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SECOND AMENDED CORPORATE SEPARATION PLAN

L OVERVIEW.

This Second Amended Corporate Separation Plan (Plan) describes the processes
and controls Duke Energy Ohio, Inc. (*Duke Energy Ohio™) has implemented consistent
with Ohio Administrative Code 4901:1-37 et seq., and Ohio Revised Code 4928.17.
Duke Energy Ohio’s Corporate Separation Plan was initially approved in Case No. 99-
1658-EL-ETP. Duke Energy Ohio filed its Amended Corporate Separatién Plan as part
of its Application to establish an Electric Security Plan (ESP) in Case No. 08-920-EL-
IUUNC. The Public Utilities Commission of Ohio (Commission) approved Duke Energy
Ohio’s ESP and Amended Corporate Separation Plan by order dated December 17, 2008.

This Plan is designed to comply with the recently enacted regulations set forth in
Ohio Administrative Code (OAC) 4901:1-37 et seq. This Plan governs the corporate
separation of noncompetitive retail electric service from competitive retail electric service
as well as the products and services offered by certain affiliates of Duke Energy Ohio and
is intended to be complimentary to Duke Energy Ohio’s Cost Allocation Manual (CAM).
Duke Energy Ohio’s CAM generally describes how costs are atlocated between and

among Duke Energy Ohio and its affiliates.



II. PROVISIONS THAT MAINTAIN STRUCTURAL SAFEGUARDS.

OAC 4901:1-37-4 sets forth required structural safeguards. Specifically, the

provision provides:

(1) Each electric utility and its affiliates that provide services to
customers within the electric utility’s service ternitory shall
function independently of each other.

(2) Each electric utility and its affiliates that provide services to
customers within the electric wutility’s service territory shall not
share facilities and services if such sharing in any way violates
paragraph (D) of this rule.

(3) Cross-subsidies between an electric utility and its affiliates are
prohibited. An electric utility’s operating employees and those of
its affiliates shall function independently of each other.

(4) An electric utility may not share employees and/or facilities
with any affiliate, if the sharing, in any way, violates paragraph (D)
of this rule.

(5) An electric utility shall ensure that all shared employees
appropriately record and charge their time based on fully allocated
costs.

(6) Transactions made in accordance with rules, regulations, or
service agreements approved by the federal energy regulatory
commission, securities and exchange commission, and the
commission, which rules the electric utility shall maintain in its
cost allocation manual (CAM) and file with the commission, shall
provide a rebuttable presumption of compliance with the costing
principles contained in this chapter.

Except as permitted by the Commission's rules and Title 49, Ohio Revised Code, the
Duke Energy Ohio and its affiliates that provide services to customers within Duke Energy

Ohio’s service territory function independently of each other.



In December 2005, as a condition of the merger between Duke Energy Corporation and
Cinergy Corp., the companies agreed to enter into several service agreements that address,
among other things, cost allocation, provision of services, and pricing of transactions between
and among Duke Energy Corporation holding company affiliates, including Duke Energy Ohio.
These agreements include the Utility/Non-utility Service Agreement, the Service
Company/Utility Service Agreement. the Operating Company/Non-utility Companies Service
Agreement, and the Utility Money Pool Agreement. A summary of the various agreements and
the services and pricing for transactions permitted therein is included in Section IV of this
document. Copies of the agreements are included in and are more fully described in Duke
Energy Ohio’s CAM. Duke Energy Corporation holding company monitors compliance with
these agreements as part of its utility operations in Ohio, Indiana, Kentucky, North Carolina, and
South Carolina.

In addition to the general separation of books and records between Duke Energy Ohio
and its affiliates, Duke Energy Ohio has implemented various safe guards to ensure compliance
with the affiliate transaction rules and regulations. The Company has physically separated its
regulated distribution business from its competitive retail electric service employees. Employee
access to regulated and non-regulated arcas is electronically monitored to ensure there is
complete separation. All employees receive annual training regarding types of information that
cannot be communicated between regulated and non-regulated businesses.

To achieve operating efficiencies, Duke Energy Business Services LLC (DEBS), an
affiliated service company, provides support functions across the Duke Energy Corporation
holding company. These services include accounting, treasury, human resources,

communications and legal functions. In general, DEBS employees are permitied to have greater



access to information across the regulated and non-regulated businesses, but are prohibited from
sharing such information with an employee that is not permitted to directly access the
information. Costs related to DEBS employees are allocated pursuant to the Service
Company/Utility Service Agreement described in Section 1V of this document.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)



Hi. PROVISIONS THAT MAINTAIN SEPARATE ACCOUNTING.

Duke Energy Ohio maintains separate books and records from its affiliates in accordance
with the Federal Energy Regulatory Commission’s (FERC) Uniform Sysiem of Accounts
(UScA). The FERC USoA designates specific accounts where regulated and non-regulated
transactions are to be recorded. Duke Energy Ohio and its affiliates have cost accounting
procedures and systems in place and in operation that assure that each business unit and affiliate
properly records the costs associated with that unit’s or company’s own activities and operations.

‘These accounting procedures and systems are more fully set forth in the Company’s CAM.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)



IV. A LIST IDENTIFYING FINANCIAL ARRANGEMENTS AND
TRANSACTIONS.

Financial arrangements between Duke Energy Ohio and its affiliates, except as the
Commission may approve, are subject to the following restrictions: (i} any indebtedness incurred
by an affiliate shall be without recourse to the electric utility; (ii) Duke Energy Ohio shall not
enter into any agreement with terms under which the electric utility is obligated to commit funds
to maintain the financial viability of an affiliate; (iii) Duke Energy Ohio shall not make any
investment in an affiliate under any circumstances in which the electric utility would be liable for
the debts and/or liabilities of the affiliate incurred as a result of actions or omissions of an
affiliate; (iv) Duke Energy Ohio shall not issue any security for the purpose of financing the
acquisition, ownership, or operation of an affiliate; (v) Duke Energy Ohio shall not assume any
obligation or liability as a guarantor, endorser, surety, or otherwise with respect to any security
of an affiliate; and Duke Energy Ohio shall not pledge, mortgage, or use as collateral any assets

of the electric utility for the benefit of an affiliate.

Duke Energy Ohio and its utility and non-utility affiliates operate pursuant to the terms
and conditions of various service agreements. The terms and conditions of these agreements set
forth the cost allocations for the transactions that are permitted to occur pursuant to the various
Agreements. Duke Energy Ohio maintains copies of the current agreements in its CAM, Many
of these agreements were approved by the Public Utilities Commission of Ohio in Case No. 05-

732-EL-MER as part of the merger between Duke Energy Corporation and Cinergy Corp.! In

! Duke Encrgy Ohio is a Party to other agreements with its utility affiliates that were not approved as part of the
Duke- Cinergy merger. These agreements include but are not limited to the Miami Fort QOperations Agreement, and
Affiliate Inventory Asset Transfer Agreement, and the Natural Gas and Propane Services Agreement. These



general there are three primary cost allocations that affect Duke Energy Ohio and its affiliates:

cost allocations from DEBS, the subsidiary service Company of Duke Energy Corporation; (2)

cost allocations between Duke Energy Ohio and its wholly-owned subsidiary Duke Energy

Kentucky, Inc., for common costs; and (3) administrative and general (A&GQG) cost allocations

between its gas and electric operations for both capital and expense accounts. The Agreements of

which Duke Energy Ohio is a Party include the following:

Service Company Ultility Service Agreement— This agreement governs transactions
between DEBS (Service Company) and utility affiliates, including Duke Energy Ohio.
This agreement was entered into as part of merger between Duke Energy and Cinergy
Corporation. In its Opinion and Order dated December 21, 2005, the Commission
approved this agreement in Case No. 05-732-EL-MER et al? DEBS provides its services
at cost, except that solely for the purpose of Internal Revenue Code Section 482, Duke
Energy Ohio shall pay DEBS the market value of services. However, notwithstanding
the Section 482 exception, for rate making purposes, services are rendered to Duke
Energy Ohio at cost.

Operating Companies Service Agreement (Operating Company Agreement) — This
agreement governs transactions between Duke Energy Ohio and its utility affiliates. As
compensation for any services rendered pursuant to the Operating Company Agreement,
the company receiving services (Client Company) shall pay the service provider the fully
embedded cost thereof (i.e., the sum of (i) direct costs, (ii) indirect costs and (iii) costs of

capital), except to the extent otherwise required by Section 482 of the Internal Revenue

agreements allow Duke Energy Ohia to provide and receive services and goods at cost ot otherwise according to
FERC pricing regulations.

2 In re Merger of Cinergy Corp., and Duke Energy Holding Company, 05-732-EL-Mer et al., (Opinion and Order)(
Dec. 21, 2005 at 14).



Code. Services provided to or by Duke Energy Carolinas shall be priced in accordance
with Duke Energy Carolinas’s North Carolina Code of Conduct approved by the North
Carolina Utilities Commission. In accordance with FERC regulations, generation
services provided by the regulated utilities to Duke Energy Ohio “Generation™ and vice
versa, are subject to asymmetrical pricing.

Operating Company/ Non-utility Companies Service Agreement (Affiliate Services
Agreement) — This agreement governs transactions between Duke Energy Ohio and
certain of its non-utility affiliates. As compensation for any services rendered pursuant to
the Affiliate Services Agreement, the client company shall pay the service provider the
fully embedded costs thereof except as required by 482 of the Internal Revenue Code.
Joint Transmission System Planning and Operating Agreement — This agreement
addresses the allocation of transmission costs and revenues for the Duke Energy (Duke
Energy Ohio and Duke Energy Indiana, Inc., [Duke Energy Indiana]) transmission
system,

Utility Money Pool Agreement — This agreement allows Duke Energy, DEBS, and Duke
Energy’s utility operating companies (including Duke Energy Ohio) to participate in a
money pool arrangement to better manage cash and working capital requirements. Under
this arrangement, those companies with surplus short-term funds may contribute those
funds into a money pool which is provided for short-term loans to affiliates (other than
Duke Energy Corporation) participating under this arrangement. This surplus cash may
be from internal or external sources. Each party receiving a loan pursuant to the

agreement must repay the principal amount plus interest either on demand or within 365



days of regeiving the loan. Interest incomes from the loans are allocated among the
parties in proportion to their respective contribution to the funds.

Tax Sharing Agreement — This agreement, between Duke Energy and its subsidiaries,
provides for a consolidated Federal income tax return and the allocation of ¢onscolidated
Federal income tax liabilities and benefits among the parties to the agreement.

Miami Fort Unit 6 Operation Agreement- This agreement allows for Duke Energy Ohio
to operate and maintain Duke Energy Kentucky’s Miami Fort Unit 6 Generating Station.
Duke Energy Ohio is required to provide material, fuel, equipment and services to Duke
Energy Kentucky in accordance with good Utility Practice.

Gas and Propane Services Agreement- This agreement allows for Duke Energy Ohio to
provide certain necessary services for the operation of Duke Fnergy Kentucky’s
Woodsdale Generating Station which was formerly owned by Duke Energy Ohio.
Agreement for Gypsum and FGD Waste Material Disposal Services- This agreement
allows Duke Energy Kentucky to perform scrubber and FGD waste disposal services for
Duke Energy Ohio.

Inter-Company Asset Transfer Agreement. This Agreement permits asset transfer
agreements for inventory items between Duke Energy Ohio and its sister regulated utility
operating companies {Duke Energy Kentucky, Duke Energy Indiana, and Duke Energy
Carolinas). The transfers are priced at the transferring party’s fully embedded costs or
through in-kind replacements, providing the transfers do not jeopardize the transferring
party’s ability to provide service. The pricing under this agreement is consistent with
Ohio’s affiliate transaction pricing rules. The agreement was entered into as a result of

affiliate pricing rules in other jurisdictions that would otherwise require such transactions



to be priced according to stricter asymmetrical pricing rules. Duke Energy Ohio
“Generation” and regulated utilities use FERC’s asymmetrical pricing for transfers

among themselves.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)



V. LIST OF ALL CURRENT AFFILIATES IDENTIFYING EACH
AFFILIATES’ PRODUCT(S) AND OR SERVICES(S).

Duke Energy Corporation has many companies within its family of companies.
Duke Energy Corporation’s Corporate Secretary maintains a list of all affiliates in the
Duke Energy Corporate Holding Company structure and will be made available to the
Commission upon request. The list includes the list of affiliates within Duke Energy

Corporation as of March 31, 2009.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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VI. A CODE OF CONDUCT POLICY THAT COMPLIES WITH O.A.C. 4901:1-37-05
AND THAT EMPLOYEES OF THE UTILITY AND AFFILAITES MUST
FOLLOW,

Duke Energy Ohio
Affiliate Code of Conduct
A. Introduction

This Affiliate Code of Conduct governs the actions of Duke Energy Ohio and its
affiliates. It is intended to ensure that no competitive advantage flows from Duke Energy
Ohio to an affiliate and vice versa, Compliance with this Code of Conduct shall be
mandatory for all employees, consuliants and independent contractors of Duke Energy
Ohio and its affiliates.

B. The Code of Conduct

(1) Duke Energy Ohio shall not release any proprietary customer information (e.g.
individual customer load profiles or billing histories) to an affiliate, or otherwise,
without the prior authorization of the customer, except as required by a regulatory
agency or court of law.

(2) Duke Energy Ohio shall make customer lists, which include name, address, and
telephone number of the customer, available on a nondiscriminatory basis to all
nonaffiliated and affiliated certified retail electric competitors transacting business
in its service territory, unless otherwise directed by the customer. This paragraph
does not apply to customer-specific information, obtained with proper
authorization, necessary to fulfill the terms of a contract, or information relating
to the provision of general and administrative support services.

(3) Employees of Duke Energy Ohio affiliates shall not have access to any
information about Duke Energy Ohio transmission or distribution systems that
would convey a competitive advantage to such affiliate (including, but not limited
to, system operations, capability, price, curtailments, and ancillary services) and
that is not contemporaneously and in the same form and manner available to a
nonaffiliated competitor of retail electric service.

(4) Duke Energy Ohio shall treat as confidential all information obtained from a
Certified Supplier of retail electric service, both affiliated and nonaffiliated, and
shall not release such information unless a Certified Supplier provides prior
authorization to do so.
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(5) Duke Energy Ohio shall not tie (nor allow an affiliate to tie) or otherwise
condition the provision of Duke Energy Ohio regulated services, discounts,
rebates, fee waivers, or any other waivers of ordinary terms and conditions of
service, including but not limited to tariff provisions, 1o the taking of any goods
and/or services from Duke Energy Ohio affiliates,

{6) Duke Encrgy Ohio shall ensure effective competition in the provision of retail
eleciric service by avoiding anticompetitive subsidies flowing from a
noncompetitive retail electric service to a competitive retail electric service or to a
product or service other than retail electric service, and vice versa. Duke Energy
Ohio shall accomplish this by ensuring that all employee sharing and affiliate
{ransactions are at fully embedded cost pursuant to its PUCO-approved service
agreements and in accordance with FERC affiliate pricing rules and regulations.

(7) Duke Energy Ohio, upon request from a customer, shall provide a complete list of
all Certified Suppliers operating on the system, but shall not endorse any Certified
Suppliers nor indicate that any Certified Supplier will receive preference because
of an affiliate relationship.

(8) Duke Energy Ohio shall not engage in joint advertising or marketing activities
with an affiliate, nor allow an affiliate to use its name or logo in any advertising,
promotion or marketing activity.

(9) Duke Energy Ohio shall provide comparable access to products and services
related to tariffed products and services, and specifically comply with the
following:

a) Duke Energy Ohio shall not unduly discriminate in the offering of its
products and/or services;

b) Duke Energy Ohio shall apply all tariff provisions in the same manner to the
same or similarly situated entities, regardless of any affiliation or non-
affiliation;

¢} Duke Energy Ohio shall not, through a tarff provision, a contract, or
otherwise, give its affiliates preference over nonaffiliated competitors of retail
electric service or their customers in matters relating to any product and/or

service;

d) Duke Energy Ohio shall strictly follow all tariff provisions;
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e) Except to the extent allowed by state law, Duke Energy Ohio shall not provide
discounts, rebates, or fee waivers for any state regulated monopoly service.

(10) Shared representatives or shared employees of Duke Energy Ohio and its
affiliated electric services company shall clearly disclose upon whose behalf their
public representations are being made when such representations concern the
entity’s provision of electric services.

C. Limited Exception

Notwithstanding the foregoing, in a declared emergency situation, Duke Energy Chio
may take actions necessary to ensure public safety and system reliability. Duke Energy
Ohio shall maintain a log of all such actions that do not comply with the Code of Conduct

provisions, which log shall be subject to review by the Public Utilities Commission of
Ohio.

D. Violations

Violations of this Code of Conduct may subject the violating employee, consultant or
independent contractor to disciplinary action up to and including discharge from
employment.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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VII. A DESCRIPTION OF ANY JOINT ADVERTISING AND/OR JOINT
MARKETING ACTIVITIES BETWEEN THE UTILITY AND AFFILIATE.

In order to ensure compliance with corporate separation rules and regulations, Duke
Energy Ohio does not plan to jointly advertise or market with its non-regulated affiliates. If
that position changes, Duke Energy Ohio will advise the Commission Staff. Duke Energy
Retail Sales (DERS) is a registered competitive retail electric service provider in the State of
Ohio. It is a subsidiary of Duke Energy Corporation and an affiliate of Duke Energy Ohio.
Duke Energy Ohio will not engage in joint marketing with DERS.

Duke Energy Corporation has in place several policies to protect its company brand.
To best position the company for future growth and create value for all stakeholders, its
franchised electric and gas utilities will use a single company name — Duke Energy. Some
employees and executives who interact with state regulatory commissions and other official
agencies will identify their businesses as Duke Energy Carolinas, Duke Energy Indiana, Duke
- Energy Ohio and Duke Energy Kentucky. Signs at facilities, logos on vehicles, uniforms and
hard hats, language on our Web sites and other communications will simply use “Duke
Energy.”

The geographic identifiers (e.g. Duke Energy Ohio) are to be used in the following
applicationsl:

*» Regulatory filings in the franchised jurisdictions and in other public documents
(press releases, fact sheets, etc.) referring to those filings, and on reports specific
to the utility that are presented to regulators and for limited internal uses.

Examples are financial reports, customer data, etc.
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+ DBusiness cards, stationery of large customer/regulator/legislator-facing
employees in the respective utility organizations (for simplicity, this applies to all
employees in the organizations reporting to the utility presidents).

Other, non-regulatory~driven communications, publications, brochures and reports should
refer to Duke Energy only and use the Duke Energy logo. Such communications may describe
regional operations: for example, an economic development brochure might refer to “doing
business in the Carolinas” or a regulatory report might refer to the company’s “Indiana
operations.” Geographic identifiers should be avoided in these uses. Geographic identifier logos
should not be used on hard hats, vehicles, signage or loge merchandise.

Marketing Communications researches trademarks and reviews and approves all new
names and logos. Logos are based on the common, not legal, name of the business unit.

»  All energy-related business units use the corporate name and logo as their primary
identifiers, with the business unit name as a secondary identifier.

« Subsidiaries of energy-related business units use the corporate name and logo as their
primary identifiers, with the subsidiary name as the secondary identifier.

* Energy-related business formed from joint ventures use the corporate name and logo only
when the business’s practices, policies and approaches mirror those of Duke Energy.

« Newly formed businesses use names and logos established on a case-by-case basis.

38



VHI. PROVISIONS TO MAINTAIN THE COST ALLOCATION MANUAL.

Duke Energy Ohio maintains its CAM in accordance with O.A.C. §4901:1-20-16(JX8).
The CAM is organized according to the aforementioned provision and inciudes the following
information:

(1) An organization chart of the holding company, depicting all affiliates, as well as a

description of activities in which the affiliates are involved.

(2) A description of all assets, services, and products provided to and from the electric
utility and its affiliates.

(3) All documentation including written agreements, accounting bulletins, procedures,
work order manuals, or related documents, which govern how costs are allocated between
affiliates.

(4) A copy of the job description of each shared employee.

(5) A list of names and job summaries for shared consultants and shared independent
CONtractors.

(6) A copy of all transferred employees’ (from the electric utility to an affiliate or vice
versa) previous and new job descriptions.

(7) A log detailing each instance in which the electric utility exercised discretion in the
application of its taniff provisions.

(8) A log of all complaints brought to the electric utility regarding this chapter.

(9) A copy of the minutes of each board of directors meeting, where it shall be
maintained for a minimum of three years.

Duke Energy Ohio has established a CAM team comprised of representation from Duke
Energy’s various departments including Rates, Regulatory Accounting, Corporate Accounting,
Human Resources (HR), Compliance and Legal. After initial development of the CAM, this
teamn meets periodically to review changes to Duke Energy Ohio’s and its affiliates’ business and

business practices, and will make the necessary modifications to the CAM. Duke Energy Ohio
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will send to the Commission’s director of utilities department, in accordance with O.A.C.

4901:1-20-16(J)}8), a summary of any significant changes in the CAM every twelve months, as

applicable.
Duke Energy Ohio will keep CAM filed with its corporate entity records, located in the

Legal Department, 25" Floor, Atrium II, Cincinnati, OH.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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IX. A DESCRIPTION AND TIMELINE OF ALL PLANNED TRAINING AND
EDUCATION.

Duke Energy Corporation maintains a Corporate Compliance Department as part of its

Office of General Counsel. Corporate Compliance is responsible for ensuring that Employees
receive required training in areas such as FERC Standards of Conduct, FERC Affiliate
Restrictions (formerly known as FERC Code of Conduct), Duke Energy’s Code of Business
Ethics, and various state codes of conduct. Corporate Compliance maintains copies of this
training on the Duke Energy Portal, an internal website for all employees in the Duke Energy
Corporate holding company structure. FERC Standards of Conduct and Affiliate Restrictions
training is required for most new employees, and those employees receive that training on an
annual basis thereafter. Code of Business Ethics training occurs upon hiring of a new employee
and thereafter on ;31 periodic basis, and when standards are revised.

The Ohio Corporate Separation/Code of Conduct Training will consist of the following

steps: |

3™ Quarter 2009

l. Needs Assessment — determine the specific needs of each of the target
audience groups;

2. Refine curriculum and produce training materials;
3. Create roster of all employees in each target audience group.

4™ Quarter 2009
4. Schedule training sessions for each target audience group;
3. Computer-based Code of Conduct training sessions;
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6. Conduct follow-up and periodic training to ensure all targeted employces
have received and thoroughly understand the Corporate Separation and
Code of Conduct rules.

Additionally, the training will be repeated on a periodic, as-needed basis, as
determined by Corporate Compliance to ensure that employees update and maintain their
knowledge of Corporate Separation and Code of Conduct issues. Finally, this training
curriculum will be built into Duke Energy Corporation’s New Employee Orientation
training such that targeted new employees will receive the necessary training on

Corporate Separation and Code of Conduct policies and procedures as well.

(REMAINDER OF PAGE INTENTIONALLY LEFT BALNK)
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X. A COPY OF THE POLICY STATEMENT TO BE SIGNED BY ELECTRIC
AND AFFILIATE EMPLOYEES WHQO HAVE ACCESS TO ANY
NONPUBLIC ELECTRIC UTILITY INFORMAITON.

Policy Statement
Each employee who has access to any nonpublic electric utility information will

be required to electronically sign the Corporate Separation Policy Statement attached

below. This will be administered during the computer-based training sessions to ensure

that all affected employees electronically sign this agreement,

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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DUKE ENERGY OHIO CORPORATE SEPARATION

POLICY STATEMENT

I hereby acknowledge that 1 am aware of, have read and will adhere to all policies and procedures
regarding limitation on the use of nonpublic electric utility information. I also hereby acknowledpe that
failure to observe these limitations will result in appropriate disciplinary action,

| have also been made aware of Duke Energy Ohio’s Cost Allocation Manual (CAM), including
the appropriate coéts and expenses which must be reported to the person in charge of Duke Energy Ohio’s
CAM. [ have been given the opportunity to ask questions regarding Duke Energy Ohio’s Corporate
Separation Plan, Affiliate Code of Conduct and CAM and understand the compliance program included
therein, including the appropriate method in which complaints are to be handled and the appropriate
persons to whom possible violations should be reported. T have attended one or more training sessions
offered by Duke Energy Ohio with regard to the implementation and operation of Duke Energy Ohio’s

Corporate Separation Plan.
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XI. A DESCRIPTION OF TRAINING, INTERNAL COMPLIANCE
MONITORING PROCEDURES AND METHODS FOR CORRECTIVE
ACTION FOR NON-COMPLIANCE.

Corporate Separation/Code of Conduct Training plan has been designed to ensure
that all employees throuéhout the Duke Energy Corporation holding company structure
know and can implement the policies and procedures of Corporate Separation.

A. Training Goal:

The goal of the Corporate Separation/Code of Conduct Training is to ensure that
those employees that may currently or in the future be affected by the Commission’s
rules thoroughly understand the policies and are provided with the resources they require
to follow the Corporate Separation and Code of Conduct procedures.

The training will be provided not only to currently affected employees, but, on an
on-going basis, will be provided to those new employees or employees who have become
affected through changes in job responsibilities. A process to track changes in
employees’ job responsibilities, in order to ascertain whether they require this training,
will be maintained by Duke Energy’s Corporate Compliance Department.

B. Target Audience:

Generally, the Corporate Separation/Code of Conduct Training will be
administered to all employees within the Duke Energy Corporation holding company
structure who will be affected by compliance with the Commission’s rules. Specifically,
these employees include but are not limited to:

» Those employees having decision-making authority for approving

transactions between Duke Energy Ohio and any of its affiliates;
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*

Those employees who have access to nonpublic Ohio electric
utility information;

Service company employees who are located in Ohio.

C. Curriculum:

The Corporate Separation/Code of Conduct Training curriculum generally will

congist of the following:

Present Overview of Corporate Separation/Code of Conduct;
Explain Accounting Treatment of Affiliate Transactions, including
review of SEC-approved Service Agreements;

Identify Restrictions on Financial Arrangements;

Discuss Duke Energy Ohio’s Affiliate Code of Conduct;

Explain Corporate Separation Complaint Procedures;

Describe Cost Altocation Manual (CAM) and Associated
Procedures;

Explain Internal Compliance Monitoring, including reporting of

possible violations.

The curriculum will be customized to the target audience. For example, emphasis

will be placed on the Cost Allocation Manual in training employees in the accounting

department.
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D. Internal Compliance Monitoring:

To ensure that Duke Energy Ohio’s Corporate Separation Plan and Affiliate Code

of Conduct are properly implemented within the Duke Energy Corporation holding

company structure, the following internal compliance monitoring process will be

followed:

Duke Energy’s Office of General Counsel will ensure that all
affected employees receive the Corporate Separation/Code of
Conduct Training;

After receiving the training described above, each employee will
be required to attest to the Policy Statement contained in Section X
of this document;

Duke Energy’s Office of General Counsel will continue to provide
a method for Employees to ask questions regarding the Corporate
Separation/ Code of Conduct as well as the ability to report
possible violations of the Corporate Separation and Code of
Conduct Rules through posting of Compliance personnel contact
information on the Duke Energy Portal, the
“ComplianceReporting” mailbox, and through the “EthicsLine”
{(anonymous reporting).

Possible violations reported to Duke Energy’s Office of General
Counsel will be investigated and documented. Upon completing

the investigation, Duke Energy’s Office of General Counsel will, if
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appropriate, recommend to senior management a course of action,
including refresher training, to correct repeat violations;
S. Senior management, upon reviewing the investigative report, will

determine whether disciplinary action is required.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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XIL. DESIGNATION OF THE ELECTRIC UTILITY'S COMPLIANCE
OFFICER.

Duke Energy Corporation maintains a Corporate Compliance depariment within
its Office of General Counsel. For purposes of this requirement, Duke Energy Ohio has
designated an individual to act as a contact for the Commission Staff when seeking data
regarding affiliate transactions, personnel transfers, and sharing of employees. This

individual is:

Elizabeth H. Watts

155 East Broad Street
21st Floor,

Columbus, Ohio 43215

Telephone:  (614) 221-7551

Fax: (614) 221-7556
e-mail: Elizabeth. Watts@duke-energy.com
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XIII. A DETAILED DESCRIPTION OUTLINING HOW THE ELECTRIC
UTILITY AND ITS AFFLIATES WILL COMPLY WITH OAC 4901:1-37-

05.
Pursuant to the approval Stipulation and Recommendation in Case No. 08-920-
EL-SSO, Duke Energy Ohio’s corporate separation plan is subject to annual audit. Such
an audit will enable the Commission to confirm Duke Energy Ohio’s compliance with

its internal Plan and the rules pursuant to which that Plan was developed.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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XIV. A DETAILED LISTING OF THE ELECTRIC UTILTIY’S ELECTRIC
SERVICES AND THE ELECTRIC UTILTIY’S TRANSMISSION AND
DISTRIBUTION AFFILIATES’ ELECTIC SERVICES.

Duke Energy Ohio is an Ohio Corporation engaged in the business of supplying
electric generation, transmission and distribution service to approximately 660,000
customers in southwestern Ohio, and is a public utility as defined by R. C. 4905.02 and
R. C. 4905.03. Duke Energy Ohio provides competitive retail electric service to
customers in ifs service terrilory pursuant to a Commission approved Standard Service
Offer in the form of an Electric Security Plan (“ESP”). Duke Energy Ohio also provides
regulated electric distribution service to its customers in Southwestern Ohio.

A. Generation:

In a Stipulation reached in Case No. 08-920-EL-SSO, establishing Duke Energy
Ohio’s Electric Security Plan (“ESP”) price through 2011, Duke Energy Ohio agreed to
continue to own and dedicate its “legacy Cinergy” generation assets to its Ohio-
customers and not transfer those assets to an exempt wholesale generation (“EWG”).3
Duke Energy has functionally separated the operation and maintenance of its generating
portfolio from its regulated disiribution service. As such, Duke Energy Ohio, as a
regulated electric distribution company, treats its generation as a non-regulated affiliate
and abides by both the FERC Standards of Conduct and Ohio’s code of conduct.

B. Transmission:

Control of Duke Energy Ohio’s transmission assets reside with a FERC approved

transmission entity, the Midwest Independent System Operator (Midwest ISO). The

3 Duke Energy Ohio is permitted to transfer certain gas-fired generating assets that have
become referred to as “Legacy Duke Energy North America [DENAJ” generating assets.
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Midwest 1SO controls Duke Energy Chio’s transmission assets and does not have control
of any generation assets. The transmission entity shall operate in the public interest by
preventing any transmission owner or competitive retail electric market participant from
gaining an unfair competitive advantage within the Midwest ISO control area and by
preventing the abuse of market power.

The Midwesst [SO shall operate in the public interest by implementing efficient
operating practices and procedures that prevent pan-caking, by improving transmission
reliability, by encouraging an open generation market, eliminating barriers to entry in the
generation market and by eliminating market control over bottienccked transmission.
The Midwest ISO shall be large in scale to increase supply options for consumers and
shall maintain a Board of Directors independent of transmission users. The transmission
entity shall operate in a manner designed to satisfy the requirements of its customers and
shall maintain real-time reliability of the transmission system that it operates.

C. Distribution:

Duke Energy Ohio shall operate its distribution system under the governance and
rate authority of the Commission. Duke Energy Ohio shall offer all customers safe and
reliable distribution service on a non-discriminatory basis. Duke Energy Ohio’s
unbundled tariffs shall define rates for its distribution services and products. Duke
Energy Ohio shall provide and operate new distribution facilities, or the extension of
distribution facilities, pursuant to such unbundled tariffs and will not provide non-tariffed
producis and services absent Commission approval. Non-tariffed products and service

offerings will be offered through non-regulated affiliates.
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XV. A COMPLAINT PROCEDURE TO ADDRESS ISSUES CONCERNING
COMPLIANCE WITH OAC 4901:1-37-05. '
Duke Energy Ohio has adopted the complaint procedure set forth below. This complaint
procedure is to be used to address complaints related to compliance with Duke Energy Chio’s
Corporate Separation Plan. A copy of this complaint procedure will be made available upon
request to:

Associate General Counsel ~ Regulatory Section

Duke Energy Ohio, Inc

139 East Fourth Street

P. O. Box 960

Cincinnati, OH 45202

A. Complaint Procedure
The following complaint procedure is to be used to address complaints related to
compliance with Duke Energy Ohio’s Corporate Separation Plan.

1. All complaints, whether written or verbal, shall be referred (o the
compliance officer designated by Duke Energy Ohio or their designee.

2. The compliance officer, or its designee or designee shall orally
acknowledge the complaint within five working days of its receipt.

3. The compliance officer or its designee or designee shall prepare a written
statement of the complaint that shall contain the name of the complainant
and a detailed factual report of the complaint, including all relevant dates,
companies involved, employees involved, and the specific claim.

4. The compliance officer or designee shall communicate the results of the

preliminary investigation to the complainant in writing within thirty days
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after the complaint was received, including a description of any course of
action that was taken.

All written statements of complaints and required investigations shall keep

a file in the CAM, in accordance with paragraph (J) of O.A.C. 4901:1-20- |
16, of all such complaint statements for a period of not less than three

years.

This complaint procedure shall not in any way limit the rights of a party to

file a complaint with the commission.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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