonds was
for portons of several senes of ou*xand:ng fust and refundmg recorded m 1982 as an extraordmary item.
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Management's Discussion and Analysis of
Financial Condition and Results of Operations

DUTI POWER CO!5ANY

Liquidity and Capital Needs In Febmary 1981 the Company sold a 75
and Resources percent truemst in Urut 1 of the Catawba

Since January 1,1977, addtons to prop- Nuclear Staton (Catawba) and 37.S per-

erty of $4.0 buon (includng nuclear fuel) nt of the station's support facates to

and retrements of $800 mean have gmups of the Company's North Carchna
resulted in a nd incmue in gross plant of and South Carutna rural electnc coopera-

$3.2 buon. In 1981 the net increase in tve customers. Cash proceeds of $S21

gross phnt of $300 muon was due to muon were received from the sale. he
property addtons of $800 milhon and Catawba sale, coupled with funds from

retirements of $500 milhon. He amount of operatons, enabled the Company to gen-

retrements was unusually hrge pnmanly erate 94 pement of its capital requ.rements

due to the sale, in Febmary 1981, of a miemauy, preciuang the need for long-

porton of the Catawba Nucimr Staton. term fmancing in 1981.

Projected constmetoa and nuclear fuel
costs for the penod 1982 thmugh 1984 An agmement to sell 25 pement of Urut 2

are $2.02 buon and $514 milhon, mspec. f Catawba to a group of South Carchna

tvely. Included in the projected constmc. mmcipahties was mached in August

ton costs am nominal amounts related to 1981. The sale may be consummated by

the Bad Creek Hydmelectnc Staton. This mid-1982. It would provde cash proceeds

pumped storage facity will have a net of appmximately $250 rmlhon.

capabaty of 1,000,000 KW cons:stng of To Mer - @ expenh
four 250,000 KW uruts, although con- The constmeton pmgram cunently re. the Company has ir.itiated a comprehen-
tm completion has not bmn defirute- quires expenditures gmater than cash sive load managerrent program. The pro-

' generated intemally from operatons. The gram is designed to hmit future construc-
On Febmary 24,1981, the Board of Company initally funds the excess with tien costs by enceuragmg consumers to
Duectors, bmause of the uncertamty of the short-term bank bormwings and commer- mduce demands on the system without
availabaty of funds on reasonalje tenns, cial paper. While the Company prefers to restnctng the contnued economic
indehrutdy debyed completon of hmit short-tenn debt to about $150 milhon, development of the Company's service
Chemkm Urut I and interrupted work on it presently has bank hnes of cmdit of ama.
Urut 2. This status remams unchanged. $305 milhon. Sin 1977 the Company

has refunded all of its short-term debt at The Company is comrmtted to improving
The management of the Company intends

least once each ymr. In early 1982 ap. its fmancial strength to provide increased
to mcommend to the Board of Dtmetors at proxunately $190 muon will be obtainM financmg flexibaty. He Company
its Febmary mmung the withdrawal of the beheves that in the current economic en-from long-term fmancmgs to mduce short.
Company s apphcaton for a constmeton term debt, which was $171 milhon as of vironment, it is important to seek a
perrmt for the proposed Perkms Nuclear December 31,1981- stmnger capital structure and to maintain
Staton. If such recommendaton is ap- manageable levels of long-term debt.
proved, the Company intends to regumt Dunng the past five ymrs, fmancings have i

permission in each of its reguhtory included $1.0 bilhon in long-term debt At year-end the Company auined a level I

junsdctions to recover costs rehted to (pnncipally first and refundmg mortgage of capitahzation of 48 percent long-term
such proposed facaty. He Company has bonds), $2CO milhon in preferred stock debt,13 percent pmferred stocks and 39
incurred no material costs and has no and $530 milhon in common stock. Sinc 3 percent common equity. On January 7,
comrmtments the cancelhtion of which November 1978 sales of intemsts in the 1982 the Company issued 3,727,544
wouki nru!t in any matenal costs w9h Catawba Nuclear Staten have pmyded shares of common stock with a market
mspcct to such facaty. $781 milhon. value of $73,189,000 in exchange for
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portons of reveral senes of fuat and Fixed charge coverage, usng the salm were the major contnbutors to the
refundmg mortgage bonds having a face Smuntos and Exchange Commssion higher revenues. The rate increases were
value of $119,902.000. A non taxable (SEC) method, has not chsnged necessitated by the effwts of inflaton, the
ga:n of $48,304,000 on the retrement of sigmhcantly because of the increamngly mcluson of constmcton work in pmgmss
bonds was recorded in 1982 as an ex- high level of embedded costs. Dunng in rate base and the need for a higher
traordziary itern. This enabled the Com- 1981 tlus coverage increased to 2.73 retum on investment. Pnmanly because of
pmy to incrmse its common equ:ty rato tmes, compamd with 2.71 tmes in 1977; growth in the number of customers, total
from 39.4 percent at December 31,1981 this indicator contnues to reman below kilowatt hour sa'es inened from 48.8
to 41.7 percent. The Company plans to the Company's goal of 3.5 tmes. bilhon in 1977 to 53.5 bilhon in 1981, an
contnue to evaluate opporturutes to m- increase of 10 percent.
crwee its fmancial strength without dilutng

OpmMng Expenses
exstng shamholders equity.

Increams in total electnc expenses have
From 1977 to 1981, funds from opera- substanta'ly offset the increase in revenues
tons provded 29 percent of capital re- dunng the 1977 81 penod. The most
quzements, not includag cash generated sigmhcant increase is in operatng and
from the two Catawba sales. It is the mantenance expense, which rose 74 per-
Company's long range obyrtve to cent. Inflaton (see " Selected Fmancial
generate at Imst 50 pement of its capital Data - Fffects of Changng Prices"), in-
nyu:rements from intemal soumes. The creased generaton from fossil-hred sta-
inchlacn of con <*mcbon work in progmss tons, decreased hydmelectne generaton
and ccmpleted generaLig umts in rate and increased requirements by the
bre and a higher rate of return on invest- Nuclear Reguhtory Comnussion were the
mont wll aid in incnuang the level of in- key factors.
ternal cash generaton. These matters were
conadered in recent rate apphcatons in N er
the Company's three rate juredictons In Over the f:ve ymr penod allowance for
Daember 1981 the North Camhna funds used dunng constructon (included
Ut!.tes Comm:sson issual a rate order in both other income and intemst deduc-
dl}oWing a 16.5 percent retum on com- tions) inermsed, pnmanly as a result of
mon (qu:ty, inclusion in rate batse of higher constmeton work in progress and
McGu:re Umt 1, which was placed m Results of Operations higher embedded cost of funds. Interest
commercial operaton on Decerrler 1, Net Income and D;vidends income inenmed $19 m:lhon from 1980
1981, as well as mrtain constmeten work From 1977 to 1981, eammgs per share to 1981, largely through the mvestment of
in progmss. In January 1982 He Pubhc (EPS) inemased 32 percent from $2.41 to pmcoeds from the Catawba sale. Eamings
Semce Comm:ssion of South Carchna $3.19. The eamed retum on common Of S'2bsidiams amounted to $15 rmlhon m
issued a rate order allowing a 13.0 per- equity inemased from 12.0 percent in 1981. The Company achvely seeks to im-
cent retum on common equity and the in- 1977 to 13.7 percent in 1981. Divdends pmve the rate of return on investment m
clusion in rate base of McGu:re Umt 1. per share increased 28 percent from its subsd: anes, the eamings of which are
The June 1981 wholesale request is under $1.63 in 1977 to $2.08 for 1981. mflected in other income. Intemst deduc-
consderat.on by the Federal Energy tons and divdends on prefermd and
Regulatory Commission. Smce infbton Revenus pmference stocks have inenned smce
has contnued to incrmse costs in 1981, Revenues incmased by S1 pement over 1977 because of higher interest rates dur-
the Company expmts to hle further re- the 1977-81 period. Increases in rates tng the subsequent penod and the need
quests for increased rates in early 1982. chargai to customers and in blowashour for add:tional cap:tal.
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Long-Term Financing and Sale of Assets
DUKE POWER COMPANY

To meet its capital reauimments, the Company has f:nanced extenstvely with long-term debt and equity secunties and has ramd
addtonal capital thmugh other typm of financmg plus the sale of cedain assets (dollam in thousands).

1981 1980 1979
Price Per Not Net Net

Sham Proceeds Procmds Proceeds |

Financing I

Common stock
Pubhc sales

(4,000,000 shares; August 26) . $17.375 5 66,968
(5,500,000 shams; March 21) 19.50 $103,887

Stock Purchase-Savmgs Pmgram for Employees
(l.236,180 shares) . 18.88* $ 23,344
(1,104,545 shams) . 17.03* 18,815
(819,308 shams)

. 18.43' 15,103
Dividend Reinvetment and Stock Purchase Plan

(S34,1S1 shams) 19.49* 10,412
(SS2,000 shares) 16.67* 9,201
(3S7,462 shares) - 18.57* 6,639

.

Employees' Stock Ownership Plan
(114,613 shams) 19.18* 2,190
(622,27Sshams) 17.43* 10,845
(322,S22 shares) 18.39' S,932

Totalcommonstock 35,954 10S,829 131,561

Prefened stock, $100 par
11 % Senes O (S00,000 shares; February 14) 49,323
8.84 % Senes N (S00,000 shares; June l 4) 49,251

Totalpmfenedstock. 49,323 49,2S1

1ong-tenn debt
First mongage bonds

14 7/8% Senesdue2010(March 19) . 98.410
14 3/8% Seriesdue 1987(March 19) . 49,533
12% Seriesdue 1990(August 26) 73,857
131/8% SenesBdue2010(August 26) 49,350
101/8% Senesdue2009(June 14) 147,647

10 7/8% SenesBdue2009(October 10) 148,121

Totalhrst mortgagebonds 271,1SO 295,768

Other financing
Nuclearfueltrusts . 42,248 30,664- 76,254
Tenn note-due 1985 - 10,000 -

Totalotherfmancing 42,248 40,664 76,254

Totallong-termdebt . 42.248 311,814 372,022

Totalfinancing 78,202 466,966 SS2,834

Sale of assets
Sale of an interest in the Catawba Nuclear Station . 520,582 - -

Totallong-term fmancing and sale of assets . $598.784 $466,966 $552.834

* Average
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Selected Financial Data
DUKE POWER COMPANY

1981 1980 1979 1978 1977

Condensed Statements of Income (thousands)
Electnc mvenues . $1.908.454 $1,682,822 $1,492,557 $1,3%,720 $1,266,974
Electncexpenses 1,632,104 1,402,722 1,238,680 1,159,719 1,037,088

Electnc operatingincome . 276,350 280,100 2S3,877 237,001 229.886
Otherinmme 254,043 208,365 168,612 131,899 96,955

Incomeoeforeintemstdeductions 530,393 488,465 422,489 368,900 326,841
Intemst deductions . 194.142 177,374 147,729 138,299 134,492

Netincome . 336,251 311,091 274,760 230,601 192,349
Divdends on pmferred and pmference stocks . 57,895 S8,612 S2,562 46,632 38,879

Eamingsforcommonstock $ 278,356 $ 2S2,479 $ 222,198 $ 183,%9 5 1S3,470

Common Stock Data
Shamsof commonstock-ymr-end(thoumnds) . 88,483 86,294 79,489 72,132 65,430

-average (thousands) 87,313 81,985 77,168 70,367 63,630
Per sham of common stock

Eamings $3.19 $3.08 $2.88 $2.61 $2.41
Divdends $2.08 $1.95 $1.83 $1.74 $1.63
Book value-ymr-end . $23.83 $22.82 $22.12 $21.31 $20.53
Market pnce-high-low . $22%-15% $19%-14% $20%-16% $22-18% $23%-19%

-year +nd $20% $18% $17% $19% $22

Balance Sheet Data (thousands)
Totalamts $6,531,044 $6,328,174 $5,615,372 $4,984,621 $4,610,706
Long-term debt . $2,545,694 $2,S94,008 $2.300,488 $1,974,209 $1,948,081
Prefemd stocks with sinlung fund requirements S 308,674 $ 316,559 $ 268,500 $ 220,000 $ 170,000

Electric and Other Statistics
Kilowatt-hour sales (milhons)

Residental . 13,861 13,765 12,832 12,959 12,462
Generalservre 9,731 9,395 8,778 8,920 8,623
Industral . 20,667 20,060 20.260 19,523 19,188
Wholesaleand otherenergy sales 9,289 9,091 8,453 8,537 8,57S

Totalkilowathoursales 53,548 S2,311 S0,323 49,939 48,848

Number of customers-ymr-end
Residental . 1,125.371 1,105,035 1,078,415 1,049,543 1,024,712
Other . 181,331 179,370 175,2S8 172,626 168,351

Totalcustomers . 1,306,702 1,284,405 1,253,677 1,222,169 1,193,063

Residental customer data
AverageannualKWH use 12,392 12,560 12,013 12,469 12,260
Averagerevenuebilled perKWH . 4.51 e 4.I 1e 3.90c 3.62e 3.40c

Number of employms-ymt-end
Operating and maintenance . I1,892 11,463 10,758 9,895 8,816
Engineenng and constmetion . 8,185 8,149 9,372 7,839 6,782

Sourm of energy (milhons of KWH)
Generated-Coal . 42,513 40,984 37,404 34,598 37,184

-Nuclear 14,229 14,213 14,228 1S,905 13,008
-Hydro 843 1,820 2,809 1,941 1,852
-Oiland gas 146 203 163 484 303

Net tnterchange ar.d purchased power . 494 (472) (512) 1,016 31
Sys*em average heat rate 9,633 9,675 9,742 9,769 9.743
Systemload factor 61.9 % 61.6 % 62.3% 62.9 % 62.0 %
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Selected Financial Data
_

DUKE POWER COMPANY

Quarterly Finunxdal Data
A summary of quarterly Imancal data for 1981 and 1980 is as foDows (doBars r thousands except per share data):

Electne Electnc Net Eammgs Per
Revenues Operating Income Income Common Share

1981 by Quarter *
Fourth. $484,782 $64,388 $79,626 $0.74
Third 499,216 64,188 83,740 0.79,

Second. 426,200 70,397 80,111 0.76
First 498,256 77,377 92,774 0.90.

,

1980 by Quarter *
Fourth . 425,219 76,760 76,764 0.72
Third 450,861 66,433 77,877 0.77
Second. 367,987 57,658 68,987 0.67
First 438,7SS 79,249 87,463 0.92

* Quarterly earrungs generally fluctuate with seasonal weather conditions, timing of rate increases (including fuel cost adjustment pro-
cedures) and maintenance of ekrtnc generating units, especally nuclear-fueled uruts.

Stock Market Information
At Dexmber 31,1981 and 1980, the Company had approxunately 123,900 and 129,000 hokiers of common stock, respectively.-
Dunng 1981 approxunately 30,610,000 shares of commort stock were traded compared to 20,666,000 dunng the previous year. The
Company's common stock is tradal on the New York Stock Exchange.

Dividend Stock Price Range

Common Stock Per Share ligi - Ml
1981 by Quarter

Fourth. $0.55 $22 % $19 %
'Ihird 0.51 21 % 18 %
Second. 0.S1 20 % 17 %
Fust 0 S1 19 % IS %

1980 by Quarter
Fourth . 0.S1 18 % IS %
'Ihird 0.48 18 % 16 %
Second 0.48 19 % IS %
First 0.48 18 % 14 %
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Selected Financial Data
DUKE POWER COMPANY

Effects of Changing Prices

in recent ymrs, the impact of general mfhtion and changes in Effects of Rate Regulation. Under the Company's present
specific prices has caused dstortions in traditional amountng ratemaking procedures, only the histancal cost of phnt in service
measurements of income and capdal. In response to this problem, is recoverable in rats as depmeiation. Therefore, the excess of
ths Financial Accounhng Standards Board (FASB) issued State- the cost of phnt stated in terms of constant dollars or current costs
ment No. 33 requinnq dsebsure of the effects of intiation cn a over the histoncal cost of plant, resulting from inflation in the cur-
company's operations and financial position. rent year, is not presently recoverable in rates as depreciation,

bm as a dm to M mcom& eBscause the accompanying supplementary information involves
various assumptions and approximations, it should be viewed as The reduction is offset by the Company having significant
an echmate of the effects of inflabon, rather than a precise amounts of long-term debt outstanding, as well as other net
measurement monetary liabihbes, which will be paid back in dollars of less pur-

chasing power. Thus, the gain from dechne in purchastng power
Constant Dollar Accounting. Constant dollar accountng of net amounts owed in the accompanying schedules results from
redacts the overall dechne in the purchasing power of the dolhr inflation's effect on obhgations to pay cash at a future date.
by restatng histoncal costs in tenns of dollars of equal purchasing
power. Other. Income statement items other than depreciation have not

Constant dollar amounts for electnc phnt in service were deter- adlusted. Mompany's operahm and maintenanco en

minsd by indexing surviving histcsncal costs of phnt with the Con- P*"' ' Y * ***9* I 9 P"C*' E''
"sumer Pnce Index for all Urban Consumers (cpl-U). Histoncal
th m-depreciabon rates were applied to the restated amounts of phnt

thereby trending the provsion for depreciation to reflect the im- No adlustments to income tax expense have been made in com-
pact of generalinfhton. puting the impact of infhtion since only histoncal costs are deduct-

ible for income tax purposes.
Current Cost Accounting. Cunent cost accountng reflects
chmges in specific prices of the property used in the Company's
operahons from the date the property was acx;uired to the present.
This method differs from constant dollar accounting to the extent
that costs of spmific uthty property have increased more or less
rapidly than the rate of generalinflabon. The current cost amounts
of pbnt in service represent the estmated cost for repbcing ex-
isting phnt facihbes and were determmed by indexing surviving
pbnt costs by intemally generated indx:es or the Handy Whitman
Index of Pubhc Uthty Construccon Costs. Since plant facthties are
not expected to be rephoed precisely in kind, "cunent cost" does
not nscessanly represent the replacement cost of existng produc-
hve capacity. Cunent cost depreciahon is computed by applying
the esme rates used in the historical cost and constant dollar
statements to the cunent cost phnt amounts.
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Supplementary Statement of Earnings for Common Stock
Adjusted for Changing Prices

DUKE FOWEFl COMPANY

Ymr Ended Demmber 31,1981
Constant Current

H J n m h s n h> H:stencal $ Dolbr Cost

Ebetne revenues $1.908,454 $1,908.454 $1908,4S4

Operatng expnw 1.080,523 1,080.523 1,080,523

Mainterance of phnt facihtes 131,670 131,670 131,670

Depmciabon. 142,899 314,177 334,419

Taxes 277,012 277,012 277,012

Total operatng expenses . 1.632,104 1,803,382 1,823,624

Operatng inmme . 276,350 105.072 84,830

Otherinmme . 254,043 254,043 254,043

Income beforeinterest 530,393 359,115 338,873

Interest expense 194,142 194,142 194,142

Net inmme . 336,251 164,973 144,731

Divxlends on pmfened and pmference stocks 57,895 57,895 57,895

Eamngsior common stock . $ 278,356 $ 107.078* $ 86 836

Incmm in spxsc pnces (current cost) of
uthty phnt heki dunng the ymr * * $ 784,633

fleducbon to net nroverable cost $ (284,665) (239,004)

Effect of inenne in general pnce level . (810,052)

Excess of increase in general pnce level over incmase in
<pec1hc pnces after reducton to net recoverable cost . (264,423)

Gain from dochne in purchasing power of net amounts owed 326,916 326,916

Net $ 42,251 $ 62,493

* If the mduchon to net recoverable cost of $284,665,000 wem reflected, and no recognition were given to the $326,916,000
purchasing power gain, earnings for common stock on a constant dollar basis would have been a loss of $177,587,000.

* ' At December 31,1981, cunent cost of electne phnt, net of accumuhted depmcaton was $10.055,578,000.

|

|
!

.
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Five Year Companson of Selected Supplementary Financial Data
Adjusted for the Effects of Changing Prices

DUKE POWER COMPANY

(m evena d mer imi <* Jus exnre n.e tb. 57m> 1981 1980 1979 1978 1977

Ebetne revenues
Inhistoncaldollars . 81,908,454 $1,682,822 $1,492,5S7 $1,396,720 $1.266,974
Inconstantdollan 1,908,454 1,857,377 1,870,159 1,947.116 1,901,508

Income from continuing operations
Inhstoncaldollars . 336,251 311,091 274,760
Incorstantdollars 164,973 185,808 203,721
Incurrentcost . 144,731 167,222 177,978

Earnings per share for common stock
Inhistoncaldollars . 3.19 3.08 2.88
Inconstantdollars 1.23 1.48 1.79
Incurrentcost . 0.99 1.25 1.45

Common stock dividends per share
Inhstoncaldouars . 2.08 1.95 1.83 1.74 1.63
Inconstantdollars 2.08 2.1 S 2.29 2.43 2.45

Market pnm per common share at ymr-end
Innstoncaldollars . 20.625 18.12S 17.25 19.375 22.00
Inconstantdollars 19.96 19.11 20.44 26.01 32.20

Net ascets at year.end
InhstoncaldoDars . 2,108,935 1,969.140 1,758,016
Inconstantdollars 2,040,760 2.075,827 2,083,008
Incurrentcost . 2,040,760 2,075,827 2,083,008

Purchasing power gain on net monetary items . 326,916 455,029 484,947

Decrease in the curTent cost of electnc plant
in service, net of inflation, after reduction to
net recoverablecost . 264,423 494,057 550,817

AverageConsumer Pri Index 272.4 246.8 217.4 195.4 181.S
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Subsideries
DUKE POWER COMPMY

Subsidiary Investments Dowmber 31
(dollars in thousands) 1981 1980

Propeny and inymtments - at cost
Real estate, mcreational and land development S 32,057 $ 31,780
Coal mmmg 89,457 89,104

Ne2 current assets, pnncipally receivables and inventones . 7.165 4,951

Total assets . 128,679 125,835

Long-termnotes . (61) (281)
Ccalproduction comnutments (37,272) (42,272)

Defermd income taxes . (36,365) (48,909)

Total habihtes . (73,698) (91,46'2)

Investments in and advan s to subsxianes S 54,981 $ 34,373

Crescent Land ar Timber Corp. Cmacent is inshtuung new programs to In 1981, Cmscent harvested 29.9 milhon

search for other natural resources which board feet of tmber and 64,000 cords of 4Formed in 1%9, this subsidiary manages
approximately 270,000 acres of "non. may exist on its properties, includmg oil, pulpwood. Appmximately 1.8 milhon new

utaty" property consistng pnmanly of gas and vanous minerals. Addmonal pro- trees are being planted mch year. Since

tmber lands surroundmg Duke's hydro _ grams am under way to detennine the best Duke initated its refomstation achvmes in

electric facates, but aho includng recrm use for properta, which may lead to ex- 1939, some SS milhon seedhngs have

tional, industrial and commercial sites. panded industrial, commercial and been planted on 80,000 acms.
residential development.

The Eastover Companies plant modernizaton program in late 1980 Eastover now has the facaties and trained

Eastover Mirung Company and Eastover aHowed Eastover to ship a consstent quali- personnel to complete major overhauls of

Land Company were founded in the early ty product to Duke dunng 1981, its mining equipment on site as opposed to
pmvimsly mlymg n mWe smrws. h

197Ch to help assure Duke an adequate The development of two additional deep provxim f r a better means of controlhng
supply of quahty coal for its fossd-fueled seams of coal was completed in 1981 with

C 8'
generahng statons- five working sections. Eastover anticipates

In 1981, Eastover Mmmg Company pro. the stad-up of an additional working sec- As of December 31,1981 Eastover Land

duced and shipped 2.0 milhon tons of coal tion in the newly developed seam at Arjay Company owned or had controlhng in-

to Duke plants, repmsentng about 12 per. Mme, thus increasing that mine's produc- terest in an estimated 186 million tons of

cent of the system's total annual mquire. tion capabihty. mcoverable coal reserves in eastern Ken-
tucky and southwest Virgmia.

ments. The completion of the processmg

Mill-Power Supply Company opened a new warehouse and city counter Sin 1910, this subsidiary has acted as

Mdl. Power Supply, Duke's okimt achve in Greensbom, N.C. in 1981. In 1981, the purchasing agent for Duke Power. In
sales to Duke were $11.5 milhon, a dechne this capacity, Mdl-Power purchases virtual-

suksxliary, was organized in 1910 to sup.
ply electrtal equipment to textle mills and of about 20 percent fmm 1980 as the iy all supphes, equipment, fuel and ser-

msult of the deferral of Duke's construction yk'es required by Duke and contracted forother industnes that were convertng to
electncity. After 70 ymrs of being one of program. Sales to customers other than more than $1 bilhon dollars on Duke's

Duke totaled $24.1 milhon, an increase of behalf in 1981.
the largest s ngle house electncal equip.
ment distnbutors, Mdl-Power Sales Divmon about 8 percent over 1980.

Western Fuel,Inc. 1981, well held development efforts were ton is pumped into wells to bnng uranium

This subsidery was fonned in June 1978 escalated and the joint venture was able to to the mdh's sudace. Because this proces

to partcipate in a uranium explorabon and commence commercial mirung operabons rquires very httle earth disturbance, it is

mirung venture with Ogle Petroleum Inc. in August 1981. The joint venture an- an environmer ~ illy attractive altematve to
ticipates completng an expansion of its conventional mining methods. In pdot tests

of Cahfomia,
facites by the summer of 1982, which conducted in 1979, this pro ss met all of

in }une 1980, the jomt venture completed wdl double the current plant capacity. the environmental requimments of the
consiruebon of the first phase of a com- Wyommg Depadment of Environmental
mercial processing plant in the Red Desed The mining operatons that are now under-

-

of Wyoming. With the issuance of a way are on leased lands using an in-situ

federal source matenals beense in May mimng process in which a cherrucal solu-
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gICOg George W. Ferguson Jr. Richard R. Pierc* Subsidiaries*

Vice Prmdent Assstant to the
Govemmental Affairs Channan of the Board

Cal Horn, Jr. Steve C. Griffith. Ir. William R. Stimart Richard C. Ranson
Chaurnan of the Board and Vice Pmsdent and General Counsel Vre Pmsident Pmsdent
Chef necutveOfficer M. Thomas Hatley. Jr. Regulatory Affairs Cmscent Land & Timber Corp.

William S. Lee Vim Pmsdent Fred E. West. Jr. W. T. Robertson Jr.
Prmdent and Rates Vre Prmdent Presdent
Chef Operatng Officer Porter A.Hauser Charlotte Divnon IGPower Supply Company

Douglas W. Booth Vice Pmsdent and Controller James W. White
and Westem Fuel, Inc.

j
Execubve Vre Pnndent E. N. Hedgepeth Jr. Vre Prmdent Robert M. Moore
William H. Grigg Vice Prmdent General Sennees Presdent

Seruor Vm Pmsdent Dstnbubon Engmeenng, Lewis F. Camp. Ir. Eastowe Land Company

Legal and Finance Constmcbon and Operations Secretary and Norman Yarborough

John D. Hicks Frank A.Jenkins Associate General Counsel Presider.t

Senior Vice Pmsdent Vre Prmdent Richard J. Osborne Eastover %ning Company

Pubhc Affa,rs Transmmon Treasurer

Warren H. Owen Samuel T. Lattimore Robert J. Ashmore i

Senior Vre Pmsdent Vre Prmdent Assistant Vice President (
Engin nng and Construcbon Computer Servres Finance Admirustrabon

Austin C. Thies John F. Lomax C. Joe Sherrill
Senior Vim Prmdent Vice Prmdent Assistant Vice President
Pmduchon and Transmusion Westem Divsion Transmasion-Substaban Division

Thomas C. Berry Joe S. Major. Ir. E. Bruce Shuler
Vos Prmdent Vice Pmsident Assistant Vice Pmsident
Southem Dvsion Personnel Transrrussion-Line Divmon

J. Kenneth Clark Joseph G. Mann Cmolyn R. Duncan
Vice Pnmident Vi Prmdent Assistant Secretary
Corporate Communicat.ons Northem Division John C. Goodman Jr.
Henry L Cranford Paul H. Mann. Jr. Assistant Secretary
Vea Presdent Vice Pmsident Charles A.Markel
Divsion Operatons Operaton Assistant Treasurer
Linwood C. Doll Dwight B. Moore Norman P. Morrow
Vre Prmdent Vre Prmdent Assistant Controller
Dagn Engineenng Central Dvision W. Bruce Shannon
Donald H. Denton. Jr. William O. Parker. Jr. Assistant Treasumr
Vre Prmdent Vice Presdent

"* h6Marketing Steam Producbon

Robert L. Dick Thomas M. Patrick. Jr.
Vice Pmsdent Vice Prmdent H. D. Whitley

Ass:stant Controller
Constmeton Eastem Dvision

_

Management Changes The following management change wem Riched J. Osborne was elected
made in 1981: Tmasurer;

Charles A. Markel was elected
Assstant Trmsumr; and

[su Car Horn.
* nt e1 am S

Jr. as Chairman of Duke Power Company. J. Kenneth Clark was elected Vice (Effectve Febmary 1,1982,
Douglas W. Booth will succux! Lee as President-Corporate Communications; Paul G. Martin succeeded
Pmsident. Them changes will become ef- Fred E. West. Jr. was elected Vice Thomas M. Patrick. Jr. as
fectve on Apnl 30,1982. Pmsident-Charlotte Division: Vice Pmsident.Eastem Dmston.)
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Transfer Agents and
Ngi.;.-. ior Common Stock
Morgan Guaranty Trust Company

of New York
30 West Broadway
New York, NY 10015

North Camhna Natonal Bank
P.O. Box 120
Charlote, NC 28255

Transfer Agent and Registrar for
Preferred and Preference Stocks
Morgan Guaranty Trust Company

of New York
30 West Bmadway
New York, NY 1001S

Stock Exchange Listing
Duke Power Company common stock is
bsted and traded on The New York Stock
Exchange. The trad:ng symbol for the

I stock is DUK.j

General Offices
d

422 South Church Street
P.O. Box 33189
Charlotte, NC 28242
(704/373-4011)

SEC Form 10-E and
Statistical Supplement
Upon wntten request, the Company will
provide, w:thout charge, a copy of its
1981 annual report on Fonn 10 K as fled
with the Secuntes and Exchange Commis-
sion. Also available without charge is a
Statstical Supplement to the 1981 Annual
Report to Sharehoklers. Requests for such
documents should be duected to Sue H.
Cannon, Inystor Relations Department,
Duke Power Company, P.O. Box 33189,
Charlotte, NC 28242.

_ _ _ _ _ _ _ _ _ _ _ _ _ -
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