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R.C. 4909.18 Application of Duke Energy Ohio,
1 1 Inc.
0.A.C. 4901-7-01 S-1 Capital Expenditures > 5% of
1 2 Appendix A, Chapter IT {B)(1Xa) Budget (5 Years Project)-Date
Project Started
0.A.C. 4901-7-01 S-1 Capital Expenditures > 5% of
1 2 Appendix A, Chapter II (B} 1)(b) Budget (5 Years Project)- Estimated
Completion Date
0.A.C. 4901-7-01 $-1 Capital Expenditures > 5% of
| 2 | Appendix A, Chapter II (B}(1)(c) Budget (5 Years Project)- Total
Estimated Construction Cost By
Year
0.A.C. 4501-7-01 8-1 Capital Expenditures > 5% of
1 2 Appendix A, Chapter IT (BX1)(d) Budget (5 Years Project)-AFDC by
Group
0.A.C. 4901-7-01 8-1 Capital Expenditures > 5% of
1 2 Appendix A, Chapter Il (B)(1){e) Budget - Accumulated Costs
Incurred as of Most Recent
Calendar Year Excluding &
Including AFDC
0.A.C. 4901-7-01 S-1 Capital Expenditures >5% of
1 2 | Appendix A, Chapter IT (B)(1)() Budget - Current Estimated Cost to
Completion Excluding & Including
AFDC
0.A.C. 4901-7-01 8-2 Revenue Requirement (5 Years
1 3 Appendix A, Chapter IT (B}2)a) Project) - Income Statement
0.A.C. 4901-7-01 8-2 Revenue Requirement (5 Years
1 3 Appendix A, Chapter II (BX2)(b) Project) - Balance Sheet
0.A.C.4901-7-01 §-2 Revenue Requirement (5 Years
1 3 Appendix A, Chapter II (B)}2)¢) Project) - Statement of Changes
0.A.C. 4901-7-01 5-2 Revenue Requirements (5 Years
1 3 Appendix A, Chapter IL (B)3)(a) Project) - Load Forecasts (Electric
Only)
0.A.C. 4901-7-01 82 Not appiicable (applies to telephone
| 3 Appendix A, Chapter IT (BY3)(b) only)
0.A.C. 4901-7-01 8-2 Revenue Requirement (5 Years
1 3 Appendix A, Chapter 11 (B)(3)(c) Project) - Mix of Generation
{Electric Only)
0.A.C. 4901-7-01 52 Revenue Requirement (5 Years
1 3 Appendix A, Chapter I1 (B)(3)(d) Project) - Mix of Fuel (Gas)
0.A.C. 4901-7-01 §-2 Revenue Requirement (5 Years
1 3 Appendix A, Chapter IT (B)(3)(e) Project) - Employee Growth
0.A.C. 4901-7-01 S-2 Revenue Requirement (5 Years
1 3 Appendix A, Chapter [I (BY3Xf) Project) - Known Labor Cost
Changes
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0.A.C. 4901-7-01 8-2 Revenue Requirement (5 Years

Appendix A, Chapter 1L (B)}3)g) Project) - Capital Structure
Requirements/Assumptions

0.A.C. 4901-7-01 5-2.1 Not applicable - if the applicant

Appendix A, Chapter II (B)(4) utility does not release financial
forecasts to any outside party

0.A.C. 4901-7-01 §-2.2 Not applicable — forecast test period

Appendix A, Chapter I (BX5)

0.A.C. 4901-7-01 823 Not applicable — forecast test period

Appendix A, Chapter I (B}(6)

0.A.C. 4901-7-01 S-3 Proposed Newspaper Notice - Legal

Appendix A, Chapter II (B)(7) Notice to Commission

0.A.C. 4901-7-01 S-4.1 Executive Summary of Corporate

Appendix A, Chapter II (B)(8) Process

0.A.C. 4901-7-11 §42 Management Policies & Practices

Appendix A, Chapter I (B)}(9)

0.A.C. 4901-7-01 542 Management Policies & Practices

Appendix A, Chapter IT (B}(9)

0.A.C. 4901-7-01 Supplemental | Most Recent FERC Audit Report

Appendix A, Chapter IT (C)(1)

0.A.C. 4901-7-01 Supplemental | Current Annual Statistical Report

Appendix A, Chapter I (C)(2)

0.A.C. 4901-7-01 Supplemental | Prospectuses — Most Recent

Appendix A, Chapter II {C)(3) Offering Commmon Stock/Bonds

0.A.C. 4901-7-01 Supplemental | FERC Form t and 2, PUCO

Appendix A, Chapter I1 (C)X4) Annual Report

0.A.C. 4901-7-01 Supplemental | Annual Report to Shareholders (5

Appendix A, Chapter H (C)(5) Years})

0.A.C. 4901-7-01 Supplemental | Most Recent SEC Form 10-K, 10-

Appendix A, Chapter II (C)(6) Q, & 8-K and Subsequent (Duke
Energy Consolidated & Duke
Energy Ohio Consolidated)

0.A.C.4901-7-01 Supplemental | Work Papers - To be Filed Hard

Appendix A, Chapter I1 (C)(7) Copy and Computer Disks

0.A.C. 4901-7-01 Supplemental | Schedule C-2.1 Worksheet with

Appendix A, Chapter II (C)(8) Monthly Test Year & Totals

0.A.C. 4901-7-01 Supplemental | CWIP in Prior Case

Appendix A, Chapter II {C)(9)

0.A.C. 4901-7-01 Supplemental | Latest Certificate of Valuation from

Appendix A, Chapter II (C)(10) Department of Taxation

0.A.C. 4901-7-01 Supplemental | Monthly Sales by Rate Schedule

Appendix A, Chapter IT(C)(11) Consistent with Schedule C-2.1

0.AC. 4901-7-01 Supplemental | Written Summary Explain Forecast

Appendix A, Chapter II (C)(12) — Method for Test Year

0.A.C. 4901-7-01 Supplemental | Explanation of Computation of

Appendix A, Chapter IT (CX13) Matertal & Supplies
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O.A.C. 4901-7-01

Supplemental

Depreciation Expenses Related to

8 Appendix A, Chapter 11 (C)(14) Specific Plant Accounts
0.A.C. 4901-7-01 Supplemental | Federal & State Income Tax
9 | Appendix A, Chapter II (CX(15) Information
0.A.C. 4901-7-01 Supplemental | Other Rate Base Items Listed on B-
10 | Appendix A, Chapter II (C){(16) 6 detailed information
0.A.C.4901-7-01 Supplemental } Copy of Al} Ads Charged in the
11 | Appendix A, Chapter If (CY17) Test Year
0.A.C. 4901-7-01 Supplemental | Plant In-Service from the Last Date
12 | Appendix A, Chapter II (C)(18) Certain thru Date Certain of the Test
Year
0.A.C. 4901-7-01 Supplemental | Depreciation Reserve Study Related
13 | Appendix A, Chapter I (C)(19) to Schedule B-3
0.A.C. 4901-7-01 Supplemental | Revised Depreciation Accrual Rates
1 Appendix A, Chapter II (C)(20)
0.A.C. 4501-7-01 Supplemental | Breakdown of Depreciation Reserve
2 Appendix A, Chapter 11 (C)(21) from Last Date Certain thru Date
Certain of the Test Year
0.A.C. 4901-7-01 Supplemental | Information on Projects that are
3 Appendix A, Chapter I1 (C)(22) 75% Complete
0.A.C. 4901-7-01 Supplemental | Surviving Dollars by Vintage Years
4 | Appendix A, Chapter I (C)(23)
0.A.C. 4901-7-01 Supplemental | Test Year & 2 most recent Calendar
5 Appendix A, Chapter II (C)}24) Years Employee level by month
0.A.C. 4901-7-01 A-1 Revenue Requirements - Overall
1 Appendix A, Chapter 11, Financial Summary
Section A(B)
0.A.C. 4901-7-01
1 Appendix A, Chapter II, A-2 Revenue Conversion Factor
Section A(C)
0.A.C. 4901-7-01 A-3 Calculation of Mirrored CWIP
1 Appendix A, Chapter II, Revenue
Section A(D)
0.A.C. 4901-7-01 B-1 Plant in Service - Jurisdictional Rate
2 | Appendix A, Chapter I1, Base
Section B(B)(1)
0.A.C. 4901-7-01 B-2 Plant in Service - Plant in Service
2 Appendix A, Chapter II, (Major Property Groupings)
Section B(B)(2)
0.A.C. 4901-7-01 B-2.1 Plant in Service - Plant in Service
2 Appendix A, Chapter I, (By Accounts & Subaccounts)
Section B(B}(3)
0.A.C. 4901-7-01 B-2.2 Plant in Service - Adjustments to
2 Appendix A, Chapter 11, Plant in Service
Section B(B)4)
0.A.C. 4901-7-01 B-23 Plant in Service - Gross Additions,
2 Appendix A, Chapter I1, Retirements & Transfers

Section B(B)(3)
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0.A.C.4901-7-01 B-24 Plant in Service - Lease Property
9 2 Appendix A, Chapter [,

Section B(B){(6)

0.A.C. 4901-7-01 B-2.5 Plant in Service - Property Excluded
9 2 Appendix A, Chapter II, from Rate Base

Section B{B)Y(7)

0.A.C. 4901-7-01 B-3 Depreciation - Reserve for
9 2 Appendix A, Chapter I, Depreciation

Section B(C)(1)

0.A.C. 4901-7-01 B-3.1 Depreciation - Adjustment to
9 2 Appendix A, Chapter I1, Reserve for Depreciation

Section B(C}2)

0.A.C. 4901-7-01 B-3.2 Depreciation - Accrual Rates &
9 2 Appendix A, Chapter II, Reserve Balances by Accounts

Section B{(C)(3)

0.A.C.4901-7-01 B-3.3 Depreciation Reserve Accruals,
9 2 | Appendix A, Chapter Ii, Retirements & Transfers

Section B(C)(4)

0.A.C. 4901-7-01 B-3.4 Depreciation Reserve & Expenses
9 2 | Appendix A, Chapter II, for Lease Property

Section B(C)(5)

0.A.C.4901-7-01 B-4 CWIP-Less Maintenance Projects,
9 2 Appendix A, Chapter II, Identify Replacement

Section B(D)(1)

0.A.C. 4901-7-01 B-4.1 CWIP - Percent Completed (Time)
9 2 | Appendix A, Chapter 11,

Section B(D)(2)

0.A.C. 4901-7-01 B-4.2 CWIP - Percent Completed
9 2 Appendix A, Chapter II, (Dollars)

Section B(D)(3)

0.A.C. 4901-7-01 B-5 Allowance for Working Capital
9 2 Appendix A, Chapter I1,

Section B(E)}1)

0.A.C. 4901-7-01 B-5.1 Misceilaneous Working Capital
9 2 Appendix A, Chapter II, Ttems

Section B(E)(2)

0.A.C. 4901-7-01 B-6 Other Rate Base Item Summary
9 2 Appendix A, Chapter 1I,

Section B(FX(1)

0.A.C. 4901-7-01 B-6.1 Adjustments to Other Rate Base
9 2 | Appendix A, Chapter II, Items

Section B(F)(2)

0.A.C. 4901-7-01 B-6.2 Contributions in Aid of
9 2 Appendix A, Chapter 11, Construction

Section B(F)(3)

0.A.C. 4901-7-01 B-7 Allocation Factors - Jurisdictional
9 2 Appendix A, Chapter II, Factors

Section B(G)(1)
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Allocation Factors - Jurisdictional

2 Appendix A, Chapter II, Statistics

Section B(G)(2)

0.A.C. 4901-7-01 B-7.2 Allocation Factors - Explain Change
2 Appendix A, Chapter 11, in Allocation Procedures

Section B(G)(3)

0.A.C. 4901-7-01 B-8 Gas Data
2 | Appendix A, Chapter 11,

Section B(H)

0.A.C. 4901-7-01 B-9 Mirrored CWIP Allowances
2 Appendix A, Chapter II,

Section B(I)

0.A.C. 4901-7-01 C-1 Jurisdictional Proforma Income
3 Appendix A, Chapter II, Statement

Section C(B)(1}

0.A.C. 4901-7-01 C-2 Detailed Jurisdictional Adjusted Net
3 Appendix A, Chapter II, Operating Income

Section C(B}2)

0.A.C. 4901-7-01 C-2.1 Jurisdictional Allocation -
3 Appendix A, Chapter 11, Operating Revenues & Expenses by

Section C(B)(3) Account

O0.A.C. 4901-7-01 C-3 Summary of Adjustments to
3 Appendix A, Chapter II, Jurisdictional Net Operating Income

Section C(CY(1)

0.A.C. 4901-7-01 C-3.1 Nommalize Revenue & Expense
3 Appendix A, Chapter II,

Section C(C)2)

0.A.C. 4901-7-01 C-3.2 Eliminate DSM/EE Revenue and
3 Appendix A, Chapter II, Expense

Section C(C)(2)

0.A.C. 4901-7-01 C-33 Rate Case Expense
3 Appendix A, Chapter II,

Section C(C)?2)

0.A.C. 4901-7-01 C-34 Annualize Test Year Wages
3 Appendix A, Chapter 11,

Section C(CX2)

0.A.C 4901-701 C-3.5 Annualize Depreciation Expense
3 | Appendix A, Chapter II,

Section C{C)2)

0.A.C. 4901-7-01 C-36 Annualize Interest on Customer
3 Appendix A, Chapter II, Service Deposits

Section C{C)(2)

0.A.C. 4901-7-01 C-37 Eliminate Rider DRI revenue and
3 | Appendix A, Chapter 1], Expense

Section C(CY2)

0.A.C. 4901-7-01 C-3.8 Annualize Property Tax
3 Appendix A, Chapter II,

Section C{C)2)
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0.A.C. 4901-7-01 C-39 Service Company Allocations
9 3 Appendix A, Chapter II,

Section C(C)(2)

0.A.C. 4901-7-01 C-3.10 Normalize Interest Expense
9 3 | Appendix A, Chapter I, Deduction

Section C{(C)(2)

0.A.C. 4901-7-01 C-3.11 EEI Expense Adjustment
9 3 Appendix A, Chapter II,

Section C(C)(2)

0.A.C. 4901-7-01 C-3.12 Eliminate State Tax Rider Revenue
9 3 | Appendix A, Chapter I, and Expense

Section C{C}2)

0.A.C. 4901-7-01 C-3.13 Eliminate Expenses Associated with
9 3 Appendix A, Chapter II, Hartwell

Section C{C)(2)

0.A.C. 4901-7-01 C-3.14 Eliminate Non-jurisdictional
9 3 Appendix A, Chapter 11, Expense

Section C(C)(2)

O.A.C. 4901-7-01 C-3.15 Adjust PUCO/OCC Assessments
9 3 Appendix A, Chapter 11,

Section C(C)(2)

, 0.A.C. 4901-7-01 C-3.16 Adjust Uncollectible Expense

9 3 Appendix A, Chapter II,

Section C(C)(2)

0.A.C.4901-7-01 C-3.17 Annualize Pension and Benefits
9 3 | Appendix A, Chapter II, Expense

Section C(CY2)

0.A.C. 4901-7-01 C-3.18 Annualize FICA Tax Expense
9 3 | Appendix A, Chapter II,

Section C(CX2)

0.A.C. 4901-7-01 C-3.19 Annualize Unemployment Tax
9 3 Appendix A, Chapter II, Expense

Section C(CX2)

0.A.C. 4901-7-01 C-3.20 Reserved for Future Use
9 3 Appendix A, Chapter 11,

Section C(C)(2)

0.A.C. 4901-7-01 C-3.21 Reserved for Future Use
9 3 Appendix A, Chapter II,

Section C{C)(2)

0.A.C. 4901-7-01 C-3.22 Regulatory Asset Amortization
9 3 Appendix A, Chapter II,

Section C(C)(2)

0.A.C. 4901-7-01 C-3.23 Merger Make Whole Adjustment
9 3 Appendix A, Chapter II,

Section C(C)(2)
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0.A.C. 4901-7-01
Appendix A, Chapter IT,
Section C(CH2)

C-3.24

Reserved for Future Use

0.A.C.4901-7-01 £-3.25 Amortize Smart Grid deferrals
Appendix A, Chapter 11,

Section C{C)(2)

0.A.C. 4901-7-01 C-3.26 Adjustment for Smart Grid savings
Appendix A, Chapter 11,

Section C{C)?2)

0.A.C. 4901-7-01 C-3.27 Adjustment for increased medical
Appendix A, Chapter II, COStS

Section C(C)(2)

0.A.C. 4901-7-01 C-3.28 Amortize Gas Furnace Program
Appendix A, Chapter II, deferrals

Section C(C)(2)

0.A.C. 4901-7-01 C-4 Adjusted Jurisdictional Federal
Appendix A, Chapter IJ, Income Taxes

Section C(D)(1)

0.A.C. 4901-7-01 C-4.1 Development of Jurisdictional
Appendix A, Chapter I, Federal Income Taxes Before
Section C(D)2) Adjustments

0.A.C. 4901-7-01 C-5 Social and Service Club Dues
Appendix A, Chapter II,

Section C(D)3)a)

0.A.C. 4901-7-01 C-6 Charitable Contributions
Appendix A, Chapter 11,

Section C(D)}3)(b)

0.A.C. 4901-7-01 C-7 Customer Service & Informational,
Appendix A, Chapter II, Sales Expense & General

Section C(D}4) Advertising

Q.A.C. 4901-7-01 C-8 Rate Case Expenses

Appendix A, Chapter 1],

Section C(D)(5)

0.A.C. 49501-7-01 c9 Operation & Maintenance Payroll
Appendix A, Chapter II, Cost

Section C(D)(6)

0.A.C. 4901-7-01 C-9.1 Total Company Payroil Analysis by
Appendix A, Chapter 11, Employee Class

Section C(DX7)

0.A.C. 4901-7-01 C-10.1 Comparative Balance Sheet (Most
Appendix A, Chapter [T, Recent 3 Years)(Include Notes})
Section C(E)(1)

0.A.C. 4901-7-01 C-10.2 Comparative Income Statement

Appendix A, Chapter II,
Section C(E)(2)

{Most Recent 5 Years)(Include
Notes)
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0.A.C. 4901-7-01 C-11.1 Statistics ~ Total Company
9 3 Appendix A, Chapter 11, Revenue, Customers & Average
Section C(E)X(3) Revenue
0.A.C. 4901-7-01 C-11.2 Statistics - Jurisdictional Revenue,
9 3 Appendix A, Chapter II, Customers & Average Revenue
Section C(E)(3)
0.A.C. 4901-7-01 C-11.3 Statistics - Company Sales,
9 3 Appendix A, Chapter 1, Customers & Average Sales
Section C{EX3)
0.A.C. 4901-7-01 C-11.4 Statistics - Jurisdictional Sales,
9 3 Appendix A, Chapter II, Customers & Average Sales
Section C(EX3)
0.A.C. 4901-7-01 C-12 Analysis of Reserve For
5 3 Appendix A, Chapter 1], Uncollectible Accounts
Section C(E)}{4)
0.A.C. 4901-7-01 D-1 Rate of Return Summary
9 4 Appendix A, Chapter 11, (Labeled D-1a)
Section D(B)
Q.A.C. 4901-7-01 D-1.1 Parent - consolidated Common
9 4 Appendix A, Chapter II, Equity
Section D{C) (Labeled D-1b)
0.A.C. 4501-7-01 D-2 Debt & Preferred - Embedded Cost
9 4 | Appendix A, Chapter II, of Short-term Debt
Section D(DY(1)
0.A.C. 4901-7-01 D-3 Debt & Preferred - Embedded Cost
9 4 Appendix A, Chapter 1, of Long-term Debt
Section D(D){(2)
0.A.C. 4901-7-01 D-4 Debt & Preferred - Embedded Cost
9 4 Appendix A, Chapter II, of Preferred Stock
Section D(D)(3)
0.A.C.4901-7-01 D-5 Comparative Financial Data
9 4 | Appendix A, Chapter II,
Section D{E)
Q.A.C. 4901-7-01 E-1 Clean Copy Proposed Tariff
10 1 Appendix A, Chapter I1,
Section E(B)(1)
0.A.C. 4901-7-01 E-2 Clean Copy Current Tariff
11 1 Appendix A, Chapter I,
Section E(B)(2)Xa)
G.A.C. 4901-7-01 E-2.1 Scored and redlined copy of current
12 1 Appendix A, Chapter II, tariff showing all proposed changes
Section E(B)(2)(b)
0.A.C. 4901-7-01 E-3 Narrative Rationale for Tariff
12 2 Appendix A, Chapter II, Changes
Section E(BX3)
0.A.C. 4501-7-01 E-3.1 Customer Charge, Minimurn Bill
12 3 Appendix A, Chapter I, Rationale
Section E(B)}4)
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0.A.C. 4901-7-0L E-32 Cost of Service Study
13 Appendix A, Chapter 11,
Section E(B)(5)
0.A.C. 4901-7-01 E-4 Class, Schedule Revenue Summary
13 Appendix A, Chapter 11,
Section E(C)(2)(a)
0.AC. 4901-7-01 E-4.1 Annual Test Year Revenue at
13 Appendix A, Chapter 11, Proposed Rates vs Most Current
Section E (CH2)(b) Rates
0.A.C. 4901-7-01 E-5 Typical Bill Comparison by Class &
13 Appendix A, Chapter 11, Schedule
Section E(D)
0.A.C. 4901:1-19-05 Schedule Alt | Detailed alternative rate plan
14 Appendix A, Chapter 1, A (ARP). Rationale for proposed tariff
Section (C}2)(a) changes for all impacted gas
services
0.A.C. 4901:1-19-05 Schedule Alt | Justify any proposal to deviate from
14 Appendix A, Chapter II, A-Reg B traditional ROR regulation
Section (C)(2)(b)
0.A.C. 4901:1-19-05 Schedule Alt | If severing of costs and rates
Appendix A, Chapter I1, A proposed, applicant shall compare
14 Section (C)(2)(c) Reg C how its proposed ARP would have
impacted actual performance
measures during the most recent 5
calendar years
0.A.C. 4901:1-19-05 Schedule Alt | If authorized to exempt any
14 Appendix A, Chapter II, A services, applicant shall provide a
Section (C)(2)(d) RegD listing of those services
0.A.C. 4901:1-19-05 Schedule Alt | Complete matrix showing each rate,
14 Appendix A, Chapter II, A service, or regulation included in the
Section (C)2)(e) Reg E plan and explain how it may be
affected during term of plan
0.A.C. 4901:1-19-03 Schedule Alt | Detailed discussion of how potential
14 Appendix A, Chapter II, A issues concerning cross-
Section (CY2)() RegF subsidization of services have been
addressed in the plan
0.A.C. 4901:1-19-05 Schedule Alt | Detailed discussion of how the
14 Appendix A, Chapter II, A application is in compliance with
Section (C)(2)(g) Reg G R.C. 4905.35 and 4929.02
0.A.C. 4901:1-19-05 Schedule Alt | Projected financial data required in
14 Appendix A, Chapter II, A section F of Chapter II of appendix
Section (C)2)(h) Reg H A of OAC 4901-7-01
0.A.C. 4901:1-19-05 Schedule Alt | Projected financial data through the
Appendix A, Chapter II, A term of the proposed plan under the
14 Section (C}2)(1) Regl assumption that the plan is not

adopted. This shall be labeled as
section G
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Schedule Alt
A
Regl

0.A.C. 4901:1-19-05
Appendix A, Chapter II,
Section (CH2Z)(j)

Bl
Application shall submit a list of
witnesses sponsoring each of the
exhibits in its application
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Schedule S4.2

DUKE ENERGY CORP.
DUKE ENERGY OHIO, INC.

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

STRATEGY, PLANNING & RATES DEPARTMENT

Policy and Goal Setting

The Vice President of the Regulatory Strategy, Planning and Rates Department
(Department) has the primary responsibility for establishing department goals which
are developed in concert with the goals of the Strategy, Rates, Wholesale,
Commodities and Analytics Department. Goal achievement is the responsibility of
the Departinent's management team, which includes the Vice President, General
Manager and Managers. Department goals are developed to support the Strategy,
Rates, Wholesale, Commoditics and Analytics Department's objectives as they
pertain to the Duke Energy Corporation’s (Duke Energy) strategy and 2012
objectives that were communicated by the Duke Energy Chairman and Chief
Executive Officer.

Strategy, Planning and Rates Department establishes the policy by which the rates
for Duke Energy's regulated utility subsidiaries are implemented and administered.
Corporate workplace policies, which are established by Duke Energy's Executive
Management, are communicated to each member of the Strategy, Planning and
Rates Department in the Working Environment Policy Manual and are supported by
department directives, practices and procedures.

Strategic Planning

The Strategy, Planning and Rates Department’s goals are developed to support Duke
Energy’s five-year business plan. The timing and necessity of rate case filings are
driven in part by the in-service date (timing) of new facilities, the erosion of
regulatory earnings, and changes in legislation. For this reason, the Strategy,
Planning and Rates Department participates in committee mectings with senior
executives, to plan and organize regulatory initiatives. These committees are also a
means to discuss and monitor ongoing processes and projects that affect the
achievement of the corporate strategic goals. In addition, the Strategy, Planning and
Rates Department must address customers’ needs in rate design and present rate
options to best meet those needs. As an example, the Strategy, Planning and Rates
Department has received customer feedback through the Customer Market Analysis
and Business Relations and Development Groups. Through the use of this feedback
the Strategy, Planning and Rates Department is able to design and propose rate
options to serve the needs of customers. By monitoring and participating in the
regulatory and legislative arenas, the Department is able to be aware of current
trends and address any political concerns.
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Organizational Structure

The department consists primarily of exempt level employees with varied
educational backgrounds and experience in the fields of accounting, finance,
economics, and engineering. The Managers in the Strategy, Planning and Rates
Department report directly to the General Manager Strategy, Planning and Rates.
The General Manager of Strategy, Planning and Rates reports directly to the Vice
President of Strategy, Planning and Rates. The Department's management team
leads employees in carrying out the responsibilities associated with revenue
requirements, cost of service, pricing, and the administration of vartous cost
recovery mechanisms.

The Vice President of Strategy, Planning and Rates reports directly to the Group
Executive and Senior Vice President of Strategy Rates Wholesale Commodities and
Analytics. The responsibilities of the Strategy, Planning and Rates Department are
divided into the jurisdictional groups, pricing, and regulatory accounting. The
General Manager and Managers are responsible for the rate activities of the Duke
Energy’s operating companies of Duke Energy Carolinas, Inc., Duke Energy
Indiana, Inc., Duke Energy Ohio, Inc., and Duke Energy Kentucky, Inc.

An organization chart depicting the Strategy, Planning and Rates Department is
attached as Exhibit RD-1.

Responsibilities

The primary objective of the Strategy, Planning and Rates Department is to assist
Duke Energy in meeting the corporate objective of earning a fair rate of return on its
assets used in rendering safe and reliable natural gas and clectric service, thereby
maintaining financial health. The Strategy, Planning and Rates Department is
responsible for monitoring the rates of return on Duke Energy’s regulated operations
and the regulatory issues that could impact the authorized rates of returns. To
achieve its objective, the Strategy, Planning and Rates Department prepares and
timely files base rate case and cost recovery tracking mechanism applications in
accordance with the standard filing requirements of Midwest Independent System
Operator, Inc. (“MISO”) PJM Interconnection LLC (“PJM™) and state and Federal
regulatory commissions. These requirements may be either by statute or in
compliance with prior commission orders. In conjunction with filing regulatory
applications, responsibilitiecs include developing cost of service studies and
presenting expert testimony that supports revisions to rates and rate structures and
the administration thereof. In addition, the Strategy, Planning and Rates Department
prepares applications for changes in accounting methodology either separately or in
conjunction with base rate applications. In summary, the Strategy, Planning and
Rates Department fulfills its corporate respensibility by:

* Developing revenue requirements for regulated operations;

* Developing cost of service requirements and allocating costs equitably

among customer classes;



Developing rates that provide sufficient revenues to recover the full cost of
providing gas and electric service; and

Preparing required rate and accounting applications presented to regulatory
commissions.

The Strategy, Planning and Rates Department provides a variety of services crucial
to the overall success of its internal customers within Duke Energy. More
spectfically, the Department has the following respousibilities:

Recommend to the Group Executive and Chief Strategy, Policy and
Regulatory Officer the need to adjust current rates when the objectives of
those rates are not currently being met;

Direct the preparation of rate applications and coordinate all aspects of rate
proceedings tn conjunction with the Legal Department before state and
federal regulatory agencies;

Coordinate and distribute changes to natural gas and electric tariff
schedules;

Maintain service regulations to reflect current safety and operating
requirements;

Provide administrative and technical support to assure the accurate
implementation of commissions’ rules and regulations and authorized
rates;

Develop revenue requirements, cost allocations and rates for Federal
Energy Regulatory Commission wholesale and coordination agreements
including support for annual changes to the Open Access Transmission
Tariff of the MISO and PIM.;

Prepare the fuel cost recovery filings and reports, including the gas cost
recovery (GCR) in Ohio, coordinate the periodic management audits, and
participate in the subsequent related public hearings;

Provide reguiatory reporting of emission allowance costing and inventory;
Develop monthly billing and annual studies for the joint ownership of
generation and transmission facilities for Duke Energy Indiana;
Participate in load management rate initiatives such as the Real Time
Pricing, PowerShare®, and Economic Development;

Develop special contract rates to meet specific customer requirements;
Maintain open lines of communications with departments that provide for
appropriate ratemaking decisions and between Duke Energy and
regulatory agencies; and

Participate in regulatory agency rulemakings and proposed state and
federal legislation.

V. Practices and Procedures

Principal duties of the Strategy, Planning and Rates Department are to:

Remain informed on local and national utility pricing and regulatory
issues. Evaluate their effect on Duke Energy's business and recommend



VL

VII.

solutions through study and association with other utility personnel,
industry groups, and committees;

¢ Calculate, as required, new or revised rate structures, including rates,
service regulations, and purchased natural gas and electric fuel cost
recovery mechanisms;

e Analyze resuits of operations, trends, and deviations as they pertain to or
affect rate structures.

The Strategy, Planning and Rates Department personnel utilize a wide variety of
sophisticated software, as well as the corporate mainframe system to collect data,
perform economic studies, and produce various reports required by regulatory
agencies. These personnel generally have free access to Company records and
reports necessary in carrying out their responsibilities.

Decision Making and Control

Daily operational decisions are made in a participative manner by the managers of
the affected areas. Decisions affecting corporate profits or establishing policies are
reviewed and discussed with the Senior Vice President of Strategy, Planning and
Rates, who will obtain input from the Group Executive and Chief Strategy, Policy
and Regulatory Officer when necessary.

The Vice Presidents provide weekly reports of current activities to the Vice
President of Strategy, Planning and Rates of current activities. The Senior Vice
President of Strategy, Planning and Rates participates in staff meetings held by the
Group Executive and Chief Strategy, Policy and Regulatory Officer in order to
discuss top management’s plans and current issues within Duke Energy.

Internal and External Communication

The rate-making process is an extensive ongoing process that requires open lines of
communication throughout Duke Energy. As a result, the Strategy, Planning and
Rates Department works closely with the Office of General Counsel and the various
accounting and financial departments to obtain the necessary accounting and
financial data to accurately complete the various regulatory applications in a timely
fashion. Information and data exchange is conducted via face-to-face meetings, e-
mail, teleconferences, and facsimile machines.

The Strategy, Planning and Rates Department interacts with the Customer Service
and Call Centers Department, the Revenue Cycle Services Team, and other shared
services groups throughout Duke Energy to implement and convey changes in gas
and electric rates, as well as other rate and regulatory policy matters. This
communication is done in part through periodic meetings of the Rate
Implementation Team and the monthly issuances of the Gas Cost Summary
Schedule, which is sent via e-mail. Duke Energy News, as part of the Duke Energy
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Portal, is also a source used to communicate the results of regulatory activities to
every Duke Energy employee.

An electric and natural gas rates web page has been developed. This website can be
accessed internally by employees through Duke Energy’s intranet. Current and
prospective customers can also access the web site externally through Duke
Energy’s Corporate Website at www.duke-energy.com. This web page includes up-
to-date rate and regulatory information for all of Duke Energy’s regulated
comparies.

Internally, department meetings are convened weekly in order to provide a forum for
open communication to all department personnel. Each team meets as needed to
evaluate newly assigned projects, plan and assign work activities, to discuss the
status or results of current projects, discuss any problems with regard to the team's
assigned tasks, and provide training to the members of the team as needs require.
Communications between the Strategy, Planning and Rates Department employees
in North Carolina, Indiana, and Ohio occur frequently through the use of telephone
communication, fax, and e-mail. All of these tools are useful in the coordination of
required efforts.

Goal Attainment Quantification

Timeliness, communication, and accuracy are important performance standards for
the Strategy, Planning and Rates Department. To best meet these performance
standards, the Department is organized to support the utility operating companies,
Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Kentucky, and Duke
Energy Indiana. Although the Department staff is located in Charlotte, North
Carolina, Plainfield, Indiana, and in Cincinnati, Ohio, it is managed as a single team.
A flexible work force enables the department management team to realign job
responsibilities to meet the stated goals and objectives for each operating company.
The streamlining of the data collection and analysis processes has enabled the
Department to produce highly accurate and timely reports. As an example, the
revenue requirements and cost of service studies models for the respective operating
companies have been streamlined and modified for uniformity.

The standards of performance utilized to meet stated goals and objectives are
established by the specific requirements of job duties and projects. For example,
Duke Energy Ohio, Inc., GCR rates are computed according to regulatory standards
and filed in a timely fashion so as to be applied to bills rendered for the first billing
cycle of each month. Rate case preparation is driven by the time frame constraints
established by the regulatory agencies.

Measurements of performance are established and monitored by the team leaders.
These measures include:
e Accurate completion of regulatory reporting requirements as scheduled;


http://www.duke-energy.com

Gas cost recovery {GCR) rates computed accurately and according to
regulations, and timeliness with respect to the billing system
requirements;

Accurate completion of Accelerated Gas Main Replacement Program
guidelines established by The Public Utilities Commission of Ohio
(Commisston);

Results of independent audits performed in conjunction with the GCR
public hearings and the Commission Staff Report of Investigation issued
in Ohio rate proceedings;

Typical bill comparisons, which rank the operating companies with other
utilities;

Revenue requirements and control of the rate application process are
measured by the results of the rate filings. Such measurements include an
analysis of whether the filings were completed in a timely manner and
contain necessary data to comply with the Commission's Standard Filing
Requirements. The completeness and accuracy of responses to the
various intervenors’ requests for information in the rate cases provide a
further measure of performance. The ultimate measurement of success
of this process, however, is in the Commissions’ Orders and the effective
balancing of ratepayer and shareholder interests; and

Individual employee annual performance reviews are conducted to
evaluate the achievement of their pre-established key performance goals.
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DUKE ENERGY CORPORATION
DUKE ENERGY OHIO, INC
SUMMARY OF MANAGEMENT POLICIES, PRACTICES & ORGANIZATION
FEDERAL ENERGY POLICY DEPARTMENT

Policy and Goal Setting

The Federal Energy Policy Department (Department) has general charge of the
formulation and advocacy of all Duke Energy’s policy positions that fall under the
jurisdiction of the Federal Energy Regulatory Commission (FERC). It also is
responsible for internally managing issues and rulemakings that the FERC is addressing,
as well as maintaining relationships with the FERC Commissioners and their staffs.
Department continually reviews orders and issuances, filings, comments, and proposals
from various parties and leads the development of corporate policies, positions and
filings. In addition, Department is responsible for keeping executive management
engaged and informed on the federal regulatory landscape and specific issues that could
impact Duke.

The Department supports the corporate policies and objectives through Department
FERC policy formulation, directives, procedures, and practices. Policies that are
established at the departmental level relate to activities involving the implementation of
corporate level policies.

It is the objective of the Department to use participative management techniques in
establishing both department policy and goals. In doing so, the Department involves
those areas affected by the policies or goals and provides the opportunity for them to
contribute to the discussions and review the work product during the development
process. Final approval of the goals and policies rests with senior management, and it is
understood that successful implementation of any policy or goal can be assured only
through the support of those involved.

The Department involves all department personnel, and solicits input from internal
stakeholders when establishing goals within its area of responsibility. These goals will
meet the objectives established by Duke Energy and the Department. The decisions

necessary to implement this plan will effectively are executed by those that are carrying
out the plan.

Individual and team goals are set annually through a process that identifies weighted key
success factors and measures at the beginning of the year, combines these substantive
goals with behavioral and corporate financial goals, culminating in an achievement
evaluation at the end of the year.
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Strategic Planning

Departmental strategic planning in the Department is coordinated between the members
of the Department and the various businesses whose interests we are charged with
representing. The Department personnel have each been designated as a point of contact
for different executives and are charged with ensuring that the executives are kept
abreast of current FERC issues, as well as ensuring that the business interests of the
executives’ organizations are harmonized into Duke Energy’s federal energy policy
positions. In conjunction with the development of annual individual and team goals,
resources are directed toward the overall corporate goals as developed by executive
management. A participative process is used to identify major internal and external
issues and to develop response mechanisms. All department personnel are involved in
planning and review sessions. In addition, previous programs are reviewed and
resources are allocated to meet those needs that remain a priority.

Organizational Structure

The Department consists of seven employees:
e Vice President (1);
¢ Team Secretary (1);
s Directors (4); and
o Federal Policy Senior Analyst (1).

The Department’s organizational chart is attached as Exhibit FEP-1.

Responsibilities

The Department’s responsibilities are:

o Establishing, maintaining, and strengthening communications between the Duke
Energy and federal regulators, while following all legal requirements governing
these relationships;

o Monitoring and tracking the actions and initiatives taken by FERC that could
impact the regulatory landscape and policy, as well as Duke Energy operations;

e Analyzing actions taken by federal regulators, and when relevant to Duke,
providing executives summaries of relevant federal regulatory orders and Duke’s
proposed action;

e [Leading Duke Energy’s participation in FERC matters such as: attending
technical conferences and working with internal stakeholders to develop
comments and reply comments as well as requests for rehearing and complaints;
and

e Harmonizing business interests of the different internal stakeholders into a
cohesive Duke Energy policy position through a collaborative process.
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Practices and Procedures

Departmental personnel maintain close working relationships with nearly all areas of the
Duke Energy, and work with appropriate Duke Energy personnel to develop regulatory
positions.

Decision Making and Control

Departmental decision-making and control are based on department goals and input
from other departments. The department is involved in both proactive and reactive
issues and consults frequently with management and expert technical personnel from
other departments to determine appropriate responses. Major decisions are reviewed
with senior management for input and concurrence. Budget requests and variances are
approved by senior management.

Internal and External Communication

The Department is the communication conduit of the Duke Energy for external federal
and regulatory developments that need to be interpreted and communicated internally,
and for Duke Energy positions which need to be relayed to appropriate regulatory
bodies. Timekeeping requirements and periodic education on restrictions such as ex
parte communications, and reporting requirements assure compliance with all applicable
rules and regulations regarding external communications with lawmakers and regulatory
bodies.

Corporate activities and issues are relayed from the Vice President to the Department
employees at regular staff meetings and information is exchanged about emerging issues
internally and externally.

Goal Attainment and Qualification

Annual individual and team goals, set at the beginning of each calendar year, are
reviewed mid-year and at year-end to determine achievement levels and to make any
revisions that may be appropriate, given changed circumstances. Evaluations include
the level of difficulty and effort exerted to achieve each goal, the achievement level
itself, and whether each goal was pursued in a manner that benefited the Duke Energy’s
image and that exhibited individual behavioral traits valued by the Duke Energy, such as
honesty, respect, and a high degree of professionalism.
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DUKE ENERGY CORPORATION
DUKE ENERGY CHIO, INC

SUMMARY OF MANAGEMENT POLICIES, PRACTICES, AND ORGANIZATION
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FEDERAL GOVERNMENT AFFAIRS DEPARTMENT

Policy and Goal Setting

The Federal Government Affairs Department (Department) is a shared business
service of Duke Energy Corporation (Duke Energy) and is part of the U.S.
Franchised Electric & Gas Business Unit. The Department has the general charge
of federal govemment relations and maintains liaisons with elected and appointed
federal policy makers on activities related to the Duke Energy and its operations,
informs the Duke Energy of federal regulatory and legislative issues and
coordinates advocacy of Duke Energy policies and positions on these issues at
the federal level. FGA has a broad scope of goals based on the changing
regulatory and competitive landscape in which the Duke Energy operates and is
responsible for

o Identifying key federal policy issues that affect the Duke Energy;

» Advancing corporate positions at the federal level through pro-active
policy development and strategic communications; and

¢ Ensuring federal policy makers are educated on corporate positions.

The annual goals and objectives of FGA are designed to support the achievement
of the strategic and operational initiatives of the corporate business plan. These
goals and objectives are developed with input from all the Department personnel
and are approved by the Vice President.

Strategic Planning

Strategic planning for the Department is coordinated between the Vice President
and Directors, Federal Government Affairs and involves structured input and
feedback from all the Department personnel. Regular staff meetings are held to
discuss pending issues and decide what items require attention and the appropriate
time frame for issues to be addressed. In conjunction with the development of
annual individual and team goals, resources are directed toward the overall corporate
goals as developed by executive management. A collaborative process is used to
identify major internal and external issues and to develop appropriate response
strategies. All FGA personnel are involved in planning and review sessions. In
addition, previous programs are reviewed and, if necessary, budget resources are
reallocated to meet the needs for items that have been identified as having priority.
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Qperational Structure

The Vice President of Federal Government Affairs reports to the Senior Vice
President for Federal Government and Regulatory Affairs.

The organizational chart is attached as exhibit FGA-1
Responsibilities

The Department has the general charge of federal governmental relations. It
maintains liaisons with elected and appointed federal policy makers on activities
related to the Duke Energy and its operations, informs the Duke Energy of federal
regulatory and legislative issues, and assists in the development of Duke Energy
policies and positions on these issues.

Federal Government Affairs Department’s responsibilities include:

e [Establishing, maintaining, and strengthening communications between the
Duke Energy and its legislative, political, and regulatory constituents;

» Providing timely and relevant information about the Duke Energy to its
legislative, political, and regulatory constituents; :

o Increasing legislative, political, and regulatory understanding and confidence
regarding Duke Energy operations;

e Drafting, reviewing, negotiating, and promoting legislative initiatives at the
federal level;

e Drafting position statements and reviewing, analyzing and responding to
legislative and regulatory initiatives at the federal level.

o Informing Duke Energy personnel of important legislative, political and
regulatory developments at the federal level and aiding in the analysis of
these developments as they relate to the Duke Energy’s business interests;
and

e Administering the Duke Energy’s Political Action Committee and its
Grassroots network.

Practices and Procedures

The Department maintains a close working relationship with nearly all of the Duke
Energy’s various business units, and works with appropriate Duke Energy personnel
to develop legislative and regulatory policy positions to be used at the federal level.
Prior to representing the Duke Energy on any federal issue, the Department receives
guidance and clearance from senior leadership and executive management.

Decision Making and Conirol

Day-to-day decision making within the Department is generally delegated to the
directors, with major decisions rolling up to the Vice President. Corporate legal
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counsel is consulted on an as-needed basis. In addition to staff meetings, informal
discussions are held frequently with all the Department personnel.

The level at which decisions are made and the amount of control exercised
depends on the potential effect of the decision. All the Department personnel are
apprised of their responsibilities and authority and are expected to make decisions
within the parameters of that authority and report their actions to the next level of
supervision as appropriate.

Decision-making and control is based on overall the Department goals and input
from other departments. The Department is involved in both proactive and reactive
issues and consults frequently with management and expert technical personnel from
throughout the Duke Energy to determine appropriate responses. Major decisions -
are reviewed with senjor management for input, advice, and concurrence. Budget
requests and variances are approved by senior management.

Internal and External Communication

The Department facilitates internal communication and interpretation of federal
legislative and regulatory developments, and externally communicates Duke Energy
positions to appropriate federal policy makers. External communications focus on
elected federal officials, Administration officials, their respective staffs, various
trade associations of which the Duke Energy is a member, and other stakeholder
groups including, but not limited to, national environmental groups, labor unions,
other utilities, political parties and organizations, etc.

Timekeeping requirements and periodic education on restrictions, such as lobbying
and ethics laws and reporting requirements, assure compliance with all applicable
rules and regulations regarding external communications with lawmakers and
regulatory bodies.

The Department holds regular staff meetings for all of its personnel, on at least a
monthly basis, under the direction of Vice President, Federal Government Affairs.
The purpose of these staff meetings is to communicate policies and decisions of
management, discuss work assignments and issues, and provide an informal
forum to discuss problems, suggestions, and concerns of FGA personnel.

Daily interaction is maintained between the Department Vice President, Directors
and other Department personnel. Frequent formal and informal lines of
communication are also maintained with other personnel throughout the Duke
Energy. Meetings are held with all the Department personnel to share ideas,
disseminate information on Duke Energy activities, address various
administrative needs, enhance creativity and productivity, and foster a positive
working environment,
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For all the Department personnel, internal communication is encouraged with
personnel from throughout the Duke Energy whose departments are impacted by
the various federal legislative and regulatory policies and proposals that are being
analyzed. Teams are utilized as needed to facilitate inter-departmental
communication. Most Department activities will impact more than one segment
of the Duke Energy, so continual and timely communication with the appropriate
personnel throughout the Duke Energy is essential.

Goal Attainment and Qualification

Annual individual and team goals are established at the beginning of each calendar
year and are reviewed periodically throughout the year to determine if any change
in circumstance requires revisions. Evaluations include the level of difficulty, effort
exerted to achieve each goal, the achievement level itself, if externalities inhibit
success, and whether each goal was pursued in a manner which benefited the Duke
Energy’s image and which exhibited individual behavioral traits valued by the Duke
Energy, such as honesty, integrity, respect, and a high degreec of professionalism.
Because much of the Department mission is subjective and difficult to measure in
absolute numbers, performance reviews for individual personnel tend to
emphasize completion of tasks at various levels. Successful completion of tasks
within specified timeframes and meeting certain criteria for success is one way to
measure goal attainment. The Department does try, however, to obtain internal
feedback from personnel throughout the Duke Energy to identify satisfaction
and/or dissatisfaction with any assistance that the Department provided on
specific projects or activities.
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Schedule S-4.2

DUKE ENERGY CORPORATION
- DUKE ENERGY OHIO, INC.

SUMMARY OF MANAGEMENT POLICIES, PRACTICES, AND ORGANIZATION

ENERGY AND ENVIRONMENTAL POLICY DEPARTMENT

Policy and Goal Setting

The Energy and Environmental Policy Department (Department) has a broad scope of
goals, based on the changing regulatory and competitive landscape in which Duke
Energy Corporation (Duke Energy) operates. The Department’s strategic goals
primarily support public environmental policy analysis and development:
o Identify and analyze key federal energy and environmental issues that
affect Duke Energy’s value and liability;
e Reduce cost and corporate risk related to these issues and identify preferred
alternative approaches;
e Promote corporate reputation for environmental stewardship through both
policy formation and actions;
* Enhance corporate positions through pro-active policy development and
strategic communications;
e Assist other departments in expediting cost-effective capital project
construction; and
e Ensure access to federal and other officials.

The annual goals and objectives of the Department are designed to support
achievement of the strategic and operational initiatives of Duke Energy. These goals
and objectives are developed by all departmental personnel and are approved by the
Vice President, Energy and Environmental Policy.

(It should be noted that in the MPP filed in 2007, this department was called the
Environmental, Health and Safety Policy Department.)!

Strategic Planning and Long Term Planning

Strategic planning in the department is accomplished through the corporate business
plan, which is updated at least annually, but more often as needs dictate. As much of
the Department’s focus is on analysis of changing laws and regulations, it attempts to
forecast the legislative and regulatory climate as part of its planning process.

' In the Matter of the Application of Duke Energy Ohio, Inc. for an Increase in Gas Rates, Case No. 07-589-
GA-AIR, etal. (July 18, 2007)
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Organizational Structure

The Department is composed of the Vice President, Energy and Environmental Policy
and the following positions: Managing Director of Climate Policy and Economics,
Director of Environmental Technology and Fuel Policy, Director of National
Stewardship Strategy, Director of Energy and Environmental Policy Integration and
Communications, and two Directors of Environmental Policy and Strategy. The
Department is supported by one Administrative Coordinator. The Vice President
reports to the Senior Vice President for Federal Government and Regulatory Affairs
who, in turn, reports to the Chief Executive Officer.

The organizational chart for the Department is attached as exhibit EEP-1.

Responsibilities

The Energy and Environmental Policy Department, under the general direction of the
Vice President, provides various services to Duke Energy.

The Department provides analysis and advocacy on federal energy and environmental
public policy issues that affect Duke Energy’s operations or could impact them in the
future. Current areas of focus include proposals affecting emissions from fossil
plants, issues surrounding disposal of coal ash, water regulations, renewables,
hydraulic fracturing, mining issues and disclosure policies.

The Department’s environmental policy focus encompasses a number of specific
areas. Climate Policy and Economics is responsible for continuing oversight of the
climate issue at both the federal and international levels, working with various
internal and external stakeholders and informing Duke Energy as to the impact of
proposed Environmental Protection Agency regulations on greenhouse gases. Overall
responsibility for quantifying financial and economic impacts of climate change
public policy also lies with this function. Environmental Technology and Fuel Policy
researches and promotes appropriate new technologies for potentially reducing Duke
Energy’s emissions. This function has interface with the U.S. Department of Energy’s
fossil fuel research and development group. National Stewardship Strategy manages
Duke Energy’s outreach to non-governmental environmental organizations and Duke
Energy’s support of national stewardship activities. Integration and Communication
is responsibie for ensuring that department activities are properly aligned with other
Company initiatives and communicated internally. Environmental Policy and
Strategy Analysis provides technical analysis and support data to help ensure the
impacts of public policy proposals are properly quantified.

In support of Duke Energy’s commitment to environmental leadership, the
Department also represents Duke Energy in some international activities, including
the Global Sustainable Electricity Partnership and, in Ohio, the Green Partnership for
Greater Cincinnati.
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Practices and Procedures

As a matter of daily business, the Department is continuously analyzing various
legislative and regulatory proposals for their impacts on Company policies and
practices, particularly those with environmental implications. This can include
financial analysis, engineering and logistical feasibility, community and other
stakeholder impacts, and public relations and political implications. Various
individuals in the Department specifically work with other departments on policy
development activities.

Decision Making and Control

Day-to-day decision making within the Department is generally delegated to the staff,
with major decisions rolling up to the Vice President. Legal counsel is consulted on
an as-needed basis. In addition to staft meetings, informal discussions are held
frequently with all employees.

The level at which decisions are made and the amount of control exercised depends
on the potential effect of the decision. All employees are apprised of their
responsibilities and authority and are expected to make decisions within the
parameters of that authority and report their results to the Vice President, as
appropriate.

Internal and External Communication

The Department holds regular staff meetings, usually on a monthly basis, under the
direction of the Vice President. The purpose of these staff meetings is to
communicate policies and decisions of management, discuss work assignments and

issues, and provide an informal forum to discuss problems, suggestions and concerns
of the staft.

Daily interaction is maintained between the Vice President and the staff. Frequent
formal and informal lines of communication are also maintained with other
departments .within Duke Energy. For example, the Department holds quarterly
meetings with representatives of other departments involved with environmental
policy, compliance, and communications on the local, state, and federal level. The
Department typically holds annual off-site retreats, to address various administrative
needs, enhance creativity and productivity, and encourage a positive working
environment.

For all employees, internal communication is encouraged with those departments that
are affected by the various legislative and regulatory policies and proposals that are
being analyzed. Teams are employed as needed to facilitate inter-departmental
communication. Most activities of the Department will affect more than one other



VL

department, so communication with the appropriate parties in an appropriate
timetframe is essential.

External communications focus on federal Administration officials and their
respective staffs, various trade associations of which Duke Energy is a member,
national environmental groups; investment groups which advocate for environmental
responsibility; elected officials, when appropriate and in coordination with federal
and state legislative affairs personnel; local communities and other stakcholders
including political parties and organizations, environmental scientists, other utilities,
technology vendors, etc.

Goal Attainment and Qualification

Staff performance is measured on an individual basis through annual performance
reviews. Much of the Department’s mission is subjective and difficult to measure in
absolute numbers: therefore, employee goals tend to emphasize completion of tasks at
various levels as well as attainment of key strategic objectives. The Department also
obtains feedback from internal customers about their satisfaction with any assistance
the Department provided on projects or activities.
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DUKE ENERGY CORPORATION
DUKE ENERGY OHIO, INC.
SUMMARY OF MANAGEMENT POLICIES, PRACTICES & ORGANIZATION
GOVERNMENT AND REGULATORY AFFAIRS DEPARTMENT

Policv and Goal Setting

The Government and Regulatory Affairs Department (Department) has general
charge of state governmental and regulatory relations. It maintains communications
with elected and appointed government officials on activities and public policy issues
related to Duke Energy Ohio, Inc.,, (Duke Energy Ohio or Company) and its
operations, informs the Company of regulatory and legislative issues, and coordinates
the development of Company policies and positions on these issues.

The Department supports the corporate policies and objectives as described in the
Working Environment Policy Manual through Department directives, procedures, and
practices.

The Department establishes policies to implement corporate level policies. For
example, the basic accounting rules to be followed are determined at the corporate
level along with the overall funding that will be made available. Budgeting of these
funds and how they are accounted for is done at the departmental level. Similarly, the
broad objectives of customer service are set corporately, while the performance
standards for internal and external customers are set within the department.

The Department uses participative management techniques in establishing department
policies and goals. Those impacted by the policies or goals will have the opportunity
to contribute to the discussions and review the work product during the development
process. Final approval of the goals and policies rests with the senior management
involved, but it is understood that successful implementation of any policy or goal
can be assured only through the support of those involved.

Individual and team goals are set annually through a process that identifies weighted
key success factors and measures at the beginning of the year, combines these
substantive goals with behavioral and corporate financial goals, and includes an
evaluation of achievement at the end of the year.

Strategic Planning

Departmental strategic planning in Government and Regulatory Affairs is coordinated
between the Vice President of Ohio and Kentucky Government and Regulatory
Affairs and the legislative, regulatory, and environmental personnel in each state, and
involves structured input and feedback from all Department staff members. Regular
staff meetings are held to discuss pending issues and decide what items require
attention and the time frame under which issues are to be addressed. In conjunction

1



II.

with the development of annual individual and team goals, resources are directed
toward the overall corporate goals as developed by executive management. A
participative process is used to identify major internal and external issues and to
develop response mechanisms. All department personnel are involved in planning
and review sessions. In addition, previous programs are reviewed and budget
resources are reallocated to meet those needs for the following year that have been
identified as having priority.

Organizational Structure

The Vice President of State Government and Regulatory Affairs reports directly to
the President of Duke Energy Ohio and Duke Energy Kentucky, Inc.. The
Department is divided into four divisions:

¢ Ohio Government and Regulatory Affairs;

¢ Kentucky Government and Regulatory Affairs; and

¢ Ohio and Kentucky Environmental Affairs.

An organizational chart is attached as Exhibit GRA-1.
Responsibilities

This Department has general charge of state and local governmental relations, and
also state regulatory and environmental affairs. It maintains liaisons with elected and
appointed government officials on activities related to the Company and its
operations, informs the Company of regulatory and legislative issues, and coordinates
the development of Company policies and positions on these issues.

The Department's responsibilities include:

e Establishing, maintaining, and strengthening communications between the Company
and legislative, political, regulatory, and environmental constituents;

¢ Providing timely and relevant information about the Company;

¢ Broadening legislative, political, regulatory, and environmental understanding and
confidence about Company operations;

e Drafting, reviewing, negotiating, and promoting legislative initiatives with the Ohio
and Kentucky General Assemblies;

e Drafting position statements; reviewing, analyzing and responding to various
regulatory initiatives; and presenting the Company’s position on regulatory policy
matters before state regulatory policy making bodies, including but not limited to
the Public Utilities Commission of Ohio, the Kentucky Public Service Commission,
the Ohio Environmental Protection Agency, and the Kentucky Environmental and
Public Protection Cabinet;

e Informing other employees in the Company of important legislative, political, and
regulatory developments and aid in the analysis of these developments as they relate
to the company’s business interests; and

e Assisting in the administration of the Company’s Political Action Committee and its
Grassroots network.
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Practices and Procedures

Department personnel maintain close working relationships with nearly all areas of
the Company, and work with appropriate Company personnel to develop legislative,
regulatory, and environmental positions. Prior to representing the Company on any
issue, departmental personnel receive guidance and clearance from the Department
Vice President and executive management.

Decision Making and Control

Departmental decision-making and control are based on department goals and input
from other departments. The Department is both proactive and reactive on public
policy issues and communications with policy makers and consults frequently with
management and expert technical personnel from other departments to determine
appropriate responses. Major decisions are reviewed with senior management for
input and concurrence. Budget requests and variances are approved by senior
management.

Internal and External Communication

The Department is the primary communication conduit of the Company for
legislative, regulatory, and environmental advocacy developments and for Company
positions that need to be relayed to appropriate legislative and regulatory bodies.
Timekeeping requirements and periodic education on restrictions such as ex parte
communications, lobbying laws, and reporting requirements assure compliance with
all applicable rules and regulations regarding communications with lawmaking and
regulatory bodies.

Corporate activities and issues are relayed from the Vice President, Government and
Regulatory Affairs to the Department employees at regular staff meetings and
information is exchanged about emerging issues internally and externally.

Goal Attainment and Qualification

Annual individual and team goals, set at the beginning of each calendar year, are
reviewed quarterly and at year-end to determine achievement levels and to make any
revisions which may be appropriate, given changed circumstances. Evaluations
include the level of difficulty and effort exerted to achieve each goal, the achievement
level itself, and whether each goal was pursued in a manner that benefited the
company’s image and that exhibited individual behavioral traits valued by the
Company, such as honesty, respect, and a high degree of professionalism.
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Schedule §-4.2

DUKE ENERGY CORPORATION
DUKE ENERGY OHIQ, INC

SUMMARY OF MANAGEMENT POLICIES, PRACTICES & ORGANIZATION

COMMUNITY RELATIONS DEPARTMENT

Policy and Goal Setting

The Community Relations Department (Department) implements plans and
strategies that increase customer satisfaction, strengthen relationships, and
enhance the Duke FEnergy Ohio’s (Company} image with large business
customers, local governmental agencies, and community leaders. Community
Relations Directors and Managers leverage a proactive planning process to
identify customer and stakeholder needs and coordinate with other departments to
deliver cost-effective service and solutions.

Department policies and approval levels align with corporate policies and objectives.
All purchases, expenditures, and transactions comply with Duke Energy’s Approval
of Business Transaction Policy. Compliance with policies, either corporate or
departmental, is everyone's responsibility. Compliance is measured in various ways,
including cost reports for tracking budget performance. Further, schedules track
project milestones and performance appraisals measure performance in meeting
goals. In addition, it is the responsibility of management at all levels to audit its
operation for compliance.

Department goals support Duke Energy Ohio priorities and align with the broad
objectives established at the corporate level. Individual and team goals are set
annually through a process that identifies weighted key success factors and measures
at the beginning of the year, combines these substantive goals with behavioral goals
and corporate financial goals, and includes an evaluation of achievement at the end
of the year.

Participative management techniques are used to allow employees affected by
Department goals an opportunity to contribute to discussions and review of the
goals, measures, and plans. Final approval of the goals and policies rests with the
senior management involved, but it is understood that successful implementation of
any policy or goal can be assured only through the support of those involved.

Strategic Planning

Strategic planning is coordinated between the Vice President, Community Relations
and Economic Development, the Managing Director of Business Relations, and the
President of Duke Energy Ohio and Duke Energy Kentucky. Planning involves
structured input and feedback from senior management and staff members from
State Governmental and Regulatory Affairs, Rates, Power Delivery, Gas Operations,



1L

and Energy Efficiency. Regular staff meetings are held to discuss pending issues
and decide what items require attention and the time frame under which issues are to
be addressed. In conjunction with the development of annual individual and team
goals, resources are directed toward the overall corporate goals as developed by
executive management. Feedback from customer satisfaction surveys and
employees is used to identify major internal and external issues and to develop
response mechanisms. In addition, previous programs are reviewed and budget
resources are reallocated to meet those needs for the following year that have been
identified as having priority.

Organizational Structure

The Department is divided into four geographic areas: Ohio North, Ohio Central,
Ohio East, and Kentucky. Directors/Managers (Community Relations) are
responsible for directing activities within the four geographic areas. The four
directors/managers report directly to the Vice President, Community Relations and
Economic Development. The director of economic development also reports
directly to the Vice President.

An organizational chart is attached as Exhibit CR-1.

Responsibilities

The Community Relations Department responsibilities are:

e To manage, lead, direct, facilitate, coordinate, and represent Duke Energy
Corp. presence within assigned geographical areas;

e To provide cost-effective and reliable external/internal customer service to
Duke Energy Ohio customers and communities;

e To facilitate and expedite the resolution of local, complex customer issues
and problems while maximizing business opportunities;

e To advance Duke Energy’s business, environmental, legislative, and
regulatory initiatives while growing/maintaining its corporate presence in
the communities served;

e To build strategic alliances and sustainable relationships with elected
officials, business/community leaders, and governmental/legislative
contacts;

» To provide a leadership role in working with economic development
organizations and existing businesses to attract and retain jobs/investments
and to encourage expansion of existing jobs/investments; and

* To serve as a liaison with customers by building meaningful relationships;
To collaborate, facilitate and interface regularly with other internal
departments to provide key data and information to help achieve operating
Company objectives; and

s To interface with local media contacts.
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Practices and Procedures

Departmental personnel maintain close working relationships with all areas of the
Company, and work with appropriate Company personnel to assist strategic
customers and communities while resolving issues and needs.

Decision Making and Control

Departmental decision-making and control are based on department goals and input
from other departments. The Department is involved in both proactive and reactive
issues and consults frequently with management and expert technical personnel from
other departments to determine appropriate responses. Major decisions are reviewed
with senior management for input and concurrence. Budget requests and variances
are approved by senior management.

Internal and External Communication

The Department is the communication conduit of the Company for many
commercial and industrial customers, local government officials and community
related developments that need to be interpreted and communicated internally, and
for Company positions that need to be taken.

Goal Attainment and Qualification

Annual individual and team goals are set at the beginning of each calendar year and
reviewed mid-year and at year-end to determine achievement levels. Evaluations
include the level of difficulty and effort exerted to achieve each goal, the
achievement level itself, and whether each goals was pursued in a manner that
benefited the Company’s image and that exhibited individual behavioral traits
valued by the Company, such as honesty, respect, and a high degree of
professionalism.
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DUKE ENERGY CORPORATION
DUKE ENERGY OHIO, INC

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

ECONOMIC DEVELOPMENT DEPARTMENT

Policy and Goal Setting

The Duke Energy Ohio, Inc (Duke Energy Ohio or Company) Economic
Development group partners with the State of Ohio, local communities, and local
economic development agencies to promote economic growth and sustainable
development.

Department policies and approval levels align with corporate policies and objectives.
All purchases, expenditures and, transactions comply with Approval of Business
Transaction Policy. Compliance with policies, either corporate or departmental, is
everyone's responsibility. Compliance is measured in various ways, including cost
reports for tracking budget performance. Further, schedules track project milestones
and performance appraisals measure performance in meeting goals. In addition, it is
the responsibility of management at all levels to audit its operation for compliance.

The goals of the Economic Development group support Duke Energy Ohio priorities
and align with the broad objectives established at the corporate level. Individual and
team goals are set annually with input from department employees and other key
departments including the marketing support organization. The goal setting process
identifies weighted key success factors and measures at the beginning of the year,
combines these substantive goals with behavioral goals and corporate financial
goals, and includes an evaluation of achievement at the end of the year. Final
approval of the goals and policies rests with senior management including the Vice

- President of Community Relations and Economic Development.

Strategic Planning

Strategic planning within Economic Development is led by the Vice President of
Economic Development in collaboration with the Director of Economic
Development and with support from various departments including Business
Development and Origination, Market Analytics, Corporate Strategy, Power
Delivery, and Governmental and Regulatory Relations. The plan includes
evaluation of current regional market conditions and an analysis of where Duke
Energy resources can best be leveraged to maximize Duke Energy Ohio assets and
improve the economic vitality of the service territory. Planning is approached using
the principal that an integrated gas and electric market development effort will result
in a more cost-effective method of delivering a portfolio of services to customers.



Final plans are reviewed and approved by senior management including the Vice
President of Community Relations and Economic Development, the Managing
Director of Business Relations, and the President of Duke Energy Ohio and Duke
Energy Kentucky, Inc.

Community Relations and Economic Development Managers determine the
activities needed to fulfill their assigned responsibilities and goals and recommend
resource requirements needed to perform these activities. From these
recommendations, budgets are developed by the director and submitted to senior
management for approval.

Progress in developing and implementing the plans and the results obtained are
reviewed quarterly and adjustments are made as necessary.

III. Organizational Structure

Economic Development is headed by the Director, Economic Development, who
reports to the Vice President of Community Relations and Economic Development
for Duke Energy Ohio, who in turn reports directly to the President, Duke Energy
Ohio. Four Community Relations Managers work directly with the Director of
Economic Development on recruitment, retention, and expansion efforts in Duke
Energy Ohio’s service territory.

An organizational chart is attached as Exhibit ED-1.

IV. Responsibilities

The responsibilities of the Economic and Community Development Department are as
follows:

e Meet with internal stakeholders such as Business Relations and corporate
executives of industries considering expanding or relocating their facilities
and help demonstrate the advantages of locating, expanding, or remaining in
this service area or region;

e  Work closely with various chambers of commerce in designing and
executing programs for economic improvement in the region;

e  Work closely with various state agencies for economic development in the
furtherance of their programs and client assistance;

»  Work closely with local communities in the planning, zoning, development
of land use, infrastructure development, and other measures targeted to
maximize economic development potential;

» Investigate, research, and analyze various aspects of industry statisties and
demographics in answering questions and concerns of prospective industries;

* Provide prospective customers with information on gas and electric rates and
opportunities o obtain the desired service at the most attractive rate;
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s Collaboratively work with other state and local economic development
agencies to advertise and disseminate information to attract new industry to
the region; and

» Serve as a point of contact to coordinate service delivery to new companies
recruited to the service area.

The responsibilitics of the Business Relations and Account Managers include:
¢ Coordinating with the Duke Energy Ohio Economic Development
department to identify target industries for growth in Ohio;
e Proactively generate growth and expansion leads within the targeted
industries; and
¢ Transition qualified leads to Jobs Ohio or the Ohio Department of
Development for follow-up

Practices and Procedures

Daily activities for Economic Development personnel include:

e Encouraging new companies to locate within the service territory;

® Promoting the region with various economic development community
participants, including site consultants, developers, and real estate
professionals;

* Responding to economic development prospect requests;
Coordinating installation of appropriate gas and electric facilities and
delivery of appropriate products and services by the Company in time to
meet the customers' needs;

s Serving on state-level policy boards and local economic development in
order to influence policy and programs;

e Providing technical assistance to local and regional economic
development organizations, chambers of commerce, and others; and

s Supporting local economic development organizations with in-kind
services such as community profiles, aerial photography, and other
marketing materials.

Decision_Making and Control

Departmental decision-making and control within the Economic Development group
is dependent upon whether a particular decision affects others outside the
organization and the value in terms of resources and impact. Decisions are made at
the lowest practical level in the organization and include input from key stakeholders
whenever appropriate.

The Economic Development group follows all corporate policies regarding the
approval of work and expenditures. Through staff meetings, the Economic
Development group director monitors the overall allocation of resources and
performance against annual budgets and goals and makes decisions within their
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operation. Major decisions are reviewed with senior management for input and
concurrence. Budget requests and variances are approved by senior management.

Internal and External Communication

The Economic¢ Development group is the primary communication conduit between the
Company and local and regional economic development organizations. External
communication channels include direct mail, telephone, e-mail or face-to-face
meetings and may be at the request of the custorner or on the Company's initiative.
Members of the Economic Development group also frequently represent the Company
and region at industry seminars and conferences, during national and international
recruiting visits, and on economic development boards.

Within Economic Development, openness and two-way communications are
encouraged between every level. Information regarding projects, progress toward
departmental goals, and changes to corporate policies and plans are also shared
during departmental staff meetings. It is the responsibility of the Vice President,
Community Relations and Economic Development to communicate additions and
revisions of corporate policies to employees as appropriate. Corporate information
and industry information is available to employees through the employee portal and
monthly reports.

Goal Attainment and Qualification

Individual and team goals are set at the beginning of each calendar year and
reviewed mid-year and at year-end to determine achievement levels. Evaluations
include the level of difficulty and effort exerted to achieve each goal, the
achievement level itself, and whether cach goal was pursued in a manner, that
benefited the Company’s image and, that exhibited individual behavioral traits
valued by the Company, such as honesty, respect, and a higher degree of
professionalism.
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DUKE ENERGY CORPORATION
DUKE ENERGY OHIO, INC

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

OFFICE OF THE GENERAL COUNSEL

Policy and Goal Setting

The Office of the General Counsel (OGC) does not set Duke Energy policy for
Corporation (Duke Energy). However, it does serve in an advisory capacity to
management on pre- and post-policy establishment, interpretation, and administration
and it supports the corporate policies found in the Working Environment Policy Manual
and the Code of Business Ethics (reference Exhibits CSUM-3 and CSUM-5). In
addition, the OGC frequently reviews policies for compliance with state and federal law
and agency regulations. Duke Energy policies are communicated to OGC employees in
both written and oral fashion and at Departmental staff meetings.

Team goals are developed each year through a process that identifies key initiatives and
success factors and then weighs and combines them with desired individual performance
objectives and corporate financial goals. At the end of each year, achievements are
evaluated and incentives are awarded proportionate to the level of overall achievement.

Departmental policies and procedures are promulgated by the Chief Legal Officer, upon
the Chief Legal Officer’s own initiative or with input and advice from the attorney statf.

Strategic Planning

Duke Energy’s executive management of the Company has the primary responsibility
for establishing its strategic plan. The OGC’s primary function with regard to the
strategic plan is to advise management with respect to compliance with state and federal
laws and agency regulations and otherwise to provide material legal assistance in
achieving the strategic plan. In addition, goals and programs are established within the
OGC to support Duke Energy’s strategic plan.

Organizational Structure

The OGC is divided into fourteen functional sections, each headed by an executive with
substantial experience in their respective area (an executive may head multiple sections).
These sections are: (1) Corporate Audit Services; (2) Ethics & Compliance; (3)
Corporate Secretary, Books &Records; (4) Securities, Finance and Mergers &
Acquisitions; (5} U.S. Franchised Electric & Gas; (6) Corporate Legal Services; (7)
Executive Compensation & Benefits; (8) Labor & Employment; (9) Commercial
Businesses; (10) Generation; (11) Real Estate Services; (12) Travel & Support Services;
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(13) Information Technology; and (14) Office of General Counsel Business Operations.
These section heads report directly to the Chief Legal Officer.

The legal function of the OGC is centralized, with approximately sixty attorneys in the
United States providing a range of legal services across Duke Energy. Timekeeping
requirements have been implemented in order to allocate time and costs accurately.

The legal function of the OGC includes attorneys, paralegals, contract administrators,
legal administrative assistants, contractors and legal and administrative support
personnel. OGC also employs summer law clerks from time to time. All OGC
personnel are executive, managerial, supervisory, administrative, or professional
employees. The Chief Legal Officer has responsibility for the management and
activities of the OGC. The Chief Legal Officer, who is also an officer of Duke Energy,
reports directly to the President and Chief Executive Officer of Duke Energy

The organizational chart for the Office of General Counsel is attached hereto.

Responsibilities

The legal functions within the OGC serve as counsel and provide legal services for the
Board of Directors, officers, and employees when they are acting on behalf of Duke
Energy during the course of their performance of job-related duties. Such services
include, but are not limited to:

o Providing general legal research and advice on matters which may arise in the
course of Duke Energy’s business;

» Reviewing the legal aspects Duke Energy operations for compliance with
federal, state and local statutes and regulations, including those of the New
York Stock Exchange;

e Promptly notifying appropriate personne! of any changes necessitated by
administrative or judicial decisions or by the enactment or adoption of new, or
revisions to existing, statutes or regulations;

¢ Developing and implementing preventive law programs and written policies of
Duke Energy and/or OGC in areas such as antitrust compliance, employment,
securities regulation, Sarbanes-Oxley (SOX) compliance, Occupational Safety
and Health Administration (OSHA) and in other areas where appropriate;

+ Initiating or responding to inquiries regarding review of or recommendations
concerning Duke Energy’s policies and procedures;

e Assisting Duke Energy officers and personnel in due diligence with respect
to, and the preparation, negotiation, and finalization of preliminary and
definitive agreements for, mergers and acquisition transactions and joint
ventures and other major transactions, as well as assisting in the preparation,
negotiation, and finalization of contracts encompassing the various
functional areas of the Duke Energy’s business;

e Assisting Duke Energy officers and personnel in protecting valuable
intellectual property of Duke Energy;



o Drafting documents and providing legal support for transactions for Duke
Energy;
Reviewing and advising on contractual obligations of Duke Energy; and
Representing Duke Energy in regulatory and judicial proceedings by acting as
counsel or by monitoring and directing outside counsel engaged for such
purpose. ‘

Generally, each functional section has specific areas of responsibility as follows:

Corporate Audit Services

Corporate Audit Services provides an independent assurance

function for the purpose of advising and assisting all levels of management
and the Audit Committee of the Board of Directors with objective evaluations,
appraisals, and recommendations concerning the organization’s activities and
internal control structure. Corporate Audit Services provides these services
through audits, reviews, other assurance projects and investigations for Duke
Energy Corporation and its majority-owned subsidiaries and affiliates.

Enterprise Protective Services

Enterprise Protective Services is responsible for providing both physical and
access control security services to the entire Duke Energy Enterprise
(Enterprise), as well as the management of compliance services such as
security risk management and document services management. The Enterprise
Protective Services function services include, but are not limited to, the
following:

¢ Management of and/or liaison between regional security services such as
investigations, implementation of physical security programs and
responding to security calls for service across the Duke Energy domestic
footprint;

e Management of critical infrastructure program, industry outreach,
intelligence sharing, and interaction/interface with government agencies to
ensure security compliance with regulatory agencies;

* Management of business continuity services, emergency preparedness
programs, and storm logistics response across the Enterprise;

e Management of access control programs, physical security systems and
technology, executive and key personnel employee protection program
and uniformed guard services for the Enterprise;

e Management of records management program to ensure records retention
compliance with federal, local, and state agencies for the Enterprise;

¢ Management of physical records centers both in house and management

~of outsourced records storage services for the Enterprise;

¢ Management of company library, research and archival services for the
Enterprise; |



Note:

above:

Services below are only directed to Travel & Support Services, Real Estate
Services and Enterprise Protective Services versus the entire Enterprise as services noted

Management and development of annual budgeting process;

Management of special projects to support customer business needs such as
implementation of new financial systems, supporting aviation proxy,
supporting financial needs for the build out of new properties, supporting
aerial patrol market reviews, management of cost saving initiatives, etc;
Management and development of incentive program for customers;
Management of process and performance metrics;

Management of process efforts such as documentation, redesign and
streamlining;

Management of financial services such as actual to variance reporting,
journal entries, accruals, allocations and forecasting;

Management of labor programs such as timesheets, headcount, payroll
suspense and labor distribution; and -
Management of SOX compliance.

Corporate Secretary, Books & Records Section

The Corporate Secretarial section performs corporate secretarial functions on
behalf of Duke Energy and its subsidiaries. These functions include
coordinating annual meeting of shareholders, assisting in execution of
required filing with the New York Stock Exchange, planning and coordinating
board meetings, drafting and maintaining board of director meeting minutes,
drafting and maintaining board resolutions, maintaining corporate structure
charts, and coordinating the naming of officers and directors of Duke Energy
and its subsidiaries as well as complete annual filings for each company. The
Corporate Secretarial Section also assists in execution of corporate
transactions, including entity formation and dissolution, mergers, conversions
and sales. The section head of this section reports directly to the Group
Executive and Chief Legal Officer of Duke Energy.

Securities, Finance and Mergers & Acquisitions Section

The Securities, Finance and Mergers & Acquisitions Section provides legal
services for the Board of Directors, officers, and employees when they are acting
on behalf of Duke Energy during the course of their performance of job-related
duties. Such services include, but are not limited to:
e Advice on and compliance with the federal securities laws;
* Advice and assistance with periodic and cwrrent repotts, proxy statements,
information statements, and other SEC filings;
Support with respect to meetings of sharcholders;
Advice and support with respect to the responsibilities of the Board of
Directors;
¢ Advice on and compliance with the Sarbanes-Oxley Act of 2002;



e Advice on and compliance with the New York Stock Exchange
regulations;

e Assistance in financing transactions, including sales of registered and
unregistered securities, bank borrowings, issuances of guarantees, lease
transactions and other financing transactions;

e Assistance in compliance and ethics matters, including investigations of
potenttal improprieties; and

o Legal support for the Treasury, Controller, Corporate Secretary, Investor
Relations, Corporate Communications and other Company departments.

Regulatory, Litigation and Environmental Health & Safety

Counsel in the OGC’s Regulatory, Litigation and Environmental Health &
Safety (EH&S) provide regulatory legal services to Duke Energy’s U.S.
Franchised Electric and Gas (USFE&G) business and litigation and EH&S legal
services to the entire corporation. USFE&G manages the Duke Energy’s
regulated operations and utility operating companies, including Duke Energy
Ohio, Inc. (Duke Energy Ohio), Duke Energy Indiana, Inc., Duke Energy
Kentucky, Inc. and Duke Energy Carolinas, LLC. The regulatory counsel
represent these utilities before all state and federal regulatory bodies in
proceedings determining the rates and tariffs applicable to regulated gas and
electric service. Duties in rate cases involve the entire gamut of case preparation
and development and of case strategy in conjunction with Rates and Regulatory
Accounting Department personnel. This section also functions as trial counsel.
Its responsibilities also include territorial matters, customer relations, and
demand-side management issues. Counsel are also involved in integrated
resource planning, regulatory licensing and permitting of utility facilities, and in
the negotiation and review of special contracts. Counsel in this section are also
responsible for representing Duke Energy in rulemakings, roundtables, and other
policy-setting initiatives of the respective state regulatory agencies, the Public
Utilities Commission of Ohio, the Kentucky Public Service Commission, the
Indiana Utility Regulatory Commission, the North Carolina Utilities
Commission, the Public Service Commission of South Catolina, the Federal
Energy Regulatory Commission, (FERC) and the Federal Communications
Commission.

Additionally, counsel support gas procurement, including negotiation of
contracts with interstate pipeline suppliers and with producers of natural gas,
representation of the Company before the FERC in proceedings involving
pipeline suppliers, and advising senior management on policy development and
implementation in accordance with applicable federal and state statutes and
regulations.

The continually evolving nature of this area of law requires constant monitoring
of all regulatory agencies in the states in which Duke Energy’s utility operating
companies do business.



Counsel in this section also address environmental health and safety, litigation
and discontinued operations matters on behalf of Duke Energy. Litigation
counsel represent Duke Energy in actions involving commercial transactions,
personal injury, property damage, and alleged statutory or regulatory violations
(except alleged violations under the jurisdiction of the various state utility
commissions and the FERC). They are responsible for the disposition of cach
claim brought against Duke Energy, whether by denial, acknowledgment,
settlement, or trial, through their personal efforts or by selecting and supervising
outside counsel to conduct the case. They coordinate investigative efforts,
witness interviews, testimony, and exhibit preparation, and formulation of
strategy in every case. They also train Duke Energy personnel in investigative
techniques and counsel management and employees involved in claims actions.

Counsel in this section also handle the areas of credit and regulations, with
primary responsibility for representing Duke Energy in all credit-and collection-
related matters including bankruptcy cases, and preparation of testimony and
exhibits for trial. This section also deals with revenue recovery, theft of energy,
and security issues, preparing and overseeing implementation of all security
procedures.

Counsel for environmental matters has responsibility for all environment-
related issues, primarily compliance with the myriad federal and state laws
and regulations. Counsel also advises on licensing and the siting of utility
facilities. This entails representation of Duke Energy before federal and state
agencies and courts, when necessary, filing required documentation and
pleadings, and directing outside counsel assisting Duke Energy in these
matters.

Counsel in this Section also provide advice on laws relating to Safety and
Health, including, but not limited, to advising management on compliance with
OSHA and relating laws, representing or overseeing the representation of Duke
Energy before OSHA, in workers’ compensation proceedings, and in court.

Executive Compensation & Benefits Section

Duke Energy’s Executive Compensation and Employee Benefits attorneys
provide legal services to Duke Energy to ensure compliance with applicable
laws relating to executive compensation and employee benefits, including
advice relating to the design and operation of Duke Energy's retirement and
welfare plans and executive compensation programs and its compensation and
benefits strategy. This section also supports the Compensation Committee of
the Company’s Board of Directors.



Labor & Employment Section

Employment and labor law counsel provide legal services to Company
management to ensure compliance with federal, state, and local labor and
employment laws. They are responsible for preparing necessary documentation,
advising management proactively on compliance with labor and employment
laws, providing preventive law training, and when necessary, assisting in the
defense of Duke Energy in litigation and administrative proceedings for labor
and employment disputes. Employment and labor law counsel also provides
primary responsibility for the following functional areas:

» Labor Law, including but not limited to advising Labor Relations and
management, representing Duke Energy in labor arbitrations, and before the
Nationat Labor Relations Board; '

¢ Employment Law, including but not limited to the Title VII of the 1964
Rights Act, the Fair Labor Standards Act, the Americans with Disabilities
Act, the Family Medical Leave Act, the Age Discrimination in Employment
Act, the Health Insurance Portability and Accountability Act, the Uniformed
Servicepersons Employment and Reemployment Rights Act and similar
federal and state laws, as well as representation before the FEqual
Employment Opportunity Commission (EEOC), Department of Labor, and
other such agencies;

s Employment Immigration;

e Workplace Violence and related preventive security matters; and

e Corporate Transactions support through due diligence assistance and
documentation preparation relating to labor and employment law matters,

Commercial Businesses Section

Counsel in the Commercial Businesses section provides legal services to Duke
Energy’s Commercial Businesses organizations and international businesses.
Counsel in this section provide legal services to support the Duke Energy
Ohio’s fleet of generating facilities, including wholesale electric energy, coal,
emission allowance and natural gas purchase, sale, trading and origination
business. These services include contract preparation, negotiation support,
contract interpretation, and deal support for proposed and existing transactions
within Duke Energy Ohio’s wholesale energy business. Other services
include coordinating transactional and other legal services (e.g. regulatory,
environmental, etc.) in connection with (i) Duke Energy Ohio’s generating
facilities and (ii) Duke Energy Generation Services, Inc., which engages in a
cogeneration and nonutility development and acquisition business.
International services include coordinating transactional and other legal
services (i.e. regulatory, environmental, etc.) in respect of Duke Energy
International generating assets located in Latin America, Central America,
Greece, and Saudi Arabia. Mergers & acquisitions services include
coordinating and managing legal services regarding commercial transactions



involving mergers, dispositions, acquisitions or other business combinations
for Duke Energy.

Counsel for Commercial Operations have responsibility for all commercial
contract and transactional work involving the Company that is not a merger or
an acquisition of an entire company (as opposed to individual assets). They are
responsible for drafting, reviewing, and negotiating commercial contracts related
to all aspects of the company including, construction, engineering services,
procurement of coal, gas, nuclear fuel, limestone and lime, rail and barge
transportation, software licensing, long; and short-term power purchases or
sales, and capital expenditures at the generating stations. In addition, the
Commercial Operations group is involved in negotiating agreements to acquire
or dispose of Duke Energy assets such as acquiring new generation or selling
existing generation. They also assist Duke Energy personnel with resolving
contract disputes with and nonperformance by third-party suppliers.
Finally, they handle all real estate matters for Duke Energy, including easements
and right of ways related to transmission or gas lines and buying and selling real

property.
Generation Services and Nuclear Generation Section

The Generation Services team lead is responsible for coordinating the delivery
of legal services to the Generation Department from the functional areas
across the OGC. The primary focus of the Nuclear Generation legal support
team is providing nuclear regulatory legal advice to the nuclear sites and
oversight and support functions regarding regulatory compliance, licensing,
internal and external investigations, rule-making proceedings, and legislative
proposals. The section is responsible for providing proactive and preventative
counseling and training and, as necessary, litigation preparation and
representation in adjudicatory proceedings. This section also supports the
Nuclear Oversight Committee of the Company’s Board of Directors.

Following are some of the areas supported by the Nuclear Generation legal
support team:

e Nuclear Regulatory Matters - including compliance, safety conscious
work environment, retaliation and discrimination, license amendment
requests, staff and vendor qualifications, security issues, fitness for duty,
access authorization, decommissioning and decommissioning funding;

* Nuclear Waste and Spent Fuel issues;

Nuclear Insurance and Liability issues; and

e Nuclear Development — including siting, licensing, permitting, joint
development efforts, document management, discovery, and hearing
preparation,



Real Estate Services Section

Real Estate Services provides real estate expertise when business units need
assistance with property acquisition and disposition, facilities management,
leases, and other real estate services.

Real Estate Services provides real estate consulting services, transaction
management, design and construction management, surveying and mapping,
lease administration, move services, space planning, real estate records
management, and facilities management services to various Duke Energy
business units and corporate groups. Real Estate Services provides overall
management and coordination of service providers for the various areas.

Real Estate Services provides the following specific services to Duke Energy
Ohio:

Portfolio Management;

Workplace Optimization;

Business Case Evaluations;

Lease Administration;

Real Estate Records Management;

Right of Way Acquisition and Disposition;
Plant and Substation Site Property Acquisition;
Property Acquisition and Disposition;
Surveying and Mapping;

Timber Management;

Cell Tower Acquisition and Leasing;
Sustainability Program for Real Estate Assets;
Facilities Management;

Move Services;

Furniture Design & Procurement;
Building Acquisition and Leasing;

Project Management;

Space Planning;

Interior Design;

Architectural Services; and

Engineering Services.
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Travel & Support Section

The Travel and Support Services department provides centralized office
management, aviation management and contract management services to the
Enterprise. The services are centralized to improve efficiency and
effectiveness of services to Duke Energy executives, officers and employees.
The function is also responsible for managing customer relationships and



ensuring that services level commitments are met while managing within the
financial boundaries of the department. The function manages relationships
with various vendors and utilizes outsourced turnkey services and contingent
workers to meet service level demands.

The Travel and Support Services function services include, but are not limited

to, the following:

o Corporate Aviationto include policy for corporate aircraft utilization,
executive spacing, and safe and secure travel for executives, directors and
other Duke Energy employees, and aviation fleet management;

* Management and execution of Power Line Helicopter Patrol Operations;
Commercial travel policy, travel contract management and oversight of
all business travel requirements and travel expense management,

e Print services for the Enterprise including copy centers, print devices
across the enterprise and external print needs;

Document Control and imaging in support of business operations;

e Event Management Services including event planning, meeting room
management and audio visual and video conferencing support;
Video production and photography services; and

¢ Enterprise apparel and logo goods contract management.

Information Technology Section

The Duke Energy IT function is a centralized department led by the Senior Vice
President and Chief Information Officer (CIO). The Senior Vice President and
CIO reports to the Group Executive and Chief Legal Officer, who in turn reports
to the Chairman, President, and Chief Executive Officer.

The divisions of the IT Department include:

Enterprise Application and Vendor Management Office;
Data Management and Architecture;

Information Technology PMO and Resource Management;
DEI (Duke Energy International) Information Technology;
Operations and Infrastructure;

Operations Applications;

Generation Information Technology; and

Performance and Project Management.

Office of General Counsel Business Operations

The Business Operations group provides administrative and operational
support to the OGC. Its main functions include, but are not limited to, the
following:

¢ Manage the budget for the OGC;

* Report variances on a monthly basis and conduct related analyses;

10



e Maintain all financial records;
Pay and process outside counsel invoices for the OGC;

¢ Maintain relationship with outside counsel firms through engagement
letters and contracts;
Manage timekeeping of legal department staff;
Manage support personnel including paralegals, administrative assistants
and contract labor;

* Coordinate legal facilities requirements;
Monitor and ensure department compliance with SOX requirements;

o Manage the planning, acquisition, testing, implementation, maintenance,
user training and support of department technology;

* Manage implementation of performance metrics for Legal Department;
and

» Provide support to the OGC Budget Committee, Technology,
Committee and Personnel Committee.

Responsibilities of other legal functions within the OGC are as follows:

Paralegals

The paralegals each have specific assignments within one or more of the
functional sections. They are organized geographically and, for administrative
purposes, report to a single supervisor; however they are directly responsible to
the section head and the attorneys in each section for their substantive workload
and for assignment of day-to-day activities. Activities include performing
research, both manual and computerized, preparing pleading and document
tilings, and completing any other tasks assigned by the attorneys.

Legal Administrative Assistants

The legal administrative assistants are assigned to two or more attorneys and a
paralegal or law clerk. Their activities mnclude, among other things, performing
secretarial duties, such as typing, scheduling and organizing for the attomneys,
paralegals and law clerks.

Legal and Administrative Support Personnel

The legal and administrative support personnel provide document and
administrative support for the Legal Department. Designated individuals also
assist with timekeeping, bill processing, budgeting, and computer training for the
department.

11



Contractors

The OGC employs contractors as necessary to address peak workload situations
and to help manage permanent employee levels. Contractors can include, from
time to time, auditors, lawyers, paralegals and administrative support personnel.

Practices and Procedures

The Chief Legal Officer maintains responsibility for the assignment of major cases or
projects, budgeting and personnel decisions, and the overall management of the
department. The Chief Legal Officer is also responsible for giving performance reviews
for those staff members under the Chief Legal Officer’s direct supervision, and
reviewing the appraisals performed by the heads of each of the functional sections.

The attorneys and other employees within each section work independently or in
collaboration, as appropriate, on matters assigned to them within their areas of expertise
and responsibility. To maintain continuous service to all departments, counsel within
each section back-up each other to provide assistance when necessary and all counsel
are encouraged to coordinate with and work closely with attorneys in other sections,
when appropriate. Regularly scheduled weekly meetings between the Chief Legal
Officer and the Chief Legal Officer’s direct reports are forums for reviewing current
projects, resolving issues, addressing administrative support, and updating each other on
recent developments and news affecting the department or Duke Energy as a whole.
Regular meetings are also held within each section for similar purposes. Other meetings
are called when necessary to address particular issues, problems or concerns, which may
then be assigned for study, resolution or recommendation of an appropriate course of
action.

Access to computerized research databases, such as Lexis and Practical Law contributes
to the productivity of the attorneys. All professional staff members make every effort to
keep current with developments in their areas of expertise and responsibility by reading
the publications to which the department subscribes, and through participation in
seminars and workshops conducted by nationally recognized and accredited
orgamzations and associations. Continuing Legal Education (CLE) requirements are
closely monitored, and all attorneys are expected to fulfill all requirements each year.

Outside counsel is carefully selected based upon, among other factors, need, expertise,
reputation, cost, and diversity. They are required to provide billing details for scrutiny
and are evaluated periodically for performance, cost, and diversity. Invoices for legal
counsel procured by OGC are reviewed by the Legal Department for accuracy and to
validate the level, quality, and efficiency of the work being performed.

12
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Decision Making and Control

The responsibilities for decision making rest with the organizational level that has:
e The information to effectively implement the decision;
s The necessary facts to apply sound judgment based on Duke Energy policies,
procedures, and directives; and
¢ The authority to take effective action.

The Legal Department acts in an advisory capacity to other departments, but the
decision to use inside or outside counsel is made by the Legal Department. If outside
counsel is obtained, the Legal Department manages their work,

In addition, the Legal Department manages Duke Energy's activities in judicial and
administrative proceedings.

Internal and External Communication

The Legal department maintains open channels of communication for exchange of
information and ideas through several media. In addition to regular section head
meetings, full staff meetings are held periodically and periodic meetings are conducted
with the administrative staff. In addition, meetings are held as appropriate to
communicate to the entire department special issues that cannot be timely addressed in
staff meetings.

These methods are designed to disseminate information to all members .of the
department.

The Legal Department staff participates in interdepartmental meetings and also meets
with non-company representatives (entities outside Duke Energy) on an ongoing basis,
as necessary. If a legal matter comes to the attention of someone in another department,
the Legal Department staff make themselves available to advise on such matters.
Communications and legal opinion may be communicated orally or in writing,
depending on the particular situation.

Goal Attainment and ification
Due to the individualized and independent nature of attorneys' work, readily quantifiable
means of measuring performance are difficult to construct. The effectiveness of the

attorneys is reflected in the successful conclusion of an assignment and in the positive
feedback from Duke Energy departments and outside firms with whom they work.

13



All attorneys, law clerks, paralegals, secretaries, and all other support staff are given
performance reviews each year, which indicate individual achievements of the past year
and set goals for the following vear. Although working in individual capacities, each
member of this department strives to assist the department as a whole in its efforts to
reach the goals and objectives outlined in Section I above, and to provide the highest
quality legal counsel and services to Duke Energy.
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Schedule S-4.2

DUKE ENERGY CORPORATION
DUKE ENERGY OHIO, INC.

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

INTERNAL AUDIT SERVICES

Policy and Goal Setting

Duke Energy Corporation (Duke Energy) has an internal audit function - Corporate
Audit Services - with approximately forty in-house personnel. Corporate Audit Services
engages external professional services firms for expertise and supplemental resources, as
required.

The overall goal of Corporate Audit Services, as outlined in the Policy, is to provide an
independent, objective assessment of Duke Energy’s activities and internal control
structure to all levels of management and the Audit Committee of the Board of
Directors.

Strategic Planning

Corporate Audit Services conducts a risk planning process to create an annual audit
plan. Input into the audit plan includes interviews with management, Duke Energy
initiatives, systems, and process changes and industry trends and developments. The
plan is updated, as required, based on developments within Duke Energy. The audit
plan is formally approved by the Audit Committee of the Board of Directors.

Organizational Structure

Corporate Audit Services is led by the Senior Vice President of Audit Services and
Chief Ethics and Compliance Officer, who reports functionally to the Audit
Committee and administratively to the Group Executive and Chief Legal Officer.
Directors and managers reporting to the Senior Vice President are generally aligned
with individual business units or corporate areas; however, staff persons are pooled
and are not aligned to individual business units or corporate areas.

The Audit Committee reviews the experience and qualifications of Corporate Audit
Services’ personnel annually.

The organizational chart for Corporate Audit Services is presented as Exhibit IA-1.

Responsibilities




Responsibilities

The objective of the Corporate Audit Services Department is to determine whether the
organization's network of risk management, control, and govemance processes, as
designed and represented by management, is adequate and functioning properly. To
accomplish this objective, the Corporate Audit Services Department will:

Examine and evaluate the adequacy of design, documentation, and effectiveness
of the system of internal control throughout Duke Energy and the quality of
performance in carrying out assigned control responsibilities;

Assist management in the assessment of business risks and in the identification
of cost beneficial modifications of internal controls to mitigate risks, including
potential fraud, to acceptable levels;

Assist management in providing reasonable assurance that Duke Energy’s
objectives and goals will be met efficiently and economically;

Interact with various Duke Energy governance groups as required;

Evaluate the means of safeguarding assets and, as appropriate, verify their
existence;

Review compliance with established laws, regulations, policies and procedures,
as appropriate;

Conduct selected special audits and consulting projects at the request of
management, as appropriate, or the Audit Committee;

Communicate opportunities for improving management control, profitability,
and the organization's image to the appropriate level of management and to the
Audit Committee; and

Follow-up on outstanding audit matters and significant deficiencies or material
weaknesses to validate that these issues are being resolved appropriately and
timely.

The specific responsibilities of the Corporate Audit Services Department are to:

Develop an annual audit plan using an appropriate risk-based methodology,
incorporating significant risks or control concerns identified by management,
and communicate the plan to the Audit Committee. This plan may be modified,
as appropriate, for changing or emerging business risks or issues. Modifications
that significantly alter the nature of collective audit and risk coverage provided
under the plan must be reviewed and approved by the Audit Committee;
Implement the annual audit plan, as approved, including any requested special
audits or projects as appropriate;

Maintain a professional audit staff with sufficient knowledge, skills, experience,
and relevant professional certifications to perform its responsibilities;

Work collaboratively with Duke Energy’s external auditors to ensure appropriate
risk coverage;

Report the results of its work to management in a timely manner;

Assist in the investigation of significant suspected fraudulent activities within the
organization and report the results to management and the Audit Committee;
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. Maintain and administer a rigorous follow-up process to ensure that committed
management actions to address audit issues are properly and timely executed or
that Senior Management has accepted the risk of not taking action;

. Perform their work in conformance with the Code of Ethics, the definition of
internal audit, and Standards for the Professional Practice of Internal Auditing of
the Institute of Internal Auditors; and

. Discharge these responsibilities in a manner consistent with the purpose and
objectives set forth in the Policy, the Duke Energy Code of Business Ethics, and
the Duke Energy Vision and Mission.

In accordance with the Policy, Corporate Audit Services will not perform any activities
that conflict with the internal audit function’s authorized responsibilities or impair the
function’s independence and objectivity.

Practices and Procedures

Corporate Audit Services executes its audits and other reviews of financial,
operational, information technology, and environmental, health, and safety
management system areas using its methodology that prescribes guidelines for audit
planning, execution, reporting, and follow-up.

Corporate Audit Services also performs Design Effectiveness Reviews (DERs) of
certain projects to identify and address key control issues prior to implementation.
Guidelines for DERs have also been established.

Decision Making and Control

Roles and responsibilities with regard to audit projects are defined by Corporate Audit
Services’ methodology. Generally, the manager provides overall management for the
audit projects, including audit scope, objectives, issue resolution, and communications
(including reporting). The in-charge auditor and other team members support the
manager throughout the project. Significant observations are communicated to the
directors and to the Senior Vice President. Final reports are reviewed by the appropriate
manager, director, and Senior Vice President.

As noted above, the Audit Committee reviews and approves the annual audit plan and
receives periodic updates on the audit plan status, significant audit conditions, progress
on the remediation of significant open conditions, and the overall Corporate Audit
Services’ performance (annual only).

Administrative matters are addressed by the Senior Vice President, in conjunction with
the Chief Legal Officer (administrative report) and the Senior Vice President’s
leadership team, as appropriate.



VIIL

VIIL.

Internal and External Communication

Corporate Audit Services personnel, in the performance of their duties and
responsibilities, interface frequently with personnel within Duke Energy.

Corporate Audit Services reports the results of its audits and other projects using
standard templates or memoranda (depending upon the nature of the project). The
reports include the conditions and their priortization, management responses, and
planned remediation dates. The reports are addressed to the appropriate process owners,
and the report distribution includes the Chief Legal Officer, the Chief Financial Officer,
the Corporate Controller, the Director Accounting Internal Controls, the Chief
Information Officer (if technology-related) and management of the process owner up to
and including the Chief Executive Officer.

Corporate Audit Services provides periodic updates to the Audit Committee as noted
above.

Goal Attainment and Qualification

Performance is measured by the successful completion of the annual audit plan
(amended as required), by the timely resolution of open audit conditions, and the
results of annual surveys to management that gauge overall performance. Corporate
Audit Services may also periodically review timeliness of report issuance and
departmental financial results as performance indicators.
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DUKE ENERGY CORPORATION
DUKE ENERGY OHIO, INC.

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

ETHICS AND COMPLIANCE

Policy and Goal Setting

The objectives of the Ethics and Compliance Department are to provide services and
expertise to support Duke Energy Corporation’s {Duke Energy) values and to enable
its compliance mechantsms and governance processes to function property. To
accomplish this objective, the Ethics and Compliance Department will:

*

Examine and evaluate the adequacy of the design, documentation, and
effectiveness of Duke Energy’s ethics and compliance risk mitigation efforts
throughout the organization;

Assist management in the assessment of ethics matters, compliance issues and
related business risks and in the identification of cost beneficial actions to
mitigate risks, including potential fraud, to acceptable levels;

Assist management in evaluating whether Duke Energy’s strategy, objectives and
goals will be met efficiently and effectively;

Interact with various Duke Energy govemance groups as required;

Review and evaluate compliance with established laws, regulations, policies and
procedures, as appropriate;

Conduct selected special investigations, reviews, and consulting projects at the
request of management, as appropriate, or the Audit Committee;

Ensure that Duke Energy promptly reports crimes and legal and regulatory
violations to appropriate governmental authorities as required;

Communicate opportunities for improving management control and the
organization's reputation to the appropriate level of management and to the Audit
Committee of the Board of Directors;

Follow-up on outstanding management actions and significant issues to validate
that these matters are being resolved appropriately and timely; and

Take reasonable steps to respond to inappropriate conduct and to prevent further
similar misconduct, including making any necessary modifications to Duke
Energy’s ethics and compliance program.

Individual and team goals are established through a process that identifies the group’s
key objectives to be accomplished for the vear, prioritizes them and aligns them with
corporate goals. The goals for the Ethics and Compliance Department, which
generally address effective training programs and operational effectiveness, are
subject to the review and approval of the Chief Ethics and Compliance Officer and
the Chief Legal Officer. At the end of each year, the performance of the team as a
whole and of individual team members is evaluated and incentives are awarded
proportionate to the level of overall achievement.

1
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Strategic Planning

The strategic plan for the Ethics and Compliance Department, which supports the
overall strategic direction of Duke Energy, is reviewed and approved by the Chief
Ethics and Compliance Officer. An ethics and compliance risk assessment informs
the strategic plan.

Organizational Structure

The Ethics and Compliance Department is led by the Chief Ethics and Compliance
Officer, who reports functionally to the Audit Committee of the Board of Directors
and administratively to the Group Executive and Chief Legal Officer. This reporting
relationship is designed to provide sufficient authority to promote independence and
to ensure effective coverage and appropriate action and communication regarding
ethics and compliance matters. A Managing Director Ethics and Compliance has
day-to-day operational responsibility for the ethics and compliance program.

The organizational chart for The Ethics and Compliance Department is presented as
Exhibit E&C-1.

Responsibilities

The Ethics and Compliance Department is responsible for ensuring that the
organization is in compliance with corporate policies as well as regulations from
federal and state regulatory agencies based on the framework provided by the U.S.
Federal Sentencing Guidelines for Organizations. Responsibilities include but are not
limited to:

e Review and assess emerging ethics and compliance risks, using an appropriate
risk-based methodology, incorporating significant risks or control concerns
identified by management, and communicate the results of this assessment along
with any related mitigation activities to the Audit Committee. This assessment
may be modified, as appropriate, for changing or emerging business risks or
issues;

e Maintain a professional staff with sufficient knowledge, skills, and experience to
perform its responsibilities;

¢ Report the resuits of its work to management and the Audit Committee in a timely
manner, including providing a report on overall program implementation and
effectiveness to the Audit Committee at least annually;

e Assist in the investigation of suspected fraudulent activities within Duke Energy
and report the results to management and the Audit Committee

e Maintain and administer a rigorous follow-up process to ensure that committed
management actions to address issues are properly and timely executed;

* Communicate instances where management has chosen to accept certain risks;



¢ Administer the anonymous hotline program in an efficient and effective fashion
and in full compliance with applicable laws, requirements, and standards;

s Foster an appropriate level of ethics and compliance awareness throughout the
organization and with vendors, customers and other key stakeholders as
appropriate;

¢ Develop and administer effective training programs associated with ethics and
compliance issues or matters;

s Help foster a culture of fraud awareness and assist in the development and
implementation of anti-fraud programs as appropriate;

e Periodically evaluate the design, implementation and effectiveness of Duke
Energy’s ethics and compliance program; and

s Discharge these responsibilities in a manner consistent with the purpose and
objectives set forth in the Ethics and Compliance Charter and the Duke Energy
Code of Business Ethics and Duke Energy Vision and Mission.

Practices and Procedures
Assess Risk

Identify and maintain an understanding of the letter and intent of the relevant
laws, rules, and regulations as applied to Duke Energy’s underlying activity and
business environment. Periodically assess the risk of non-compliance and take
appropriate steps to design, implement, or modify the Ethics and Compliance
Program to reduce the risk of non-compliance identified through this process.

Establish Expectations

Establish policies and procedures to prevent and detect non-compliance. Policies
and procedures establish rules to ensure compliance with relevant laws, rules, and
regulations; protect Duke Energy assets, both tangible and intangible; and protect
Duke Energy’s reputation.

Communicate

Periodically communicate Duke Energy’s policies and procedures, and other
aspects of the compliance and ethics program, through effective training programs
and other awareness appropriate to the respective roles and responsibilities.

Monitor

Identify potentially non-compliant activity as soon as possible from the
execution of the act so as to respond to it with corrective action prior to the
activity becoming a pattern of non-compliant behavior including administration
of a system that includes mechanisms that allow for anonymity or
confidentiality, whereby the organization's employees and agents may report or
seek guidance regarding potential or actual non-compliance without fear of
retaliation.
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Enforcement

Duke Energy’s Ethics and Compliance Program is enforced consistently
throughout the organization through:

e appropriate incentives to perform in accordance with the laws,
regulations, and policies; and

s appropriate disciplinary measures for engaging in non-compliant
conduct or for failing to take reasonable steps to prevent or detect non-
compliance.

Review

After non-compliant conduct has been detected, Duke Energy takes reasonable
steps to respond appropriately to the misconduct and to prevent further similar
misconduct, including making any necessary modifications to Duke Energy’s
Ethics and Compliance Program.

Decision Making and Control

Decision-making authority flows up through the Chief Ethics and Compliance Officer
to the Chief Legal Officer and through the Chief Executive Officer to the Board of
Directors, as necessary.

Internal and External Communication

Ethics and Compliance personnel, in the performance of their duties and responsibilities,
interface frequently with personnel within Duke Energy. Monthly management reports
describing hotline activity are sent to Group Executives responsible for the various
business units. Periodic updates are provided to the Audit Committee, including an
annual assessment of the implementation and effectiveness of the Ethics and
Compliance Program.

Goal Attainment and Qualification

Departmental goals are set at the beginning of the year. The goals cascade down from
those set for the Chief Ethics and Compliance Officer. All employees have individual
performance reviews every year. Employees are evaluated based on their
achievements for the past year with respect to departmental goals and targets.
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SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION
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DUKE ENERGY FOUNDATION

Policy and Goal Setting

The Duke Energy Foundation (the Foundation), the philanthropic arm of Duke
Energy Corporation and its subsidiaries including, but not limited to, Duke Energy
Ohio, Inc., Duke Energy Kentucky, Inc., Duke Energy Carolinas, LLC and Duke
Energy Indiana, Inc. (collectively, Duke Energy or the Company), does not issue
policy statements for the corporation per se; however it does establish Foundation
policies as approved by the Foundation Board of Trustees (the Trustees).

As background, the Foundation was established in 1984 as a separate, independent,
private foundation to support the communities served by Duke Energy. As an
integral component of Duke Energy’s Sustainability Plan, the Foundation supports
the Company’s efforts to build strong communities by providing direct funding to
non-profit organizations across the Company’s service territories. In addition, the
Foundation develops, administers and supports programs that enable employee and
retiree community engagement..

Giving Approach
The Foundation focuses on four areas:

*  Environment & Energy Efficiency - Conservation and Training
*  Economic Development —Workforce Development
*  Education

*  Community Vitality — Human Services, Arts & Culture, Public Safety and Community
Leadership/Capacity Building

Although the Foundation governance process is centralized through oversight by
the Foundation Trustees, it also provides philanthropy at the local community
level. The Foundation has developed a strong partnership with the subsidiary
presidents’ (the State President’s) organizations in each of the states the Company
serves in order to assess local needs and assist in the review of funding requests.
Regional Contributions Councils have been developed in each state where the
Company operates, which include representatives from key areas in the business,
to support the work of the State Presidents’ organizations and ensure that our
Foundation gifts align with the Company’s strategic business initiatives.

The Duke Energy Foundation Giving Guidelines provide a strong framework and
structure to guide to the philanthropy-decisions within the local communities.
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Strategic Planning

Strategic planning for the Foundation begins with a review and understanding of
relevant community needs as well as Company strategic plans, including the
business plan, which is updated at least annually, but more often as needed.
Foundation plans are also informed by best practice research, workshops, and
conferences and benchmarking information. Additionally, external sources are
monitored for emerging issues that could impact our charitable giving decisions.

Foundation staff meetings, and meetings with the key sponsors and internal subject
matter experts, are held on a regular basis to discuss pending issues and to decide
what items require attention and the timeframes under which the issues are to be
addressed. The Foundation Trustees review and approve strategic areas of focus,
policies and the overall contributions budget on a regular basis. Meetings with the
Foundation Trustees are held approximately four times a year and periodic updates
are given, as needed.

Organizational Structure

The Foundation maintains an independent governance process through its Board of
Trustees. The leadership structure consists of President, Vice President, Treasurer,
Secretary, Assistant Secretary and Manager. The Foundation Manager reviews all
grants and attends the Trustec meetings. The Treasurer is assigned from the
Treasury Department, and the Legal Department provides legal and corporate
governance support. The Tax Department prepares and files the Foundation tax
returns.

The organization chart for the Duke Energy Foundation is attached as Exhibit
DEF-1.

Responsibilities

The Duke Energy Foundation is an independent, 501(c)(3) organization. Funded
by Duke Energy Corporation, it secks to help fulfill the Company’s commitment to
be a leading corporate citizen, while supporting business objectives through
strategic philanthropy.

The Foundation staff has general charge of the governance, strategy, controls and
systems related to philanthropic giving. This includes the processing of grants for
charitable not-for-profit organizations and for programs to stimulate employee
volunteerism and giving.



Governance

The Foundation is governed by Foundation Trustees who are appointed by the
Company’s Chief Executive Officer from executive leadership. They:

v Establish overall Foundation policies and areas of focus
v Establish annual giving level
V' Review / approves major gifts:

o All grant requests over $100K and

o Multi-year commitments of any amount

The Duke Energy Foundation Officers:

Recommend and manage Foundation policies / programs

Ensure strong governance and control processes

Central resource for giving records / budget to date

Back office to all contributions

Member of all Regional Contributions Councils

Manage Corporate allocation of annual giving budget

Serve as expert resource in negotiation with non-profits to extract greatest
value and build / protect our brand

Serve as staff to Trustees / Executive Leadership on contributions requests
Meet at least three times / year and can approve major grant requests via e-
mail (“electronic vote™)

< L L2 L L 2 L 2

Regional Contributions Councils, composed of the local State President and business
and community relations leaders named by the State President, operate in
Ohio/Kentucky, Indiana, and Carolinas service territories. They:

Establish regional giving plan and allocation (including United Way)

Evaluate local grant requests. Approve minor grants. Seek Trustee approval of
major grants

Meet at least quarterly and as needed

Consult with the Foundation on comparables and ways to leverage opportunities
Maintain strong governance / record keeping

Coordinate/communicate with other Regional Contributions Councils on grant
decisions

V. Practices and Procedures

The Foundation supports projects and programs of organizations that qualify as
charitable, not-for-profit, 501(c}(3), tax-exempt organizations, under the Internal
Revenue Code guidelines. Grants are for specific projects or designated programs
that encourage initiative, creativity and collaboration by contributing to the total
well-being of the community in four areas: (1) Environment and Energy
Efficiency, (2) Economic Development (3) Education, and (4) Community
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Vitality. Diversity and inclusion along with employee volunteerism underpin all
areas of focus.

Requests are made online at: www.duke-energy.com. The requests are received
into the electronic system. The requests are routed to the appropriate internal
reviewer for consideration (e.g. Customer/Business Relations Manager,
Area/District Field Manager and/or Generating Station Manager), who, will
recommend for approval or decline the request. Grants recommended for approval
are then routed in the system for subsequent review based on the established
delegation of authority, and ultimately are reviewed and approved by Duke Energy
Foundation officers and/or Trustees. Organizations receive cither award or decline
letters via e-mail, and the actual checks are usually hand-delivered by local Duke
Energy personnel.

e All grants include an internal Duke Energy “sponsor”, a clear reason for making
the contribution that relates to the areas of focus, and regular reports on the
measurable results of the project.

s Employees that are active in an organization or serve the organization in a
leadership capacity are precluded from approving/voting on a grant request for
the related non-profit organization per the Foundation’s Conflict of Interest
Policy.

s Internal procedures are followed as required by the Internal Auditing
Department to audit bank statements and fund appropriations to ensure that the
Foundation funds are being properly disbursed.

» All Foundation policies, procedures and controls are subject to regular review by
the Company’s Internal Audit Department.

Decision Making and Control

Final grant decisions are made by the Foundation officers and/or Trustces.
Representatives from the State President’s organizations, working closely with the
Region Contributions Council, determine the grants that best meet needs within the
local service territory communities. Delegations of authority have been established
to govern approval authority. All multi-year grants and any grant request over
$100,000 are reviewed and approved by the Foundation Trustees.

Duke Energy Foundation control processes include:

o Contributions Conflict of Interest Policy

¢ Detajled grant requests / “Memorandum of Understanding” (MOU) for all
requests $100K and above

*  MOU management and payment tracking process

» Internal sponsorship of grant requests

¢ Required entry of grant request and relevant tax status documents by 501¢3
(nonprofit agency) _

* Minimum of two levels of review for all grant requests
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e Scgregation of duties between Trustees/Regional Councils/Foundation in
approving grant requests; clear delegation of authority

Check printing and distribution performed by independent contractor

Monthly review of all disbursements by Foundation Manager

Outstanding check process review by Foundation staff

End of year budget reconciliation by Foundation staff

Investment of Foundation assets by Treasury Department

Foundation bank reconciliation by Corporate Accounting and Foundation staff’
Performance metrics and service level agreement with independent vendor
Reinforced system checks to mitigate risks related to the potential association
with political organizations and “benefits” being received by the company

o Internal Audit of Foundation

» Ongoing legal advice and counsel, in particular with significant grant requests

Internal and External Communication

The Foundation maintaing a website on www.duke-energy.com. Through this
website, the Foundation publicizes its policies and guidelines for grant requests.
Additional information on Duke Energy philanthropic programs and community
initiates is also included.

Goal Attainment and Qualification

Goal attainment and qualification is subjective. The goal of the Foundation is to use
corporate contributions wisely to support the company’s objective of being an
engaged corporate citizen in the communities served by the company.
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Schedule S-4.2

DUKE ENERGY CORPORATION
DUKE ENERGYOHIO, INC

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

INFORMATION TECHNOLOGY DEPARTMENT
IN RESPONSE TO STAFF LETTER DATED JUNE 20, 2012

Policy and Goal Setting

The purpose of the Duke Energy Corporation’s (Duke Energy) Information Technology
Department is to manage the optimum delivery of IT services in a manner that is
transparent, scalable, and cost effective while developing IT leadership and maintaining
access to a skilled workforce. The IT Department partners with the business to achieve
organizational and financial objectives.

IT goals are established annually by the Senior Vice President and Chief Information
Officer (CIO). These goals are created in support of corporate business objectives and
include:

¢ Deliver value to the business;

¢ Ensure a sustainable workforce;

s Establish standard, scalable processes; and

o Manage IT risks.

Specific incentive goals vary year to year but are always designed to support corporate
and business objectives. Departmental IT Key Performance Indicators are established to
measure performance against planned objectives. CIO staff divisions establish goals
unique for their areas. Individual incentive plans include some combination of corporate,
department, and individual goals.

IT policy is established and approved by the Senior Vice President and CIO. Policies are
statements of management’s commitment and expectations, and created to manage risks.

Formal policies exist for:
¢ [T Governance
o Addresses management oversight, IT structure and functional areas, Exhibit
IT-1.
o IT Asset Management
o Addresses use and handling of Duke Energy information, hardware and
software, Exhibit I'T-2.

¢ FElectronic Communications



o Addresses governance for use of electronic technologies such as Email and
instant messaging, Exhibit IT-3,
Enterprise Architecture
o Addresses a consistent approach for developing IT architecture, Exhibit IT-4.
IT Service Management
o Addresses processes and controls for change management and problem
resolution, Exhibit [T-5.
IT Security
o Governs the protection of information assets and ensures the confidentiality,
integrity, and availability of Duke Energy information, Exhibit [T-6.
Supervisory Control and Data Acquisition Cyber Security
o Governs the protection of information, applications, and systems used to
operate, control, and monitor the industrial control systems, n Exhibit IT-7.
IT Program and Project Management
o Addresses implementing a consistent approach to project management
practices, Exhibit IT-8.

Duke Energy Ohio, along with its sister utility operating companies, participate in
decision making processes for IT projects. Information technology initiatives are
developed in collaboration with Duke Energy leadership across all jurisdictions. This
process will not be affected by the merger with Progress Energy. Project proposals
are sponsored by individuals and groups with customer service responsibilities to
ensure alignment with regulatory, customer satisfaction, and/or efficiency objectives.
Value and benefit is defined based on customer feedback and needs, with input from
the state presidents, customer services, and transmission & distribution functions.

The prioritization of information technology initiatives, in general, is based on need,
cost, and risk, among other factors. Response to regulatory orders and operational
efficiency are primary drivers. Duke Energy, current and post merger, is committed to
serve the needs of all customers, as economically as possible, regardless of jurisdiction.

IT policies and procedures are designed to optimize the delivery of IT services in
measurable ways such as reliability, scalability, and cost effectiveness. Practices are
evaluated periodically to ensure we are keeping pace with evolving business needs. The
Chief Information Officer (CIO) reviews all IT policies with the IT Governance Council
(ITGC), an advisory group of business peers. The IT Governance Working Team
(ITGWT) focuses on strategy, standards, compliance and oversight. Post merger,
membership of both these groups will be evaluated to ensure appropriate representation.
IT policy and decision making is centered on serving the enterprise and delivering
enterprise value. As specific jurisdictional needs are identified, project proposals will be
developed, consistent with how they are currently developed, and assessed accordingly.

These IT-specific policies are an integral part of Duke Energy’s corporate policies.
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Strategic Planning & Long Range Planning

IT conducts planning on several levels. Strategic Planning is conducted annually to
refine IT vision, strategy, and major initiatives for a three to five year horizon. Business
Unit Technology Plans are revised at least annually and aggregated into an Enterprise
Technology Plan reflecting specific business need and technology requirements for the
next three to five years.

Annual IT Business Planning is conducted to identify focus areas, initiatives and
projects to be undertaken during the next twelve months in support of enterprise
technology plans and IT department goals. IT Financial planning is conducted on an
annual cycle as directed by Corporate Finance. Utilizing guidance from Corporate
Finance, a department budget is compiled with input from all levels of management
within IT and the Investment Management working team.

Following is a summary of overall planning processes and timeline:
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business unit direction,
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copabifities needed to

Business Technology Flon
describes imitiatives needed
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individual and group ‘
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" .Aﬂ-nu.al H N Enterprise Techaclogy Flon s
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) W initictives needed to enakle
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business technology plans

Werkloren A iT Business P!ax-\\
Strategy conteins the significant

{Tinitiatives planned for : Inve + flom provides @
the currentyean ) fraoncial summary and
aifaeation of budget to

approved initiatives
Figure 1. depicts overall planning process.
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Figure 2 depicts overall planning timeline.

Business area planners and IT Department leaders participate in the overall IT planning
processes.
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IV.

Organizational Structure

The Duke Energy IT function is a centralized department led by the Senior Vice
President and CIO. The Senior Vice President and CIO reports to the Group Executive
and Chief Legal Officer, who in turn reports to the Chairman, President and Chief
Executive Officer.

The divisions of the IT Department include:

Enterprise Application and Vendor Management Office;

Data Management and Architecture;

IT Project Management Office (PMO) and Resource Management;
Duke Energy International Information Technology;

Operations and Infrastructure;

Operations Applications;

Generation IT; and

Performance and Project Management.

e & ¢ & ¢ ¢ b 0

The organizational structure for the Information Technology Department is attached as
exhibit IT-9.

Responsibilities

IT enables business processes to safely and securely meet business needs, comply with
regulatory requirements, create new capabilities, enhance operational efficiency, and
optimize business operating costs. IT groups design, develop, and support numerous
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applications and data management systems. Examples of these include Duke Energy
Ohio’s Customer Management System (CMS), Revenue Manager, and the Enterprise
PeopleSoft financial management system. Various hardware, software, and systems are
operated and maintained by IT personnel including workstations, servers, data centers,
and telecommunication networks. End user support is provided through a centrally
managed Enterprise Help Desk. The IT Security function provides user provisioning,
event monitoring, and vulnerability management.

V. Practices and Procedures

Although policy is approved by the CIO, practices and supporting procedures are
established IT Management. The operating model is based on a comprehensive
Solution Delivery Life Cycle (SDLC). It is supported by time reporting and project
management processes. Figure 3 illustrates these processes and related deliverables.

Time Reparting Process
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Fire 3 — SDLC and Project Management Processes

Project spending requests exceeding five year Total Cost of QOwnership of $100,000
or creating increased ongoing operations & maintenance (O&M) are subject to the
Business Case Review Process. The following characteristics apply: Baseload and
Customer Demand; O&M and Capital; Budgeted or un-budgeted. All project and
scheduled work is tracked through the time reporting process.



Business
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[ Initiative Queued
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» Al IT spend greater than $100K( Five year TCO) will require a Business
+ Business cases will be presented to the Business Case Review Team

= Forecasted spending of greater than 10% above approved budget will
require additional raview of business case to proceed

* Related smali efforts may be bundled to optimize review process
» Greuprelated efforts for the next quarter into single review

+ Unfunded requests, which cannot be covered by the IT budget, will go
through an additional step with Finance to determine how the project

Figure 4 - PMO Business Case Process Flow
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ldentify Funding
Approach

All changes to the IT production environment, including changes resulting from
Solution Delivery Life Cycle work incident, and service requests are controlled through
common change, configuration, asset, and problem management processes. A
configuration management database (CMDB) maintains configurations of all IT assets

and is central to these processes.

Incidents reflect issues in the production environment and usually originate from the
Enterprise Help Desk. Service requests and SDLC work may initiate change requests as
entry points to these processes. Other scheduled IT work uses the same work
management and change control systems to comply with change management processes.
Figure 5 shows the dependencies across the processes described in this section.
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Decision-Making and Control

The CIO is accountable for the oversight and operations necessary to provide
information technology services to the organization. The CIO is supported by multiple
groups to ensure a broad perspective in achieving business alignment and cost
transparency. The IT Governance Council (ITGC) is an advisory group that meets five
to six times annually, typically on alternate months. This group, chaired by the CIO, is
comprised of selected business executives from key arcas of Duke Energy. Membership
varies over time, but the mission of this committee is to review and provide input on
information technology strategy, services, and key initiatives. This group also facilitates
communication and change management as needed within their respective business
areas.

The CIO Staff actively participates in the development and execution of policy and
standards related to oversight and compliance. In this capacity, the CIO Staff meets
monthly and is facilitated by the IT Architecture team to address governance matters,

CIO Staff is responsible for the management required to deliver IT services to the
organization. Financial responsibility exists at this level and the Staff is accountable for
day to day operations, including staffing and sourcing. CIO Staff meets weekly as a
group. The CIO also meets regularly with Staff on an individual basis to ensure focused
management and oversight of functional divisions within the IT Department. IT
Performance and Program Management (PPM) and IT PMO work jointly to facilitate
business case, architecture, and security reviews. Funding and execution are
coordinated with requesting business units and Finance Department to ensure
performance transparency.
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IT Architecture, IT Security, and other work teams originate and recommend standards
to the CIO Staff as appropriate. These teams arc led by subject matter experts within IT
divisions.

IT PPM and PMO teams are a control function for project work. Various compliance
activities and audits are conducted by the compliance function within IT, the internal
audit department, and by various third-party auditors (for example, annual SOX and
Payment Card certification).

Internal and External Communication

Internal Communication

Internal communications are accomplished through a wide variety of departmental
meetings and other communications mechanisms.

All levels of management within the IT Department conduct regular staff meetings that
serve as the primary means to collect and disseminate information within the
department. From time to time, the CIO will issue department wide communications
discussing major initiatives or events. Broad management meetings are sometimes
conducted to discuss topics appropriate for IT leadership.

Within the Duke Energy, the IT function periodically publishes articles of general
interest on the organizations internal portal. Items concerning IT security that affect the
workforce are a good example of this type of communication. Relationships exist
between the application divisions and the various functional business areas they support.
Within the IT Operations division, an Enterprise Help Desk and a Local IT Client
Services function provide assistance to the workforce for IT-related matters.

The portal includes an IT Home page that serves as a reference library for the IT
Department on governance, strategy and policy and service information. The IT
Standards page provides technology architecture and standards information to IT
practitioners and end-users. The IT Security page provides information related to policy,
standards, best practices, processes, key contacts, and other useful information.

External Communication

The IT Department communicates externally primarily through relationships with
suppliers of IT products and services. These include responding to solicitations, issuing
Requests for Information, Quotes, Proposals or other communication related to the
execution of work under various contracts for products and services.



VIIL

Contingent workers comprise a portion of the IT workforce and occasionally receive
communications concerning health and safety, or other workforce related topics. As
required, communications are coordinated through the respective staffing partners.

Personnel in the IT department participate in various community programs such as Duke
Energy’s annual Global Services Event, local Chamber of Commerce activities, and
educational programs.

Goal Attainment and Qualification

Department employees participate in a Short-Term Performance Plan (STPP)
adminmistered by Corporate Human Resources. These plans are developed annually and
consist of a combination of corporate measures, departmental goals, and individual
performance. Goals within a plan have levels of attainment that include minimum,
target, and maximum payout levels.

Financial measures are certified by Corporate Finance and approved by the
Compensation Committee of the Board of Directors. Documentation of results,
recommendations, and approved achievement are collected and recorded by Corporate
Human Resources which also ensures approval by appropriate management. Payout
results are input to the payroll process and become auditable business records.

Exhibit IT-1
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the propany of Duke Enegy.

1.3 individusis are prohibited fromusing 2iectronic communicato s to communicets grengags n the uxe
orprapagatnn af ofiensive or disgal materals.

2. Roles and Responsibilifies Chisfinformation Officer
Tha Chisf information Officar [2iQ) s acsauntablefor ensuling tha ifecycle mansgamani of 1his nolcyas
dafined by the IT Pofoy Managemant Slandsd.
2.4 Allmembarsaf tha Duke Enesgy woridoree a8 to understand amnd comply with this poley.

2.2. Managers snd sunsmisars s eaponsihis forensunng the workforss i awars of this polioy.
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Exhibit IT-3

Duke
@ Enargy.
Tuiee Ensray Pollcy

iT 300 — Electronic Communications Policy

2. Manitoring and Compliance

3.1, Eimetrnmic communications, includ ing bul nat imiad o emsid, instant masseging and Intemeat achvity,
genasstadoraceivad on Cuka Enemgy systems ars consdderad Duks Enargy property andame subjed
iz mantarng. Violstions of this policy shoud be repored o managament.

3.2 Parsons wh violate this policy am subjactio corastiva setion, upis andincluding lerminaton of
employmant.

4. KeyTerms and Cafinifions
Electronic Commusnications— Technoiogias usad to fransmit slzcbonic informatonordigitsi content
satwsen indiiduals orsystems. These inchide, butare not imitad to amai, wideo, pictures taxt messages,

instant massaQes, biogs, discussion baards, wikis, 2lactronis documents postzdforpublicstion sndether
mabaral snchangad.

15



Pﬂu&a
W Energy.
Duke Ernergy Policy

iT 400 -~ Enterprise Architacture Policy

Apphicalslity’ Acmizs e 1T LEQEnZFn

Criginator: VE Do MFEIENEN L ATECONS
Approwal cudintrrem Oy

Approval Date  w1s02
RevistonDatsr  W&307
Ravision Mo: 14

Statement of Puspose and Fhilosophy:

Tra IT 430 Entarores Architechrs Foloy s Duks Energys shemenief commitnanito maintsinrg 2 scslable
=0 iole and nost effecive infom ation techmsagy {iT) efvironment. The ntend of 145 cooy 510 BRSGR 3

2 stamanc appeoach fordeveioping 1T arcieciires that are sigred with Doke Energy's busnass needs The T
435 Fobey, inciding the supporing Suandards, Proassas and crocedurss, shall e he gowerning doosrents
1o delire the minimwm requiramens regsrdiing artarpnse srohindu®.

Apastarorize rohtactare program provides themears o efisdlvaly munajelhe idsinost n dafver and
mairzzin informaton fechnology Dased sgutbrs, tosccelzata e deivery oyois, SRd to ensuwrequaliy of
PrOFLROLS 3N SSN0ES, Fne TOBMWIRG Srntibin DIDVISES THE T LU TSRO 1O TG pUEDY

Partmership- 4 soldorstve appsach batween business 3oo i T wil be yzed for 3 suares sl comeargance
of business resds3nd processas, exabling mfomaie f=ahrdogizs. solufondeilivary and suppon.

1. Pelicy Expectafions

. Compamy I7 Avestmenis will ba assssedio arsute aligimentwith amerpriss srebfectne practicas
zrg gtandanis,

1.2 A Swlerprisa Architscnre ramewss 2nd planming oromess will be ws=d toaligs businesz and (T
Sirategies.

5.2 ioplzmennton of ectendse s ieenressistad proxrses e, spmicxion porfolo maregsmentt
REOESS34Y 10 MEACM PR 7 $iu2 Fom |T produds 3RS servies,

1.4 Eusipess gnis 30| Tizere wil colistorsie 1o enswa busingss tsohndiogy pisns sre dawinpadin
guide informaton techroiogy invas menls ang soltiondeivany

Z. Roles and Responsibilities

2.5 Srif Informston O

{ra st IRfGrmaten Uthosr HORY 1§ 3o00enianiBIor 8nsunng ine Hasy e meragEmentol tns pony
35 Jefinad by the IT Poboy Managemer SEndad. The C10|s resporsibizfor ersuring progrses snd
propessas 3redn place for an affectve enmrpiise arobiaciws progran.

2.2 Emerprisa Aschtats

Enerprise Architects are responsivie for defning stawmdes, archiecums, sinderde, processes and
SYRNTANE prOTLOLS 10 ENSUE CONSISEM IM e SN Rion 0TS INSUOMpETN, LISrpIse Anirais
mEmEn 3oty Eraional view of the T porticlic andidentiy oppadurhiss for mpmezmeant,
ErtancamaEnt 363 SERIR EIton. Ererprise Archisas sngags it solinn dalbery e ansuTe
somplancs wit: srizrorizs sehianise sisedans andpractioes,
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Exhibit IT-4

mﬁke Erergy %?ongy

IT 400 - Enterprise Architecture Policy

2.3. System Architects

Systerm Architacts are responsible forthe T architecture of ore ocrmora functional ortechnical
partfolins it.e., Finance sysfems, HR sysiams, workstafions anddata networks). ‘Within their
respective porifolios, Systemarchiteds will assurasystems and infrastructures conform o standards
and coordinate the work of Solution Architectures.

2.4. Solutien Architeds

Solution Architeds ara responsible for the T architecturs of 3 specific soiution within a single
funciicnsi area(i.e., Financesvstems, HE systems, workstations and data nebworksy. Within their
specific salution, Solution Architects will assuresystems and infrastruciures conformto standards.

2.5. IT professionals are expecied to followand apply IT architecture pradices andsiandards intheir day-
to-day activities.

3. Nonitoringand Compliance
3.1, Parsonswho implement oruse Duke Energy IT a35ets are subjectto monitoringfor compliancewith

this poliey. Violations of this policy shouldbe reporiedto managemend for appropriate comrective
acfion.
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Exhibit IT-5

S PFICAE Y ASGEE A WE T PN
Originator: W3 T Doarstons XW A3siuciws
M pproval: Sret mmymEn G

iNpproval Ogb | 52287
Ravision Doty 132113
iRevislon Me: 33

Statamand of Purposs and Philcsopty:

THSIT 530 TheTaion T=resogy () 3aoce Managamen Sainy b Ouke Shergys SRS Foammaman
ahe TENeTan o 68 DM s IT SEaUriEs and W Jsiuery of iT services. Tha Imenl of YRS DORCY SER
23ENIEN 03 EENUINGS. ENNCAS Y LDMITE 15 TINDGE A deiner Dubs Dhengy T $30402% 20 r25000ES

aardeaes, soltwas A sugoorh. The T 500 Smicy, moudhy the unpatng Sendards, Procsssss g
FHRES, B R THE JNETRg ANNTAME TR BE T RV ManIJeTam uITs.

T SInice MITRgaTaT MERRS NaTESs FdEnTy a0 ouSMTE SISOt M rEEan @ T sandie
Tarageman and devery. The tiosing Sincse poovides T undston o e aeioy

Sareisg Managamant — The iT OrySMIINY TIIYEE 30U SXET OTEE ERNlIE IT ¥ Susress A
wEzss ;T SE0ACE MEmEpeTa TEToATY T odvids sSsDOSNE CUNING servics weNis mEmarey e
FEAY B TRy o TR T SETem,

t.  Poloy Expectations

LY. A7IT SEvice ManagETETY YETEMONK AU DR SRl 13 TETR0E 30U USIVE ZLMIITE SEVICE, RN 8
SRR FRUUARS, MUNAT SRRuYE, FUTiEY Tanegeen 00 308 wANRjemen,

L2 AT SarecE Verapavam Yamessrd wil 1o ussd 1 TAORIR 1T SYNRLCEE TIv 30juE B
TEooES.

12 AT Bervace Waagorert haresork of te uped 10 el fanvios IVElanEh and magiy MR T
ATACHITA,

1. Raiss 3nd Responsicitiias

o Lee ndwrgbon o

TheCHe MiETEton Offos (IO} IS AccoumEdE A ELeng e GBS TaageTent of Dy
Trwgys T Sevige WaeIenam wogran 35 eind oy me T 33oy Nanspevan SEndad

T2T FafsEnas g avpernd 39 f3Saw 3 spgly T anicE Tanajawenl FEndEdR and procRdures N
SR SEI-IE BORETRE
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iT 508 - information Technology Service Management Policy

3. Monkering ang Lompusnos
3.1, R#aT05 w00 imgsrem o use Dole Energy 1T TSS00FCRE AR SHORCH 1 MOMIONSY R SonTIncs
# s poloy. WRiatons of ¥ ooBoy stmuid De reparind fo wanagomen X FporoDisia Sorvachym
0.

£ ey Terma and Datindns

T Sarvids Mansgemant {TEM) Framswotk ~ An (TS Frameamy advidss T straiagy, dasgn,
TaSTAN, SPEINER 3 oomimibut rgeevemaEm of T sanitER AnSwias the [ywdinItan and conby of
YEVNE ANCTOPS, ACERETE AN HWETSE MINEXRyY U mamaye e M iRooe of Taanioes. Ay
Shmctes OFTEE BETEwONK 15 o maInE B0 Jsiver [T S2eenes CEEEY OF T CISIDTECS waw o iTs vEue
in;me Juxnass.
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Exhibit IT-6

PRty

Dulee Ersargy Fahsy Statesmsend

IT H000 — Enterprise Information Security Policy

1T 50800 - Enterprise Information Security Policy

Applczbiily:  Emarprza
Sriginzton ’afporie 1T Strateqy and Compliance
Aporaeal arnarne Plorking Team (5WhH

Approesi Date B/102091
Ravizion Data A2
RavmionNo 2.7

Staﬁemem of Furpose

rformation and the assouistedinfommation vechngiogies sre one of Duke Enargy Comorstion’s {Duke Enagy’ most
faiﬁhi& 353EE NG 2re esFEntizibor maintaining ano impeoving Duke Erergy’s aompetithve position. The 1T BOCE

Palicy is Exsoutive Manacement's "Siztement of Somamtment”™ o provacting Deke Exargy’s informztion assets, zed
sawes 35 the offieizl suthorzed govamming policy for Enterpniss (T Securlty. The purpose of this ;»*:s’%’“'g“ snd the
suppaning 3tandsrds snd protedures, colisctiesly known a8 tha T 5000 Seres. iostalel terpsiss seuiraments
far tha provegtivs of icformation sssats, and 1o ansure ke Lﬁﬂfkiﬁﬁmm, imiagrity. and avsishity of company
informatisn,

Palicy Expectation

TEiz policy 2o0bes foall employess, condezctars, vandors, sqgants, thisS caniiss, or any ctharpseson{s) who hava
525855 fo Dukes Erzegy information assets orfaeiltes kousing information asasls. iz expesizdtharthey will
urdzestard snd comply with the polieles, standands, and progedurss sddressad hesaip, and funther that it is the
sepponsadity of 2l uzars Yo crotect company isfermation sssets 2t 3l timas. cfamation as3ets tBmain tha propedy of
Duke Erergy, regardiess of location, pdnt of arcess, or mode of transfar from one point o arather, and are subjectto
the securry polises gefined in the (T 5000 Serss.

T 50684 Information Security Policy
38 The ITEX0D Polivy, Standards, and Provcedures define the minimally 3ocepiable requiements for the
protectionof Duks Ersrgy information szs31s.

5 Corporste T Strategy and Compliancs is responsbie for Duke Erargy's IT 2ecuriy Frogram. In this role they
zra rasponsible Tor tha IT 8000 Beriss ard for maintaining 3 consisient entarprise-wida sorrosch io
informatios protaction.

4 Each Susivass Und iz responeibia forimpiemamation of (e ssourity raauiramants dafiesd in tha (7 300
Zerips documents and to provide suppod 1o Torporate IT Steategy ant Lomplacce,

I Aoosss ioinformation 2aesis by indhviduals or infoamation syai&ms wiltonly be grantad In seppont of specifie
business neads and will be controfied through 1ha 17 5000 Sades documemis, Al Ieformalion sssete wil e
33iznad @ secafty clessifostion of “intarnad general’. unizss oMthorale srated

=% In grotecting #s isformation ssseds, Duke Snergy will comply with 2pplicable lsws and regulations; provised,
rrgavar, tha Duks Ensery may reooe 3 highss lsvelof 3zcwiy.

wa

Pergons who sse Duke Eraegy information aszels am subiact to manitering, Parsors wha viclzia Duke Eneey
policy 3re subiact 4o gissipieary ction, up 1o and inchuding, terminatian

el

Enforeament o 1T Sacerily poboy, arleck of snformamant by Corporste (T Shateyy 3nd Compliancs or obar
gawarnirg tadiss, ‘s not a6 naicstion of aceepiance of @ ron-complisrt practice.
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IT 5000 — Enterprise Information Security Policy

iT 5000.2 Review of the Infornation Security Policy

T ensere consistant 3nd curent afgrment with anterprise goals, legal and raguislon complianca, snd m3irisnanes
of an sffective amsrpize serunity posture, Comorste [T Steategy ard Compbance is responsible for messuning
anterprise compliancs with, and the effectivenass of, ths IT 5000 Sares Jocumants thraugh an srfarpdse compbance
pragram. Tha iT 5000 Seres documants will o2 raviewsd 1oanswa thay provide relevam guidance for the seogrity of
Duke Energy's infomation sssets.
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Exhibit IT-7

PP Brerty

SCADA Cyher Security Policy — [T6000

Acglcabitly:  Enterpiss
Ceriepiryaion: Dals Managament X Architeciure
Apneoval 17 Govemance Working T=am {GWNT1

Effeciive Dale: 4325/251
Fawtsion Oabe: 0372572011
Relssue Dabe:  DI2SI2011
Ravision Mo 1.8

Statameani of Purposs

This policy sstabishes standands for prokeeting farmation, ameications, and systams used, opesated, or maintaned
by Dusta Energy that e sutject to of refaled fo superdscry, control and data acquistion [SCADA], Brocess Conirs, or
olher operalional processes hal incude real-tme of similar systems Involued in the oparabion, Soeirgl, or monioing of
physical assets, Thise sysioms wil genertzaliy be pefirred tn 35 “SCADA™ OF "SCADA SYSIEME".

Policy Expectaiion

The SCADA Cyber Seconly Policy apgiies o fhe enifre Dukz Energy workfome, Wchong bl ned omited i,
empicy2es, ot ventures, parmarships, subsianes, contractors, vendors, agenis. ard hirg pariies who mamtain or
oparate SCADA 3ssels which fad under Diudie Energy's responsibiity. Every Duke Snergy subsikiiary and bushess
unit shall manage security TiSks locady and maimizin e secunty of enfarpiise SCADA systems.

This policy 3ppliss o 3% cwrent operational sysismns 3nd must be appiled 38 pad of systom reguiremenis jo neuwly
purchasad or deveioped sysieme. All SCADA syeiems must comply atih one of the folowing sel of security siandards:

*» EBCADA sysiems reguigled by ihe Norh Amercan Eledlde Redachiy Compofation (NERCY Cofical
infrastruchse Protection {C1R) rellabitty standards shall comaly with ihe NERT OJP 003 Cyber Securtly Pofcy
for Crakeal CyDer Assels.

* ECADA ystems reguiated by the Noolear Reyuiatory Commission [NRCT reguiation described bt the Tite 10
Code of Federal RAgrarions {CFR) §73.54 "Protection of Jigist compuier 2nd commumcation systems and
retwieks® shall compiy: with the Duke Energy Muciear Genemtion Depariment Cyber SeCWRy Plaa (18 CFR
73 54

* ARl remalning SCADA systems at Duke Energy shall comply wih the ITEO0D SCADA Secarty RSk
Asseszment and Standards.,

Supacvisory Confrol an Dala Acquisiiton (3CADAY

HCADA (Supenvisory, Conirol, and Dala Acquistion) sysiems a2 oighsl sysiems used b manage mnoustial
production, tansmission, or dEGEEion. procgeses. SCADA systems are used, Tor gxampie, (o supervse & reacior
rmctoring In 3 nuclesr powes piant, i mantor aleciricity teshibution through 3 kigh voizge Fansmisson @i, and o
control natiral gag fow theough a pipeline.

Sonera SCADA Requiremanis

General SCADN requirements fokow:

- 22



Exhibit 1T-7

Smﬂﬁ Cyber Becurity Policy — T6000

E ]

Az Company empioyeus, joint ventures, parinerships, and subsifiaries, as well as coniraciors, vandars,
agents, and thind parties shall areiect ICADA syslems as outllned in e poley.

urniess otherwize stalad In 3 Duke Enemy privacy siatement or policy, or Unkess oiherase prohibited by jocal
ixw, the Company fesenves the it o aoness, view, copy, change, delels and disciose any Dfommation a
SCADA sysies monios OF Ghores.

Actess to SCADA systems shall be determined by husiness need.

Apceck to SCADA data shalt b getarmined on 3 "need-fo-RRow” BIsts,

The conNdendlaity, Integrly, and avalanilty of all Company SCADA systems shall: de maintained through the

apptication of appropiiate sacurtty, monlionng, guatiy and access controls, legal and retondicen raquirements,
30d fecOoVEryY Processas 36 suttned in Company socunly standares.

Legisiative, requtalory requisements or giher legs) pbiagations shak memseﬂm

polley, ang subsequent and procedurss, except I C3seE whers Company poicy, stantands, of
procedures eauirs 3 higher el of sacurity.
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@.mme
W Energy.
Ruke Epergy Policy

1T 704~ Information Technology Frogram and Project
Management Policy

AppIicability:  AEEES 1o 4ha 1T Crasnisation

Criginater: Daettor T PO Resource Maragamant
Approval: Crigf information Officer
ApprovalDate: | ©iS22Z

Ravisian Data: 4713 2D8F

Revision Nog iR

Statement of Purpose and Philosophy:

The 1T 720 Information Tacheolsgy 1T Program and Projent Management Polizy reprasants Duke Erenge’s
samriimant 1o 3eieve sngaileroa it tha maragement of T programs ard pre2ots. Tha intent of this polier 2 10
crovidR 3 consistent sppreach 10 QRO ang proect mansgamant that s comolisnt with the Emerprizs Projsot
Yanagemantlertaral Txsefience prsctioes, The IT 700 Poliey, moipding the supesnting Stangards, Frocesses
3m2 Procedures, stall bethe govarring docum=anis o define tha mimimum mqwirements rmgading 1T crogmam
63 LIOIE0T MIERSTEMEN,

Program and profesy mansgement = sssential for 12 supgesshuldelivany of 1T sarvices, Tha Tofiowing prirciple
srovides the toundatan for this polioy:

Projaat Ueliverg - The {7 Organicziion wii Toliow 2 sirectyred program and proiest manzgement 30pmanh
o et and daliver on qustomersnpaciations whis achieving orosot sfbrercias and reponing Usrsparency.

1. Policy Expectations
2.1, Ar T FFM frzmvawork will be waed 10 manage the sxecutiog of IT programs and projiacts.

4

1.2, Al grogams ang projacts must show sxistence of the mandatory antifects ingsonrdanas with project
BV ISILISMERSS,

©:3. This pobioy 2pplies 138l T programs ard projecis wibin Doke Erergy,
% Roles and Responsibilities
2.1, Thigf lnfarmarion Oifiger
Tra Thisf Irformation Cificer {C10) 5 scooumabls for anzuring tre Wacyele managemant of this coficy

35 fafinad by the 1T Polioy Maragsment Slandsrd in adoition, the IO is sesponsibis for ensuring
pregrarts and proceEsses are e place foraffactive 17 proiBe? managamant.

[
&)

I7 Fragram ard Project Manzgement Funciion

The IT Program 303 Projzet Maragemarnt function pedodicafly monitors compiisnge and assessas the
sffectivanzes of tha PRU framework, 16 23diton, this funarion will provids talping, sssintansz and
procedursl nodaies,
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Duke Energy Policy

iT 700 - Information Technology Program and Project
Management Policy

Hanagar provites ferdback 1o the |7 Program and Project Mansgamart funetivnon progass
FEIONEMBMS,

. (T Prejeet Managsr

Tra [T Proizct Mansgar clans, sxecules, moniors, closes, repods, communicates andcansulls in s
manrar oonsisiant with the axpecistions dafirsd by the PFM framework. Inagddition, 1he 1T Proict
fanager orivdes Taecbank 40 1ha (7 Frogram ang Froject Management function on procsss
‘morovements.

IT Projeet Soonsor

Tee Srodest Booesdr provides prisct governsnes, searsight and suppat

. AT Funstional Managar

Th= Fuscliornsi Mansger snswres employsas snd costingsnt workars comply wih thasa requirements
23 appiicable tothadr aress of responsibiity.

3 Maenitoring and Compliznse

=,

pom

. Parsony partigipatieg in 1T pregram ar (T proiagt managamsnt iniatives s02 subizot 1o mositoring for

sampizrcevwih this policy, Visistlons of this poliey shach be spaned bo managemant for sppraprists
SOITRCThE JCTiN,
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Schedule S-4.2

DUKE ENERGY CORPORATION
DUKE ENERGY, INC.SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND
ORGANIZATION
HUMAN RESOURCE DEPARTMENT

Policy and Goal Setting

The Human Resources and Corporate Relations Department (Department) assists the
Company in achieving its business goals by planning for and facilitating the acquisition,
development and maintenance of an efficient and productive workforce.

The Department supports the corporate goals and objectives by developing policies, as
described in the Policies section of the Employee Portal. These policies describe the
Company’s position on key Human Resources (HR) and Management principles and are
further supported by the Duke Energy procedures and practices, also documented on the
Employee Portal.

The Group Executive and Department who has overall responsibility for Human
Resources with input from the HR executive team participates in strategic planning
meetings with corporate senior management. As a result of these meetings, the HR
executive team develops goals and objectives for the Department in support of the
overall business plans of the Corporation and individual business units. The goals are
developed in partnership with and reviewed with Duke Energy Corporation (Duke
Energy) officers to ensure alignment with Duke Energy goals.

The HR leadership group then develops goals and objectives that support those
developed in partnership with Duke Energy senior management. Departmental and
individual goals are evaluated and reviewed annually as a part of the performance
management process, which is used to determine annual salary adjustments.

The HR department’s sub-departments also engage in policy and goal-setting, as
follows:

Staffing and Recruiting- It is the policy of Staffing and Recruiting to select and employ
the best qualified available candidate to meet the specific competency requirements of a
particular job vacancy and Duke Energy’s general qualifications, while operating within
a balanced workforce initiative and company compensation guidelines, as well as the
legal requirements of local, state and federal agencies. Methods for selection and
placement of employees (i.e., qualifications and assessment methods) are set by
involving line department management. This group also analyzes workforce trends and
develops workforce staffing strategies to address workforce issues.




Organizational Development- It is the policy of Organizational Development to consult
with executive management and line departments to facilitate Leadership Succession
Planning and work with Duke Energy executive management to develop strategies to
address any gaps in the plan. Additionally, it is the policy of this department to facilitate
the implementation of Performance Management and Career Development processes in
departments and assist individuals in identifying personal career development plans

Learning and Development- It is the policy of Learning and Development to consult
with Duke Energy executive management and line departments to design and develop
non-technical training and organizational interventions which enhance the competencies
of the individuals and teams within Duke Energy.

Labor Relations- It is the policy of Labor Relations to foster positive relationships with
all unions without eroding Duke Energy’s ability to manage. It is the Department’s goal
to promote and improve the relations between Duke Energy and its union-represented
employees by honoring the spirit, as well as the terms and conditions, of the individual
collective bargaining agreements, while supporting Duke Energy management’s need to
adapt to changes.

Employee Relations and HR Risk Management- It is the policy of Employee Relations
and HR Risk Management to provide consultation services to Duke Energy
management and supervision to facilitate the development, retention, and consistent
administration of a quality and engaged workforce for current and future workforce
needs of Duke Energy. This includes supporting strategies and processes that ensure a
corporate environment that is free of bias, auditing employment practices and associated
programs to ensure fair application, and investigating Equal Employment Opportunity
complaints. This group coordinates our Affirmative Action Planning activities and
compiles and submits information in response to government and regulatory agency
requirements and requests. In times of downsizing and restructuring, this group is
responsible for developing and administering severance plans 1o assist employees in
transitioning to employment outside the company.

Total Rewards- It is the policy of Total Rewards to maintain an equitable wage and
salary administration program which provides payment of fair wages and salaries
competitive with those paid for similar positions in other companies and within the
indusiry in order to retain qualified employees and attract competent applicants. The
salary structure for management employees is reviewed on an annual basis, with the
review being guided by economic conditions, wage/salary trends, and market data.
Wage rate schedules for classifications represented by collective bargaining units are
made the subject of negotiations, with such negotiations being guided by these same
economic conditions and trends.

It is also the policy of this group to design and maintain benefits programs that are
competitive with the industry in order to attract and retain the employees necessary to
provide safe, reliable energy to our customers.



I

HI.

Iv.

Diversity and Inclusion Strategies- It is the policy of Diversity and Inclusion Strategies
to develop, implement and/or monitor programs, procedures and practices in the area of
diversity and work/life to support a respectful, inclusive and bias-free workplace.

Strategic Planning

The Human Resources group is involved in three categories of planning activities:
strategic, operations and budgeting. The Corporate HR business plan is developed by
HR executive management, which includes the Group Executive and HR Vice
Presidents reporting to the Group Executive. The HR business plan is developed to
support the Corporate and Business Unit plans. The HR Vice Presidents and their direct
reports develop operational plans that support and enable the HR business plan.
Programs which support the HR business plan and departmental plans and goals are
translated into resource requirements during the budgeting process conducted annually
during the fall.

Functional leaders within HR are responsible for developing long and short range plans
that support and facilitate the overall corporate objectives. Daily operational decisions
on functional matters are routinely made by functional leaders. Goals and objectives
which affect corporate policy or multiple departments are reviewed and discussed with
the Group Executive, with input from senior corporate management as needed.

The Group Executive attends the CEOQ’s staff meetings. Departmental and division staff
meetings are also held to communicate Human Resource employees’ progress toward
company and department goals and objectives.

Organizational Structure

The Group Executive reports to the Chairman, President and Chief Executive Officer
(CEO). The Group Executive’s organization includes Human Resources, Enterprise
Sustainability, Corporate Communications and dotted-line accountability for
Environment, Health and Safety and the Duke Energy Foundation. Human Resources
encompasses several groups including: 1) Total Rewards; 2) Employee Relations and
HR Projects; 3) Talent Management and HR Consulting; and 4) HR Operations. Each
area is led by a functional leader who reports to the Group Executive, Human
Resources.

Organizational charts for the department are attached as Exhibit HR-1.
Responsibilities
The overall goal of Human Resources is to assist Duke Energy in achieving its business

goals by planning for and facilitating the acquisition, development and maintenance of
an efficient and productive workforce, under conditions which foster positive employer-



employee and union relations and which conform to the legal requirements imposed by
local, state, and federal governments, as further described below:

Staffing and Recruiting- This group is responsible for maintaining a centralized and
standardized recruitment, selection, testing and placement process to assure an adequate
number of employees with the required competencies and general corporate
qualifications. The department is also responsible for administering internship and co-
op education programs, as well as the internal job posting system.

Organizational Development- This group consults with executive management and line
departments to create climates conducive to Leadership succession planning and career
planning and consults with individuals for the purpose of clarifying career aspirations,
assessing personal strengths and weaknesses, and establishing career objectives and
strategies.

It also coordinates the corporate performance management system.

Learning and Development- This group consults with line management to provide
supervisor, management, professional and team development activities

Labor Relations- This group is responsible for planning, organizing and managing the
overall relationship between Duke Energy and its umions, negotiating collective
bargaining agreements, coordinating consistent inter-department administration and
interpretation of all labor-management agreements, and representing Duke Energy’s
position in the final stages of the grievance, arbitration conciliation and/or mediation
process. This department also assists line management in policies conceming the
coaching, counseling, and disciplining of the union-represented workforce.

Employee Relations and HR Risk Management- This group is responsible for providing
consultation services to Duke Energy management and supervision to facilitate the
development, retention, and consistent administration of a quality and engaged
workforce for current and future workforce needs of Duke Energy. This group also
audits employment practices and programs to ensure fair application, and investigates
Equal Employment Opportunity complaints. The group coordinates our Affirmative
Action Planning activities and compiles and submits information in response to
government and regulatory agency requirements and requests. In times of downsizing
and restructuring, this group is responsible for developing and administering severance
plans to assist employees in transitioning to employment outside the company.

Total Rewards- The Health and Wellness team within the Total Rewards group is
responsible for designing and delivering competitive health benefits to employees, as
well as designing and delivering wellness programs, disease management programs and
other health management programs to control health care costs.

The Compensation team within the Total Rewards group is responsible for ensuring a
competitive compensation system for all employees. Included in this team’s



responsibilities is the preparation and analysis of market comparison studies of industry
and geographic current practices. The Retirement and Executive Rewards team is
responsible for ensuring a competitive Retirement benefits program for all employees,
as well as a competitive executive compensation system for executives.

Diversity and Inclusion Strategies- This group is responsible for facilitating the creation
and support of a culture that is inclusive and diversity-friendly. The guiding principle,
which supports Duke’s diversity performance initiative, is as follows:

“Duke will create an organization where no individual or group of individuals is
advantaged or disadvantaged because of race, color, national origin, ethnicity,
gender, age, religion, citizenship, sexual orientation, physical ability, tenure or
any other cuifural or corporate classification. Reaching this goal will assist Duke
in maximizing revenues and eamings growth, ensure customer satisfaction by
providing excellent service, and align itself to meet and exceed its competitive
challenges.”

Business Partners- The Business Partners are designated to support functional areas. As
HR generalists they are responsible for consulting with executive and line management
on a broad range of HR issues. Additionally, they facilitate the implementation of HR
policies and procedures and serve as a liaison between their functional department and
Human Resources.

Practices and Procedures

Practices and procedures of Human Resources are organized by department and group.
They are described below:

Staffing and Recruiting

e Developing and conducting recruitment programs for professional employees
through college campus recruiting and coordinating a cooperative education and
intern program;

e Developing and maintaining recruitment contacts with state and local
employment organizations and area schools to ensure an adequate source of
nonexempt employment applications;

e Maintaining employment applications via an electronic system in order to
identity candidates for available positions;

e Screening and testing applicants and employees in order to determine their
suitability and capability for particular positions; and

¢ (Coordinating the internal exempt and nonexempt job posting systems.

Organizational Development
s  Administering a Performance Management System for non-union employees in
order to assist employees in improving their individual performance, and to
provide a means for evaluating job performance and the attainment of corporate



goals for salary administration. Providing coaching and counseling for
employees seeking career opportunities;

Providing consultation to departments in providing the climates and resources
conducive to career development;

Administering the Employee Opinion Survey and providing  analysis and
trending of results with recommendations for actions to address the negative
trends;

Conducting career coaching and counseling training programs; and

Assisting and coordinating the succession planning <fforts for mid-level and
executive management positions.

Learning and Development

Administering company-wide non-union employee development programs in
order to manage and develop the human resources of the Company which are
vital to its long-term survival,

Assisting the operating departments in employee skills training by providing
equipment and staff consulting resources.

Labor Relations

Planning, coordinating and supervising the conduct of labor negotiations so that
the management negotiating committee has the necessary information to
negotiate a fair and equitable agreement;

Administering the collective bargaining agreements and advising management
on contract interpretation questions to assure fair and uniform application;
Facilitating the job evaluation committees and administering the job evaluation
systems for all job classifications represented by a union;

Advising management on the grievance procedure and administering the
grievance procedure from the third-step through arbitration to assure fair and
equitable resolution of employee disputes. Providing labor relations training to
supervisors, as required; and

Providing consistent and defensible counsel to management employees in
matters of discipline and labor relations policies.

Employee Relations and HR Risk Management

Designing and developing procedures to guide management in the
implementation of the HR Policies in the areas of affirmative action, work life,
fitness for duty, corrective action, diversity, workplace security, preventing and
addressing harassment, the development of employees, etc.;

Responding to federal government requests for information, as well as similar
state level requests (i.e. EEOC charges, OFCCP audits, DHEC complaint, etc.);
Coordinating the investigation and resolution of EthicsLines issues, Recourses,
etc.; :
Ensuring an effective HR compliance program by identifying, monitoring, and
mitigating risks associated with employment law compliance, internal controls
and management e¢ffectiveness;
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Providing Medical and EAP services (medical portion of the overall safety
program, FFD program, management referrals) to ensure compliance with
various OSHA and NRC programs and to provide assistance to managers and
employees in dealing with workplace problems; and

Advising management on the best methods to manage their human resources as
assets (i.e. program development and administration) and on the individual
basis) i.e. application of the corrective action procedure to a particular situation).

Total Rewards

Managing the administration of market pricing and job titling procedures;
Supervising and administering the application of general wage rate and salary
changes for all employees;

Coordinating and administering the Annual Incentive Programs for all
employees;

Preparing statistical data for negotiations. Administering and preparing wage,
salary and fringe benefit surveys and other statistical reports as required for
Duke Energy and governmental agencies;

Designing, implementing and maintaining a comprehensive benefits program
health and wellness program that is competitive with comparable utilities and
local industries and that provides internal equity in a cost effective manner; and
Communicating to and educating employees so that they are knowledgeable
about the benefits available to them and providing a centralized corporate source
for responding to employee questions and problems.

Diversity and Inclusion Strategies

Advising and supporting business partners on recruitment, retention and
advancement strategies to ensure equal opportunities for all employees;
Designing, facilitating and supporting continuing diversity education and
awareness.

Researching and providing information on diversity and work/life best practices
and emerging trends; _
Consulting with and providing business partners with solutions to create an
inclusive performance-based environment;

Creating and promoting opportunities for employeces to assume individual
responsibility for diversity culture change;

Facilitating, integrating and supporting diversity communications; and
Developing and maintaining key relationships to promote and support
community development and inclusion and identifying opportunities for
collaboration with the company’s diversity performance initiative.

Decision Making and Control

Daily operational decisions on departmental matters are routinely made by the
department functional leads. Decisions affecting corporate policy or multiple
departments are reviewed and discussed with the Human Resources Policy Committee
of the Board of Directors and the President or involved Officers, as required.

7
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The Group Executive attends the CEQ’s staff meetings. Appropriate pending decisions
regarding policies and programs on corporate matters are reviewed and discussed.
Department and division staff meetings are held after the Officer staff meeting to
communicate corporate matters and decisions and to monitor the impact of decisions.

The Human Resources Advisory Council, consisting of representatives from executive
line management, reviews and provides feedback on pending HR policy or program
changes that affect multiple departments. In addition, informal discussions routinely take
place for decision making with officers and other appropriate internal customers.

Internal and External Communication

Face-to-face internal communications within the individual business units occur
frequently during the work day. Communications on topics relevant to other groups also
occur in person daily. External communications with other departments are normally on
a personal basis or by phone in order to provide the necessary services to the
department. Significant changes occurring within the respective business units are
reported at staff meetings. Topics which apply to the entire organization are
communicated through various corporate communication vehicles, such as the corporate
portal, emails and targeted direct mailings addressing pertinent human resource issues.
Human Resources Communications, in conjunction with Corporate Communications,
develops the appropriate materials and distribution methods to communicate pertinent
HR information. Decisions on grievances, arbitration proceedings and significant issues
affecting employees are communicated to the unions in writing.

External communications also consist of oral communications with counterparts in other
utilities, questionnaires, surveys, and participating in and atiending professional
association meetings, seminars and workshops and industry committee meetings. Other
external communications consist of direct contact with human resources counterparts in
other companies, as well as the governmental agencies.

Goal Attainment and Qualification

All non-union employees receive an annual performance appraisal review from their
reporting manager. During this review meeting, individual goal achievements are
cvaluated. Salary adjustments are dependent, in part, on achievement of established
goals. The following are examples of performance indicators that provide management
of the department with an indication of the quantity and quality of work being
completed by the various work umnits:

Organizational Development

‘Staffing and Recruiting- Performance is measured by evaluating the number of

employees recruited and hired in comparison to the number of job openings, and the
time needed to fill the job vacancies, as well as customer evaluation of services.



Organizational Development- Performance is evaluated by the timeliness and
effectiveness of the performance appraisal process and internal customer feedback
questionnaires on services, which are administered annually.

Training and Development- Performance is evaluated by the actual cost and days of
training delivered as compared to the budget plan. The training evaluation
questionnaires are used regularly to monitor the value and effectiveness of the programs.

Labor Relations- Performance is measured by internal customer feedback questionnaires
regarding services. The surveys are administered throughout the year. The number of
hearings and investigations related to third-step grievances, neutral arbitration cases, and
the timeliness and persuasiveness of written Labor Relations communications are further
gauges of performance.

Employee Relations and HR Risk Management- Performance is measured in several
ways, including employee productivity measurements or forced tumover ratios and
resulting employee action, the number of complaints, both from an EEO compliance
standpoint, as well as union, non-union, or potential harassment concerns that are
successfully handled to resolution. Other measures include timely responses to various
agency requests for reports, including Affirmative Action Plans and Compliance
Reviews, Employee Opinion Survey results and trends, as well as internal and externat
audits of Medical Services.

Total Rewards- General performance indicators of the Compensation and Benefits
Group are derived by reviewing wage and benefit surveys among utility companies, as
well as local, regional and national industry positions to ascertain the Company’s
position in the wages and benefits arca. Benefit program costs such as health care costs,
are monitored for delivery trends and carrier performance. Performance of programs is
also evaluated by the number of employees who use the services and feedback from
internal customers and employees. '

Diversity and Inclusion Strategies- Performance can be measured based on the number
and nature of internal and extemal complaints or grievances relative to hiring,
promotional and developmental opportunities and the quality of interpersonal
relationships and dealings with others. Training evaluations and other feedback are other
means for measuring performance, along with any local, regional or national recognition
of the company’s diversity and work/life practices.
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Schedule S-4.2

DUKE ENERGY CORPORATION
DUKE ENERGY OHIO, INC,
SUMMARY OF MANAGEMENT POLICIES, PRACTICES, AND ORGANIZATION
SUSTAINABILITY DEPARTMENT

L Policy and Goal Setting

The Sustainability Department supports the corporate policies and procedures that are
provided to Duke Energy Corporation (Duke Energy) employees through the portal.
New and revised policies, as well as reminders regarding existing policies, are
communicated via electronic mail and regular staff meetings.

The annual goals and objectives of the Sustainability Department are designed to
support the annual goals and objectives contained in the Duke Energy Enterprise
Strategy. Goals for the department are developed using a participative process and are
reviewed and approved by the Group Executive, Human Resources & Corporate
Relations.

The Sustainability Department also collaborates with other internal departments to
develop sustainability goals for Duke Energy. These goals are designed to address the
critical environmental, social, and economic opportunities and risks facing Duke
Energy today and in the future and are reviewed and approved by the Chairman,
President, and Chief Executive Officer and Senior Executive Management.

I1. Strategic Planning & Long Range Planning

Strategic planning in the department begins with a review and understanding of Duke
Energy’s strategic plans. The department’s plans are also informed by best practice
research, workshops, conferences, and benchmarking information. Additionally,
external sources are monitored for emerging issucs that could have a significant
impact on Duke Energy. Regular staff meetings are held to discuss pending issues and
to decide what items require attention and the timeframe under which the issue is to
be addressed. Where appropriate, outside consultants assist in the development of
plans and programs.

I, Oreanizational Structure

The Vice President of Sustainability reports directly to the Group Executive, Human
Resources & Corporate Relations. Direct reports of the Vice President of
Sustainability work in support of sustainability and issues management.

The organizational chart for the Sustainability Department is attached as Exhibit SD-
1.
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Responsibilities

The Sustainability Department, under the general direction of the Vice President of
Sustainability, has responsibility for leading Duke Energy’s Sustainability initiatives.
The Sustainability department works with departments across the organization to
develop and implement sustainability goals and plans. It is also responsible for
tracking progress on these goals, communicating this progress internally and
externally, conducting sustainability research, building Duke Energy’s culture of
sustainability, leading sustainability-related projects, and interfacing with the socially
responsible investment community and other key non-governmental organizations.
The work of the Sustainability Department, is intended to influence Duke Energy to
strike a balance across the needs of customers, shareholders and the environment.

Practices & Procedures

As a matter of daily business, the /Sustainability Department is continuously
analyzing external and internal developments for their potential impacts on
sustainability. Department personnel maintain close working relationships with nearly
all areas of the organization to facilitate knowledge exchange and the development of
new/changed initiatives where warranted. Weekly Sustainability Department staff
meetings are held to share information, discuss issues, and integrate efforts across the
Sustainability Department. Weekly update reports are also provided to the Vice
President of Sustainability and ad hoc communications occur on a daily basis.

The Sustainability Leads network consists of leaders throughout Duke Energy who
provide leadership for their departments’ sustainability initiatives. The Sustainability
Corps, whose members are nominated by their departments’ leaders, create and
coordinate implementation of sustainability projects. Both the Leads and Corps’
receive training and support from, and report resulis to, the Sustainability
Department. Many of the Sustainability Corps projects result in cost reductions that —
all else equal — lower thecost to serve customers.

Decision Making and Control

Day-to-day decision making within the Sustainability Department is generally
delegated to members of the department, with major decisions rolling up to the Vice
President. Legal counsel is consulted on an as-needed basis. In addition to staff
meetings, informal discussions are held frequently with the department’s employees.

The level at which decisions are made and the amount of control exercised depends
on the potential effect of each decision. All employees are apprised of their
responsibilities and authority and are expected to make decisions within the
parameters of that authority and report their results to the next level of supervision as
appropriate. :
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Internal and External Communication

The Sustainability Department produces a variety of internal employee.
communications materials and information on Duke Energy’s sustainability programs
is maintained on the employee portal. The Sustainability page on Duke Energy’s
website provides information on its sustainability programs. An annual sustainability
report is produced for the many stakeholders who are interested in Duke Energy’s
economic, environmental, and social performance. The process used to develop the
report is audited by Corporate Audit Services to ensure data included in the report on
a sample basis is accurate. The Sustainability Department also works closely with the
Corporate Communications Department to issue news releases as appropriate.

Goal Attainment and Qualification

Performance is evaluated on an individual basis throngh annual review of how well
each employee met theirkey accountabilities and goals. Successful completion of
tasks within specified timeframes, achievement of objective and subjective goals, and
internal customer satisfaction are used as evaluation criteria.

Departmental level goals are also used in addition to individual and corporate goals in
the employee short-term performance program. At the end of the calendar year, the
Vice President of Sustainability submits supporting evidence and reports on whether
or not each of the department goals was met. The Group Executive, Human
Resources & Corporate Relations assesses whether each department goal was met and
if the goal is deemed to be met, to what extent (minimum, target, maximum).
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DUKE ENERGY CORPORATION
DUKE ENERGY OHIO, INC.
SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION
RETAIL CUSTOMER PRODUCTS AND SERVICES (RCPS)

Policy and Goal Setting

Retail Customer Products and Services (RCPS) supports all established Duke Energy
policies through department directives, procedures and practices. In addition, policies
issued by the Federal Energy Regulatory Commission (FERC), state regulatory
commissions, and Duke Energy’s Code of Business Ethics (CoBE) are documented,
supported, and followed within the RCPS organization.

Policy making is driven at the department level, primarily through the Customer
Systems and Processes (CS&P) and Customer Strategy and I[nnovation (CS&I) groups.
CS&P and CS&I gather input from the other areas of RCPS and also seek input from
key internal stakeholders outside of RCPS such as Gas Operations, Meter Operations,
Meter Reading, Service Delivery, Power Delivery, and Information Technology.
Information is also gathered from external sources such as other utilities, vendors,
government agencies and “best practice” companies. Collaborative policies are
established that make the RCPS business more efficient and cost effective.

Departmental policies are normally communicated to the leadership teams at
department staff meetings and then shared with the appropriate level of employees in
smaller group or individual meetings to ensure understanding of the policies and their
importance in relation to serving customers and in maintaining compliance. Policies
and procedures are documented and made available in manuals, on the RCPS and
Duke Energy portals, and in various knowledge management tools.

RCPS develops an annual business plan that describes, for a three-year planning
period, the activities required to support the U.S. Franchised Electric & Gas
(USFE&G) strategy, most directly by offering valued products and services and basic
customer services while maintaining regionally competitive rates. This plan outlines
the resources nceded to support basic operations (billing, customer contact,
communication, service, etc.) and the positioning of products and services as enabled
by technology and other assets. Key issues that could impact the organization are
identified and strategies to mitigate risks associated with the issues are outlined.

The RCPS leadership team conducts a monthly review of business plan progress and
objectives. RCPS leadership also reviews progress with the Chief Executive Officer
and other executive leadership on an as-needed basis.
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Strategic Planning

In developing the RCPS Business Plan, RCPS leadership reviews corporate
objectives as well as customer and employee feedback to define initiatives that are to
be accomplished over a period of eighteen (18) to thirty-six (36) months. The
business plan includes prioritized action steps to achieve the initiatives. as well as
milestones and timelines to support success.

An cxample of a strategic initiative within the RCPS Business Plan is the Customer
Information System (CIS) Strategy, which details Duke Energy’s approach for
supporting RCPS business functions. In addition, the current RCPS technology plan
details various technology enhancements that will take place in 2012 and 2013 to
serve customers more efficiently and effectively.

Another example of strategic planning is the use of customer transactional surveys by
Call Center Operations to guide development of additional services that Duke Energy
can use to improve service and reduce costs. As customer data is analyzed, results
and recommendations are developed; thereafter, decisions are made and factored into
the strategic plan.

A final example of strategic planning is the grid modernization strategy, which
focuses on five key strategic areas: regulatory, customer engagement,
communications, systems, and business partnerships. The grid modernization
program’s strategy and planning organization provides an integrated strategy and
roadmap that defines comprehensive efforts throughout Duke Energy’s jurisdictions,
as well as corporate-wide efforts. This integrated strategy and roadmap are the basis
for project prioritization and funding.

Organization Structure

RCP is led by a Senior Vice President who reports to the Chairman, President, and
Chief Executive Officer of Duke Energy. The department is divided into seven areas:
Call Center Operations; Customer Systems and Processes; Revenue Services; Smart
Grid Innovation and Energy Systems; Large Business Customers; Marketing and
Customer Experience; and Customer Strategy and Innovation. Each area is led by a
vice president who reports directly to the Senior Vice President.

The organizational chart for Retail Customer Products & Services is attached as
exhibit RCPS-1.

Responsibilities

The major responsibilities of RCPS include the following:

Call Center Operations



Call Center Operations manages the following responsibilities:

Handle customer inquiries made via telephone, e-mail, fax, etc.;

Resolve residential and small/medium business customer transactions related to a
wide variety of billing and service matters, adjustments, and gas/electric trouble
calls;

Handle requests from builders and contractors regarding preliminary gas and/or
electric service matters such as inspections, new meter installations, etc.;

Complete or route general inquiries made via publicly-published telephone and
web communication channels; and

Resolve exception inquiries and requests (e.g., police/fire.)

Revenue Services

The Revenue Services area performs the following functions in Duke Energy’s retail
TevVenue process:

Billing

Render timely and accurate bills;

Resolve usage/billing exceptions accurately and timely, including the daily and
monthly validation of digital meters;

Support other departments with billing information necessary to aid in resolving
customer inquiries;

Maintain proper controls to ensure all accounts are billed as scheduled.

Credit & Collections

Establish and implement credit and collection policies, in compliance with state
regulatory requirements’

Take action on past due accounts;

Investigate and initiate billing and collection actions in cases of fraud and meter
tampering;

Administer percentage of income payment plan (PIPP), medical certification
and life support programs;

Maintain proper controls to ensure all accounts are identified, secured, notified,
and collected; and

Work with Public Utility Commission of Ohio and Ohio Consumers’ Counsel
(0OCCQ) to provide required reports such as the Customer Information Reports
(CIR) and PIPP metrics reports.

Payments

Process and apply payments to customer accounts in a timely manner
Validate that system controls operate appropriately and effectively
Administer, apply, and collect agency payments (vouchers, PIPP intents, etc.)
Manage pay agents who collect customer payments at local retail locations



Controls and Reporting

Maintain proper account records and controls to ensure the integrity of reported
gas and electric usage,

Provide accurate and thorough reporting and control processes to all
departments supporting billing, payments, receivables, and other financial
activity,

Update and maintain all rate, rider, and billing system tables used to calculate
billing and report revenue;

Monitor and maintain billing system processes, parameters, and security to
ensure adherence to internal guidelines and external regulations/compliance;
Manage business relationships with gas and electric suppliers participating in
Duke Energy Ohio’s Customer Choice programs; and

Perform Customer Choice back office operations.

Marketing and Customer Experience

The Marketing and Customer Experience performs the following functions:

Identify, evaluate, approve, implement, and maintain new customer products
and services;

Review and monitor existing products and services to ensure ongoing viability;
Manage customer satisfaction and work with the RCPS leadership to analyze
data and determine customer improvement initiatives;

Handle escalated complaint inquiries that are referred by Call Center
Operations; and

Coordinate a cross-functional Customer Satisfaction Council focused on
evaluating results of customer satisfaction and determining improvement
recommendations,

Customer Strategy and Innovation

Customer Strategy and Innovation performs the following functions:

Advise the RCPS organization on regulations related to energy efficiency,
demand response and other retail customer programs’

Analyze retail program design, regulatory filings, and portfolio planning;
Coordinate long-term planning for RCPS;

Monitor developments in the retail energy marketplace to identify potential new
offers for consideration; and

Provide department financial planning and reporting.

Large Business Customer

The Large Business Customer organization provides customer service and customer
relationship management and planning for Duke Energy’s largest manufacturing,
commercial, and institutional customers. This involves joint business and strategic
planning to achieve enhanced energy efficiency.



Smart Grid and Energv Systems

Duke Energy’s Smart Grid Program is designed to enhance the distribution network by
installing intelligent devices and automated components to reduce the cost of sending
and receiving usage information to better manage demand. Additionally, the program
serves as a platform for providing energy efficiency products and enhanced customer
services. The Smart Grid program began in 2008 and extends through 2017; it is the
largest initiative underway within RCPS. The Smart Grid Program performs the
following functions:

¢ Install open, interoperable two-way communications networks;

o Install automated metering infrastructure for all electric customers;

o Install advanced distribution automation applications (e.g., energy management,

customer load control, distributed resource control); and
* Develop dynamic pricing programs (e.g., time-of-use, critical peak pricing).

Customer Systems and Processes

Customer Systems and Processes ensures that the most cost-effective measures are taken,
technologies are scalable for future growth, and the centralized approach to business
improvement drives efficiencies. Customer Systems and Processes performs the following
functions:

¢ Continually evaluate systems and technologies used throughout the organization
to ensure systems and tools support the business efficiently and effectively;

o  Work with key stakeholders throughout the organization to identify business or
system inefficiencies and to research and evaluate technology needed to improve
business processes;

e Operate RCPS Project Management Office to prioritize and manage RCPS
initiatives, using established project management methodology; and

e Coordinate and support customer contact channel technology and provide
business quality assurance including pre-deployment and installation testing.

Practices and Procedures

RCPS develops operating procedures with supporting input from departments with
which RCPS interacts. These departments include Meter Operations, Regulatory
Compliance, Legal, Finance, Corporate Communications, Information Technology, Gas
Operations, and Meter Reading. Operational procedures are provided to office and field
workforces. Day-to-day operational decisions are made by the respective leadership as
these decisions affect normal operations.

Unusual problems and events not covered by existing procedures are discussed with
department leadership, who inform other company leaders of the impact on overall
operations. Changes are documented accordingly.
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Decision Making and Controls
Day-to-day decisions, as they pertain to the various jobs in RCPS, are normally made by

the employees performing the work; guidelines arc in place to assist employees.
Guidelines are communicated to employees through online or printed manuals and
departmental procedures. Each management level has a specific delegation of
authority for approving business transactions. Employees” decisions are supervised to
ensure decisions are consistent with policies and procedures. Decisions requiring
additional levels of approval are escalated to appropriate levels of management within
and outside RCPS leadership.

The following examples iliustrate controls that assist the department supervisory staff in
determining that various systems and procedures function properly:

e The Call Center telephone system generates reports that enable leadership to
tabulate each customer representative's activities. In addition, Call Center
supervisors measure group productivity and effectiveness with this data;

¢ An employee must have documented approval from their supervisor to make an
adjustment that is beyond the employee's authority including adjustments to a
customer’s accounts;

¢ Controls exist that limit customer system access to authorized users;

e Scheduled work is monitored for timely completion or escalated follow up.
Examples include customer meter move orders and gas/electric trouble calls;

o All new system code releases must be tested and approved prior to release;

e Sarbanes Oxley controls are in place for any systems/processes that affect
payments to/from customers and financial reporting;

e Project Governance requires all RCPS projects to have business case
justification and approval before starting. The Project Management Office
provides industry standard PMO controls similar to those suggested by the
Project Management Institute (PMI). The PMOs exercise governance, control
and oversight across multiple business units and divisions that have key roles
in the execution of program initiatives;

e The Smart Grid PMO change control process is specifically responsible for
coordinating the program scope, schedule, budget, and all state and federal
Department Of Fnergy American Recovery and Reinvestment Act reporting
documents.

In addition, various internal manual and electropic systems enable the department to
develop better workforce performance measures and to utilize the system to identify
training opportunities.

Internal and External Communication

RCPS communicates with employees through meetings, e-mail, the Duke Energy portal
and its department sub site, This Week @ Duke Energy newsletter, state president
updates and written procedures. In addition, bulletin boards are strategically located
throughout the department. Periodically, department and Duke Energyleadership
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conducts meetings to provide employees with important information and to have open

dialogue with employees.
External communication occurs through a variety of channels including the
following:

e Letters to customers;

¢ Bill messages/inserts;

o Media (TV, radio, newspapers, publications, etc.);

» Attendance at public hearings and meetings;

e Presentations at community meetings, agencies, rotary clubs, and city council

meetings;

Volunteer work in the community;

Membership in professional and civic organizations;

Electronic communications (e-mail, web, Facebook, Twiiter, etc.);
Automated Phone Service;

Telephone contact;

Contact with regulators and other agencies at our Ohio Collaborative meetings;
and

* Focus groups.

Goal Attainment and Qualification

RCPS actively monitors and measures the success of Duke Energytoward delivering
on key objectives. Financial and operational results for all of the RCPS functional
areas are measured. These measures are intended to be flexible and change as
business drivers change.

In addition, RCPS uses various statistical reports as a means of measuring department
operational effectiveness. Some of the reports serve the dual purpose of measuring goal
attainment as well as being control devices.

Many process improvement initiatives are driven by the results of various customer
satisfaction surveys. Most surveys ask customers to rate Duke Energy on a scale of 1 to

10 and scores are measured based on responses.

Residential Transactional Survey

Telephone interviews are conducted with residential customers who contact Duke
Energy for the following transactions: Turn on, transfer, turn off electric service; report a
power outage; pay their Duke Energy bill (all forms of payment except payments
received in the mail); or call Duke Energy with a billing question. A third-party
company contacts the customer within three days of the completed transaction. The
surveys measure overall satisfaction with the experience.



Residential Relationship Survey

- A third party conducts monthly telephone interviews with a random sample of
residential customers who are asked to rate their overall satisfaction with Duke Energy.
The results of the overall customer satisfaction score, along with the customers’
responses to questions regarding drivers of customer satisfaction (e.g., reliability, price,
customer contact, billing, communications, company image), are reported.

Small Business Relationship Survey

A third party conducts monthly telephone interviews with a random sample of small
business customers (defined as an account that is not associated with an assigned
customer account representative and has a contract KW < 500). Customers are asked to
rate their overall satisfaction with Duke Energy. The results of the overall customer
satisfaction score, along with the customer’s response to questions regarding drivers of
customer satisfaction {e.g., reliability, price, customer contact, billing, communications,
company image), are reported.

Key Accounts National Benchmark (KANB) Survey

A third party conducts telephone interviews with Large Business Customers. The
sample includes manufacturing customers, large hospitals and four-year universities
with a demand of approximately 3 MW or greater. Duke Energy’s overall satisfaction
score is measured as the percent of customers responding with an 8, 9, or 10 on a 10-
point scale and is ranked with approximately 52 other utilities.

Major Account Survey
This survey is conducted within RCPS. The sample for the Major Account Survey
includes large business customers that do not meet the criteria for the KANB study.

Major Account customers are emailed an invitation to participate in an online survey.

J.D. Power and Associates Surveys

J.D. Power performs an annual study of gas distribution residential customer
satisfaction. Duke Energy Ohio, Inc. (Duke Energy Ohio) participates in each of these
annual studies, and the satisfaction results indicate that Duke Energy Ohio is doing a
very good job of consistently providing high-quality customer service.

The J.D. Power residential electric customer study, established in 1999, calculates
overall customer satisfaction based on six performance areas: (1) company corporate
citizenship image; (2) price; (3) power quality and reliability; (4) billing and payment;
{5) customer service, and 6) communications.



For 2011, the most recent residential customer study, Duke Energy Ohio
outperformed the Midwest region average for customer service and corporate
citizenship.

The gas study measures customer satisfaction based on six performance areas: (1)
Company image; (2) price and value; (3) billing and payment; (4) customer service;
(5) field service; 6) communications. The study ranks large and midsize utility
companies in four geographic regions: East, Midwest, South and West. Duke Energy
is ranked in the midsize utility segment customers. In the years that the J.D. Power
residential gas study has been conducted, Duke Energy Ohio’s scores in overall
satisfaction have outperformed the scores of the Midwest region average on company
image; price and value; billing and payment; and customer service.

RCPS uses other methods to formally and informally quantify and monitor customer
service and operational performance. Examples include Call Center quality
assessments, technology system incident reports, Call Center productivity reports,
social media metrics reports, and technical health reports.
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DUKE ENERGY CORPORATION
DUKE ENERGY OHIO, INC.
SUMMARY OF MANAGEMENT POLICIES, PRACTICES & ORGANIZATION
LARGE BUSINESS CUSTOMERS DEPARTMENT

Policy and Goal Setting

The mission of the Large Business Customers Department is:

[Tlo work safely every day and enhance the satisfaction
and success of Duke Energy’s largest manufacturing,
commercial, and institutional customers by providing
superior energy products and services and delivering
sustainable earnings growth for the company.

The Large Business Customers Department (Department) implements plans and
strategies that increase customer satisfaction, strengthen relationships, and
enhance Duke Energy Corporation’s (Duke Energy) image with large business
customers, as well as helping these customers utilize energy more effectively and
efficiently in their operations. Large Business Customers’ Account Executives,
Account Managers, and Account Associates (Account Managers) leverage a
proactive planning process to identify customer and stakeholder needs and
coordinate with other departments to deliver cost-effective service and solutions.

Department policies and approval levels align with corporate policies and objectives.
All purchases, expenditures, and transactions comply with Duke Energy’s Approval
of Business Transaction Policy. Compliance with policies, either corporate or
departmental, is everyone's responsibility. Compliance is measured in various ways,
including cost reports for tracking budget performance, schedules to track project
milestones, and performance appraisals to measure performance in meeting goals.
In addition, it is the responsibility of management at all levels to audit its operation
for compliance.

Department goals support Duke Energy Ohio, Inc. (Duke Energy Ohio) priorities
and align with the broad objectives established at the corporate level. Individual and
team goals are set annually through a process that identifies weighted goals and
measures at the beginning of the year, combines these substantive goals with
behavioral goals and corporate financial goals, and includes an evaluation of
achievement at the end of the year.

Participative management techniques are used to allow employees affected by
Department goals an opportunity to contribute to discussions and review of the
goals, measures, and plans. Final approval of the goals and policies rests with the
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senior management involved, but it is understood that successful implementation of
any policy or goal can be assured only through the support of those involved.

Strategic Planning

Strategic planning is coordinated between the Vice President, Large Business
Customers, the Managing Director of Marketing and Customer Experience, and the
Managing Director, Large Business Customers. Planning involves structured input

“and feedback from senior management and staff members from Retail Customers

Products and Services, Customer Strategy and Innovation, and Marketing Strategy
and Products. Regular staff meetings are held to discuss pending issues and to
decide what items require attention and the timeframe under which issues are to be
addressed. Each staff meeting begins with a Safety Minute, in which one staff
member will present a safety topic. In conjunction with the development of annual
individual and team goals, resources are directed toward the overall corporate goals
as developed by executive management. Feedback from customer satisfaction
surveys and employees is used to identify major internal and external issues and to
develop response mechanisms. In addition, previous programs are reviewed and
budget resources are reallocated to meet those needs for the following year that have
been identified as having priority.

Organizational Structure

The Department is led by the Managing Director, Large Business Customers, and is
divided into Account Management and Technical Services. Seven account managers
are assigned to the roughly 350 largest commercial, industrial, and institutional
customers. Account Managers are assigned to customers based on vertical market
segments so that each Account Manager can develop expertise in how particular
types of customers utilize energy in their operations.

Technical Services Specialists are assigned on a geographic basis, North, Central
and East, and South, so that they can develop expertise in how the electric and gas
systems for a particular geographic area are planned, designed, and operated.

The organizational chart or the Large Business Customers Department is attached as
Exhibit BR-1.

Responsibilities

The Large Business Customers Department responsibilities are:
e To manage, lead, direct, facilitate, coordinate, and represent Duke
Energy’s presence among the roughly 350 largest commercial, industrial
and institutional customers;

o To provide cost-effective and reliable external/internal customer service to
customers and communities;
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» To facilitate and expedite the resolution of local, complex customer issues
and problems while maximizing business opportunities;
To help customers use energy more effectively in their operations;
To help customers identify energy efficiency opportunities and manage
the administration of Duke Energy’s energy efficiency programs on behalf
of customers; and

+ To serve as a liaison with customers by building meaningful relationships.
Collaborate, facilitate and interface regularly with other internal
departments to provide key data and information to help our large business
customers to be successful; keep large business customers informed
during storms and other emergency situations.

Practices and Procedures

Departmental personnel maintain close working relationships with assigned large
business customers, as well as all areas of Duke Energy, and work with appropriate
Company personnel to assist large business customers with service delivery,
reliability, power quality, billing, and energy efficiency matters.

Each Account Manager develops a Customer Business Plan for each of their largest
assigned accounts. The Customer Business Plan sets out the matters that are most
important to the customer, and identifies plans for improving customer service and
energy efficiency specific to the assigned customer. The Account Manager reviews
the Customer Business Plan with the respective customer at least annually.

When a customer contacts the Account Manager on a technical service matter, such
as requesting a scheduled outage for customer equipment maintenance purposes, the
Account Manager will assign the work to the geographically-assigned Technical
Services Specialist. The Technical Services Specialist will then coordinate resolution
of the customer request with the appropriate Power Delivery or Gas Operations
personnel.

Technical Service Specialists also proactively monitor and study the reliability of
the service provided to large business customers.

Department Management meets one-on-one monthly with the Account Managers
and Manager of Technical Services to review progress towards goals and strategies
for achieving goals.

Decision Making and Control

Departmental decision-making and control are based on department goals and input
from other departments. The Department is involved in both proactive and reactive
issues and consults frequently with management and expert technical personnel from
other departments to determine appropriate responses. Major decisions are reviewed
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with senior management for input and concurrence. Budget requests and variances
are approved by senior management.

Internal and External Communication

The Large Business Customers Department is the conduit of Duke Energy for
communicating Duke Energy matters affecting large business customer. The
Department communicates with various other Duke Energy departments to stay
abreast of Duke Energy issues that may affect large business customers.

Goal Attainment and Qualification

Annual individual and team goals are set at the beginning of each calendar year and
reviewed mid-year and at year-end to determine achievement levels. Evaluations
include the level of difficulty and ecffort cxerted to achieve each goal, the
achievement level itself, and whether each goals was pursued in a manner, that
benefited Duke Energy image and, that exhibited individual behavioral traits valued
by Duke Energy, such as honesty, respect, and high degree of professionalism.
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