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DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
CHIEF TECHNOLOGY OFFICER 

SFR Reference: Chapter II (B)(9)(b)(iv) 

I. Policy and Goal Setting 

The Chief Technology Office provides identification, development, and transfer of new 
technologies to improve efficiency, reduce costs, enhance operations and customer 
service, strengthen reliability, and provide improved services. The key fianctions of this 
group include identification, assessment, development and transfer of technologies 
relevant for Duke Energy's operations and businesses, as well as development of 
business cases for growing Duke's businesses. 

The Office supports corporate policies through department directives and practices. 

The Vice President and Chief Technology Officer, in consultation with departmental 
directors and managers, establishes goals for the group, and these goals reflect the 
financial and administrative goals established by the Group Executive and Chief Strategy 
and Policy Officer for the Strategy and Policy Group. 

II. Strategic Planning 

Planning for the department is the responsibility ofthe Vice President and Chief 
Technology Officer in consultation with the group's Directors and Managers. 
Departmental plans are established annually in the context ofthe multi-year nature of 
technology development and transfer and growth initiative implementation. Planning 
decisions are developed to support corporate goals. 

III. Organizational Structure 

The Chief Technology Office is under the direcdon ofthe Vice President and Chief 
Technology Officer and is a part ofthe corporate Strategy and Policy group. The 
Director—Emerging Technology, Manager—^Technology Assessment and Applicafion, 
Managing Director—Growth Initiatives, Director—Utility ofthe Future Project, and 
Manager—Broadband over Power Line Projects, report to the Vice President. 

The Organization chart ofthe Chief Technology Officer is attached as Exhibit CTO-1. 

IV. Responsibilifies 

The group monitors, assesses, develops business cases, and initiates projects for 
technology transfer in three broad categories: sustaining technologies, or those that 
enable exisfing operations; strategic technologies, or those that enable achievement ofthe 
company's strategic objectives; and transformative technologies, or those with the 
potential to significantly change operations or existing business models. In all three 
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cases, the focus is on technologies that will increase efficiency, reduce costs, enhance 
customer service and satisfaction, improve operations, and provide opportunities for 
Duke to grow its businesses. As a part of its function, the group is responsible for the 
coordination of Duke's investment in research and development through the Electric 
Power Research Institute. 

V. Practices and Procedures 

The Chief Technology Office monitors technology development in areas germane to 
Duke Energy's businesses, identifies technologies with applicability to Duke's operations 
and business development, develops business cases, leads development and 
implementation projects, and coordinates with Duke's lines of business to transfer 
technologies for operational use. 

VI. Decision Making and Control 

The Chief Technology Office holds regular staff meetings and conducts meetings with 
representatives from Duke Energy's lines of business to coordinate goals and objectives, 
prioritize resource allocation, and insure effective development and transfer of 
technologies and growth initiatives. Decisions with significant impact for the firm are 
subject to the review ofthe Vice President. 

VII. Intemal and Extemal Communication 

Intemal communication results fi-om daily informal interaction among the individuals in 
the group as well as interactions with individuals from the business units and other 
corporate center groups. Additionally, more formal staff meetings and issue-specific 
meetings are conducted as warranted. Other communications include memos, e-mail 
messages, and teleconferences. Extemal communications include various publications, 
conferences, industry forums, meetings and conversations with technology development 
centers, and personal communications. 

VIII. Goal Attainment and Qualification 

Performance ofthe group is measured against specific objectives that are established 
annually and reviewed at least quarterly. Objectives include both qualitative and 
quantitative metrics demonstrating progress towards longer-term group and corporate 
objectives. 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES, AND ORGANIZATION 
ENVIRONMENTAL, HEALTH AND SAFETY POLICY DEPARTMENT 

SFR Reference: Chapter II (B)(9)(a)(i,ix,x), Chapter II (B)(9)(d)(v) 

I. Policv and Goal Setting 

The Environmental, Health and Safety Policy department (EHSP) has a broad 
scope of goals, based on the changing regulatory and competitive landscape in 
which the Company operates. The department's strategic goals primarily support 
public environmental policy analysis and development: 

• Identify and analyze key environmental issues that affect the 
Company's value and liability; 

• Reduce cost and corporate risk related to adverse enviromnental 
policies and identify preferred altemative approaches; 

• Promote corporate reputation for environmental stewardship; 
• Enhance corporate positions through pro-active policy development and 

strategic communications; 
• Assist other departments in expediting cost-effective capital project 

constmction; and 
• Ensure access to federal and other officials. 

The annual goals and objectives of EHSP are designed to support achievement of 
the strategic and operational initiatives of the Company. These goals and 
objectives are developed by all departmental personnel and are approved by the 
Vice President of EHSP. 

IL Strategic 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, EHSP attempts to forecast the legislative and regulatory climate as 
part of its planning process. 

III. Operational Stmcture 

The department is composed of the Vice President, EHSP and the following 
positions: Managing Director of Climate Policy and Economic Development, 
Director of Engineering Technology and Fuel Policy, Director of Altemative 
Energy, Director of EH&S National Stewardship Strategy, Director of EH&S 
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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 Group Vice President and Chief Strategy and Policy 
officer who, in turn, reports to the Chief Executive Officer. 

The organizational chart for EHSP is attached as exhibit EHSP-1. 

IV. Responsibilities 

EHSP, under the general direction ofthe Vice President, provides various services 
to the Company. 

The department provides analysis and advocacy on environmental public policy 
issues and related energy policy issues that affect the Company's operations. 
Current areas of focus include proposals affecting overall energy policy, climate 
change, renewable energy policy and power plant emissions and disclosure 
policies. 

The department's environmental policy focus encompasses a nimiber of specific 
areas. Climate Policy and Economic Development is responsible for proactively 
developing policy on climate change, working with various intemal and extemal 
stakeholders. Overall responsibility for quantifying financial and economic 
impacts of climate change public policy also lies with this function. Altemative 
Energy and Efficiency is responsible for coordinating development of corporate 
policies on renewable energy, assessing the feasibility of increasing the 
Company's renewable generation resources and for analyzing potential impacts of 
state and federal renewable energy policies. Environmental Technology and Fuel 
Policy researches and advocates new technologies for potentially reducing the 
Company's greenhouse gas emissions. Natural Stewardship Strategy manages the 
Company's outreach to national non-governmental environmental organizations 
and the Company's support of national stewardship activities. Integration and 
Communication is responsible for ensuring that department activities are properly 
aligned with other Company initiatives and communicated intemally. 
Environmental Policy and Strategy Analysis provides technical analysis and 
support data to help ensure the impacts of public policy proposals are properly 
quantified. 

V. 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, public relations and political implications, etc. Various 
individuals in the department specifically work with other departments on policy 
development activities. 
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VL 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 staff 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. 

VII. Intemal and Extemal Communication 

The department holds regular staff meetings, usually on a weekly basis, imder the 
direction of the Vice President. The purpose of these staff meetings are to 
communicate policies and decisions of management, to discuss work assignments 
and issues, and to provide an informal fomm to discuss problems, suggestions and 
concems ofthe staff 

Daily interaction is maintained between the Vice President and the staff. 
Frequent formal and informal lines of commimication are also maintained with 
other departments within the Company. 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 also holds off-site retreats, usually annually, but 
more frequently if needed, to address various administrative needs, enhance 
creativity and productivity, and generally foster 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 department, so communication with the appropriate parties in an 
appropriate timeframe is essential. 

Extemal communications focus on federal Administration officials and their 
respective staffs, various trade associations of which the Company 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 stakeholders including political parties and organizations, 
environmental scientists, other utilities, technology vendors, etc. 
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VIII. Goal Attainment and Oualification 

Staff performance is measured on an individual basis through annual performance 
reviews. Much ofthe 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 intemal customers about their satisfaction 
with any assistance the department provided on projects or activities. 
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Exhibit EHSP-1 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
ENERGY EFFICIENCY 

SFR Reference: Chapter II (B)(9)(a)(iv,v,ix), Chapter II (B)(9)(d)(iii) 

I. Policv and Goal Setting 

The Energy Efficiency Department provides products and services to customers 
which help them manage their total energy costs by encouraging changes in 
energy usage behaviors, using energy more efficiently, and providing information 
on energy choices. This group is responsible for creating strategic plans by 
customer group that address energy efficiency needs as well as other product and 
services. One of the key functions of this group is continuous monitoring of 
customer satisfaction primarily through surveys, which allow us to develop and 
implement products and services to increase customer satisfaction, reduce costs, 
and/or promote energy efficiency. 

The Energy Efficiency Department supports the corporate policies stated in the 
Working Environment Policy Manual through department directives, practices 
and procedures. 

The Department Vice President, in consultation with direct reports, coordinates 
goal setting for the group. Goals for the group reflect the financial and 
administrative goals established in the business plan of Corporate Strategy & 
Planning. 

II. Strategic Planning 

Planning for the department is the responsibility ofthe Department Vice President 
in consultation with his direct reports (Directors). Departmental planning 
decisions are made annually for the next five years. These planning decisions are 
tailored to support corporate goals. 

III. Organizational Stmcture 

The Energy Efficiency Department is under the direction of the Department VP 
and is a part of the Corporate Strategy & Policy group. Several people report to 
the VP and include; The Director of Energy Efficiency Policy & Collaboration, 
Director of Products and Services, Director of Mass Market Customers, Director 
of Large Business Customers, Director of System Efficiency. 

The Organization chart of the Energy Efficiency Department is attached as 
Exhibit EE-1. 
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IV. Responsibilities 

The Energy Efficiency Department provides products and services to customers 
which help them manage their total energy costs by encouraging changes in 
energy usage behaviors, using energy more efficiently, and providing information 
on energy choices. One ofthe most important functions ofthe Energy Efficiency 
Department is to monitor customer satisfaction for all customers of Duke Energy, 
assess any negative trends and develop and implement solutions to address any 
issues. 

V. Practices and Procedures 

The Energy Efficiency Eiepartment monitors key changes in customers and the 
industry with regard to products and services on a continuous basis and 
communicates the impact of these to the executive team. Strategic plans are 
created to address any issues or opportunities. 

VI. Decision Making and Control 

The Energy Efficiency Department holds regular staff meetings to discuss issues. 
All important decisions are subject to the review ofthe Vice President. 

VII. Intemal and Extemal Communication 

A large part of intemal communication resuhs from daily informal interaction 
among department personnel. This is augmented by regular meetings as well as 
written communications such as memos, e-mail, etc. The group communicates on 
a regular basis with the Business Units as well as with other Corporate center 
departments such as Market Analysis, Budgets and Forecasts, Corporate 
Development and Corporate Communications. Extemal commimication includes 
those planned customer communications such as bill inserts, letters, websites, 
invitations to workshops, etc. These are plaimed by Energy Efficiency and 
executed through Corporate Communications. Other extemal communications by 
this group include publications, conferences, personal communication and 
industry fomms. 

VIII. Goal Attainment and Oualification 

Performance of the group is measured on customer satisfaction, energy efficiency 
and financial measures. Customer satisfaction is measured through monthly 
surveys to the mass market and the Key Accounts National Benchmark Survey for 
large customers implemented by third parties and administered by Market 
Analysis. 

-2 

515 



Exhibit EE-1 

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
STRATEGY AND PLANNESTG 

SFR Reference: Chapter II (B)(9)(a)(iv,v), Chapter II (B)(9)(d)(iv), 
Chapter II (B)(9)(g)(i,ii,ii,v) 

I. Policv and Goal Setting 

The Strategy and Planning Department provides senior management with 
corporate intelligence designed to enhance organizational resilience to anticipate 
threats and take advantage of financial opportimities, develop robust business 
plans and formulate company strategy. The key functions of this group include 
market monitoring through the continuous tracking of changes in the industry, 
facilitating the development and communication of corporate strategy, 
coordinating business plarming, and providing research and analytical support as 
needed for senior management. 

The Strategy and Planning Department is also responsible for all aspects of long-
term planning including but not limited to integrated resource plarming, load 
forecasting, environmental compliance planiung and market fundamentals. The 
Strategy and Planning Department supports the corporate policies stated in the 
Working Environment Policy Manual through department directives, practices 
and procedures. 

The Department Executive, in consultation with his/her staff, coordinates goal 
setting for the group. Goals for the group reflect the financial and administrative 
goals established in the business plan ofthe Corporate Strategy and Policy Group. 

II. Strategic Planning 

Planning for the department is the responsibility ofthe Department Executive in 
consultation with his/her staff. Departmental planning decisions are made 
annually for the next five years. These planning decisions are tailored to support 
corporate goals. 

III. Organizational Stmcture 

The Strategy and Planning Department is under the direction of the Department 
Executive and is a part of the Corporate Strategy and Policy Group. There are 
frvQ direct reports to the Department Executive including the heads of Corporate 
Strategic Initiatives, Market Fundamentals, Integrated Resource Planning, 
Customer Market Analytics and Strategy and Business Analytics. 

- 1-
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The Organization chart of the Strategy and Planning Department is attached as 
Exhibit SP-1, 

IV. Responsibilities 

An important function of the Strategy Planning Department is to monitor 
emerging trends within the industry, assess their impact and alert the organization 
on emerging threats and opportunhies. In addition to facilitating the development 
and communication of corporate strategy, the group is responsible for 
coordinating the strategic planning cycle and ensuring that business plans are well 
aligned on a corporate basis. The department also supports the company's 
executive team by providing research and analytical support for special projects. 

The Strategy and Planning Department also has direct responsibility for the 
development, support and facilitation of long term planning efforts at Duke 
Energy. This includes responsibility for integrated resource planning, 
environmental compliance planning, load forecasting and projecting market 
fundamentals 

V. Practices and Procedures 

The Strategy and Plarming Department monitors key changes in the industry on a 
continuous basis and communicates the impact of these to the executive team. 
The group facilitates the discussion of critical strategic issues to develop clear 
articulation ofthe company's point of view regarding these issues. Strategy and 
Planning facilitates the development ofthe company's strategy and communicates 
it to employees and other stakeholders through image maps and other regularly 
held information sessions. 

VI. Decision Making and Control 

The Strategy and Planning Department holds regular staff meetings to discuss 
issues. All important decisions are subject to the review of the Department 
Executive. 

VII. Intemal and Extemal Communication 

A large part of internal communication results from daily informal interaction 
among department personnel. This is augmented by regular meetings as well as 
written communications such as memos, e-mail, etc. The group communicates on 
a regular basis with the Business Units as well as with other Corporate center 
departments such as Finance, Corporate Development and Administrative Areas. 
Extemal communication includes publications, conferences, personal 
communication and industry forums. 
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VIII. Goal Attainment and Oualification 

Performance of the group is usually measured by feedback fi-om its customers. 
These include members of the executive management team as well as employees 
from other departments that interact with the Strategy and Planning group. The 
group solicits feedback through surveys and direct interviews. 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES, AND ORGANIZATION 
SUSTAINABILITY AND COMMUNITY AFFAIRS DEPARTMENT 

SFR Reference: Chapter II (B)(9)(a)(i,ix,x),Chapter II (B)(9)(d)(v) 

I. Policv and Goal Setting 

The Sustainability and Community Affairs (S&GA) department develops policy 
for corporate giving and supports the corporate policies and procedures that are 
provided to company employees through the company's 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 ofthe S&CA department are designed to support 
the annual goals and objectives contained in the Duke Energy charter. Goals for 
the department are developed using a participative process and are reviewed and 
approved by the Group Executive and Chief Strategy and Policy Officer. 

The S&CA department also collaborates with other intemal departments to 
J develop sustainability goals and objectives for the corporation that are to be 

achieved in a five year time frame. These goals are designed to address the critical 
environmental, social and economic opportunities and risks facing the company 
today and in the fiature and are reviewed and approved by the Chairman, President 
and Chief Executive Officer and the Senior Executive Leadership Team. 

The annual giving level of the Duke Energy Foundation is approved by the 
Foundation's Board of Tmstees. 

II. Strategic Planning 

Strategic planning in the department begins with a review and understandmg of 
company strategic plans, including the Regulated Businesses Unit's business plan, 
which is updated at least annually, but more often as needs dictate. The 
department's plans are also informed by best practice research, workshops, and 
conferences and benchmarking information. Additionally, extemal soiu-ces are 
monitored for emerging issues that could have a significant impact on the 
company. Regular staff meetings are held to discuss pending issues and to decide 
what items require attention and the timefi-ame under Ayith the issue is to be 
addressed. Where appropriate, outside consultarits assist in the development of 
plans and programs. 

y 
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III. Operational Stmcture 

The Vice President of Sustainability and Community Affairs reports directly to 
the Group Executive and Chief Strategy and Policy Officer. The Vice President of 
Sustainability and Community Affairs also retains the title of President of the 
Duke Energy Foundation, which is the philanthropic arm of Duke Energy. Direct 
reports to the Vice President of Sustainability and Community Affairs work in 
support of sustainability and issues management. Another direct report heads up 
the Corporate Community Relations group. 

The organizational chart for the S&CA department is attached as Exhibit S&CA-
1. 

IV. Responsibilities 

The S&CA department, under the general direction of the Vice President, has 
three general areas of responsibility: 

• Sustainability; 
• Issues Management; and 
• Corporate Community Relations, including the Duke Energy Foundation 

The S&CA department works with departments across the company to develop 
^ and implement five-year sustainability goals and plans that address the critical 
J environmental, social and economic issues facing the company. It is also 

responsible for tracking progress on these goals, communicating this progress 
intemally and extemally, conducting sustainability research, leading sustainability 
related projects and interfacing with the socially responsible investment 
community and other key non-govemmental organizations. 

The goal ofthe department's issues management efforts is to ensure the company 
is focusing on the most critical public policy issues and relationships. While the 
department does not manage any critical public policy issues or relationships per 
se, it designs and provides oversight of an intemal issues and relationship 
management process. 

The Corporate Conamunity Relations group seeks to build the corporate brand and 
civic relationships through the strategic use of philanthropy, employee and retiree 
volunteerism programs and federated employee campaigns (such as United Way). 
This group also manages key civic relationships in the company's headquarters 
location. 

V. Practices and Procedures 

) 

As a matter of daily business, the department is continuously analyzing extemal 
and intemal developments for their potential impacts on sustainability, issues 
management and community affairs. Department persormel maintain close 

- 2 -

522 



y 

working relationships with nearly all areas of the organization to facilitate 
knowledge exchange and the development of new/changed initiatives where 
warranted. Weekly staff meetings are held with all employees to share 
information, discuss issues and integrate efforts across the S&CA department. 
Weekly and monthly update reports are_also provided to the Vice President of 
Sustainability and Community Affairs and informal ad hoc communications occur 
on a daily basis. An intemal network consisting of key personnel with community 
relations responsibilities has also been established. This group meets monthly to 
coordinate and integrate civic related activities. Bi-weekly staff meetings are also 
held to share information across the Strategy and Policy fiinction. 

VI. Decision Making and Control 

Day-to-day decision making within the department is generally delegated to 
members ofthe 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 firequently 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 next level of supervision 
as appropriate. 

The Duke Energy Foundation has detailed operating procedures, delegation of 
authority and established control processes, consistent with good govemance 
practices. 

VII. Intemal and Extemal Communication 

The S&CA department produces a variety of intemal employee communications 
materials. Information on the company's sustainability and community relations 
programs is maintained on the employee portal. General interest articles are also 
periodically included in the weekly Duke Energy intemal newsletter that is e-
mailed to employees. Articles are also included when major donations are made 
or when federated employee campaigns or the annual global service event, a 
company wide emphasis on volunteerism, begin each year, A newsletter is also 
provided to Duke Energy retirees to help keep them informed and engaged in the 
community. 

Information on the company's sustainability and community relations programs is 
also maintained on the company website, www.duke-energy.com. The S&CA 
department also works closely with the Corporate Communications department to 
issue news releases as appropriate. An annual sustainability report is also 
produced for the many stakeholders who are interested in Duke Energy's 
economic, environmental and social performance. 

- 3 -

523 

http://www.duke-energy.com


, ) 

) 

VIII. Goal Attainment and Qualification 

Performance is measured on an individual basis through an annual review of how 
well each employee met his/her key accountabilities and goals. Because much of 
the department's mission is subjective and difficult to measure in absolute 
numbers, goals for each employee 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 obtains feedback from intemal customers as to satisfaction with any 
assistance that the department was able to provide to other departmental projects 
or activities. 

Departmental level goals are also used in addition to corporate goals in the 
employee short term incentive plan. At the end of the calendar year, the Vice 
President of Sustainability and Community Affairs submits supporting evidence 
and reports on whether or not each of the department goals was met. The Group 
Executive and Chief Strategy and Policy Officer assesses whether or not each 
department goal was met and if the goal is deemed to be met, to what extent 
(minimum, target, maximum). 
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ABOUT THIS REPORT 

^ 

This is Dul<e Energy's first sustainability report. 

It highlights our past progress, presents the 

challenges and opportunities we face and 

offers our view of the future. 

We based the content of this report on the 

interests of environmental groups and other 

non-government organizations, investors, 

academic institutions and large customers. 

We believe that our community partners and 

industry peers will also find this report useful. 

To provide an independent assessment of this 

report, we contracted with Business for Social 

Responsibility (BSR, at www.bsr.org) to review 

and comment on its scope and content. BSR's 

opinion is on page 32. 

This document presents our 2006 results 

within our sustainability framework for the 

future. We also provide historical information 

where consistent data for Duke Energy and its 

recent merger partner, Cinergy, were available. 

While this report was not structured to conform 

to the 2006 Global Reporting Initiative (GRI) 

guidelines, a broad index to GRI indicators can 

be found on page 30. A more detailed Index 

to the GRI indicators can be found on our Web 

site at www.duke-energy.com/environment/ 

sustalnability.asp. With the information on our 

Web site, we believe we meet GRI Application 

Level B. 
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The theme of this sustainability report is "Our 

Path Forward," and we are, indeed, moving 

ahead. We hope you'll join us as we navigate 

the important environmental, economic and 

social issues of our time. 
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DUKE ENERGY 
CORPORATE PROFILE 

In 2006, Duke Energy completed a number 

ot strategic actions. These included a 

merger with Cinergy in April, the creation 

of a joint venture with Morgan Stanley 

Real Estate Fund and the spinoff of 

our natural gas pipeline business. The 

company's current businesses include: 

- U.S. Franchised Electric and Gas -

which operates in North Carolina, 

South Carolina, Indiana, Ohio and 

Kentucky, This is our largest business 

segment and our primary source of 

earnings growth. We expect this 

business unit to generate approxi-

^ y mately 80 percent of forecasted 

2007 ongoing total segment 

earnings before interest and taxes (EBIT). 

It includes: 

• A $16 billion retail rate base 

• 3,9 million electric customers 

• 500,000 gas customers in Ohio and 

Kentucky 

• 47.000 square miles of service territory 

• 28,000 megawatts of regulated generation 

• 126,000 miles of electric lines. 

Commercial Power - which owns and 

operates unregulated power plants, primarily 

in the Midwest. Almost all of the results 

for this business come from sales to retail 

customers in Ohio under that state's Rate 

Stabilization Plan. Also in this segment is 

Duke Energy Generation Services (DEGS), 

which develops, owns and operates electric 

generation sources that serve large energy 

consumers, municipalities, utilities and 

industrial facilities. We expect this business 

unit to generate approximately 7 percent of 

forecasted 2007 ongoing total segment EBIT. 

It includes; 

• 8,100 megawatts of unregulated 

generation, most of which Is dedicated 

to regulated customers. 

» Duke Energy International - which encom­

passes our international electric generation 

operations located in Central and South 

America. We expect this business unit 

to generate approximately 10 percent of 

forecasted 2007 ongoing total segment EBIT. 

It includes: 

• 4,000 megawatts of generation, primarily 

hydroelectric power, in six countries: 

Argentina, Brazil, Ecuador, El Salvador, 

Guatemala and Peru. 

• Crescent Resources - which is an effec­

tive joint venture with Morgan Stanley Real 

Estate Fund, manages land holdings and 

develops high-quality commercial, residen­

tial and multi-family real estate projects in 

10 states, primarily in the southeastern and 

southwestern United States. We expect this 

business unit to generate approximately 3 

percent of forecasted 2007 ongoing total 

segment EBIT. 
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KEY TERMS 

Actions - not words - are the true measure of 

a company's character. But words often help 

put the actions into perspective. We offer this 

summary of key terms frequently used in this 

report. More extensive descriptions can be 

found on our Website. 

Sustainability 

Duke Energy has adopted the Dow Jones 

Sustainability Index definition to describe our 

approach to sustainability: "Corporate sustain­

ability is a business approach that creates 

long-term shareholder value by embracing 

opportunities and managing risks deriving 

from economic, environmental and social 

developments." 

Greenhouse Gases and Climate Change 

The greenhouse effect is a naturally occurring 

phenomenon, keeping the earth hospitable to 

life by trapping heat. Carbon dioxide and many 

other gases exhibit "greenhouse" properties. 

Some of them occur naturally while others are 

exclusively man-made. 

Recent research - accepted by a growing 

majority of scientists and policymakers -

indicates that human activity has increased 

the concentrations of these greenhouse gases 

and contributed to the rise in global average 

temperatures. To avoid the worst effects of 

climate change, greenhouse gas concentrations 

in the atmosphere need to be stabilized, then 

reduced. 

Integrated Resource Planning 

One of Duke Energy's greatest challenges is 

meeting our customers' energy needs in a 

reliable, cost-effective and environmentally 

responsible manner. The company's energy 

planning decisions are guided by a comprehen­

sive Integrated Resource Plan (IRP), which Is 

submitted to our state regulators. 

The IRP process evaluates all reasonable 

resource scenarios, including supply-side 

options (electric generation) and demand-side 

options (actions to reduce electric demand). 

In many states, the IRP process considers the 

environmental costs and effects of electricity 

supply and transmission decisions. Cost-

effective energy efficiency and renewable 

energy alternatives are also considered in 

the IRP process. 

PROOF OF PROGRESS 

When it comes to sustainability, our path 

forward is clear. Here are several indicators 

of our progress: 

' We are committed to greatly increasing our 

spending on energy efficiency programs for 

customers, subject to appropriate regulatory 

treatment, 

• We are installing pollution controls at our 

generating stations that will cut sulfur dioxide 

and nitrogen oxides emissions by 70 percent 

compared to 1997 levels. 

• We are implementing new safe workplace 

policies and programs. 

• We are a significant partner in economic 

development projects throughout our 

service areas. 

' We continue to deliver electric and gas 

service at prices below the national average. 

' We created value for our investors with 

a total shareholder return in 2006 that 

exceeded leading industry indicators. 
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/ 
A MESSAGE FROM 
THE CHAIRMAN 

Welcome to Duke Energy's first sustainability 

report. 

How can we provide a sustainable return on 

our shareholders' investments? 

* %• 

/^f>*\ 
*-? i 

Sustainability Is shorthand for our business 

philosophy; simply put, we believe that 

responsible actions lead to long-term success. 

Sustainability is more than good corporate 

citizenship. It's about pursuing our vision of 

tomorrow while serving our stakeholders well 

today. It's also about facing challenges honestly 

and head-on, without sacrificing profitability. 

This sustainability report gives you a closer look 

at some of the broader issues - beyond finan­

cial performance and business strategy - that 

Duke Energy confronts. Here we report on our 

environmental performance, our safety record, 

the investments we make in our communities 

and the values that underlie all of our actions. 

LIVING OUR VALUES 

Our company's business values are closely 

linked to performance in all areas. Duke 

Energy's charter, which precedes this letter, 

describes our purpose, our objectives, our 

values and our measures of success. Our Code 

of Business Ethics, posted on our Web site, 

guides employees to do the right thing when 

they contend with tough ethical decisions. 

As a company, we face challenging decisions 

as well: 

• How do we meet our customers' growing 

demand for energy, while reducing our 

environmental footprint? 

• How can we keep our employees and 

contractors safe? 

• How can we attract and retain the right kind 

of new talent? 

• How can we help our communities thrive in 

a changing economy? 

THE N t W ENERGY EQUATION 

These questions get to the heart of what we 

call the "new energy equation," which can be 

solved in part through our focus on sustain­

ability. Achieving the new energy equation will 

require us to balance the needs of all our stake­

holders and challenge conventional wisdom 

with new thinking and innovation. With that in 

mind, here's how we're currently addressing 

each of these complex issues: 

Energy and the Environment - Providing the 

energy we need while protecting the environ­

ment is one of the most critical issues of our 

time. Duke Energy is committed to devel-

. oping more efficient electric generation with 

fewer emissions, including the greenhouse 

gases that contribute to global warming. We 

are strong advocates for energy efficiency, as 

shown by our participation in organizations 

such as the National Action Plan for Energy 

Efficiency and the Alliance to Save Energy. I am 

also a founding member ofthe U.S, Climate 

Action Partnership, a coalition of business and 

environmental leaders who advocate taking 

swift action on federal legislation that will put 

mandatory limits on greenhouse gas emissions 

in all economic sectors. 

Safety - 2006 was a failure for Duke Energy in 

this very important area, Four people died due 

to accidents on the job. The only acceptable 

goal is zero fatalities - and we have put finan­

cial incentives in place for all employees if we 

reach that goal in 2007. In addition, we have 

set a goal based on our injury rate, with finan­

cial penalties for management if we fall short of 

that threshold. Employees and contractors will 
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be safer at work and at home only if we change 

our mindset and our behavior. We simply must 

do a better job in this important area. 

A Quality Workforce - Employees are the 

foundation of our company, and they should 

share in the rewards of our success. The 

bright, talented people that we hope to attract 

to Duke Energy expect a company committed 

to sustainability; they're looking for companies 

that want to make a real difference in people's 

lives. Our goal is to have employees of all ages 

and backgrounds who want to work for an 

organization that values their contributions, 

supports their development and helps them 

find balance in their work and personal lives. 

Strong Communities - Helping our commu­

nities thrive and grow is important to Duke 

Energy. We have a long tradition of community 

support and partnership in the Midwest and 

Carolinas. Our wide-ranging economic develop­

ment efforts help create new jobs. Business 

relations managers throughout our service terri­

tory serve as two-way channels of information 

about community needs and the programs we 

have in place to meet them. We provide finan­

cial support to countless worthwhile causes, 

and our employees and retirees volunteer in 

virtually every community we serve. 

A Sustainable Return - Our obligation to 

shareholders means investing their dollars 

wisely and accepting accountability for 

achieving our goals. We have reduced much 

of our company's risk by divesting some of our 

more volatile businesses, including our trading 

and marketing operations and much of our 

wholesale electric generation. Duke Energy's 

strategy today focuses on our regulated power 

business, which was greatly expanded in 

the merger with Cinergy, We are keeping the 

promises of that merger by achieving econo­

mies of scale and sharing those savings with 

our customers and investors. The company's 

financial performance, detailed in our Summary 

Annual Report, is achieved within a broader 

framework of personal and corporate ethical 

behavior. We comply with both the letter and 

the spirit of the laws that govern our operations. 

A TEST o r TIME 

As a grandfather of seven. I believe there is 

one sure test of our success: How will our 

grandchildren view our actions in the future? 

Years from now, will they know we took the 

right steps to improve our environment, our 

communities and our quality of life? Will they 

believe we made the right ethical decisions, 

treated our employees fairly and gave 

customers their money's worth? Or will they 

wonder why we didn't do more? By antici­

pating our future generations' answers to those 

questions, we'll make better decisions that will 

stand the test of time. 

You can find more information about our 

company's sustainable approach to doing 

business on our Web site, www.duke-energy. 

com, where you can also contact us if you 

have questions or concerns. Thank you for 

your interest in our ongoing commitment to 

sustainability. 

Sincerely, 

;̂A:clrid's H|fiy v^aWadyft^ 

;symbolizeFttTeT^ t̂?s^^^ 

;^Q^^vel^^G^^^;^p^a 'y_, 

;feii^p|a^;0p\^;fin^e^^ 

lafedSpTeitoge-ttilli^^ 

:feup(^£is^fljur|u5fe 

II 

Jim Rogers 

Chairman, President and Chief Executive Officer 

March 26, 2007 

wmmMm&mmy 
mmmmmmm 
y^SS&W0ylSl^M. 

SE: 

http://www.duke-energy


i«?SS'"o^"sOS«NAB,UTV 

r # ^ ^ ^ ^ 

'N 

manage envUonmenBl.eco 

risks and opportunae^ 

, ,e landscape w ^ « ^ ^ ^ ^ , , , our powe. 
aependonnaturaieso ^^^^^^^^,g,, 

p,aols.Thepnceo e^^V ^^, ,3 ,„ , 
,(,ects o.r customers comp ^ ^ ^ j , , 

we don't have a business P 

goals and measures. 

..mesustarnabiUtvPlanfo^Ouke 

•.rtn their 2006 merger, we 
Oute Energy P"« ° ^ c k from the Do« io^es 
^ - ^ " ^ ' i : ™ : : at-ng-rndcpenaent 
Sustatnab-lrty index ^̂ .̂ ^̂ „.,(y 
,enchmarKofexc«e"ce:n^^^^^^,,,^,,,,g. 

performance, And, ^^^^^^^^^^,,,,e.s. 
we listened to our many ^^^^^^ 
we listened to leaders .nsust^^^^^^„3,^, 
fetened to our employees. And 

ou, conscience. 

sustainability at DuHe En a, ^̂ ^̂ ^̂ ^̂  

,,,,,whyimprovrngPOW^P ^^^^,ears. 

But. as a n«'^'V'"^8ea ^^ .̂.̂ nmental 
beginningtot̂ rrngtogeme^ ^^^^ .̂,,̂ ,,̂ ^ 

improven^ent-intne.u 

^ore quantifiable. 

partofourrrrrssronstoj o^ething 

tuatisnotonly nice too 

>.,, 533 

my$ 



adds real value. We know that the companies 

.that achieve their sustainability objectives are 

those that align their words with actions and 

make sustainability part of the company's 

operations and culture. 

WHAT MATTERS MOST 

Sustainabilfty is a faig:wprd and its scope can 

be overvyhelming, There are few areas of our, 

business that;don't tpuch on sustainability ; • : 

' in some v/ay, Duke Energy's approach is to ; 

concentrate our efforts where we have the 

greatest impact and risk. In financial and legal ' 

terms, it's called ''materiality." We prefer simpler 

words: what matters most. 

RE:PORTlNGOl)RPReGRESS : ; h : . 

This first puke Enei^'tetamaBilit^irep^^^ 

sets the baseline f(x rh&asahng^ 
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U.S. operations! Duke Energy's policies and 
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Dow Jones 
Sustainabil i ty Indexes 
MER t̂-rCr JQ&i'C-7 

Duke Energy has been named one of 

North America's leading companies in a 

measurement of financial, environmental 

and social peiformance. We are a member 

of the Dow Jones Sustainability Index for 

North America {DJSI NA), which tracks 

leading companies for their sustainable 

approach to business. The DJSI NA list 

contains 112 companies selected from the 

largest 600 North American corporations. 

Duke Energy was the only "multi-utility" 

named to the list in 2006. 
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This sustainability plan reflects Duke Energy's commitment to 

conduct our business in a way that creates long-term benefits for 

our stakeholders, our environment and our company It recognizes 

and addresses the key economic, environmental and social oppor­

tunities and risks facing our industry today and in the future, This 

plan expands on the company's business strategy and values. Unless 

otherwise noted, our intent is to achieve the goals in this plan by 

2012. We expect to refine the goals with more quantifiable measures 

in the future. We have listened to and incorporated feedback from 

our stakeholders into this plan. The plan does not endeavor to 

cover every sustainability initiative at Duke Energy ~ and there 

are many. Instead, we focus on those areas that matter most from 

a sustainability risk and opportunity perspective. We will report 

progress against these goals in this annual sustainability report 

and other public venues. 

) 

1 Area pf Fdctis 

PRODUCTS & SERVICES 
Provide innovative products and 
services for a carbon-constrained, 
competitive world 

Why ii matters: 
Our customers want products arid services 
ii)at keep them competitive regionally and 
globally, yet respond to environmental 
concerns. 

ENVIRONMENTAL FOOTPRINT 

Reduce our environmental footprint 

Why it matters: 
As an energy company, we have a large 
impact on the environment and depend 
on natural resources for much of our fuel. 

'(^i:yy^0y;'y0^ 
' Champion energy efficiency as a top industry issue and collaborate with regulators, customers 

and other key stakeholders to advance innovative policies and programs 

' Aggressively pursue "smarter grid and meter" technologies that can deliver significant 

operational and customer benefits 

' Expand green power options to customers in every state we operate 

' Keep rates competitive and achieve top quartile customer satisfaction in all markets as 

measured by national benchmark surveys 

* Diversify our fuel mix and address the climate change issue by: 

• Promoting U.S. federal policy mandating economy-wide reductions of greenhouse gas 

emissions 

• Creating the option to build new nuclear (carbon free) generation 

• Piloting clean coal and other innovative technologies, e.g., advanced Integrated gasification 

combined cycle technology, geological carbon dioxide sequestration 

• Securing cost-effective alternative sources of energy 

• Reducing, avoiding and/or sequestering at least 10 million tons of carbon dioxide equivalents 

over the next eight years (2007-2014) 

' Continue to focus on safe, reliable and efficient power plant operations 

' Model energy efficiency internally 

' Deliver on our commitment to significantly reduce nitrogen oxides and sulfur dioxide emissions 

by completing remaining projects to install state-of-the-art emission reduction technologies 

• Develop the next generation of environmental goals in 2007 - considering air, water, waste and 

land management - to further reduce our footprint 

y) 
0 
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(Left to right) The Energy Explorium is an interactive center 
located at McGuire Nuclear Station, whicii allows visitors to 
learn about energy. 

Belews Creek Steam Station, located on the Dan River near Belews 
Creek, NC is one of our largest coal-fired generating stations. 

Annual wood duck banding on wetlands at East Bend Station 
near Union, KY tracks migration routes and helps provide valuable 

information. 

^ ^ ^ ^ ^ ^ ^ ^ 

> 

A 

Area of Focus 

QUALITY WORKEORCE 

Attract and retain a diverse, high-quality 

workforce 

Why it matters: 

Energy companies will be differentiated 

by the quality, creativity, and customer 

focus of their employees. 

STRONG COMMUNITIES 

Help build strong communities 

Why it matters: 

Our success is iinlied to the health and 

prosperity of the communities we serve. 

GOVERNANCE & TRANSPARENCY 

Be profitable and demonstrate strong 

governance and transparency 

Why it matters: 

Creating shareholder value and earning 

the trust and confidence of our many 

stakeholders keeps us in business. 

Goals • • • ' ^ •̂ -. ;•L••^^{^^'••:.- r ' i • / ' [ y ^ y ' ' y ; : y ' X : - ' % ' - ^ ^ 

* Achieve zero fatalities and top decile safety performance in total incident case rate (TICR) 

' Develop a culture of wellness by encouraging, supporting and rewarding improved employee 

health and well-being 

* Attract, retain and engage a diverse, talented workforce by: 

• Implementing a more effective employee recruitment and development plan 

• Developing and implementing innovative employee programs and benefits, e.g., alternative 

work locations 

• Launching ways to transfer or retain critical knowledge given that approximately 40 percent 

of the workforce wil l be eligible to retire In the next five years 

* Drive understanding of the value of sustainability within the company to inspire ideas and 

innovation 

- Partner to stimulate economic growth in our communities by attracting 12 ,500 jobs and $2,4 

billion in capital investment in 2007 

' Invest over $ 1 5 mill ion annually in community programs that improve the quality of life in our 

communities 

" Implement tools for our communities to use that wil l support their long-term planning 

• Develop and implement strategies to address future water issues that will arise from continued 

population growth in the Carolinas 

• Increase spending with diverse suppliers by 5 percent a year 

• Implement initiatives to support public safety in our communities 

* Provide investors a superior and sustainable return on their investment 

' Assure that we have effective ethics and compliance programs 

' Regularly benchmark our corporate governance practices against best-in-class and industry 

peers and recommend revisions as appropriate 

• Assess our supply chain (services and products) from a sustainability perspective and 

implement appropriate follow-up actions 

' Communicate clearly and frequently with our stakeholders 

s 
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ENERGY eFnCf£NCY~ 

THE FIFTH FUEL 

Demand for electricity in the United 

States is expected to increase by 50 percent by 

2030, according to the Department of Energy. 

In addition to coaL nuclear, natural gas and 

renewable energy, we believe energy efficiency 

will become the "fifth fuel" to meet that growing 

demarid. 

Relying on finite fossil fuels for "all of our energy 

needs is simply not a sustaiiiable solution. 

With the right combination of tecfinofpgy, 

regulatory support and^'ustompr acceptance, 

energy efficiency can benefit our customers; 

our investors and the environment 

OUR COMMITiytEMT TO 

ENERGY ErPiCIENCY 

In October 2006, Duke Energy created a new 

department that is focused on energy efficiency. 

The group is charged v^ith. 

» Understanding tfie many factors that affect 

electricity usage; and ' 

' Creating energy efficiency programs and 

services that benefit our stakeholders. 

We're also working with state utility commis­

sions, other utility companies and legislative 

staff to design hew laws and regulations that 

pjace energy efficiency on an equal footing -

with investments in power plants. This new 

regulatory treatment would, provide us with an 
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Incentive to explore and invest in new efficiency 

programs and projects, and give our customers 

universal access to cost-saving energy efficiency 

measures. 

Our efforts have already been successful in 

one of the states we serve. Energy efficiency 

programs approved by the Kentucky Public 

Utility Commission in 2006 have reduced 

demand by over 12,800 megawatt-hours, 

or enough power to serve more than 1,000 

homes each year. In our rapidly growing 

Carolinas region, Duke Energy has committed 

to invest 1 percent of revenues on energy 

efficiency programs, once appropriate regula­

tory treatment is in place. We've also taken this national vision to the 

state level, hosting NAPEE-inspired statewide 

energy efficiency summits in the states we 

serve. We conducted collaborative summits in 

Kentucky and Indiana in 2006 and will hold 

summits in North Carolina, South Carolina and 

Ohio in 2007. 
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PRODUCTS & SERVICES 

UTILfTY 
COMMUNICATIONS 

EFFICiEfJT BJjIlDING SYSTEMS ^ * . ^ ? 

f^ENEWABLES. 

INTERNET 
1 . 

CONSUMER PORTALI \ 

& BUILDING gNERGUl 
MANAGEMENT SYSTEf^ 

©Copyfight 2005 Eleclnc Power Research Institute Inc 

PLUG IN HYBRIDS 

END-USE 
DEVICES 

PARTNERING WITH THK EPA 

The Environmental Protection Agency 

(EPA) partnered with Duke Energy to 

complete a complex metering and control 

system at the agency's Research Triangle 

Park facility in North Carolina. The agency 

tried several vendors and technologies, 

but Duke Energy was the only one to 

design and deliver a viable solution. The 

EPA can now monitor energy usage and 

billing for electricity, natural gas, fuel oil 

and water at its various buildings on the 

site, resulting in lower costs and improved 

understanding of usage patterns. 

THE UTILITY OF THE PUTURE 

One of the most exciting developments in 

electricity distribution and use is bundled in 

what we call the "Utility of the Future." Just 

as automobiles and manufacturing have been 

transformed by the digital xevolution, we are 

beginning to apply advanced technology to 

our electric system. 

The graphic above illustrates what the new 

"digital grid" might look like and how it will 

serve our customers and communities. 

Harnessing New Technology 

New technologies will drive fundamental 

changes in the way electricity Is generated, 

priced and used. Customers want to manage 

their energy use more closely, and "smart 

meters" will provide real-time price information. 

These advanced meters will also tell us when, 

where and how much power our customers 

use, helping us better tailor our operations and 

planning to customer demand. We are piloting 

smart meters in 2007 and expect to have them 

in nearly all customers' homes and businesses 

in five to seven years. 

Increased Reliability, Decreased Cost 

Utility of the Future concepts will make us a 

more efficient company in many ways. All the 

various components ofthe energy delivery 

system will be linked through real-time commu­

nications. State-of-the-art technology will help 

us pinpoint outages and make repairs more 

quickly. The ultimate goal is to provide greater 

reliability - with less environmental impact -

at a lower cost to our customers. 

Visit the residential or business customer 

portions of our Web site for more information 

on energy savings and management. 
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^ CUSTOIVIER SATISFACTION 

What drives customer satisfaction in our 

business? Our customers tell us it's two things: 

the cost of our product and the reliability of 

our service. 

Duke Energy's electric rates, on a cents per 

kilowatt-hour basis, continue to be competi­

tive in our five-state service area, Nationally, 

as indicated on the chart above, our rates 

are more than 20 percent below the national 

average. 

Our customer satisfaction results in 2006 

were mixed. In surveys of several thousand 

customers, 82 percent rated their overall 

satisfaction with Duke Energy as an 8, 9 or 

10 on a scale of 1 to 10, exceeding our goal 

of 76 percent. 

There are also several external measures of 

customer satisfaction, including J.D. Power 

and Associates' 2006 Electric Utility Residential 

Customer Satisfaction Study. In that survey, 

Duke Energy achieved top-quartile perfor­

mance in the Carolinas and third quartile 

in the Midwest. 

We were not successful in achieving our 2006 

reliability goals. Our average service interrup­

tion duration and frequency levels were.-

2dO&:FfesuIti^^g5:;l^ii^ 

Average time without 
power* per customer 

Average number of 
outages* per customer 

WM:.-ftt 
164 min. 

1.3 

^Gbal ::>:;'V--

138 min. 

1.2 

* Longer than five minutes 

SHEDDING UGHT ON 

ENERGY SAVINGS 

Duke Energy partnered with 

Alexandria and Ludlow, 

Kentucky mayors and 

local retailers to help 

customers save money 

by purchasing 

ENERGY STAR® 

compact fluores­

cent light bulbs (CFls). Through a special 

discount offer, customers were able to buy bulbs 

that normally cost $5 for as little as 99 cents. 

Customers will save on energy bills, too: CFLs 

use up to 75 percent less energy than standard 

incandescent bulbs. 

Improving reliability performance is a key 

objective in 2 0 0 7 . 
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OUR IMPACTS ON THE ENVIRONMENT 

Like any business, our operations leave an 

environmental footprint. We use natural 

resources such as coal, uranium, natural gas, 

oil and water to generate electricity for our 

customers. We also use tens of thousands 

of gallons of gasoline and diesel fuel for our 

service trucks and cars. We create waste 

streams in the process of generating electricity. 

And, our transmission and distribution systems 

are made of wood, steel and aluminum. Given 

our company's reliance on these materials, it 

Is essential that we use natural resources as 

efficiently as possible. 

Duke Energy has developed a comprehensive 

environmental, health and safety policy and 

management system to guide our actions. As 

a result, we; 

» Establish processes to ensure compliance 

with environmental laws and regulations 

• Set goals and measure performance 

• Engage with stakeholders to advance mutual 

environmental objectives 

• Proactively manage public policy issues such 

as climate change 

• Emphasize environmental stewardship. 

REDUCJNG AIR EMISSIONS 

Emissions of sulfur dioxide (SOj), nitrogen 

oxides (NOx) and mercury from coal-fired 

power plants continue to be a major focus 

area for lawmakers, regulators and the public. 

Duke Energy has taken, and continues to take, 

aggressive action to reduce its emissions: 

» Between 1998 and 2011, we are investing 

nearly $5 billion in controls to reduce our 

SO ,̂ NOx and mercury emissions. 

» By 2010, we project that both our SO^ and 

NOx emissions will be about 70 percent 

lower than they were in 1997, 

• The technologies we're installing to reduce 

SOg and NOx also significantly reduce 

mercury emissions. Our current estimate 

places mercury removal at between 70 and 

80 percent. We will report further on the 

effectiveness of these controls to reduce 

mercury emissions when we have more data. 
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ENVIRONIViENTAL PERE0Rf\/lANCE 

We continue to install pollution control equipment on our electric generating plants. NOx emissions have declined sharply as shown below, and 

SO2 is expected to show a similar decline as more "scrubbers" come into service. 2 0 1 0 data is projected. 

Sulfur Dioxide Emissions (Tons) Nitrogen Oxides Emissions (Tons) 

350 000 

300 000 
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150 000 —U'—^J-
1 fJ 

100 000 

50 000 

0 

1.̂  

I I t.-f 

f / 
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SO, and NOx repo ted from electrc general on only and based onownershp share of 
st3t ons Combust on tu b nes not equ pped w th cont nuous em ss on mon tois and 
fac I ties operated bul not owned by Duke Energj General on Se v ces are not included. 

Sulfur Dioxide Emissions (Tons)* : 

2005 

2006 

844,500 

812,600 

Nitrogen p x t e Emissions (Tons)* , , 

2 0 0 5 * 

2006 

160,400 

148.600 

* SOj and NOx reported from eleclrlc generation only, and based on 
ownership share of stalions. Combustion turbines not equipped 
with continuous emission monitors and facilities operated but not 
owned by Ouke Energy Generation Services are not included. 

Approximately 70 percent of the electricity 

Duke Energy produces for customers comes 

from coal, so COg releases are unavoidable. 

By using nuclear energy instead of coal for a 

portion of our generation, Duke Energy has 

avoided the release of approximately 1.1 bill ion 

tons of CO2 since the three nuclear stations 

entered service. 

X^rlaon Dioxide ;Efnisslons:(Tons)* / . 

2005 

2006 

107,400,000 

105,400.000 

•• Emissions are for U.S. and Latin American electric generation 
facilities. 

Goal Consumption (Tons) 

2006 46,500.000 

2dd& Goal tioilibuistipri Byprddu?^^ 

Beneficial Reuse 

Land Disposal or Pond Stored 

Flue Gas Desulfurization (FGD)* 

2.870,000 

1,990,000 

670,000 

•* FGQ material is primarily a mixliire of lime, Hy ash and calcium 
sulfite rteated hy tfifi SOj scrubber process. 

2005 toJiic ReiWse InVentbry t̂Po^^^^^^^ 

Releases to Air 

Releases to Water 

Releases to Land 

Off-Site Transfers 

Total 

80,172,829 

247.542 

15,234,393 

77,123 

95.731,887 

* 2006 data will not be available before July 2007. Data pertains 
lo Duke Energy ownership share of facilities. 

MSHSyW?M?fS? 
13 Citations with $12.713 paid in fines/penalties 

* Includes Notices of Violation and similar infractions of permits or 
licenses at facilities operated by Duke Energy. 

2{)(3f6 Oil Spills ^Gallons) 

75 Spills 3,251 

More Information on our air emissions is available at www.duke-energy.com/environment/alr-quality.asp. 

20DB u n MEGAWAIT-HOUR GENERATiON 

PERCENTAGB BY FUEl'^ 

m Coal 104,929,426 70.7% 

© Natural Gas/Oil 2,578,213 17% 

:̂c: Hydro 867,996 0.6% 

# Nuclear 40,422.697 27.0% 

Data based on Duke Energy's ownership share of all 
facHilres. 

M 
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ENVIRONMENTAL FOOTPRINT 

CLlfFSIDE STATION 

Duke Energy proposetl 

building two new 800-

megawatt power plants using 

supercritical coal technology 

at our Cliffslde Station in North 

Carolina. This is the most envi 

ronmentally efficient pulverized 

coal technology available today, 

typically burning 10 percent less 

coal than conventional units and 

emitting significantly less sulfur 

dioxide and nitrogen oxides. 

In March 20Q7, we received the for­

mal Order from the North Carolina Utilities 

Commission, which authorized building 

one of (he two units. Ttie Commission 

also accepted our commitment to invest 

1 percent of our revenues in the Carolinas 

for energy efficiency, subject to appropri­

ate regulatory treatment, and our plan to 

retire older, less efficient units. 

Cliffside's cost estimates were based 

on two units, and we shll need an air 

pemiit for this project. We are studying 

the economics to determine whether we 

should proceed with ihe Cliffslde project 

or consider other alternatives, includ­

ing natural gas-fired plants. We won't 

make a decision until we have a clearer 

understanding of the overall costs, as well 

as the conditions of the air permit. 

THFNFfDFOR 

HLVf 8(\SELOA0 

CEMEf?AnOhr 

It s been many years 

since Duke Ener^ has 

had to build a new 

..-"base load" power- :•' 

• plant-that is,, a ,.-: 

:>:pla:rit that opier^tes • 

c6ntinubu%. 

In fact, the last 

;:base load station 

^bOiiUn the Midwest was the 

^immei^ Station i n : i 99 r . I i i the Carolinas, it̂  

hasbeeriovSrltwAdecadessince^theCatawba . 

Nuclear Station entered servicein 1985.-; " 

WeV^ been-aole tb.meetfisiri^ dernand for 

eiectridty Withoutbuilding riewbase 

• povver:]plants.-t)y:: ':'yy[ 

" Makirig'our e)ii^tlng statiOrî ^ 

at prdduGingpoweri;desp.ite adding pollu-^ 

; ;tiori,;control;equipmenttliat^ :, 

electricity - . . A V / ^ V : ; / ; ; ; ^ / , ; . ; : v , 

' -V^^king'elo^ely: wit^ 

r^(^uce-the!irel^cti:iccoh$iJm ;• 

'y ;time$ oî Klgh-iderfi W ^ •.; ̂  • '^y^-yt •• y y^^-: 

- Implementing a variety of demand-side 

measures for.large and small customers 

= Adding combustion turbines to provide peak 

power when needed during hot summer days 

or cold winter mornings 

^ Buying power from other generators when 

cost and reliability conditions are favorable. 

While these measures have delayed the \ . : 

need for new genera1:ion,;they:c^hriotdffsetv:'., 

entirely the rising.dem^nd for electricity, ^ ' :^^ ' - ' 

Regulated utilities are required by law to 

rrieet the energy needs of theircustomers. ; . - ' 

"Running out of power'- simply is notan 

optIon;(n: the fast^grpwing-Carol(nas, 40,000 

td 60,000 custpmers join our system each 

year.'Ourservice areas in Indiana, Kentucky 

and Ohio are adding. 11,000 to i6,000 

:CUstQmers:a ye.ar;::V.;.-y.v^l . -

F6recasts/iri,dicatethatour:cu5tpm^^^ in :; 

tKe:Qai'blirias:Will ;ri^d aa^^ 

megavvai^ by 2Qli-increasingtq 

additional :^i 120 irnegawatts by 20^^;: l^r 

perspectiveiipuke Energy Carolinas* generating 

^capacity; is currently abQ0t2b-000 m 

• i l f ^ S i ^ l r t S ^ W i ^ i ^ M M ^ W ^ ^ ^ ^ S W ^ W B 
Year 

2011 

2016 

2021 

Indiana 

275 

612 

797 

Carolinas 

2,120 

4,180 

6,120 

Kentucky 

No new generation is planned at this time 

Ohio 

Plans are being reviewed 

* Fieures repfesenl cumulative tolals to maintain a 15% reserve margin (Indiana) or 17% reserve margin (Carolinas) that may come from 
purchases, company-owned assets, anil/or additional demand-side managfimsnt. 

m 
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ENVIRONMENTAL FOOTPRINT 

2004 U.S. GREENHOUSE GAS B1ISSI0NS 

By sector (Million Metric Tons COj Equivalent)* 

® Residential 

• Electricity Generation 

• Transportation 

^̂- Industiy 

.: © Agnciiltlire : ,: 

0? Commercial • 

391.i 

.2,337.8 

1,955.1 

1,3/7.3 

491.3 

459.9 

6% 

32% 
28% 

20% 

7% 

7% 

* SoofM U5, EPA. Invenlflry of U.S. Greenhouss Gas Emissions and 

S M s : 1990-2004. April 15.2006..-• 

Greenhouse gas emissions come from 

many sources. This chart shows that the 

largest contilbutors to total U.S. emissions 

are the electric generation, transportation 

and industrial sectors. 

CLIMATE CHANGE AND 

DUKE ENERGY'S CALL TO ACTION 

As the third largest consumer of coal in the 

U.S., Duke Energy is taking a leadership role 

in addressing global climate change. 

OUR TMREE-PRONGED APPROACH 

Our approach to greenhouse gases and climate 

change has three components; 

' Promoting mandatory greenhouse gas 

reduction regulations 

• Voluntarily reducing our greenhouse 

gas emissions 

' Advancing technological innovations 

Policy Leadership - Duke Energy supports 

passage of federal legislation mandating 

economy-wide regulation of greenhouse gas 

emissions. We believe Congress should act now 

to establish a market-based program that v^ould 

cap greenhouse gases emitted from all U.S. 

sources, including power generation, industrial 

and commercial sources and the transportation 

sector. Climate change is a global issue; there­

fore, it would be counterproductive for each 

state in our country to pass its own legislation 

with different requirements and incentives. 

A national cap-and-trade program is our 

preferred approach. This type of program would 

set a price for greenhouse gases, thereby estab­

lishing necessary price signals for the market­

place. Prices would also provide clear financial 

incentives to more aggressively develop 

technologies to reduce greenhouse gases. To 

permit the economy to adjust to the changes 

ahead, legislation should first focus on slowing 

the growth of greenhouse gas emissions and 

later transition to a declining national cap. 

Congress should adopt economy-wide climate 

change legislation as soon as possible based on 

the proven cap and trade approach used in the 

Clean Air Act Amendments of 1990 and more 

recent regulatory programs. This will provide 

the necessary regulatory framework our nation 

needs to ensure utilities like Duke Energy can 

make the best long-term decisions on behalf of 

our customers and the environment. 

Voluntary CO^ Reduction - Duke Energy 

believes it is important to continue reducing 

greenhouse gas emissions even before these 

emissions are regulated. Our goal is to reduce, 

avoid and/or sequester 10 million tons of CO^ 

equivalent emissions by 2014. We will be 

investing $3 million per year on various types 

of greenhouse gas reduction projects to achieve 

this goal. In the past, we have invested in 

wind and solar power demonstrations, refores­

tation, power plant improvements and lighting 

upgrades, among other projects. 
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We are convinced that voluntary actions are 

not enough - a mandatory policy is needed to 

address climate change in a fair and economi­

cally sound manner. More information about 

our commitment is at v/ww.duke-energy.com/ 

environment/climate-change.asp. 

Technological Innovation - New technology 

will play an important role in achieving the 

country's climate change objectives. We are 

supporting research and development on 

both supply-side and demand-side options. 

We have plans to build state-of-the-art coal 

and nuclear plants, and have been awarded 

significant federal investment tax credits for 

our Edwardsport Integrated Coal Gasification 

project and our Cliffslde supercritical pulverized 

coal project. 

in addition, Duke Energy is involved in three 

of the seven Department of Energy regional 

carbon sequestration partnerships. Our East 

Bend Generating Station in Kentucky was 

chosen as a Phase 11 geologic sequestra­

tion project for the Midwest Regional Carbon 

Sequestration Partnership. The purpose of the 

project is to investigate the safety and effective­

ness of carbon sequestration. 

Because geologic sequestration is not feasible 

in many parts of the U.S., we are working 

with other companies and the Electric Power 

Research Institute (EPRI) to evaluate the use 

of chilled ammonia to permanently capture 

and remove CO^ from flue gas. The goal is to 

continue using coal as a secure and affordable 

fuel for electric generation while reducing CO^ 

emissions. 

Duke Energy is also partnering with Southern 

Company on a potential new nuclear station 

in Cherokee County, SC. Additionally, we 

are actively involved in the NuStart Energy 

consortium, which will develop first-of-a-kind 

engineering for new nuclear reactors. 

SUPPORT FOR RESEARCH 

AMD DEVELOPMENT 

Much of Duke Energy's research is done collab­

oratively. In 2006, we invested approximately 

$12.5 million in research on power generation, 

power delivery and environmental sciences. 

The largest portion of our research budget -

approximately $10 million -went to EPRI, 

Founded in 1973, EPRI is an independent, 

nonprofit center for public Interest energy and 

environmental research; its members represent 

over 90 percent of the electricity generated in 

the U.S. For every dollar we invest in EPRI, 

Duke Energy receives about $30 worth of 

collaborative research and knowledge. 

CLIMATE CHANGE POLICY PARTNERSHIP 

As a founding corporate sponsor, Duhe Energy 

pledged $2.5 million to support climate change 

policy research at Ouke Uni­

versity. The Climate Change 

Policy Partnership (CCPP), 

fomied in August 2005, 

includes corporate partners, 

the Nicholas School of the Environment and 

Earth Sciences, the Nicholas Institute for 

Environmental Policy Solutions and The Center 

on Global Change. More information is at 

www.nicholas.duke.edu/institute/ccpp/. 

"^ 

M 
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QUALITY WORKFORCE 
Attract and retain a diverse, high-quality workforce 

^ ^ i 

' ^.c^Xtos ^h^ \%H^^" - i OPWUNITIES - -% 

' ' ' '^ ^ fes ' for the best tdlent "̂  V ^ J 

i j ^ 

ifres for tf]e best tdlent 

\̂ ^ * % 

.p^-i 

fe 

^employer arfd dftragt top t ^ f ^ t Jjprpvidi;)^ 

J. > ^ 

high qliality tfaming competitive iDenefife ^ f̂ -* 

and a safe satisfying ^prk^^^Wqi^^^p;^^^ ^ -̂  

^ & . 

y 

Achieye,zero fatalities ;arvd lop' deeile;^gle^"]^ 

performat:ite iri-totaj incid^ case !̂ te;:CTlCFi3\: 

Deve|bp;a cultUi^ of: Wellriess^ by:enc6ur&iging|̂ ^ 

supporting land •i^jArardihgimpipv^^ grv^p^fe^ 

health;aiid;;)wel!^feingy^;lK,''^y;\ 'yry^^^-Vî - ĵj 
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TELL ME 

Duke Energy's "Tell Me" program encour­

ages employees to protect each other by 

identifying risky behavior 

and Immediately stop­

ping those actions. The 

concept is simple: By 

wearing the 'Tell Me" badge, employees 

invite others to tell them when they may 

be performing an unsafe act. 

^iTLLfrESSll 

mam 
" I l N J U R Y J 
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Lastyearw^stragicfbr:Duke£ne'rgy in.one 
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Contractors died;dueto;aGCid^nte^ 

Of these, two wereJriJU.S.^^F^^ 

and Gas';Power Deliyei^ d[ieratiohSi^^^ 

at a c6nsji;uctor'gr(5j0ct;^ 
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IfMPROVlNG SAFETY 

Improving employee and contractor safety is 

a top priority for our company. Because safety 

Is an objective we share with other companies 

and industries, Duke Energy hosted a National 

Safety Summit in Washington, DC in October 

2006. 

Approximately 80 participants from business, 

labor and government came to the summit to 

share data, lessons learned and best practices 

in contractor safety. In 2007, we are continuing 

to promote improved contractor safety by 

maintaining the momentum from the National 

Safety Summit and convening action within the 

trade association for investor-owned electric 

utilities, the Edison Electric Institute. 

EMPLOYEE SAFETY DATA 

• Based on Occupational Safety and Health 

Administration criteria, in 2006, we had 

302 employee incidents during approxi­

mately 40,2 million work hours, a 7 

percent decrease from 2005. 

• We met our 2006 total incident case rate 

(TICR) target of 1.50 and achieved a total 

lost workday case rate of 0.35. Our 2007 

target is a 5 percent improvement in the 

TICR, to 1.43. 

* Our natural gas operating unit in Ohio and 

Kentucky achieved strong improvement in 

safety performance in 2006, with half the 

number of personal injuries compared to 

2005 and the lowest TICR in 10 years. 

NEW SAFETY INCENTIVE 

To reinforce the role every employee plays in 

safety, all employees will receive a 5 percent 

increase in their short-term incentive payments 

if Duke Energy has no employee, contractor or 

sub-contractor fatalities in 2007. This provides 

an added incentive for vigilance and commu­

nication about unsafe working conditions. 

Additionally, management employees under the 

long-term incentive plan will lose 5 percent of 

their bonuses if certain TICR goals are not met. 

EHS STEERING TEAM 

In 2006, we established an Environmental, 

Health and Safety Steering Team to reinforce 

our safety and environmental goals. Comprised 

of officers representing generating stations, 

natural gas operations, fleet services, 

purchasing, legal, human resources and 

engineering services, the steering team meets 

regularly to share information about conf^pliance 

issues and best safety practices. The steering 

team also ensures consistent policy direction 

across the company. 

Chns Ayets, Une Specialist worlts to 
restore power tn Bloomington IN after 
an eariy 2007 ice storm 

m 
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QUALITY WORKFORCE 

DIVERSITY A 4̂D (NCLUSI0^4 

An inclusive workplace is one where employee 

differences are valued, where people are 

trusted to make good decisions and where 

they are able to connect with others across the 

company to achieve superior business results. 

Duke Energy has a number of initiatives to 

support an inclusive culture. These include 

regular "Open Forums" with company leaders, 

extensive training offerings, work/life balance 

programs and employee resource groups such 

as the Business Women's Network and Minority 

Professional Association. 

A Diversity Council, comprised of a cross 

section of company representatives, provides 

oversight and direction for the company's 

diversity and inclusion initiatives. Diversity 

recruitment is aimed at particular segments of 

the population, such as women and people of 

color, in areas such as finance, accounting and 

engineering. 

1 Workforce Diversity Statistics 

Regular full-time employees as of 
Jan. 31, 2007 

Females as percent of workforce 

Females as percent of management 

Ethnic Diversity 

* Caucasian 

* African American 

' Hispanic 

* Asian/Pacific Islander 

' American Indian/Alaskan Native 

" Not Identified* 

Members of a collective 
bargaining unit 

17.910 

21.7% 

17.5% 

81.9% 

10.6% 

0.9% 

0.8% 

0.3% 

5.5% 

25.8% 

* Duke Energy M e m a t m a i empfoifees for whom genrfer and race | 
data are nol captured. | 

TALENT DEVELOPMENT AND 

KNOWLEDGE TRANSFER 

A particular challenge for Duke 

Energy, like many electric utilities, 

is that approximately 40 percent of 

our employees will be eligible to 

retire within the next five years. 

To address knowledge transfer 

and retention, Jim Rogers has 

charged the top 50 leaders of 

Duke Energy with developing workforce 

plans that he will present to the board of 

directors in August. 

To develop the skills of our team, we conducted 

more than 2,400 training and professional 

development courses in 2006. In addition, 

job-rotation programs, apprenticeships, develop­

ment planning and training in leadership, 

management and technical areas were held. We 

also introduced Skillsoft E-learning, a new suite 

of more than 2,700 computer-based training 

courses in information technology, business 

skills and other subject areas. Available via the 

internet, Skillsoft provides employees access lo 

training at any time, from any location. 

WORK/LIFE BALANCE 

We recognize that our employees must balance 

work, home and community priorities and we 

offer a number of programs to help. Examples 

include: 
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Wellness - Employee we 

include: education, medit 

assessment and behavior 

desired).. We are also exp 

such as smoking cessatio 

counseling. In 2007, Dul 

tiecome an entirely smoki 

Compensation and Benefits - To compete for 

the most talented employees, we have com-

pensatidn and benefits packages that include 

competitive-pay. vacation, a 401(k) retirement 

savingsptan with company match and a retire­

ment cash-balance pension plan. 

Wealsosupport^the volunteer and educational 

interests; of our employees, Tor example, bur 

.Excellence in Education and Communities • 

program gives all full-time employees 10 

hours of paid time off each year for activities at 

schools or to volunteer in their communities. 

Duke Energy goes well beyond legal require­

ments to support employees who serve in 

the arn^ed forces. All non-unionized, eligible 

emf)loyees on approved military leave of 

absence are eligible to receive 100 percent 

of their base pay for up to 52 weeks on a 

continuous or intermittent basis and 75 percent 

of base pay for up io an additional 104 weeks. 

EiTiployee Opinion Survey - Since 1990, Duke 

Energy has systematically measured employee 

opinions about the company. The 2006 survey, 

conducted after the merger, sampled approxi-

diversity to a 

greater degree than 

in the past and at a 
level that continued 

to exceed national 

norms. 

' Employees' perception I 

of management ethics 

showed steady 

improvement. 

^ But, employees expressed 

confusion and frustration over 

merger integration issues and a 

series of workforce reductions. 

Results from the Employee Opinion 
Survey are sbared broadly within the 

company. For example, two ofthe 

2007 Charter Imperatives respond Xo 

employee feedback: 

» Establish the identity and culture of 

new Duke Energy, unifying our people, 

values, strategy, processes and systems. 

• Optimize our operations t)y focusing on 

safety, simplicity, accountability, inclusion, 

customer satisfaction, cost management and 

employee development. 

TOP TO BOTTOM 

(Leftto \\^x) Marcelo Flores, David Morgan, 
Bobby Morrison, Reggie little. Disttitmtion line 
Technicians, v^ith the ciiesel/electric hybrid 
sewice truck now being tested at our Matthews, 
NC operations center. 

Sirtene Floces, Customer Seivlce Specialist,' 
uses tier bilingual skills to assist customers. 

Joe MiUer, General Manager of Zimmer Station, 
near Moscow, OH. 

"^ 
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STRONG COMMUNITIES 
Help build strong communities 

s 

2006 ECONOMIC DEVELOPMENT 

Duke Energy was a key contributor to the 

economic growth of its service territories in 

2006. The three econon)ic development 

regions - the Carolinas, Indiana and Greater 

Cincinnati - were instrumental in attracting 

new industry, helping existing customers 

expand and working with local communities 

to promote a favorable business environment. 

.A .̂ '::-K!-"^ .̂l 

.;^:fi,;'...''S^ii 

j * ^ : ^ ^ ! - ' ^ ; 

•GQf^s::::-y?0:y-7:}y:yy\:\_Xy^ 
• Partner to istihrjulate econori)ic gr^^Minvbu/;^ 

comrpUf)it(e^byattmGtfn^.l2,50Oipbs^^^ 

$2,4-bilii6n;ln^apital investri-ietit in-;|o57;^-v 

•Invest^oyer^Sl'^ million 0nnualiyjn>;'^j.:-;\:^;"t^ 

corrimunity programs that imprc^ îHe-vî ^^ -̂̂ ^^ 

quality of life.in ourcpnimunitles- : ; .': 

• Implement tools for our communities Ihst 

will sUf:^ri;their)0:!g4e/m-piafim 

;• ^p^iMlpP ar}d jrnplenierit strategies1p^acidfe$$\: 

-future vifater issues:that;wil| ^ri^efrom ;y-7^:y 

continued pppuiation growth inthe.Carolinas" 

\ increase speridingMh diverse suppliers ; \ / 7 

byS^percentayear ,:•.; • ,uw.;:>:77 

•; Implei-nent iniriattves tp support pubHC;;̂  :yyy 

:. safety mauf'-cbmrnMnitjes .;.-•> ' 'yy-yy-:}y 

Our tean} of experienced business and 

economic developers had an extraordinary 

year and helped create more than 17,000 

new jobs and attract $5.1 billion in new 

capital investment across our service areas. 

Citigroup, GSI Commerce Solutions, Pfizer, 

Poly-America and Fidelity are among the 

companies that chose Duke Energy-served 

sites for their expansion and relocation needs. 

Driven by efforts from our economic devel­

opment staff and state an6 local economic 

6evelopa)ent professionals, we continued to 

diversify our economy by attracting high-wage 

and technology-intensive businesses. 

SUPPLIER DIVERSITY 

Duke Energy's comnrtitment to diversity extends 

beyond its employees to include suppliers, 

community organizations and our customers. 

We have a focused effort to Identify and 

support businesses owned by women, minori­

ties and veterans, Our philosophy is that with 

a more diverse supplier base, we have stronger 

competition, which benefits our company and 

our communities. 

y^ ^^ 

^o^t)n î̂ exNm|ftub%{M&'ons) ^ '̂ y 
2005 

$132.1 

2006 

$143.2 

Increase over 2005 

8.4% 

* "Diveisi'iy means women-, mtnofity-, and veteran-owned 
businesses. 
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ENERGY ASSISTANCE 

Duke Energy offers a number of initiatives 

to assist low-income customers, including 

programs that help customers reduce costs 

by improving energy efficiency, as well as 

programs and policies supporting energy 

assistance. 

In 2006, over $10 million was contributed 
by Duke Energy, its customers, and the Duke 
Energy Foundation to energy assistance 
programs in the communities we sen/e. We 
partner with social service agencies to admin­
ister the programs in order to make energy 
assistance part of an integrated response 
to customers in need. In some cases, our 
customers and our Foundation also contribute 
funds for energy assistance. 

The programs for energy assistance go by 

different names in the regions we serve: 

' North and South Carolina; Share the 

Warmth, Fan Relief and Cooling Assistance 

• Ohio: HeatShare 

• Kentucky; WinterCare 
• Indiana: Helping Hand 

CONTRIBUTING TO OUR COMMUNITIES 

In addition to providing safe and reliable energy 

and serving as a major employer, Duke Energy 

also contributes to its communities with chari­

table grants and volunteerism. 

In 2006 , charitable contributions totaled over 

$ 1 9 million. Adding in other company contribu­

tions, in-kind donations, employee and retiree 

volunteer time and their contributions through 

company programs and campaigns, Duke 

Energy - and its people - contributed close to 

$29 million in 2006. 

PUBLIC SAFETY 

Duke Energy has a number of programs to 

educate the public about electric and gas 

safety. In 2006, we organized, updated and 

expanded our public safety information on a 

number of topics, including: 

• Call Before You Dig 

• Report a Power Outage 

• Report a Gas Leak 

" Right of Way Management 

*• Electric Safety 

" Gas Safety 

' Nuclear Emergency Preparedness 

• Contractors & First Responders Safety 

' Kids Safety 

• Identifying a Duke Energy Employee 

To learn more about any of these 

topics, please visit our Web site ah 

vww.duke-energy.com/safety/. 

Duke Energy concentrates Its electric and natu­

ral gas safety messages on four main audience 

groups: contractors, emergency first respond­

ers, school children and customers. We offer 

English and Spanish language booklets, videos, 

decals, trainers' guides and other materials 

upon request. 

We also continued radio, television and news­

paper safety messages, bill inserts and natural 

gas and electric safety demonstrations in our 

service areas. 

20G6COHSOL1D.AT£D GIVING 

Eachyear, we aggregate all of the 

contributions made by Duke Energy, 

including Foundation and other cash 

contributions; In-Eind gifts and sen/ices; 

and the contributions and volunteerism of 

our employees and retirees. In 2Q0Q, Ouke 

Energy giving totaled close to $29 million. 

® Foundation Charitable Donations 65% 
®' Employee/Retiree Volunteer Time 16% 

•G~ Employee/Retiree Giving 15% 

® Cash & In-Kind Goods/Seivices 4% 

In addition, Duke Energy Carolinas 

continues to share its Bulk Power 

Marlteting (BPM) profits through programs 

with industrial customers, the economic 

development community and public 

assistance agencies in the Carolinas. 

Charitable contributions from BPM 

profits to non-profit organizations in 

2006 totaled over $6.4 million. These 

grants benefitted energy assistance 

programs, the North Carolina Community 

College Grant Program and AdvanceSC 

for education in South Carolina. 
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STRONG COMMUNITIES 

UNITED WAY SUMMIT AWARD 

United Way of America honored Duke 

Energy in 2006 with its Summit Award, 

recognizing the company's commitment to 

improving local communities. 

(Left to right) Vincent Davis. Director of Customer Operations, helps 
build a handicapped-accessible ramp and deck in Cincinnati, OH. 

Eileen Olofson and Stephanie Ules, Office and Communications 
Seivices, help at a local food bank. 

Joe Needham, Senior Applications Systems Analyst, installs a new 
computer system at a youth camp near Indianapolis, IN. 

D U K E E N E R G Y F O U N D A T I O N 

T h e D u k e Energy F o u n d a t i o n concen t ra tes its 

gran ts in three areas: 

• Environment and Energy Efficiency -

Grants for conservation, training, research 

and energy efficiency services. 

' People Working Cooperatively is a non­

profit organization in the Greater Cincinnati 

area that provides critical home repairs 

and energy conservation services to low-

Income and elderly residents. In addition 

to Foundation funding, Duke Energy 

employees volunteer their time and energy 

to repair homes in the community. 

• Economic Development - Funding for skills 

development; pre-K-12 education focused 

on math, science and technology; higher 

education; government or other non-profit 

programs supporting innovative solutions for 

business, industry and workforce challenges. 

• The Duke Energy Foundation provided the 

lead gift to create the Charlotte Research 

Institute (CRI) at the University of North 

Carolina - Charlotte. CRI offers advanced 

engineering and technical training to help 

transform our regional economy. 

Community Vitality - Contributions 

supporting health and human services 

through United Way; arts and culture; 

energy assistance; public safety; and 

community leadership development. 

" In 2006, Duke Energy employees, retirees 

and The Duke Energy Foundation pledged 

over $4.5 million to the United Way 
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chapters in the communities we serve. 

We also partner with the American Red 

Cross to provide storm preparedness kits 

and disaster assistance. 

We recognize that every community is unique, 

with different challenges and strengths. 

Requests for company resources are received 

and evaluated locally by our network of 70 

business relations managers. By listening and 

responding to the varied needs of our commu­

nities, these managers help match company 

resources with regional needs and share best 

practices across our service areas. Guidelines 

and an application for grant funding are 

available at www.duke-energy.com/community/ 

foundalion.asp, 

VOLUNTEERISM 

Volunteerism and civic leadership are important 

attributes of Duke Energy's history and culture. 

It is part of what defines us as a company. 

Here are some statistics on the strength and 

impact of our volunteer efforts in 2006: 

• Total volunteer projects: 530 

• Volunteers participating: 8,000 (estimated) 

• Employee and retiree volunteer hours: 

268,800 (estimated) 

• Number of charitable organizations 

reached: 375 

• Numberof communities helped: 167 

While volunteerism is a year-round commit­

ment at Duke Energy, we conduct an annual 

Global Service Event (GSE) to recognize and 

encourage volunteerism. In 2007, we will 

celebrate the lOth GSE in April and May. 

GSE has become a popular way for us to 

show the power of our teamwork, inspire 

volunteerism and build our brand. During 

the 2006 GSE, employees and retirees spent 

approximately 15,000 hours planning and 

participating in nearly 400 volunteer projects in 

almost 140 communities in the U.S. and Latin 

America. Their efforts touched more than 290 

different nonprofit organizations. 

C0MMUNI1-7 PLANNING 

Sustainability is a concept that is good for 

business and communities. In partnership 

with Global Community Initiatives (www. 

global-community.org), we offer a Web-based 

tool to help civic leaders evaluate the "sustain­

able health" of their communities. Partici­

pants respond to a series of questions about 

their local governance practices and social, 

economic and environmental conditions, 

and then receive feedback on their perfor­

mance based on best practices in community 

planning. They also receive a list of resources 

to further improve their performance. This 

tool is available on our Web site at v/ww.duke-

energy/environment/sustainability.asp. 

554 

http://www.duke-energy.com/community/
http://global-community.org


• ^ 

GOVERNANCE & TRANSPARENCY 
Be profitable and demonstrate strong governance and transparency 

^ - 'CHALLENGE 

r 

5 V 

OPPORTUNITIES 
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.GOALS >c.;:>> :;(Ti'rv:^;':;0-;;jv/x,v 
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PROFITABILITY Ai^D SUSTAINABILITY 

Duke Energy believes that profitability is a 

prerequisite for sustainability. A business that 

isn't profitable simply won't be In business 

for long. 

In 2006, we transformed ourselves into a more 

sustainable company by unlocking our inherent 

value and reducing the risk in our business, 

Four actions contributed to this change; 

• The completion of our merger with Cinergy 

to grow the electric side of our business 

• The spinoff of our natural gas transmis­

sion and related business lines into Spectra 

Energy 

• The formation of a joint venture to manage 

our real estate business 

The reduction in our risk profile by selling 

our unregulated power plants outside of 

the Midwest and by selling our Commercial 

Marketing and Trading business. 

Finahcial Hlghlights^CJn-lnilliQm^^^^^ 
&i)are-ds^'^yyy.yy yy .-y .' " 

Operating 
Revenues 

Operating 
Expenses 

Net Income 

Earnings per 
Share, Diluted 

Dividends per 
Share 

Total Assets 

2006 

$15,184 

$12,493 

$1,863 

$1.57 

$1.26 

$68,700 

2005 

$16,297 

$13,416 

$1,824 

$1.88 

$1.17 

$54,723 
* Includes natural gas operations spun off to t)ecome Speclfs 

Energ/ in January 2007. 
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INVESTORS' RETURN 

2007 is the 81st consecutive year that Duke Energy has paid a quarterly cash dividend. 

CoiTiparison of 2006 Total Returii 

30% 

15% 

Comparison of Five-Year Cumulative Total Return* 

$200 

26.3% 15.8% 20.0^ 

A Duke Energy Corporation (pre-spinoff 

of Spectra Energy) 

« S&P 500 Index 

• Philadelpiiia Stock Exciiange 

Uiility Sector Index 

Dec. 01 Dec. 02 Dec. 03 Dec. 04 Dec, 05 Dec. 06 

$100.00 $51.80 $57.98 $75.50 $85.39 $107.81 

$100.00 $77.90 $100.25 $111,15 $116,61 $135.02 

$100.00 $81.65 $101.95 $128.57 $151.99 $182.44 

* Assumes $100 was irtvesled on December 3 1 . 2001 in company common 
stock and each index. Values are as ol December 31 assuming dividends art 
reinvested. 

AN INDEPENDENT BOARD OF DIRECTORS 

An effective board of directors is considered one 

of the strongest indicators of shareholder value 

and good governance. 

Elected annually, the board consists of nine 

outside members in addition to Jim Rogers, 

Duke Energy's chairman, president and CEO. 

Ann Maynard Gray serves as lead director. 

None of the outside directors has a material 

relationship with Duke Energy or its subsid­

iaries, so the board is independent under 

the listing standards of the New York Stock 

Exchange and the rules of the U.S. Securi­

ties and Exchange Commission. Additional' 

members, expected to be named in 2007, 

will bring broader and more diverse perspec­

tives to the board. 

Although all employees are subject to our 

Code of Business Ethics, Duke Energy's 

board of directors adopted a Code of Business 

Conduct and Ethics to address the issues 

unique to their responsibilities. That code is 

available at vww.duke-energy.com/investors/ 

corporate-governance.asp. 

COMiVUiNICATlNG WITH THE BOARD 

Shareholders and other stakeholders can 

communicate with the lead director or any 

board member by writing to the corporate 

secretary, who forwards correspondence to 

the appropriate director. In addition, the Audit 

Committee has established a protocol for the 

receipt, retention and treatment of complaints 

regarding accounting, internal accounting 

controls or auditing matters. 

ETHICS INVESTIGATIONS 

Duke Energy strives to provide an environment 

where employees feel free to raise work-

related concerns without fear of intimidation 

or retaliation. The company has also retained 

an independent provider to take concerns 

from employees who are not comfortable with 

internal reporting options or who prefer to use 

the confidential Ethics Line to report anony­

mously. All allegations are investigated and the 

results are reported to the Audit Committee of 

the board of directors. 

l ^ Board of directors ^ 

'•^JulLaJsiispn Cgrporate Secretary 

Pute Energy £̂A 025 

I ZZfEast Fourth Street 

Cincinnati OH 45202 

MemlJef? ofthe piiblic may also 

contact file company or the board 

s^ through the Dufe Energy Wei) 5rt8 

^ ww^duke energy com/contact/ ortjy 

phone i^$C^m/^^Qm3s^^' 

'^ ^ 

t ( 

b ^ 
-^r- '̂ ,* ^ 

f - i . 

- - • ^ ^ 

http://vww.duke-energy.com/investors/


GOVERNANCE & TR/̂ NSPARENCY 

^ 

GLOBAL REPORTING INITIATIVE: 

BROAD INDEX TO INDICATORS 

Standard Disclosures 

1-7.28-31 

Economic Indicators 

Pages 18,24-28 

Environmental Indicators 

Pages 11,12,14-19 

Product Responsibility Indicators 

Pages 13,15 

Labor Practices and 

Decent Worft Indicators 

Pages 20-23 

Human'Rights Indicators 

Pages 7,29 

Society Indicators 

Pages 4,10-12,18,20,25 

. A much more detailed index to all indica­

tors is available at www.duke-energy. 

com/environment/sustainability.asp. 

OUR GOVERNANCE PERFORiVlANCE 

Several organizations rate the quality and performance of a corporation's governance practices. 

We monitor the ratings of these three organizations as benchmarks for Duke Energy: 

Rating Organization 

The Corporate Library (Feb, 15, 2007)' 
TCL Rating 
Governance Risi< Assessment 
Governance Practices Compliance 

Institutional Shareholder Services -
Corporate Governance Quotient (Feb. 15, 2007)^ 
Index Ranking 
Industry Ranking 

GovernanceMetrics Internationa! (Dec. 2, 2006)^ 
Overall Global 

Duke Energy Score 

B 
Low 
93% 

13.8 
30.7 

9.0 

Scale 

A-F (No E) 
Low or High 
0%-100% 

0-100 
0-100 

0-10 

1 The TCL Rating, Governance Risk AssessmenI and Governance Praclices Compliance Score values are published by permission from The 
Corporale Library, LLC. For furtiier explanation and informalion. go to wv/w.lhecotporatetibraiy.com. 

2 The ISS CGQ scores are published by permission from InstOulionat Shareholder services. For further infoimalion, go lo wwv/,(ssproxy.com. 

3 The GovernanceMelrics Internalional score is published by permission horn GovernanceMetrics Inlemational. For further informalion, go lo 
wviW.gm iralings.com. 

SUPPLY CHAIN 

Duke Energy adopted a Supplier Code of 

Conduct in 2 0 0 6 to clearly establish our 

expectations o f the companies w/e do business 

wi th . We expect our suppliers to conduct their 

business with the same regard for fair dealing, 

respect for the individual and the environment 

and quality service standards that we expect of 

ourselves. The Code is available at www.duke-

energy.com/suppl iers/code-of-conduct.asp. 

~^ 
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STAKEHOLDER EXPECTATIONS 

Duke Energy is committed to balancing the interests of our stakeholders. We have several pathways 

and programs to hear and respond to stakeholders' needs. 

1 stakeholders 

Customers 

Expectations 

- Reasonable costs 
• Reliable supply 
' Good customer service 
• Safe operations 
• Minimal air and water emissions 
• Energy efficiency advice 
• Community involvement 

Fulfillments 

• Strong management systems 
" Efficient cost control practices 
' Business relations managers' accessibility 
• Customer satisfaction surveys 
• Environmental compliance 
' Customer communication and 

Web site information 
' Volunteerism 

I . . _ . . . . 
Employees • Safe workplace 

• Competitive pay and benefits 
• Open communications 
' Career development opportunities 
• Fair and consistent treatment 
• Strong corporate reputation 

• Safe work practice policies and training 
' The Portal (online corporate 

information resource) 
• Career training and development 
• Benchmarking with industry peers 
• Open Forums with executives 
« Confidential ethics hotline 
• Community involvement 

1 
Communities ' Community development 

» Involvement with local initiatives 
• Public safety 
' Employment opportunities 
• Volunteerism 
• Rapid service restoration 

' Business relations managers' involvement 
in communities 

• Economic development assistance 
' Global Service Event and other volunteer efforts 
' Duke Foundation grants 
- Cooperative service restoration agreements 

with other utilities 

Suppliers • Fair dealing 
• Timely payment 
' Opportunities lo grow their 

businesses 

' Supplier Code of Conduct 
* Competitive bidding process 
' Confidential ethics hotline 
' Minority/women/veterans business 

procurement practices 
• . : , •- - - • '--•-. -• - •; • : • • - • : . • ; • - . • ; ' • - • " I 

Investors • Competitive returns 
' Strong board governance 
- Management accountability 
• Regulatory compliance 
• Strong corporate reputation 
• Transparent reporting 

• Strong financial performance 
' 81 years of cash dividends 
• Comprehensive management and ethics policies 
' www.duke-energy.com/investors 
' Investment grade credit ratings 
• Strong balance sheet 

- • , . - • - r - - : - • • ' - . ^ > - • - - , - • ' • • • - ' • = • ' • - • ^ 1 

Regulators • Reasonable cost and 
reliable supply 

• Regulatory compliance 
• Transparent reporting 
' Collaborative policy debates 
• Community involvement 

• Effective management policies and systems ' 
• "No surprises" practices 
' Policy leadership j 

; • - • ; • . ' / . • i - - ' - ! ' - - ' . ' : ' ' ^ . : - • . ' • • : • - ' - • • ' • - ' • ' ' ) " - : " - ' • " • ' : , . " • • - ' - . - • • ^ -':-^.^-^ - . - : • . - : ' , • - • • i ^ j z : - : ' - \ - - r r : - f : . : \ - [ ( • • - v - r v - ' . - ; . ] 

Non-Government 
Organizations 

' Transparent reporting 
• Accessibility 
• Engage in problem-solving 
• Research and policy leadership 

• Partnerships and collaboratives on several Issues 
and at various levels 

• Annual sustainability and financial reports 
- Joint research projects 
• Stakeholder dialogues | 

CASE STUDY \\\ COLUOORATtON. 

CATAWBA-WATEREE HYDRO 

ftaifigHSIHG 

Ouke Energy's Catawba-Wateree 

Hydroelectric Project is the bacl̂ bone 

of the company's generation portfolio 

iii the Carolliias, consisting of 13 hydro 

plants, 11 resen/oirs ami 225 river miles. 

The Catawba-Wateree system is also an 

important resource to the residents of the 

Piedmont Carolinas, touching 14 counties 

in North Carolina and South Carolina. 

With Its license forthe Catawba-Wateree 

system approaching renewal, Duke Energy 

collaborated with regional stalteholders 

to develop recommendations to Improve, 

balance and sustain the power and non-

power uses of the Catawba system for the 

next 40 to 50 years 

The relicensing agreement took more than 

three years to develop. More than 160 

representatives from over 80 organiza­

tions in the Carolinas paitlcipated in the 

process, attending more than 300 meet­

ings and analyzing over 2,100 interests in 

the river. The Comprehensive Relicensing 

Agreement, filed with the Federal Energy 

Regulatoiy Commission in Au&ist 2006, 

was signed by 70 parties. 

This collaboration is a powerful example 

of stakeholders finding common ground to 

protect ai\cl preserve ̂ e Catawba River. 

We've developed a.summary case sfedy 

of the process and its outcomes at: www. 

duke-energy.cofn/pdls/cw-brochure.pdf 

n 
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iNDf-:PfNDENT REVIEW 

RkMincss Tor Social Rcsponsibiiily 

Business for Social Responsibility (BSR) reviewed 

Cinergy's 2004 and 2005 Sustainability Reports 

prior to the merger with Duke Energy, and our 

annual review has continued with the new Duke 

Energy. This year, we commented on an early 

report outline, facilitated a series of stakeholder 

discussions on report content, and prepared 

this independent review of the final report. It 

should be noted that our review neither verifies 

nor expresses an opinion on the accuracy, 

materiality or completeness of the information 

provided in this report. 

This year, we are particularly impressed with the: 

• Sustainability Context -The CEO letter 

succinctly identifies the most pressing societal 

issues for Duke Energy and links these issues 

to the company's operations and activities. 

Of these, the company's aggressive stance 

on climate change policy distinguishes it as a 

sustainability leader among American utilities. 

• Balance - In addition to highlighting 

successes, Duke Energy speaks frankly about 

failures in sustainability performance - for 

example, in the area of safety - and clearly 

outlines how it plans to rectify these failures. 

The company also shares ongoing challenges 

associated with the merger, including 

employee frustration and the need for stronger 

measures of sustainability performance in 

the future. 

• Response to Stakeholder Feedback - Since 

BSR reviewed earlier versions of the report, 

we can highlight Duke Energy's efforts to 

respond to stakeholder feedback in the final 

version, including: 

• More coverage of policy and technological 

responses to climate change. 

• More information about the company's 

investment in research and development, 

particularly clean technologies. 

• More thorough and more explicit 

goal definition in the area of "strong 

communities." 

In looking ahead to future reports, we 

encourage Duke Energy to strive for 

the following; 

' Demonstrate progress on the goals set out 

in this report. We readily acknowledge the 

limitations Duke Energy faced this year in 

integrating the sustainability performance of 

two previously separate companies, and the 

need for better, more quantitative measure­

ments moving forward. In future reports, we 

look forward not only to a careful review of 

Duke Energy's performance against existing 

and soon-to-be-created benchmarks, but 

also insightful examples of how the goals are 

being achieved across business units and at 

the front-lines with customers, employees 

and communities. 

" Address how the company will respond to 

stakeholder concerns about coal and nuclear 

generation. In this year's report, Duke Energy 

articulated the case for increasing base load 

generation and Identified the various alterna­

tives it is considering. These decisions are 

cleariy complex and potentially very conten­

tious for stakeholders. While we know that 

Duke Energy does engage with stakeholders 

on these issues, we want to hear more in 

next year's report about the process and the 

results of engagement, as well as the steps 

Duke Energy Is taking to respond to any 

health, safety, and environmental concerns 

associated with coal and nuclear generation. 

Anamaria Nino-Murcia 

Manager, Energy & Extractives Program 

Business for Social Responsibility 

March 23, 2007 

m 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
DUKE ENERGY FOUNDATION 

SFR Reference: Chapter II (B)(9)(d)(v) 

I. Policy and Goal Setting 

The Duke Energy Foundation, the philanthropic arm of Duke Energy (which includes 
Duke Energy Ohio), does not issue policy statements for the corporation per se, but 
does establish Duke Energy Foundation policies as approved by The Duke Energy 
Foundation Trustees. The Duke Energy Foundation supports the stewardship 
objective in the Duke Energy charter. 

The goal of The Duke Energy Foundation is to use corporate contributions wisely to 
support our objective of being viewed as an engaged corporate citizen in the 
communities we serve and in which we are located to: 
• Build strategic relationships that support our business objectives 
• Build our brand 
• Strengthen / give back to communities where we are a major presence 
• Support employee volunteerism and a culture of community involvement 

II. Strategic Planning 

Strategic planning for The Duke Energy Foundation begins with a review and 
understanding of relevant community needs as well as company strategic plans, 
including the US Franchised Electric & Gas unit's business plan, which is updated 
at least annually, but more often as needed. The plans are also informed by best 
practice research, workshops, and conferences and benchmarking information. 
Additionally, extemal sources are monitored for emerging issues that could impact 
our charitable giving decisions. Regular staff meetings, and meetings of the 
Community Relations Network, 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. The Foundation Trustees review and approve strategic areas 
of focus, policies and the overall contributions budget. 

III. Organizational Structure 

The Foundation reports to the Group Vice President of Strategy and Policy but 
maintains an independent govemance process. The Vice President of Sustainability 

- I -
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and Community Affairs also serves as President of the Duke Energy Foundation. 
The Director of Corporate Community Relations, who reports to the Vice President 
of Sustainability and Community Affairs, is the Vice President ofthe Duke Energy 
Foundation. The Duke Energy Foundation Managers serves as the Secretary, and 
the Treasurer is from the Treasury Department. Legal provides Duke Energy 
Foundation legal support, and the tax department files the Duke Energy Foundation 
taxes. 

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

IV. Responsibilities 

The Duke Energy Foundation is the independent, 501(c)3 entity that distributes 
Duke Energy's charitable contributions. Funded by Duke Energy Corporation 
shareholders, it seeks to help fulfill the corporation's commitment to be a leading 
corporate citizen, while supporting business objectives through strategic 
philanthropy and providing certain tax benefits to Duke Energy, 

The Corporate Community Relations organization has general charge of the 
govemance, strategy, controls and systems related to philanthropic giving, including 
the Duke Energy Foundation. This includes the processing of grants from charitable 
not-for-profit organizations for Duke Energy Ohio's service territory and also funds 
programs to stimulate employee volunteerism and giving. 

As part of the overall govemance structure, roles and responsibilities are clearly 
defined as follows: 

The Duke Energy Foundation is governed by The Duke Energy Foundation Tmstees 
who are named by the CEO from executive leadership. They: 
• Establish overall Foundation policies and areas of focus 
• Establish annual giving level 
• Review / approves major gifts 

• Grant requests over $ 1 OOK 
• Multi-year commitments 

• Meet twice / year and can approve major grant requests via e-mail 

The Duke Energy Foundation Officers: 
• Recommend and manage Foundation policies / programs 
• Ensure strong govemance 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 
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• 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 

Regional Contributions Councils, composed of the local business unit President and 
business and community relations leaders named by the business unit president, 
operate in Ohio/Kentucky, Indiana, Carolinas and Corporate/Charlotte. They: 
• Establish regional giving plan and allocation (including UW) 
• Evaluate local grant requests. Approves grants from allocation up to limits of 

authority. Seeks Tmstee approval of major gifts 
• Meet quarterly or as needed 
• Consult with Foundation on comparables and ways to leverage opportunities 
• Maintain strong govemance / record keeping 
• Coordinate/communicate with other regional contributions councils on grant 

decisions 

V. Practices and Procedures 

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

Requests are made online at: www.duke-energy.com. The requests are received 
into the electronic system (called the Giving System provided by a third party 
vendor, the JK Group), The requests are routed to the appropriate intemal 
reviewer for consideration (e.g. Customer/Business Relations Manager, 
Area/District Field Manager and/or Generating Station Manager), who, will mark 
for approval or decline the request.. Grants marked 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. 
Organizations receive either award or decline letters via e-mail, and the actual 
checks are usually hand delivered by local Duke Energy contacts. 

• All grants include an intemal Duke Energy business "sponsor", a clear reason 
for making the contribution that relates to the areas of focus, and regular reports 
on the measurable results ofthe project. 

• If the grant is for $20,000,00 or more, a Memorandum of Understanding is 
signed by the organization and approved by the Duke Energy Foundation prior 
to making the commitment. 

- 3 -
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• 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 our Conflict of Interest Policy. 

• Intemal procedures are followed as required by the Intemal Auditing 
Department to audit bank statements and fund appropriations to ensure that 
Duke Energy Foundation funds are being properly disbursed, 

VI. Decision Making and Control 

Day-to-day decisions for distributions are made by the President, Vice President or 
Manager of the Duke Energy Foundation, by Duke Energy Business or by field 
leaders (Customer Relations Managers and Generating Station Managers), who are 
provided with budgets to use throughout the year. A Duke Energy Foundation 
officer has final approval on all grant distributions from The Duke Energy 
Foundation. Delegation of Authority (DOAs) have been established for several 
levels, including the sponsor level (typically field managers), sponsor's manager, 
key community relations managers, Foundation Manager, Foundation VP and 
Foundation President. All multi-year grants and any grant request over $100,000 
are reviewed and approved by The Duke Energy Foundation Tmstees. 

The Foundation 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. 

Duke Energy Foundation control processes include: 
• Contributions Conflict of Interest Policy 
• Detailed grant requests / "memorandum of understanding" for all requests $20K 

and above 
• Intemal sponsorship of grant requests 
• Segregation of duties between Tmstees/Regional Coimcils/Foundation in 

approving grant requests; clear Delegation of authority 
• Check printing and distribution performed by indQpendent contractor 
• Monthly review of all disbursements by Foundation Manager 
• Investment of Foundation assets by Treasury Department 
• Foundation bank reconciliation by Corporate Accounting 
• Intemal Audit of Foundation 

VII. Intemal and Extemal Communication 

The Duke Energy Foundation maintains a website on duke-energy.com. Through 
this website. The Duke Energy Foundation publicizes its policies and guidelines for 
grant requests. Additional information on Duke Energy philanthropic programs and 
community initiates is also included. The areas of focus and guidelines for grant 
requests are attached in Exhibits FND-1 and FND-2. 
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VIII. Goal Attainment and Qualification 

Goal Attainment and Qualification is subjective. The goal of The Duke Energy 
Foundation is to use corporate contributions wisely to support our objective of being 
viewed as an engaged corporate citizen in the communities we serve. 

Obtaining quantifiable results in this area is hard to measure. However, for grants of 
$20K or more, The Duke Energy Foundation requires a memorandum of 
understanding, with identified goals and a required project evaluation. These 
evaluation reports are reviewed by the appropriate intemal sponsor and by The Duke 
Energy Foundation manager, VP and/or President 
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Exhibit DEF-1 

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE 

Vice President Sustainability and Community Affairs 
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V .y 

Exhibit FND-1 

A r e a s o f F o c u s Duke Energy Foundation Annua! Grants 

At the core of The Duke Energy Foundation is its commitment to the 
community, with a focus in three areas: 

Environment and Energy Efficiency 
Economic Development 
Community Vitality 

Inclusiveness/diversity and employee/retiree volunteer initiatives are integrated 
into all three areas of focus. 

Environment and Energy Efficiency 

• Programs that support conservation, training and research around 
environmental and energy efficiency initiatives. 

Economic Development 

• Skills development, including job entry skills for the new economy and 
retraining of unemployed and underemployed workers. 

Pre K-12 education focused on math, science and technology. 
Higher education, government or other non-profit initiatives designed 

to support innovative solutions for business/industry/workforce challenges. 

Community Vitality 

Health and human services through United Way, arts & culture, energy 
assistance, public safety. 

Community leadership development/capacity building. 

Page 22 of 47 
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V. 

Exhibit FND-2 

Giving Guidelines Duke Energy Foundation Annua! Grants 

The Duke Energy Foundation is the entity that distributes Duke Energy's charitable contributions. 

Guidelines 

Recipients must be organizations with a 501(c)(3) verification from the IRS or are a part of a 
governmental entity. 

All organizations applying for a grant must have: 

• Completed the Online Grant Application. 
• A clear reason for making the contribution that relates to our areas of focus. 
• Regular reports on the measurable results ofthe project. 

Foundation funds are not provided for: 

Organizations that discriminate by race, creed, gender, age or national origin 
Political activities and organizations 
Grants to individual agencies of the United Way or the Charlotte Arts and Science 
Capital campaigns and endowments, except in extremely rare and specialized situations 
that relate directly to our areas of expertise in business 
Individuals 
Athletics, including individual sports teams and all-star teams 
Underwriting of films, video and television productions 

Reducing the cost of utility sen/ice (prohibited by law) 
Sectarian or religious activities 
Conferences, trips or tours 
Fraternal, veteran or labor groups serving only their members 

Advertising 
Membership fees or association fees, either personal or corporate 

Dinners or tables at fund-raisers are rarely considered 
Family Foundations 

Fund Requests 

Effective April 1, 2006, The Duke Energy Foundation converted to an online grant request process. 
The new process makes applying for foundation funds simpler and more convenient for 
organizations. Please make ail funding requests by clicking "Online Grant Application" on the left-
hand side of the page. Requests for 2008 funding will be considered beginning mid-2007. 

Page 23 of 47 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES & ORGANIZATION 
BUSINESS RELATIONS DEPARTMENT 

SFR Reference: Chapter II (B)(9)(d)(i,v), Chapter II (B)(9)(g)(v) 

I. Policv and Goal Setting 

The Business Relations Department (Department) implements plans and strategies 
that increase customer satisfaction, strengthen relationships and enhance the 
company image with large business customers, local govemmental agencies and 
community leaders Business Relations 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 aUgn with corporate policies and objectives. 
All purchases, expenditures and transactions comply with Duke Energy's Approval 
of Business Transaction PoHcy. 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 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 which 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 ofthe year. 

Participative management techniques are used to allow employees affected by 
Department goals an opportimity 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. 

II. Strategic Planning 

Strategic planning is coordinated between the Vice President, Business Relations 
and Development and the General Manager, Customer Planning and Strategy. 
Planning involves stmctured input and feedback from senior management and staff 
members from State Govemmental and Regulatory Affairs, Rates, Power Delivery, 
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Gas Operations 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 intemal and extemal 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. 

III. Organizational Stmcture 

The Department is divided into three geographic areas: Ohio North, Ohio Central 
and Ohio East/Kentucky, Managers (Manager, Business Relations) are responsible 
for directing activhies within the three geographic areas. The three managers report 
directly to the Vice President, Business Relations and Development. Business 
Relations Managers report directly to each Manager, Business Relations, 

An organizational chart is attached as Exhibit BR-1. 

IV. Responsibilities 

The Business Relations Department responsibilities are: 
• To manage, lead, direct, facilitate, coordinate and represent Duke 

Energy's presence within assigned geographical areas; 
• To provide cost-effective and reliable extemal/intemal customer service to 

our customers and communities; 
• To facilitate and expedite the resolution of local, complex customer issues 

and problems while maximizing business opportunities; 
• To advance Duke Energy's business, environmental, legislative and 

regulatory initiatives while growing/maintaining our corporate presence in 
communities; 

• 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. 
Collaborate, facilitate and interface regularly with other intemal 
departments to provide key data and information to help achieve operating 
company objectives; interfaces with local media contacts. 
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V. 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. 

VI. 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. 

vn . Intemal and Extemal Communication 

The Business Relations Department is the communication conduit of the company 
for large customer and community related developments, which need to be 
interpreted and communicated intemally, and for company positions, which need to 
be taken. 

VIII. 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, which 
benefited the company's image and, which exhibited individual behavioral traits 
valued by the Company, such as honesty, respect, and high degree of 
professionalism. 
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Exhibit BR-1 

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE 

President Duke Energy Ohio & Kentucky 

Pres-Duke Energy Ohio&Kentucky 
41CS1-CG&EULH&P 

(30) 

1 1 
VP Government & Reg Affairs 

41053 - Gov&Regulatory Affairs 
Coord Admin 

II II 
Dir Whse Rels & Bus Mgmt-

OH/KY 
VP, Bus & Com Rel 

. 41110-CG&EULH&PBUS 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OmO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
ECONOMIC DEVELOPMENT DEPARTMENT 

SFR Reference: Chapter II (B)(9)(d)(iv,v) 

I. Policv and Goal Setting 

The Company's 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 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 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 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 ofthe year, combines 
these substantive goals with behavioral goals and corporate financial goals, and 
includes an evaluation of achievement at the end ofthe year. Final approval ofthe 
goals and policies rests with senior management including the Vice President of 
Business Relations & Development. 

II. Strategic Planning 

Strategic planning within Economic Development is led by the Director, Economic 
Development with support from various departments including Business 
Development and Origination, Market Analytics, Corporate Strategy, Power 
Delivery and Govemmental 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. 
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Final plans are reviewed and approved by senior management including the Vice 
President of Business Relations & Development and the President of Duke Energy 
Ohio and Duke Energy Kentucky. 

Economic Development Project Managers detennine 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 manager 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 Stmcture 

Economic Development is headed by the Director, Economic Development, who 
reports to the Vice President of Business Relations & Development for Duke Energy 
Ohio, who in turn reports directly to the President, Duke Energy Ohio. Two Project 
Managers report directly to the Director, Economic Development. 

An organizational chart is attached as Exhibit ED-1. 

IV. Responsibilities 

The responsibilities ofthe Economic Development Department are as follows: 
• Meet with intemal stakeholders such as Business Development 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; 

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

• 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, infrastmcture development, and other measures targeted to 
maximize economic development potential; 

• Investigate, research and analyze various aspects of industry statistics and 
demographics in answering questions and concems of prospective industries; 

• Provide prospective customers with infonnation on gas and electric rates and 
opportunities to obtain the desired service at the most attractive rate; 

• Collaboratively work with other state and local economic development 
agencies to advertise and disseminate information to attract new industry to 
the region; 

• Serve as a point of contact to coordinate service delivery to new companies 
recmited to the service area. 

2 -

575 



The responsibilities ofthe Business Development and Origmation managers include: 
• Coordinating with the Duke Energy Ohio Economic Development 

department to identify target industries for growth in Ohio 
• Proactively generate growth and expansion leads within the targeted 

industries 
• Transition qualified leads to the Ohio Economic Development department 

for follow-up 

V. Practices and Procedures 

Daily activities for Economic Development personnel include: 
• 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; 

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

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

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

VI. Decision Making and Control 

Departmental decision-making and control within the Department 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 Department follows all corporate policies regarding the approval of work and 
expenditures. Through staff meetings, the Department manager monitors the overall 
allocation of resources and performance against annual budgets and goals, and 
makes decisions within his/her operation. Major decisions are reviewed with senior 
management for input and concurrence. Budget requests and variances are approved 
by senior management. 

VII. Intemal and Extemal Communication 

The Economic Development Department is the primary communication conduit 
between the company and local and regional economic development organizations. 
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Extemal communication channels include direct mail, telephone, e-mail or face-to-
face meetings; and, may be at the request ofthe customer or on the Company's 
initiative. Department employees also frequently represent the Company and 
region at industry seminars and conferences, during national and intemational 
recmiting 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 manager's responsibility 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. 

VIII. 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 each goal was pursued in a manner, which 
benefited the company's image and, which exhibited individual behavioral traits 
valued by the Company, such as honesty, respect, and a higher degree of 
professionalism. 
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Exhibit ED - 1 
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V. 

Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES & ORGANIZATION 
GOVERNMENT AND REGULATORY AFFAIRS DEPARTMENT 

SFR Reference: Chapter II (B)(9)(d)(v) 

Policy and Goal Setting 

The Government and Regulatory Affairs Department (Department) has general 
charge of state govemmental and regulatory relations. It maintains 
communications with elected and appointed government officials on activities and 
public policy issues 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 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 mles to be followed are determined at the corporate 
level along with the overall fimding 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 intemal and extemal 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 ofthe 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 which identifies 
weighted key success factors and measures at the beginning ofthe year, combines 
these substantive goals with behavioral and corporate financial goals, and 
includes an evaluation of achievement at the end ofthe year. 
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II. Strategic Planning 

Departmental strategic planning in Government and Regulatory Affairs is 
coordinated between the Vice President of Ohio and Kentucky State Government 
and Regulatory Affairs and the legislative, regulatory and environmental 
personnel in each state, and involves stmctured 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 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 intemal and extemal 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. 

III. Organizational Stmcture 

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

• Ohio Government Affairs; 
• Kentucky Government Affairs; 
• Ohio and Kentucky Regulatory Affairs; and 
• Ohio and Kentucky Environmental Affairs. 

An organizational chart is attached as Exhibit GRA-1. 

rv. Responsibilities 

This Department has general charge of state and local govemmental 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: 

• Establishing, maintaining, and strengthening communications between the 
Company and legislative, political, regulatory, and enviromnental 
constituents; 

• Providing timely and relevant information about the Company; 
• Broadening legislative, political, regulatory, and environmental understanding 

and confidence about Company operations; 
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• Drafting, reviewing, negotiating and promoting legislative initiatives with the 
Ohio and Kentucky General Assemblies; 

• 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; 

• 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 

• Assisting in the administration of the Company's Political Action Committee 
and its Grassroots network. 

V. Practices and Procedures 

Department personnel maintain close working relationships with nearly all areas 
ofthe 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. 

VI. 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 
frequentiy 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. 

VII. Intemal and Extemal Communication 

The Department is the primary communication conduit ofthe company for 
legislative, regulatory, and environmental advocacy developments and for 
company positions which 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 mles and regulations 
regarding communications with lawmaking 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 intemally and extemally. 
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VIII. Goal Attainment and Oualification 

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 
which benefited the company's image and which exhibited individual behavioral 
traits valued by the Company, such as honesty, respect, and a high degree of 
professionalism. 

V 
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Exhibit GRA-1 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

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

SFR Reference: Chapter II (B)(9)(a)(i,ix,x), Chapter II (B)(9)(d)(v) 

I. Policv and Goal Setting 

The Federal Government Affairs department (FGA) has general charge of federal 
government relations. 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 
advocacy strategy of Company policies and positions on these issues. The 
department has a broad scope of goals based on the changing regulatory and 
competitive landscape in which the Company operates. The department 

• Identifies key federal policy issues that affect the Company's value and 
liability; 

• Advances corporate positions through pro-active policy development 
and strategic communications; 

• Ensure access to federal and other officials. 

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 by all levels of departmental personnel and are 
approved by the Vice President of FGA. 

II. Strategic Planning 

Departmental strategic planning in Federal Government Affairs is coordinated 
between the Vice President of Federal Government Affairs and Directors of Federal 
Government Affairs, and involves stmctured 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 with the development of annual individiml and team 
goals, resources are directed toward the overall corporate goals as developed by 
executive management. A participative process is used to identify major intemal 
and extemal 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. 

-1 
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III. Operational Structure 

The Vice President reports to the Group Executive and Chief Strategy and Policy 
Officer. 

The organizational chart for FGA is attached as exhibit FGA-1 

IV. Responsibilities 

This department has general charge of federal govemmental relations. 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 assists in the development of Company policies and positions on these 
issues. 

The Federal Government Affairs Department's responsibilities are: 
• Establishing, maintaining, and strengthening communications between the 

Company and legislative, political and regulatory constituents; 
• Providing timely and relevant uiformation about the Company; 
• Broadening legislative, political and regulatory understanding and 

confidence about Company operations; 
• Drafting, reviewing, negotiating and promoting legislative initiatives at the 

federal level; 
• Drafting position statements; review, analyze and respond to various 

legislative and regulatory initiatives. 
• 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 

• Administration of the Company's Political Action Committee and its 
Grassroots network. 

V. Practices and Procedures 

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

VI. Decision Making and Control 

Day-to-day decision making within the department is generally delegated to the 
directors, 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 all employees. 
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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 next level of supervision 
as appropriate. 

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. 

VII. Intemal and Extemal Communication 

The Federal Government Affairs Department is the communication conduit of the 
Company for extemal federal legislative developments which need to be interpreted 
and communicated intemally, and for Company positions which need to be relayed 
to appropriate federal policy maker. Extemal communications focus on elected 
federal officials, Administration officials, their respective staffs, various trade 
associations of which the Company is a member, and other stakeholders. Some 
other key stakeholders include national environmental groups, labor unions, other 
utilities, political parties and organizations, etc. 

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

The department holds regular staff meetings for all employees, 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, to discuss 
work assignments and issues, and to provide an informal forum to discuss 
problems, suggestions, and concems ofthe employees. 

Daily interaction is maintained between the Vice President and the directors and 
other employees. Frequent formal and informal lines of communication are also 
maintained with other departments within the Company. Departmental meetings 
are held with all departmental employees to share ideas and disseminate 
information on Company activities and the department holds off-site retreats to 
address various administrative needs, enhance creativity and productivity, and 
generally fosters a positive working environment. 

For all employees, intemal connnunication is encouraged with those departments 
that are impacted by the various legislative and regulatory policies and proposals 
that are being analyzed. Teams are utilized as needed to facilitate inter-
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departmental communication. Most activities ofthe department will impact more 
than one other department, so commimication with the appropriate parties in an 
appropriate timeframe is essential. 

VIH. 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 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 which 
benefited the company's image and which exhibited individual behavioral traits 
valued by the Company, such as honesty, respect, and a high degree of 
professionalism. Because much of the department's mission is subjective and 
difficult to measure in absolute numbers, performance reviews for each employee. 
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 to obtain feedback 
from intemal customers as to satisfaction with any assistance that the department 
was able to provide to other departmental projects or activities. 

- 4 -
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Schedule S-4.2 

DUKE ENERGY OHIO 
SUMMARY OF MANAGEMENT POLICIES, PRACTICES & ORGANIZATION 

FEDERAL ENERGY POLICY DEPARTMENT 
SFR Reference: Chapter H (B)(9)(d)(v) 

Policv and Goal Setting 

The Federal Energy Policy Department has general charge of the formulation and 
advocacy of all of Duke Energy's policy positions that fall under the jurisdiction of 
the Federal Energy Regulatory Commission (FERC). It is responsible for 
monitoring issues and mlemakings that the FERC is addressing, as well as 
maintaining relationships with the FERC Commissioners and their staffs. It is also 
responsible for keeping executive management engaged and informed of the federal 
regulatory landscape and specific issues that could impact Duke. 

The Department supports the corporate policies and objectives through Department 
directives, procedures and practices. 

Policies are also established at the departmental level. These policies relate to the 
activities involving the implementation of corporate level policies. For example, the 
basic accounting mles 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 intemal and extemal customers are set withm the department. 

It is the objective of Federal Energy Policy to use participative management 
techniques in establishing both department policy and goals. This means that those 
affected 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. 

Federal Energy Policy involves all personnel in establishing goals within its area of 
responsibility in order to get everyone's support. These goals will meet the 
objectives established by the corporation and the department. The decisions to be 
made in implementing this plan can then most effectively be made by those that are 
carrying out the plan. 

Individual and team goals are set annually through a process which 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 ofthe year. 

- 1 -
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II, Strategic Planning 

Departmental strategic planning in Federal Energy Policy is coordinated between 
the members of Federal Energy Policy and the various businesses whose interests 
they are charged with representing. Federal Energy Policy personnel have each been 
designated as a point of contact for different executives and are charged with 
ensuring that the executives a kept abreast of current FERC issues, as well as 
ensuring that the business interests of the executives' organizations are harmonized 
into Duke's federal energy policy positions. For example, the Managmg Director, 
Federal Regulatory Policy Integration is responsible for being the point of contact 
and working with the three presidents of the five Duke utility operating companies. 
Additionally, 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. A participative process is used to identify major intemal 
and extemal 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 allocated to meet those needs for the following 
year that have been identified as having priority. 

III, Organizational Stmcture 

The Federal Energy Policy consists of seven employees: 
1 - Vice President 
I - Officer Team Secretary 
I - Managing Director 
4 - Directors 

The Federal Energy Policy organizational chart is attached as Exhibit FEP-1. 

The Vice President, Federal Regulatory Policy reports directly to the President, 
Franchised Gas and Electric. 

IV, Responsibilities 

The Federal Energy Policy Department's responsibilities are: 
• Establishing, maintaining, and strengthening communications between the 

Company and federal regulators while following all legal requirements 
governing these relationships; 

• Monitoring and tracking the actions and initiatives taken by the FERC that 
could impact the regulatory landscape and policy; 

• Analyzing actions taken by federal regulators, and when relevant to Duke, 
providing executives summaries of relevant federal regulatory orders: 

• Leading Duke's participation in FERC matters such as: filing comments, 
reply comments, requests for rehearing, and complaints; 

- 2 -
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• Harmonizing business interests of the different intemal stakeholders into a 
cohesive Duke Energy policy position through a collaborative process. 

V. Practices and Procedures 

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

VI. 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. 

VII. Intemal and Extemal Communication 

The Federal Energy Policy Department is the communication conduit of the 
company for extemal federal and regulatory developments which need to be 
interpreted and communicated intemally, and for company 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 mles and regulations regarding 
extemal 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 infonnation is exchanged about emerging 
issues intemally and extemally. 

VIII. Goal Attainment and Oualification 

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 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 which 
benefited the company's image and which exhibited individual behavioral traits 
valued by the Company, such as honesty, respect, and a high degree of 
professionalism. 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
CORPORATE COMMUNICATIONS DEPARTMENT 

SFR Reference: Chapter II (B)(9)(d)(i,v), Chapter II (B)(9)(e)(vii) 

I. Policv and Goal Setting 

The Corporate Communications Department does not issue policy statements, but 
supports the corporate policies and objectives through the Department directives, 
procedures and practices. 

Goals for the department are set annually by a participative process involving 
leadership of the department. These goals are designed to support the business plan 
of the Strategy and Policy department as well as the corporate business plan. In 
conjunction with the development of department goals, individual annual 
performance goals are established to assign the resources necessary to achieve the 
overall corporate business plan as developed by senior management. All 
department members participate in semi-annual reviews of their annual performance 
goals. Adjustments are made where necessary. 

The Corporate Communications Department conveys its goals through its annual 
business plan: 

• To communicate timely, accurate and relevant information to all of 
our key stakeholders (i.e. customers, shareholders, employees, and 
the communities we serve); 

• To establish, maintain and strengthen communications between the 
Company and its stakeholders; 

• To broaden our stakeholders' understanding and confidence about 
the company's operations; and 

• To inform employees on the Company strategy, policies, objectives, 
operations and activities. 
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II. Strategic Planning 

Departmental strategic planning in Corporate Communications is coordinated 
between the Senior Vice President and Chief Communications Officer and the 
department managers and involves stmctured input and feedback from senior 
executives and Department staff members. Regular staff meetings are held to 
discuss pending issues and to decide what items require attention and the time frame 
under which the issue is to be addressed. A participative process is used to identify 
major intemal and extemal 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, which have been identified as having priority 

III. Organizational Stmcture 

The Senior Vice President and Chief Communications Officer reports directly to the 
Group Executive and, Chief Strategy and Policy Officer of Duke Energy. The 
Corporate Communications Department is divided into the following sections: 
Customer and Regional Communications; Intemal Commxmications, Extemal 
Communications; Generation Communications; Executive Communications; and 
Policy Communications. The Customer and Regional Communications section is 
headed by a vice president; other sections are headed by a manager or director. All 
report directly to the Chief Communications Officer. 

An organization chart is attached as Exhibit CC-1. 

rv. Responsibilities 

This Department has general charge of employee communications, customer 
communications, advertising, fmancial communications and media relations support 
for the organization. 

The Department is responsible for intemal publications directed at employees, 
extemal publications for businesses, shareholders, and customers, special 
publications that may be required from time to time, news releases and advertising. 
Other responsibilities include coordination of all activities regarding the news 
media, including news conferences, interviews, and responses to questions 
regarding Duke Energy's operations and activities. The Department writes speeches 
and prepares presentations for Company executives for both intemal and extemal 
audiences. The Department also maintains regular contact with individuals 
throughout the organization through attendance at other department staff meetings 
and ongoing communications about events and issues as they occur. 
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V. Practices and Procedures 

The Corporate Communications Department activities are reviewed through an 
approval process involving the Chairman and CEO, Chief Strategy and Policy 
Officer, and select senior executives and committees. All published information for 
extemal distribution is reviewed by senior management and the Legal Department. 

Department personnel maintain close working relationships with nearly all areas of 
the organization through individuals in the department being assigned as liaisons 
with the business units, and Shared Services and Corporate Center. An intemal 
network consisting of key personnel with management responsibilities or technical 
and subject-matter expertise has been established to provide a group of trained 
individuals who can respond to extemal and intemal inquiries in detail on topics in 
their area of expertise. News releases are reviewed and approved by appropriate 
technical, legal and senior management persoimel. 

VI. Decision Making and Control 

Departmental decision-making and control are based on the support for the 
Company's business plan and input from other departments and senior executives. 
Day-to-day decision making is handled by the Vice President, Customer and 
Regional Communications and other direct reports to the Chief Communications 
Officer in coordination with the Chief Communications Officer and necessary 
senior management executives and other departments, (e.g., Legal). The 
department is involved in both proactive and reactive issues, and staff consuhs 
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. 

The department has moved decision making to the lowest practical level in the 
organization. Managers have authority to make decisions affecting their area within 
budget limitations and general guidance. Managers provide weekly reports of 
activities and issues confronted, which are used to keep departmental management 
and senior management informed. Corporate activities and issues are relayed from 
the Senior Vice President and Chief Communications Officer at regular senior staff 
meetings, and information is exchanged about emerging issues intemally and 
extemally. 
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VII. Intemal and Extemal Communication 

The total communications program is designed to provide a basis for the Company's 
stakeholders to gain additional knowledge ofthe company and improve perceptions 
of the role energy plays in the community. The department works closely with the 
news media and with customer contact personnel to provide pertinent information 
and to increase public awareness and understanding of major issues. An Annual 
Report to Shareholders is prepared each year in conjunction with the Investor 
Relations Department. 

Additionally, the Corporate Communications Department produces a variety of 
intemal communications materials, primarily distributed electronically. This Week 
@ Duke Energy (Exhibit CC-2) is published once a week and is distributed 
throughout the organization. It summarizes current news events about the 
Company, its employees, and the utility industry. It is distributed in the Company 
e-mail to more than 18,300 employees. Also, manage update @ duke-energy is 
produced periodically (Exhibit CC-3). 

Corporate Communications maintains and updates the corporate content of the 
Company Web site, www.Duke-Energy.com, ensuring that it is timely and accurate 
for key Company stakeholders, and to ensure consistency of key messages 
throughout the entire Web site. 

The department also produces special employee information pieces, such as video 
updates, brochures and posters on corporate activities 

VIII. Goal Attainment and Qualification 

Several research tools are used to judge the effect of the programs implemented by 
the Corporate Communications Department. They included regular customer 
satisfaction surveys, employee surveys, publications surveys, established feedback 
loops with intemal clients, and media tracking. Individual comments from 
customers, shareholders and employees are also used to judge the effectiveness of 
communications vehicles. 

Certain criteria in survey data are identified to become benchmarks on which the 
effect of certain programs will be measured. In addition, overall attitudes toward the 
Company determine if there are specific changes that can be addressed through 
communications programs. 
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Exhibit CC-1 

DUKE ENERGY MANAGEMENT STRUCTURE 

Senior Vice President & Chief Communications Officer 

SVP & Chief Communicalion Offr 
21537 - Corporate Communications 

(4T) 

VP Cust & Regional Comms 
17135 - Customer/Regional Comm 

(23) 

Dir Extemal Communications 
41916 - Extemal Communications 

(2) 

Executive Comms Mgr Dir Generation Comms 
20776 - Generation 
Communications 

(11) 

Dir Internal Communications 
19571 - (ntemal Communications 

(4) 

DE-OfficerTeam Secy Energy Policy Com^s Dir 

Vice President Customer & Regional Communicat ions 

VP Cust& Regional Comms 
17135 - Cystomer/Regional Comm 

(23) : ^ 

DE-Offlcar Team Secy Mktg Spc Mgr Bus & Tech Strategy 
22573 - Electronic Comm 

Channels 
(3) 

Mgr Advertising & Creative Dev 

Dir Regional Communications 
41103 - Regional Communications 

(7) 

Mgr Customer Campaigns 
22578 - Communications and 

Campaigns 
(6) 

Mafiteting Specialist 
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Exhibit CC-2 

This e-mail distribution is being sent on behalf of regional communications. 
Please do not use the "reply" function. Questions should be directed to the contact name 
provided in the announcement To submit items for Ohio/Kentucky Weekly, e-mail your requests 
to internalDistOHKY^duke-enerciv.cont. 

Ohio/Kentucky Weekly 

To keep you informed of upcoming Ohio/Kentucky events, the regional communications 
department is distributing Ohio/Kentucky Weekly. Below Is a brief look at local activities and 
other news-related items for the week ahead. 

MAY 7-12 

MARK YOUR CALENDAR 

Your Help is Still Needed 
Many Duke Energy employees have already visited the 'Volunteers In Action" site on the portal 
and signed up for a project. However, there are still more events and projects that need project 
leaders and/or volunteers: 

• The Cincinnati Parks 12*̂  Annual Butterfly Show, May 12 (Project ID 2950) needs 
volunteers to work in the butterfly display room greeting visitors, guarding the door or 
assisting in the Education Room with crafts. 

• The city of Florence Nature Park needs help staining the deck (Project ID 2684) at the 
Evelyn Kalb Gathering House May 15. 

• Community Resource Center Inc. (Project ID 2619) In Cincinnati needs help now through 
May 31 sorting thousands of packages of batteries by type and expiration date. 

• The Diocesan Catholic Children's Home (Project ID 2494) needs help painting 34 rooms 
while the children are in school. Groups can do either one room or multiple rooms 
depending upon group size. 

If you are interested In any of the above listed projects or want to view additional volunteer 
opportunities, please visit the "Volunteers in Action" site of the Portal. Go to the Employee Center 
and select "Matching Gifts and Volunteerism." Click on "Volunteers in Action" to add your 
volunteer event to the site; view the current list of project opportunities and so much more. 

REMINDERS 

Midwest Exchange System Outage 
A Midwest Exchange system outage has been scheduled from midnight on Friday, May 4, to 3 
a.m. on Saturday, May 5. Additional maintenance will be performed during a second outage on 
Saturday, May 5, from 10 p.m. to 1 a.m. E-mail access will be unavailable for the duration of both 
outages. Note: Only Midwest users on the EXcincymb03 and EXcincymb04 servers will be 
affected. 

If you have an urgent business need and require e-mail access during these outages, please 
contact Greg Combs at 287-2299 or Scott Foster at 287-4377 as soon as possible. 

Duke Energy Night at Great American Ball Park 
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If you are a Duke Energy employee and work in Ohio or Kentucky, please plan to come out, bring 
a guest and watch the Cincinnati Reds play the Texas Rangers at 7:10 p.m. on Friday, June 15. 
Once again, It's going to be Duke Energy Night at Great American Ball Park, an event organized 
to thank you for your hard work and dedication. For those whose work schedule does not allow 
them to attend the June 15 date, alternate dates of June 12, 14 and 17 are also available. 

To order your tickets, click on Reds tickets order form and select the desired game date(s). You 
will need to print the form, complete the information, and mail or fax it to the Cincinnati Reds at 
the listed address or fax number. For those who want to take additional friends and/or family 
members, or attend more than one game, additional tickets can be ordered at a discounted rate 
of just $8 each in the View Level. Duke Energy employees working outside of Ohio and Kentucky 
are not eligible for free tickets, but can purchase tickets for $8 each. 

Don't wait! Order your tickets now and enjoy a fun evening with family, friends and coworkers at 
the Reds June 15! 

LOST AND FOUND 
Corporate Security has agreed to handle lost and found items for the Downtown Cincinnati campus. Any 
found item should be tumed in at the Fourth and Main Corporate Security desk, located on the second floor 
near the cafeteria. Lost items should be claimed here as well. Generally speaking, campus-wide e-mail 
alerts will no longer be sent for lost and found items. 

CHECK IT OUT 
For information on employee discounts. Virtual Academy training and much more, visit the Portal 
Emplovee Center and Midwest Region page. 

To submit information for Ohio/Kentucky Weekly, e-mail your requests to 
lnternalDistOHKY@duke-energv.com. Please submit your request by NOON Thursday for 
distribution on Friday. 
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Exhibit CC-3 

managerupdate@dijke-energy 
This publication is e-mailed periodically to managers and supervisors. 
It provides background on company issues for you to cover with your 
employees. 

C o m p a n y R e p o r t s S t r o n g F i r s t Q u a r t e r 
Early Tuesday, the company announced 2007 first quarter financial 
results. Late morning, company executives updated analysts during a 
Web cast. Highlights follow. 

Ongoing diluted earnings per share (EPS) were 30 cents -- versus 21 
cents in first quarter 2006. The 21 cents excludes results of the 
natural gas businesses, which were spun off In January 2007. 
...The company Is on track to reach the 2007 employee incentive target 
of $1.15. 
...Also on track: achieving the annual earnings growth of 4 to 6 
percent. 

The results reflect strong performance of the company's core regulated 
businesses and continued progress on completing merger initiatives. 

Franchised Electric ^ Gas 
FE&G reported first quarter 2007 EBIT of $574 million, compared to 
$359 million in first quarter 2006. 
...The addition of Cinergy's regulated operations contributed $218 
million of EBIT for the quarter, making it the largest driver in the 
increase. 
...FE&G also benefited from favorable weather and customer growth, 
and proceeds from a settlement with the U.S. Department of Energy. 

FE&G saw strong operational performance: 
...Nuclear plants delivered a capacity factor of 97.2 percent; 
...Fossil/hydro generation's availability was above target - at 93.1 
percent. 

International Operations 
International produced EBIT of $94 million, compared to $86 million in 
last year's first quarter. 
...The increase was driven primarily by favorable energy prices In Brazil 
and favorable foreign exchange rates. 

Merger Ini t iat ives 
The company is ahead of plan on merger-related initiatives. 
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...Most of the cost-savings initiatives identified in 2006 are now 
completed or on track for completion. 
„.A continuous Improvement effort, led by Bill Currens, was launched 
in February to identify additional ways to simplify processes and 
reduce duplicative efforts, particularly in shared services and corporate 
functions. 
...In 2006, approximately $132 million was shared - in the form of rate 
reductions — with customers in North Carolina, South Carolina, Ohio, 
Indiana, Kentucky. In first quarter 2007, approximately $51 million 
was shared. Approximately $37 million and $6 million will be shared In 
the second and third quarters, respectively. 
...Merger-related reductions will, for the most part, roll off in 2007, 
allowing for future earnings growth. 

During the analyst update, Chairman Jim Rogers said, ''Let me say 
how pleased I am with the focus and dedication of our team, from 
senior management to hard-working employees at every level. 

"Our achievements in 2006, as well as our ongoing successes, reflect 
employees coming together to create value for our customers, 
investors and shareholders." 

C o n f u s e d b y M e d i a Repor ts?? 
The company reported a solid quarter, but early wire stories focused 
on profits being down. Keep in mind that many media outlets, 
including the Wall Street Journal, look at reported EPS. Most 
companies, including Duke Energy, focus on ongoing EPS as that 
produces a more meaningful comparison from quarter-to-quarter. 

You may also see that the company's 30 cents in ongoing diluted 
earnings for first quarter was 1 cent below what analysts had forecast. 
However, analysts' predictions ranged from 25 cents to 39 cents. The 
wide range signals that analysts are still getting a handle on what to 
expect from Duke Energy quarter-to-quarter, following the January 
spinoff of the gas businesses. Analysts have a tighter range for annual 
projections. 

D e t a i l s U n v e H e d o n S a v e - a - W a t t R e g u l a t o r y A p p r o a c h 
May 7, Duke Energy submitted an innovative "save-a-watt" approach to the 
North Carolina Utilities Commission, outlining ways to greatly expand 
energy efficiency programs to N.C. customers. The approach would put 
energy efficiency on an equal footing with investments in power plants 
- and help the company meet growing demand at a lower cost. 
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Duke Energy would be compensated for "watts saved" - or results -
versus dollars spent. The company is asking NCUC for an expedited 
decision. For more background, see the interview with Ted Schultz, 
vice president, energy efficiency. 

Plans are being finalized for offering this approach in South Carolina, 
Indiana, Kentucky and Ohio. 

Decssaon E x p e c t e d S o o n o n O h i o GrBmn P o w e r P i l o t 
A decision by the Public Utilities Commission of Ohio is expected soon 
on a Duke Energy application to launch a green power pilot program. 
Called "Go Green Power," the one-year pilot will allow customers to 
sign up to receive electricity from renewable sources. Customers would 
apply online; the monthly kilowatt-hour rate would be slightly higher 
to reflect the highier cost of renewables. Once approved, the program 
will be available within a few days to Duke Energy Ohio customers. 

I n d i a n a IGCC P r o j e c t A c h i e v e s A n o t h e r M i l e s t o n e 
In April, the company filed the initial engineering and design study, 
and revised cost estimates, for the proposed 630-megawatt integrated 
coal-gasification combined-cycle project in Edwardsport, Ind. The 
study, which was filed with the Indiana Utility Regulatory Commission, 
confirmed IGCC as the best option for meeting base-load capacity 
needs for the company's Indiana customers. The cost estimate of 
about $2 billion is in line with estimates from the Electric Power 
Research Institute for plants this size and type. Milestones to be 
completed: receiving a certificate of need from the lURC, receiving the 
air permit and approval by the Duke Energy Board of Directors. 

U p c o m m g D a t e s o f I n t e r e s t 
* * May 10 - Annual shareholders' meeting, Charlotte 
* * By end of May - Company to file revised cost estimates on new 
Cliffslde (N.C.) unit with NCUC 
* * June 1 - Company to file for rate review in N.C, as condition of 
merger agreement with NCUC (company's N.C. rates have not 
changed since 1991) 
* * June 18 - Hearings begin on IGCC project's application for 
certification to build 

F e e d b a c k 
"Manager Update" is generated by Corporate Communications. 
Comments are welcome and can be sent to Anne Sheffield 
(asheffie@duke-enerQy.com). 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
OFFICE OF THE GENERAL COUNSEL 

SFR Reference: Chapter II(B)(9)(e)(ii) 

I. Policv and Goal Setting 

The Office of the General Counsel (OGC) does not set Company policy for 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 PoHcy Manual and the Code of Business 
Ethics. In addition, the Office of the General Counsel frequently reviews policies for 
compliance with state and federal law and agency regulations. Company 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 targets and 
success factors. The factors are then weighed and combined v^th desired individual 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 ovm initiative or v^th input and advice from the attomey staff. 

II. Strategic Planning 

The executive management of the Company has the primary responsibility for 
establishing the Company's strategic plan. The Office of the General Counsel's primary 
function with regard to the strategic plan is to advise management v^th respect to 
compliance with state and federal law 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 the Company's strategic plan. 

III. Organizafional Structure 

The OGC is divided into seven functional sections, each headed by an executive with 
substantial experience in their respective area. These sections are: 1) Corporate Audit 
Services; 2) Corporate Secretary, Ethics & Compliance; 3) Securities and Financial 
Reporting; 4) US Franchised Electric & Gas; 5) Executive Compensation & Benefits; 6) 
Corporate Legal Services; and 7) Commercial Businesses Corporate Development. 
These section heads and an executive administrative coordinator report directly to the 
Chief Legal Officer. 
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The legal function ofthe OGC is centralized, with approximately 40 attorneys providing 
a range of legal services across the Company. 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, a state regulatory compliance manager, 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 a Duke 
Energy Executive Vice President, reports directiy to the President and Chief Executive 
Officer of Duke Energy 

An organizational chart is attached as Exhibit LG-1. 

IV, Responsibilities 

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

• Providing general legal research and advice on matters which may arise in the 
course ofthe Company's business; 

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

• Promptiy notifying appropriate personnel 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 Company 
and/or policies of the Office of the General Counsel in areas such as antitrust 
compliance, employment, compliance with the securities laws of the U.S. 
(including the Sarbanes-Oxley Act of 2002), OSHA and in other areas where 
appropriate; 

• Initiating or responding to inquiries regarding review of or recommendations 
conceming Company policies and procedures; 

• Assisting Company officers and personnel in due diligence investigations 
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 ofthe Company's business; 

• Assisting Company officers and personnel in protecting valuable intellectual 
property ofthe Company; 

• Drafting documents and providing legal support for transactions for the 
Company; 
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• Reviewing and advising on contractual obligations ofthe Company; and 
• Representing the Company 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: 

1) Audit Services Section 

Corporate Audit Services provides an independent assurance function for the purpose 
of advising and assisting all levels of management and the Audit Committee ofthe 
Board of Directors with objective evaluations, appraisals, and recommendations 
conceming the organization's activities and intemal control stmcture. 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. 

An organizational chart is attached as Exhibit IA-1. 

2) Corporate Secretary, Ethics & Compliance 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 stmcture charts, and coordinating the naming of officers and 
directors of Duke Energy and hs 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 directiy to the Group 
Executive and Chief Legal Officer of Duke Energy. The General Counsel's Ethics and 
Compliance Officer also resides in this section. 

An organizational chart is attached as Exhibit E&C-l. 

3) Securities and Financial Reporting 

The Securities & Financial Reporting Legal Department serves as coimsel and provides 
legal services for the Boards of Directors, officers and employees when they are acting 
on behalf of the Company during the course of their performance of job-related duties. 
Such services include, but are not limited to: 

• Advice on and compliance with the federal securities laws 
• Advice and assistance with periodic and current reports, proxy statements, 

information statements, and otiier SEC filings 
• Support with respect to meetings of shareholders 
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• Advise and support with respect to the responsibilities of the Board of 
Directors 

• Advice on and compliance with the Sarbanes-Oxley Act of 2002 
• Advice on and compliance with the New York Stock Exchange regulations 
• Assistance in financing transactions, including sales of registered and 

unregistered securities, bank borrowings, issuances of guarantees, lease 
transactions and other financing transactions 

• Assistance in compliance and ethics matters, including investigations of 
potential improprieties 

• Legal support for the Treasury, Controller, Corporate Secretary, Investor 
Relations, Corporate Communications and other Company department 

The organization is comprised of a Vice President, Securities & Financial Reporting 
& Securities along with two other associates. 

4) US Franchised Electric & Gas Section 

Counsel in the Office ofthe General Coimsel's US Franchised Electric and Gas section 
provides legal services to the Company's US Franchised Electric and Gas (USFE&G) 
business. USFE&G manages the Company's regulated operations and utility operating 
companies, including DUKE ENERGY OHIO, Duke Energy Indiana, Inc., Duke 
Energy Kentucky, Inc. and Duke Energy Carolinas, LLC. The USFE&G Section 
represents these utilities before all state and federal regulatory bodies m 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 is 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 the Company in mlemakings, 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 Carolina, the Federal Energy Regulatory Commission, and the 
Federal Communications Commission. 

Additionally, counsel supports gas procurement, including negotiation of contracts with 
interstate pipeline suppliers and with producers of natural gas, representation of the 
Company before the Federal Energy Regulatory Commission in proceedings involving 
pipeline suppliers, and advising senior management on policy development and 
implementation in accordance with applicable federal and state statutes and regulations. 
Counsel in the Nuclear Generation section of USFE&G provide legal advice on all 
nuclear regulatory matters, including regulatory compliance issues, new nuclear plant 
licensing, communications with the Nuclear Regulatory Commission, and nuclear fuel 
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contracts. This group also supports the Nuclear Oversight Committee ofthe company's 
Board of Directors. 

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. 

An organizational chart is attached as Exhibit LG-2. 

5) Executive Compensation & Benefits Section 

The Company's Executive Compensation and Employee Benefits attorneys provide 
legal services to the Company to ensure compliance with applicable laws relating to 
executive compensation and employee benefits, including advice relating to the 
design and operation ofthe Company's retirement and welfare plans and executive 
compensation programs and the Company's compensation and benefits strategy. 

This organization consists of Vice President Legal, Executive Compensation and 
Benefits plus one staff member. 

6) Corporate Legal Services Section 

Counsel in this section address labor & employment, environmental health and safety, 
commercial operations, litigation and discontmued operations matters on behalf of the 
Company. Litigation counsel represent the Company in actions involving commercial 
transactions, personal injury, property damage, alleged statutory or regulatory violations 
(except alleged violations under the jurisdiction ofthe various state utility commissions 
and the FERC) and employment and labor disputes. They are responsible for the 
disposition of each claim brought against the Company, 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 Company 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, v^th primary 
responsibility for representing the Company in all credit and collection related matters 
including bankmptcy 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 the Company before federal and state agencies and courts, when 
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necessary, filing required documentation and pleadings, and directing outside counsel 
assisting the Company in these matters. 

Counsel in this Section also provides 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 the Company before 
OSHA, in workers' compensation proceedings, and in court. 

Counsel for Commercial Operations has 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, constmction, 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 Company assets such as acquiring new generation or selling 
existing generation. They also assist the Company personnel with resolving contract 
disputes v^th and nonperformance by third party suppliers. Finally, they handle all real 
estate matters for the company including easements and right of ways related to 
transmission or gas lines and buying and selling real property. 

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, defending the Company in litigation and a(iiiinistrative 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 the Company in labor arbitrations, and before the 
National Labor Relations Board; 

• Employment Law, including but not limited to the Title VII ofthe 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 EEOC, Department of Labor, and other such 
agencies; 

• Employment Immigration; 
• Workplace Violence and related preventive security matters; and 
• Corporate Transactions support through due diligence assistance and 

documentation preparation relating to labor and employment law matters. 

An organizational chart is attached as Exhibit LG-3. 
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V. 

7) Commercial Businesses, Corporate Development Section 

Counsel in the Commercial Businesses, Corporate Development section provides 
legal services to the Company's Commercial Businesses, Corporate Development 
organizations and intemational 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. Intemational services include 
coordinating transactional and other legal services (i.e. regulatory, environmental, 
etc.) in respect of Duke Energy Intemational 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. 

An organizational chart is attached as Exhibit LG-4. 

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 directly responsible to the section head and the attorneys in each 
section for their substantive workload and for assignment of day-to-day activities 
performing research, both manual and computerized, preparing pleading and document 
filings, and tackling 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. They perform secretarial duties including typing, scheduling and organizing 
for the attomeys, paralegals and law clerks. 

Legal and Administrative Support Personnel 

The legal and administrative support personnel provide document and administrative 
support for lawsuits, altemative dispute resolutions, regulatory cases and any other cases 
requiring such services. Designated individuals also assist with timekeeping, bill 
processing, library maintenance, budgeting, and computer training for the department. 
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Contractors 

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

V. 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 ofthe functional sections. 

The attomeys 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, coimsel within each 
section back-up each other to provide assistance when necessary and all counsel are 
encouraged to coordinate with and work closely v^th attomeys 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 reviev^ng present cases, resolving 
issues, addressing administrative support, and updating each other on recent 
developments and news affecting the department or the Company as a whole. Regular 
meetings are also held vwthin each section for similar purposes. Other meetings are 
called when necessary to address particular issues, problems or concems, which may 
then be assigned for study, resolution or recommendation of an appropriate course of 
action. 

Access to computerized research databases, such as Lexis, contributes to the 
productivity ofthe attomeys. 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 organizations and 
associations. Continuing Legal Education (CLE) requirements are closely monitored, 
and all attomeys are expected to fulfill all requirements each year. 

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

The responsibilities for decision making rest with the organizational level that has: 
• The information to effectively implement the decision; 
• The necessary facts to apply sound judgment based on Company 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 the Company's activities in judicial and 
administrative proceedings. 

VII. Intemal and Extemal Communication 

The department maintains open channels of communication for exchange of information 
and ideas through several media. In addition to the bi-weekly 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 which 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 the Company) 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. 

VIII. Goal Attainment and Qualification 

Due to the individualized and independent nature of attorneys' work, readily quantifiable 
means of measuring performance are difficult to constmct. The effectiveness of the 
attomeys is reflected in the successful conclusion of a case or hearing, in a favorably 
revised statute or regulation, and in the positive feedback fi-om Company departments 
and outside firms with whom they work. 
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All attomeys, law clerks, paralegals, secretaries, and all other support staff are given 
performance reviews each year, which indicate individual achievements ofthe past year 
and set goals for the following year. 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 the Company. 
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Exhibit LG-1 

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE 

Group Executive & Chief Legal Officer 

VP Audit Services 
16265-Audit Services 
- - y ^ y : m ^ 

SVP Legal, Franchised Elec&Gas 
14176 - US'FEGC Reg Elec&daa 

Qen'Couns, 
' V (26) 

GrpExe<r-& Chief legal Officer 
21827 -'Genera! COuns^ 

(139) 

VP Legal, Exec Comp & Benerrts 
41153 - GC - Executive Comp & 

Benefits' 
<2) 

CofpSecy&SVP-
EUijcs&CompIianra 

21S43 - t ^ c e of Corporate 
Secretary 

^ (16)-̂  

VP Legiy,Secur&FinRptg&A8t Sec 
41154-Corporate, 
Finance&Secuhtles , 

(2) 

SVP Legal, Corp Legal Services 
20834 - Corporate Legal 
' (46) 

41043 - US FEGC Budget & Ofc 
Svcs 
(4) 

SVP L€iflal,i'Cbnirfief;cial Business 
: , : r i ig i f -dEALegaL-^/^i ; . : 
">-^v^';;v;:;.;^i3);:^.;,^;EK^n^ 

V -y 
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Exhibit LG-2 

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE 

Senior Vice President Legal, Franchised Electric & Gas 

SVP Legal, Fi:anchised Elec&Gas 
14175 - US FEGC Reg Elec&Gas 

Gen Couns 
(25) 

Legal SeciretatyilH 

VP Legal, State f^egulatkm 
10750- US FEGC Regulatory 

Counsel 
(17) 

A830C General Counsel 
41047-US FEGC C6&E 

: ' Regulatoiy , 
' (2) 

Asc Gen Counsel & Mng Attonney 
41155-iGC-FERC 
• ' (1) -

Asc Gen Counsel & Mng'Attomey 
19338-USFE&G Nudear 

Regulafoiy 
(3) 

VP^ Legal, State R^ulatlon 
/10750 - US FEGC Regulatory, 

Counsel 
(17) 

Assoc General Counsel 
4203S-USFEGCULH&P 

Regulatory 
(2) -

Asst General Counsel 
41050-- US FEGC RSl Regulatory 

OE-Asc Gen Consi- Charlotte 
21140 : t lS FEGC PP Regulatory 

- . (4) . 
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Exhibit LG-3 

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE 

Senior Vice President Legal, Corporate Legal Services 

SVP Legali Corp Legal Services 
20834 •• Corporate ,Usa! 

(45) 

:Xegal.^ec;r^tary;!t^ 

Asc Gen Counsel &Mns Attomey 
41044 - US FEGC Ops Council 

(16) 

Asc Gen Counsel & Mng Attorney 
12170-bo- l i t i ga t ion , 

* (18) ' ' 

21181-.US FEGC EH&S 
(S) ' 

11755 - US FEGC Ltt&Labor&Emp 
Counsel 

V (S) 

Page 13 of 31 

615 



Exhibit LG-4 

DUKE ENERGY MANAGEMENT STRUCTURE 

Senior Vice President Legal , Commerc ia l Businesses 

SVP Legal, Commercial Business 
21911-DEA Legal 

(13) 

Asc Gen Counsel & Mng Attorney 
19630-C^C DEI 

(5) 

Asc Gen Counsel &Mng Attorney 
41033 - DEA Non Reg Gen, Ops 

Coun 
(1) 

Asc Gen Counsel & Mng Attomey 
41156 - GC - Mergers & 

Acquisitions 
(4) 
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Exhibit lA-

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE 

Vice President Audit Services 

• ; VP Audit^etvice^ f•; 
162^5 • A i i ^ Si^rvii^^^: 

M'-Cyi^yyim 

M&^tfMMf^^^^^Sl 

4102B - Audit Svcs - Elecmc 

(0) Sr Director, Audrt 
22168 - Audrt Svcs-Coiporate 

(10) 

I 
SrUrrector, Audit 

13665 - Audit SVQS-DEGT, DEFS 
-&EHS 

DE-Sr Director Audit-IT 
18450-Audrt Svcs-IT 

- iJ) ^ 
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Exhibit E&C-l 

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE 

Corporate Secretary & Senior Vice President Ethics & Compliance 

l ; i2Q689.>:B6bk8:̂ & 'R6cidrids 
Coordinfitor/Ahalyst 

DE-Asst Secy-Exec Asst Mng Dir Ethics 
20734-Ethics 

(2) 

Coord Admin 

Mng Dir Compliance 
21347-Compliance 

(4) 

DE-A^sistant Secretary 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
INTERNAL AUDIT SERVICES 

SFR Reference: Chapter n(B)(9)(b)(vi) 

I. Policv and Goal Setting 

The Company has an intemal audit function (Corporate Audit Services) v^th 
approximately 40 in-house personnel. Audit Services engages extemal professional 
services firms for expertise and supplemental resources, as required. 

Audit Services' policies and goals are outlined in the Company's Corporate Audit 
Services Charter and Policy (Policy)- Exhibit IA-2. The overall goal of Corporate 
Audit Services, as outlined in the Policy, is to provide an independent, objective 
assessment ofthe Company's activities and intemal control stmcture to all levels of 
management and the Audit Committee ofthe Board of Directors. 

II. Strategic Planning 

Corporate Audit Services conducts a risk planning process annually to create an 
annual audit plan - Exhibit IA-3. Input into the audit plan includes interviews with 
management, initiatives, systems and process changes, and industry trends and 
developments. The plan is updated, as required, based on developments within the 
Company. The annual audit plan is formally approved by the Audit Committee of 
the Board of Directors. 

III. Organizational Stmcture 

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

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

An organization chart for Corporate Audit Services is presented as Exhibit L\-l. 
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rv. 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 intemal 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 intemal 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 govemance groups as required 
• Evaluate the means of safeguarding assets and, as appropriate, verify their 

existence 
• Review compliance with estabhshed laws, regulations, and 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 

• Follow-up on outstanding audit matters and reportable conditions to validate 
that these issues are being resolved appropriately and timely 

The specific responsibilities ofthe Corporate Audit Services Department are to: 

• Develop an annual audit plan using an appropriate risk-based methodology, 
incorporating significant risks or control concems identified by 
management 

• Execute 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 hs 
responsibilities 

• Work collaboratively with the Company's extemal auditors to ensure 
appropriate risk coverage 

• Report the results of its work to management in a timely marmer 
• Assist in the investigation of significant suspected fraudulent activities 

within the organization and report the resuUs 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 

• Discharge these responsibilities in a manner consistent with the purpose and 
objectives set forth in the Policy, with the Duke Energy Code of Business 
Ethics and Duke Energy Charter, and with the Code of Ethics and Standards 
for the Professional Practice of Intemal Auditing of the Institute of Intemal 
Auditors 

In accordance with the Policy, Corporate Audit Services' personnel do not have 
direct responsibility for developing and installing procedures, preparing records, or 
engaging in any other activity that the department would normally audit, except 
when approved by the Audit Committee or in the event of emergency (i.e. call 
center activities during ice storm). 

V. 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. 

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. 

VI. 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 commimicated to the directors, and if critical to the Vice President. 
Final reports are reviewed by the appropriate manager, director and 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). 
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Administrative matters are addressed by the Vice President, in conjunction with the 
Chief Legal Officer (administrative report) and the Vice President's leadership 
team, as appropriate. 

VII. Intemal and Extemal Communication 

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

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 prioritization, 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 Intemal Controls General Manager, 
the Chief Information Officer (if IT-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. 

VIII. 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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Exhibit IA-1 

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE 

Vice President Audit Services 

VP Audit Services 
16255-Audit Services 

(23) 

::OffioerfreamSea^t^ry: 

41028-Audit Svcs-Electnc 

(0) > Sr Director, Audit 
22168 • Audit Svcs-Corporate 

(10) ^ . , 

Sr Director, Audit 
13665-AudrtSyeS-DEGT. DEFS 

^ &EHS 

dE-Sr Director Audit-IT 
18450-Audrt Svcs-IT 

(7) 
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Exhibit IA-2 

Audit Services Policy 

Appl icabi l i ty : Applies to Enterprise 
Originator: Corporate Audit Services 
Approval : Group Executive & Chief Legal Officer; Audit Committee 

Effective Date: 01/01/2007 
Revision Date: 02/26/2007 
Reissue Date: 04/04/2006 

Vision 

Duke Energy's Corporate Audit Services Department delivers world-class internal audit services thiat 
enable Dul<e Energy to achieve superior performance. In conjunction wltin ttie delivery of ttiese 
services, Corporate Audit Services will: 

— Champion Strong Controls 

— Drive Effective Risi< t̂ lanagement 
— Enhance Operational Efficiency 
— Foster Compliance 
— Facilitate Constructive Change 

— Develop Future Duke Energy Leaders 

Statement of Purpose and Philosophy 

It is the policy of Duke Energy, including Its subsidiary business units and affiliates, to provide and 
support a strong internal audit department as an independent assurance function forthe purpose of 
advising and assisting all levels of management and the Audit Committee ofthe Board of Directors with 
objective evaluations, appraisals, and recommendations concerning the organization's activities and 
internal control structure. 

Duke Energy management, including the Board of Directors and the Audit Committee of the Board of 
Directors, supports and expects a capable and independent internal audit function. This is part of Duke 
Energy's strong commitment to an effective internal control environment and related risk assessment 
structure and represents the tone at the top that is critical to effective governance and internal controls. 

Policy Expectations 

The objective of the Corporate Audit Services Department is to determine whether the organization's 
network of risk management, control, and governance processes, as designed and represented by 
management, is adequate and functioning properiy. To accomplish this objective, the Corporate Audit 
Services Department will: 
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• Examine and evaluate the adequacy of the design, documentation, and effectiveness of the 
internal control system, as defined below, throughout Duke Energy, including its subsidiary 
business units and affiliates, 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, and 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 
• Follow-up on outstanding audit matters and significant deficiencies/material weaknesses to 

validate that these issues are being resolved appropriately and timely 

Duke Energy has adopted the Committee of Sponsoring Organizations (COSO) framework of internal 
control. Internal control is a process affected by an entity's board of directors, management, and other 
personnel, designed to provide reasonable assurance regarding the achievement of objectives ("control 
objectives") in the following categories: 

• Effectiveness and efficiency of operations 
• Reliability of financial reporting 
• Compliance with applicable laws and regulations 

Audit Services assesses risk and controls in accordance with the COSO framework. 

Accountability: Roles and Responsibilities 

The Corporate Audit Services Department must maintain Independence and objectivity In their work. In 
order to maintain this independence, the Corporate Audit Services Department reports functionally to 
the Audit Committee ofthe 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 broad audit coverage, adequate consideration of audit reports, and 
appropriate action regarding audit observations. 

With respect to audit matters, the Corporate Audit Services Department is authorized to: 

• Have full and unrestricted access to all Duke Energy (including subsidiary business units and 
affiliates) functions, records, property, and personnel, and may make direct contact with any 
level of management 

• Communicate directly with the Audit Committee, as needed 
• Allocate resources, set frequencies, select subjects, determine scope of work, and apply the 

techniques required to accomplish audit objectives 
• Obtain the necessary assistance of personnel in units of the organization where audits are 

performed, as well as other specialized services from within or outside the organization 
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The Corporate Audit Services Department will not perform any activities that conflict with the internal 

audit function's authorized responsibilities or impair the function's independence and objectivity. 

The 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 the Company'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 
• Maintain and administer a rigorous foUow-up process to ensure that committed management 

actions to address audit issues are properiy and timely executed or that Senior Management 
has accepted the risk of not taking action 

• Discharge these responsibilities in a manner consistent with the purpose and objectives set 
forth in this policy, with the Duke Energy Code of Business Ethics and Duke Energy Charter, and 
with the Code of Ethics and Standards for the Professional Practice of Internal Auditing of the 
Institute of Internal Auditors 

The responsibilities of business unit or functional area management are to: 

• Establish and maintain a strong and effective system of internal controls consistent with the 
COSO framework, including an appropriate tone at the top 

• Develop and execute appropriate timely action plans to address issues or risk exposures 
communicated by Corporate Audit Services 

• Provide full and unrestricted access to all Duke Energy (Including subsidiary business units and 
affiliates) functions, records, property, and personnel 

• Provide any necessary assistance or resources to Corporate Audit Services personnel to 
facilitate the execution of their responsibilities 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
ETHICS AND COMPLIANCE 

SFR Reference: Chapter II(B)(9)(b)(vi) 

I. PoHcy and Goal Setting 

The Ethics and Compliance Group supports the corporate policies as are found in 
the Code of Business Ethics (reference Exhibit CSUM-5) and ensures that Duke 
Energy is in compliance with state and federal agency regulations. Company, 
federal and state policies are communicated to employees in written and oral 
fashion, through formalized training and at departmental staff meetings. 

The overall goal of the Ethics and Compliance program is to establish processes 
and procedures that support the Duke Energy Code of Business Ethics and ensure 
that they are aligned with the U.S. Sentencing Guidelines in order to mitigate 
Duke Energy's risk of non-compliance with state and federal regulations. 

The objectives ofthe Corporate Ethics and Compliance Program at Duke Energy 
are to: 

1. prevent, detect and act on imethical and non-compliant activity, and 
2. promote a culture that encourages ethical conduct and a commitment to 

compliance with the Applicable Rules 

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

n. Strategic Planning 

Planning for the Ethics and Compliance Department for the year 2006 was mostly 
accomplished through the merger integration efforts that followed the 
announcement ofthe merger of Duke Energy and Cinergy. The strategic plan for 
the department for the Ethics and Compliance Department is reviewed and 
approved by the Chief Ethics and Compliance Officer and the Chief Legal 
Officer. In addition the goals ofthe Ethics and Compliance department support 
the overall strategic direction ofthe company. 
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III. Organizational Structure 

The Ethics and Compliance Department consists of two main branches, Ethics and 
Compliance. The Ethics branch provides guidance to employees on ethical, 
legal and policy issues. The Compliance branch ensures that the company is in 
compliance with company policies and federal and state regulations and educates 
employees on various policies and procedures. Both branches ofthe Ethics and 
Compliance department report to the Senior Vice President Ethics and 
Compliance who reports to the Group Executive and Chief Legal Officer 

The Ethics and Compliance Department has a centralized organizational model. 
The Compliance group has two main arms - Corporate Compliance and Business 
Unit Compliance. Corporate Compliance is responsible for the effectiveness ofthe 
Compliance Program on an enterprise-wide basis, while Business Unit 
Compliance serves as the primary point of contact for compliance related issues 
within the business units. 

An organization chart for Ethics and Compliance is presented as Exhibit E&C-l. 

IV. 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. Sentencing Guidelines. Responsibilities include but are not limited to 

Identifying, researching and understanding new policies, rules and regulations 
Ensuring the adequacy of compliance systems and associated controls 
Establishing and implementing enterprise strategy, policies and control 
measures for ethics and compliance 
Administering the Code of Business Ethics and the anonymous Ethics hotline. 
Educating employees on ethical behavior and applicable rules through the 
development and administration of customized training 
Monitoring the status of compliance by developing and executing tests to 
identify potentially non-compliant activities 
Reporting the resuhs ofthe compliance program to appropriate audiences 
including the Board of Directors and extemal regulatory agencies 
Ensuring corrective actions for non-compliant behavior is consistent and 
implemented in a timely manner. 
Reviewing areas of exposure through self-reporting and auditing and 
implementing necessary changes to maintain effectiveness. 
Assuring that relationships with customers, regulators, communities, 
suppliers, and employees are in compliance with the corporate and business 
unit control environment 
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• Implementing, monitoring and measuring the effectiveness of other controls 
specific to the lines of business 

• Performing risk assessments and training personnel on extemal laws and 
intemal policies that are specific to their respective areas. 

• Monitoring compliance for business unit specific compliance risks. 

Practices and Procedures 

Research: 

The primary purpose of Research within the Program is to identify and maintain a 
simultaneous understanding ofthe letter and intent ofthe Applicable Rules and the 
organization's underlying activity and business environment so that this 
information can be fed into the Risk Assessment process, incorporated into the 
Education and Monitoring components ofthe Program, and communicated in 
response to questions from personnel. 

Process: 

An effective compliance Research approach proactively seeks information from a 
variety of sources to track ongoing developments and emerging changes in 
regulations. Typical sources of such information include intemal and extemal 
counsel, intemal regulatory persormel, extemal regulators and compliance 
professionals from other organizations. Various communication media (the 
Intemet, print, etc.) is routinely monitored to identify proposed and final mle 
makings from relevant regulatory agencies, the published resolutions from dispute 
settlements within the industry, and new compliance developments from other 
industries. 

Educate: 

The objective ofthe Education component ofthe Program is to ensure that 
applicable personnel are knowledgeable about the Program and understand the 
letter and intent ofthe Applicable Rules that are relevant to their respective roles and 
activities within the organization. 

Process: 

Developing and administering training on the Program and the Applicable Rules is a 
joint effort among Ethics and Compliance, Legal (Intemal and Extemal, as required), 
Regulatory, Govemmental Affairs, HR, IT and personnel who execute the underlying 
activity. Usually, Compliance, be it Ethics and Compliance personnel in 
administering the CoBE enterprise training or a Business Unit or Corporate 
Function compliance person who administers training on a specific Rule ofthe 
function, takes the lead in rolling out the training course. 

Page 25 of 31 

631 



Monitor 

The objective ofthe Monitoring component ofthe Program is to identify potentially 
non-compliant activity as soon as possible from the execution ofthe act so as to 
respond to it with corrective action prior to the activity becoming a pattem of non-
compliant behavior. 

Process: 

The most basic form of Monitoring is a Supervisor's oversight of his/her direct 
report's activities. This "Duty to Supervise" is a requirement of several regulations 
that govem Duke Energy's activity and is the first line of defense in mitigating 
potential violations. 

If the Inherent Risk and Cost are high, the need for an independent function, such as 
Compliance, to execute more frequent and in-depth testing ofthe underlying 
activity is increased. As the Inherent Risk of violation and Cost decrease, the 
need for independent, frequent and extensive testing is reduced. As a result, the 
higher the potential risk and cost, the more active the Monitoring process should be; 
whereas the lower the potential risk and cost, the more passive the monitoring 
approach may be. 

Discipline 

The objectives ofthe Discipline component are to ensure: 
• proper incentives are in place to support ethical and compliant behavior and 

actions to prevent or detect violations; and 
• a proper response is implemented for violations ofthe Applicable Rules. 

Process 

Compliance's role in this process is to: 
• work with the Business Unit and Corporate Management to incorporate ethics 

and compliance metrics into the organization's incentive stmcture; 
• identify and report unethical and non-compliant activity to Management and 

HR for their proper response (see Monitoring and Reporting); 
• be informed ofthe resulting discipline and escalate concems if the resulting 

discipline is not sufficient; 
• monitor the implementation ofthe organization's response to ensure it is 

carried out consistently. 

Review 

The objective ofthe Review component ofthe Program is to ensure the on-going 
design and implementation ofthe Program and its underlying processes and 
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procedures are effective in meeting the Program's objective of preventing violations 
ofthe Applicable Rules. 

The Review is focused on two parts: 
• Are the processes and procedures in place designed effectively to mhigate the 

risk of a violation? 
• Are these processes and procedures being effectively implemented? 

This Review process can be at the Program level, seeking to determine if the 
overall stmcture, design and implementation ofthe Program is effective given the 
makeup ofthe organization. It can also be at the more detailed tactical level, 
examining those compliance processes and procedures that mitigate violations of 
specific Applicable Rules that have High Inherent Risk and Cost. 

VI. Decision Making and Control 

The decision making component of the Corporate Ethics and Compliance Program at 
Duke rests at various levels ofthe organization. On the Compliance side, decision 
criteria are clear cut and are based on whether basic compliance requirements are met. 
On the Ethics side ofthe organization, additional aspects that are unique to each 
situation such as level of impact, organizational level of involvement etc. are used for 
the purpose of decision making. Decision making authority flows up through the 
Chief Ethics and Compliance Officer to the Office of General Counsel and on 
through the Chief Executive Officer to the Board of Directors, 

VII. Intemal and Extemal Communication 

Because the stmcture ofthe Program incorporates multiple functions and is designed 
to leverage those functions in whose primary responsibility feeds a component ofthe 
Program (versus duplicating the function within the Compliance function), it is 
imperative that the flow of information among the various functions is strong. This 
requires relationships and channels of communication to be established and 
maintained across the applicable functions. In order to successfully implement these 
networks, it is incumbent upon Compliance to initiate the relationship and 
communicate expectations and information requirements, and it is the responsibility 
of the supporting functions to respond to these requests timely and accurately. 

VIII. Goal Attainment and Qualification 

Departmental goals are set at the beginning ofthe year. The goals cascade down 
from those set for the Senior Vice President Ethics and Compliance. 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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Exhibit E&C-l 

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE 

Corporate Secretary & Senior Vice President Ethics & Compliance 

20689 - Books & Records 
(4) 

DE-Asst Secy-Exec Asst 

CorpSecy&SVP-Elhics&Compliance 
21543 - Office of Corporate Secretary 

06) ' 

doordinator/Analyst Coord Admin 

Mng Dir Ethics 
20734-Etliics 

(2) 

Mng Dir Compliance 
21347-Compliance 

(4) 

DE-Assistant Secretary 
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Exhibit CSUM-5 

Duke Energy Employees: 

The Duke Energy Charter establishes our purpose, objectives, values and measures of success. One of our 
core values is integrity - ethically and honestly doing what we say we will do - both as individual employ­
ees and as a company. 

Our Code of Business Ethics (CoBE) establishes standards of business conduct designed to help each of 
us conduct business ethically and honestly. A lot of careful thought and consideration went into producing 
it, consistent with our Charter and business goals. 

Some sections may be more relevant to certain business areas than others. Regardless, all employees are 
responsible tor being familiar with our CoBE so that you understand what you need to do when faced with 
an ethical diiemma, 

You are encouraged to bring work-related concerns, including suspected violations, first to your supervisor. 
If you are uncomfortable in doing so, you are free to talk to another member of management, a human 
resources representative or someone in the ethics and compliance office. Additionally, the EthicsLine is a 
third-party resource you can use, and you can do so anonymously. The important thing is that you talk to 
someone, and this CoBE is your guide. 

For former Cinergy employees, this CoBE should be used in conjunction with the Cinergy Working 
Environment Policy Manual (WEPM), which remains in effect until both the CoBE and WEPM are merged in 
the future. 

Ethical behavior underpins our Charter's values and measures for success. I urge you to use this CoBE 
as a guide. By doing so, you will have taken an important step In helping our company achieve its busi­
ness goals. 

^^^^??^/^^^U4^ 

Jim Rogers 
President and Chief Executive Officer 

CODE OF BUSINESS ETHICS pages 
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Exhibit CSUM-5 

About the Code 

Duke Energy's Code of Business Ethics describes 

ethical risks for employees, provides guidance to help 

rficognize and deal with ethical issues, and explains 

how to report unethical conduct and help foster a cul­

ture of integrity and accountability. This Code applies 

to Duke Energy, its subsidiaries and its affiliates. 

Contractors, suppliers and vendors are expected to 

support effective compliance programs within their 

own organizations. Some sections and topics may 

be more relevant to certain functions or departments 

than to others. However, since one Instance of a 

person failing to act with integrity can damage the 

company's hard-earned reputation and compromise 

the public's trust, every Duke Energy employee is 

responsible for being familiar with the entire Code. 

The Code has been adopted by the company's board 

of directors and represents a comntltment to promote 

an organizational culture that encourages ethical con­

duct and compliance with the law. A separate Code of 

Business Conduct and Ethics applies to Duke 

Energy's board of directors. 

Duke Energy employees should be aware that: 

• This Code cannot anticipate every possible situa­

tion or cover every topic in detail. If a situation is 

unclear, employees should ask for guidance before 

taking action. 

• Most of the topics covered in this Code are 

explained in greater detail in a company policy. 

• From time to time the company may establish 

training programs to address specific areas of risk. 

• Reading this Code Is not a substitute for complet­

ing training and complying with specific policies 

and procedures. 

• This Code does not necessarily take into account 

all applicable legal requirements. More restrictive 

laws or requirements take precedence. Where 

applicable legal requirements conflict with the 

standards in this Code, employees should ask for 

guidance before taking any action. 

• The existence and provisions of this Code do not by 

themselves create any additional contractual right 

to continued employment. However, to the extent a 

contractual right to continued employment is pro­

vided by applicable law, this Code is part of and is 

incorporated into any existing employment contract 

between Ouke Energy and its employees. 

• Ouke Energy employees may be asked periodically 

to certify compliance with this Code. 

This Code, revised in January 2007, supersedes 

ail previous versions of Duke Energy's Code of 

Business Ethics. 

How Our Values Relate to the Code and 

Our Policies and Procedures 

Duke Energy's charter sets forth the values and 

behaviors that apply to a wide variety of situations, 

while this Code focuses on what to do when specific 

ethical issues arise. Put another way, the charter val­

ues point us in the right direction, and the Code 

guides our actions in specific situations. 

When a particular standard of behavior does not 

provide enough detail, the company's policies and 

procedures can provide additional information. 

Policies support the standards in the Code, are broad 

and ef)6ufmg m nature and define accountabilities 

that may be audited. 

Procedures are based on specific business unit 

needs, while they align with and fully support enter­

prise policies. Business units are expected to set. 

manage and control policies and procedures for tasks 

that do not directly relate to an enterprise risk area. 

Reporting Cor^pliance Issues 

Duke Energy employees have a responsibility to report 

violations of this Code, applicable laws or govern­

mental regulations while performing work for the 

company Employees are also expected to report any 

threat to heiman health, safety, the environment or 

the company's assets. 

To report a violation: 

• Talk to your supen/isor or their manager, your 

human resources representative, or the ethics and 

compliance office. 

• If you aren't comfortable with any of the reporting 

options above or if you feel more comfortable 

reporting anonymously, use the EthicsLine. 

The Audit Committee of the board of directors reviews 

concerns regarding questionable accounting, internal 

financial controls (including internal accounting con­

trols) and auditing matters reported to the ethics and 

compliance office, or the EthicsLine, which allows 

anonymous reporting. 

page 4 CODE OF BUSINESS ETHICS Introductior 
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Exhibit CSUM-5 

The EthicsLine 

Ihe EthicsLine is a wortdwide loporting system 

through which employees can: 

• Anonymously report suspected unethical and crim­

inal conduct, or envircmmcntal. health and safety 

concerns. 

• Ask questions to resolve ethical dilemmas within 

the organization without tear ot retribution. 

YoL! may discuss issues siicli as; 

• Employee misconduct 

• Harassment in tlie workplace 

• Environmental, health or safety concerns 

• Fraud 

• Qucslionablo accounting, internal controls or 

auditing inaitcrs 

• Conflicts of interest 

" Misuseof company assets 

• Regulatory violations 

• Any behavior you believe damages Duke Energy's 
reputation. 

Sliouid you choose to identify yourself, your identity 

will be kept confidential to the extent permissible by 

law and feasible to permit an investigation. 

The service is available to you 24 hours a day. 

7 days a week. You may make a toll-free call to 

the foilowing numbers anytime, day or night: 

United States/Canada 

Argentina 

Brazil 

El Salvador 

?e'd\ 

Bolivia 

80D-525-3783 

)-666-l698 

0800-891-4140 

800-6203 

0800-52-41? 

800-10-0397 

For countries not listed, follow standard international 

calling prrjcedures to call the United States/Canada 

toll-free number. 

You may also use www.dukeenergy-ethicsline.coni to 

submit a report or inquiry via the Web. 

The EthicsLine is staffed by an indepfiiident third 

party that Duke Enorgy lias retained. When you con­

tact Ihe EthicsLine, you can provide your name or 

choose to remain anonymous. 

You can expect to: 

• Be asked to provide information regarding your 

questions or concerns, 

' Be assigned a unique report number. 

• Have Duke Energy initiate an investigation into the 

suspected violation. 

• Have Ihe opportunity to follow up with EthicsLine 

to find out the status or outcome of your report. 

Addit ional Resources 

For more information or to report a violation ofthe 

Code, you may e-mail Duke Energy's ethics and 

compliance office at ethicsofficer@duke-energy.com 

or contact the ethics and compliance office directly. 

Retaliation is Prohibited 

Duke Energy values clear and open communications, 

and respects the contributions ol all employees. 

Duke Energy will not retaliate against any employee 

who in good faith reports suspected unethical con­

duct, violations of laws, regulations, or company 

policies. Duke Energy will not terminate employment, 

demote, transfer to an undesirable assignment or 

otherwise discriminate against an employee for call­

ing attention to suspected illegal or unethical acts, 

including providing information related to an investi­

gation. However. Duke Energy reserves the right to 

discipline any employee who knowingly makes a 

false accusation or provides false information to the 

company or others. 

Our Responsibilities as 

Duke Energy Employees 

All Ouke Energy employees have a responsibility to 

understand and follow this Code in their business 

dealings. 

Duke Energy employees must: 

• Follow the law. this Code and related policies. This 

responsibility cannot be delegated or assumed by 

the company or any supervisor. 

• When unclear about a situation, stop and ask for 

guidance before taking action. 

• Follow the reporting process if you become aware 

of a suspected violation. Use the EthicsLine if 

uncomfortable with other reporting options. 

• Complete required training on the Code and peri­

odically certify compliance with the Code. 

Addit ional Leadership Responsibilities 

Duke Energy employees in a leadership position 

(supervisors, managers and senior leaders) have 

additional responsibilities regarding this Code. 

Ouke Energy leaders must: 

' Set the tone "at the top," by modeling exemplary 

ethical business conduct, 

• Provide required training for employees. 

• Answer employee questions about (he Code and 

the company's values, policies and procedures. 

• Promptiy respond to employee reports of violations 

or requests for guidance. 

• Foster an environment of clear and open 

communication where employees feel comfortable 

bringing issues forward. 

Consequences of Violat ing the Standards 

in the Code 

Failure to obey laws and regulations violates this 

Code and may expose both you and the company to 

criminal or civil prosecution. Any violation of this 

Code or Duke Energy ethics and compliance pro­

grams may result in corrective action up to and 

including employment termination. The company may 

seek civil remedies from an employee and refer 

criminal misconduct to law enforcement agencies. 

Waivers of the Code 

All employees are expected to follow the standards 

set forth in this Code, Any waiver from any part of 

the Code requires the approval of a group executive. 

For executive officers, a waiver requires the express 

approval of Duke Energy's board of directors and will 

be promptly disclosed to shareholders. 

Ethics and Compliance Office 

The role of the ethics and compliance office Is to 

prevent and detect illegal or unethical conduct, sup­

port Duke Energys business values and reinforce 

ethical behavior thmugh the Code and related educa­

tion and training. 

Chief Ethics and Compliance Officer 

Julie S. Janson 

Ethics 

Allen i. Stewart 

Compliance 

Tom J, Wiles 

Ethics and Compliance f^anagers 

Corporate 

Shamn A. Brooks 

U.S. Franchised Electric and Gas 

Jackie i. Lynch 

Commercial - U.S. 

Jean A. Dieudonne 

Commercial - International 

Jackie H, Salinas 
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Exhibit CSUM-5 

Duke Energy domorisUate^j 

accountdbility in all accouriling 

(including time reporling) and 

financial reporting p/rTCf/ce.s. 

All einpioyees must accept respon­

sibility for the accuracy of written 

records and public statements so 

that we can maintain the trust of 

our stakeholders. 

Duke Energy's internal controls over financial report­

ing are consistent with the application of generally 

accepted accounting principles (GAAP). 

They help protect our financial accountability by: 

• Assuring management's authorization of financial 

transactions 

• Ensuring that financial transactions are properly 

recorded and posted 

• Satisfying government and other regulatory 

requirements 

• Providing reasonable assurance that we are in 

compliance with GAAP and applicable tax laws. 

Responsibility in Reporting 

Duke Energy's results of operations and financial 

condition are reported using GAAP and in compliance 

with applicable laws and regulations. Duke Energy 

prides itself on the transparency of its financial and 

non-financial reporting. To this end. we pmvide inde­

pendent analysis and reporting of. among other 

things: 

• Earnings for common stock shareholders 

• Non-financial data (examples include data related 

to environmental responsibility, key strategic initia­

tives and community Involvement) 

• Current and future opportunities, threats, strategic 

plans and critical success factors 

• Revenue recognition 

• Market risks associated with commodity prices, 

credit exposure and interest rates 

• Commitment to our company's values. 

It is critical to Duke Energy's reputation that Informa­

tion provided to management and the public Is accu­

rate, fair, complete, objective, understandable, timely 

and relevant. This applies to both financial and non-

financial data, and includes information in public 

communications as well as in documents filed with 

regulators. Misstating information can carry serious 

criminal and civil fines and penalties for Duke Energy 

and personal criminal liability for employees. 

Duke Energy applies the highest ethical standards in 

its financial and non-financial reporting and follows 

all applicable Securities and Exchange Commission 

(SEC), New York Stock Exchange. Sarbanes-Oxley. 

various regulatory commissions and other standards 

and rules regarding financial and non-financla! 

reporting. 

Employees should report immediately if they are 

pressured, threatened or aware of instances such as: 

• Use of questionable accounting techniques 

• Management of earnings 

• Manipulation of results to meet targets for 

incentive plans. 

Our Responsibilities 

Duke Energy employees are expected to be truthful 

and accurate In their accounting and time reporting 

practices. Financial professionals are expected to 

stay up-to-date with all financial reporting regula­

tions related to their job functions, and to report 

financial statement items in a manner consistent 

with applicable laws and GAAP All Duke Energy 

employees involved in public reporting or communi­

cations are expected to produce disclosures that are 

full, fair, accurate, timely and understandable. 

Duke Energy employees must: 

• Maintain books, accounts and records according to 

GAAR using sufficient detail to reflect Duke Energy 

transactions accurately and fairly 

• Record transactions in a timely manner 

• Report if financial statements are believed to be 

misstated or manipulated. 

Employees must not: 

• Manipulate financial accounts, records or reports 

• Maintain off-the-book accounts to facilitate ques­

tionable or illegal payments 

• Take any action, or cause anyone else to take any 

action, to influence, coerce, manipulate or mislead 

auditors for the purpose of making financial state­

ments misleading. 

page 6 CODE OF BUSINESS ETHICS Accuracy of Bocks and RecQids and Reporling of infomiatior 
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Duke Energy's value /f; irkixiiriized by 

the complefrienlary caf)abllities of its 

affiliates. 

Duke Energy is subject to regulation by various energy 
regulatory commissions, including federal, certain 
state, and provincial commissions. These commis­
sions have specific codes and standards of conduct 
(Affiliate Rules) that address matters such as undue 
discrimination and preferential treatment between 
regulated co/rrpanies and their affiliates. 

The purpose of these Affiliate Rules is to prevent the 
regulated businesses from subsidizing the activities 
of their affiliates, and to prevent the affiliates from 
gaining an unfair advantage because of their relation­
ship with the regulated businesses. 

Generally the Affiliate Rules include: 

• Physical and organizational separation require­
ments between the regulated business units and 
certain affiliates 

• Restrictiotis on shamg directors, ofiicers, and 
employees 

• Prohibitions on the sharing of transportation or 
market information 

• Restrictions on the disclosure of customer 
Information 

• Requirements for equal access to regulated service 
and prohibitior) against undue discrimination in 
providing regulated service 

• Restrictions on transactions between regulated 
business units and affiliates, such as transfer 
pricing provisions, prohibitions on certain financial 
transactions, and regulatory approval and report­
ing requirements 

• Terms for sharing certain services and resources 

• Restrictions on certain financial transactions 
between regulated business units and affiliates 

• Restrictions on making referrals to or endorse­
ments of affiliates. 

Compliance with both the letter and spirit of the 
Affiliate Rules demonstrates integrity. 

Our Responsibil i t ies 
Duke Energy employees involved in the following 
activities for or with a regulated business mi l are 
expected to understand and comply with the Affiliate 
Rules. 

• Transferring goods or services 

• Sharing customer, market or transportation 
information 

• Providing regulated/tariffed services to an 
affiliate 

• Marketing activities, including referrals or 
endorsements 

• Sharing employees, services, or resources. 

CODE OF BUSINESS ETHICS Affiliale R-ules page 7 
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Because the laws governing contracts are numerous 
and complicated, policies and procedures are in 
place to ensure that any contract entered into on 
behalf of Duke Energy has the appropriate level of 
review and approval. 

Duke Energy's corUraclual 

agroeinenis govern our business 

rel3tionshif.)S and en^^uie that 

Duke Energy's intellectual property, 

business agreements and confiden­

tial information are protected. 

Our Responsibi l i t ies 
Duke Energy employees who enter Into contracts on 
Duke Energy's behalf must have proper authorization, 
including legal review v/here applicable, prior to the 
execution of any such contract. 

Duke Energy employees must: 

• Know what types of contracts we are authorized to 
execute on behalf of the company, if any. 

• Comply with Duke Energy policies and procedures 
for entering into contracts. 

• Where required by policy, make sure that a con­
tract agent reviews and approves any contract. 

Employees must not: 

• Enter into any contract on behalf of Duke Energy 
without proper review and autliori^aflon. 

pages :ODE OF BUSiNiiSS ETHICS .Approval of Business Transactions. Contract Aifthofizaticn. 
Delegaiicn of Authoritv' and Ptirchasing Control 
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Duke Energy's b r a n d ident i ty a n d 

in te l lec lua l proper ty are a m o n g ils 

most valuable assets. The loss o f or 

in jury to such assets cou ld have a 

serious f inanc ia l impac t on the 

c o m p a n y Violation of the in te l lec tu­

a l p roper iy r ights o l others b r e a d ) -

es our value of in tegr i ty a n d m a y 

sub/ect bo th the employee a n d 

Duke Energy lo substant ia l l iability, 

inc lud ing c r im ina l f jenalt ies. 

Employees demonstrate accountabilit/ by consistently 
and appropriately protecting the intellectual property 
rights of Duke Energy and honoring the intellectual 
property rights of third parties (e.g., copyrights, trade­
marks, service marks and patents). Employees must 
also be accurate and truthful in communicating infor­
mation about Duke Energy products and services. 
This practice protects the Duke Energy brand and 
shows respect for our customers and shareholders. 

Our Responsibilities 
Duke Energi' employees are expected to protect the 
intellectual property rights of Duke Energy, including 
Ihe Duke Energy name and logo, taglines, inventions, 
processes and innovations and to respect those of all 
third parties. 

Duke Energy employees must: 

• Follow the Brand Guidelines when creating materi­
als using the Duke Energy name, mark or logo. 

• Understand that any intellectual property created 
by a Duke Energy employee i\] the performance 
of his or her job responsibilities belongs to 
Duke Energy and that innovations must be shared 
with the company to ensure adequate protection. 

• Report any unauthorized use of Duke Energy's 
copyrights, patents, service marks or trademarks. 

• Respect all intellectual property that Duke Energy 
has received from third parties under confidentiali­
ty or license agreements. 

• Obtain permission to use a third party's trademark, 
service mark or other intellectual property. 

• Use inventions patented by third parties only within 
the terms of a license agreement. 

• Be accurate and tmthful in communication of 
information about Duke Energy products and 
services. 

• Adhere to established brand standards when 
producing any materials, including advertising, 
publications, on-line materials and other items 
using the Duke Energy or subsidiary companies' 
names or logos. 

Employees must not: 

• Make copies of copy right-protected materials until 
Duke Energy has obtained permission from the 
copyright holder or determined that limited copying 
is legally permitted, 

' Copy or distribute software or related documenta­
tion without first ensuring that it is permitted by 
the licensing agreement. 

• Use company letterhead, company e-mail or refer­
ence to our business address or title when 
expressing a personal view in a public forum. 

Q & A 

Q: What is intellectual property? 

A: Intellectual property' denotes the legal rights that 
may be secured in virtually any creation of the 
human mind or intellect (for example, an idea, 
invention, machine, device, process, program, 
software, drawings, blueprints, name, logo or slo­
gan) Of that may be legally protectible (such as a 
patent, copyright, trademark, service mark, and/or 
trade secret). 

Q: What types of protections are available for 
intellectual property? 

A: The type of protection available depends on the 
type of intellectual propeity involved. 

• Copyrights protect original and tangible works of 
authorship such as books, brochures, reports, pro­
posals, advertisements and other literary works, as 
well as works of art, drawings, photographs, 
videos, maps, charts, musical works, audiotapes 
and software. A copyright prohibits unauthorized 
copying or downloading of these works. 

• Patents protect new and non-obvious inventions, 
such as machines, apparatus, devices, manufac­
turing components, chemical compositions, 
processes, methods and ornamental designs. A 
patent permits Inventors and patent holders to 
exclude others from making, using or selling the 
same invention. 

• Trademarks and sen/ice marks are words, phras­
es, symbols and designs which identify and distin­
guish the source of goods or services from those of 
others. Registration of a trademark or sen/ice mark 
restricts its use by others. In some circumstances, 
a trademark or service mark may be protected 
from such use wfthout registration. 

• Trade secrets are any information used by a 
business such as formulas, processes, devices 
and customer lists ihat have economic value 
because they are not generally known or easily 
discovered by observation or examination, and for 
which reasonable efforts have been made to main­
tain secrecy. 

CODE OF BUSINESS ETHICS Brand Management and iistellectiial Property page 9 
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Duke Energy mainlains the highest 

level of integrity when dealing 

v/nh govenment officials and 

members of the private sector. 

Giving anythir)g of value to such 

individuals may raise rjuestions 

about Duke Ernvgy's integrity. 

We demonstrate accountat)iliiy 

by refusing to give gifts or make 

payments that are intended lo 

influence, or could api:iear to influ­

ence, business decisions. 

Bribery laws prohibit companies from directly or 
indirectly promising, offering or making payment of 
money or anything of value to anyone (including a 
government official, an agent or employee ot a politi­
cal party, labor organization or business entity, or a 
political candidate} with the intent to induce favor­
able business treatment or to improperly affect busi­
ness or government decisions. 

Decisions about gift giving must be carefully evaluat­
ed. In general Duke Energy does not consider ordi­
nary and reasonable business entertainment, or gifts 
of nominal value that are customary and legal tn the 
local market, to be improper. We recognize that in 
certain cultures, gifts of a more substantial nature 
may be customary and expected. 

However, we also recognize that the giving of improp­
er gifts or payments can undermine customer rela­
tionships, damage our reputation and result in legal 
penalties. Employees must refrain from giving gifts or 
making payments that are intended to influence, or 
could appear to influence, business decisions. 

Note: These laws and regulations are complex and 
can vary from country to country, and even within a 
countiy (e.g.. local versus national officials) and from 
stale to state. This Code does not necessarily take 
into account ail local legal requirements and you 
should be aware that more restrictive local laws take 
precedence over this Code. 

• Obtain prior approval from management before 
making a decision about whether or not to offer a 
gift that is of more than nominal value in the local 
market 

• Comply with local laws and regulations governing 
gifts and meals given to public officials and 
employees of governmental agencies. 

• Understand that it is generally not acceptable to 
give gifts or gratuities to any federal, state or local 
government employees. 

Employees must not: 

• Give gifts that are intended to influence, or appear 
to influence, business decisions. 

• Agree to provide any payment or other kickback in 
return for favorable treatment for either the 
employee or Duke Energy. 

Q & A 

Q: How do I know whether a gift or payment is 
improper or not? 

A: A gift or payment is improper if it is used to influ­
ence, or appears to influence, a business decision. 
If you have questions as to whether a gift or pay-
ment could be considered improper, seek guidance 
before taking any action. 

Our Responsibil i t ies 

Duke Energy employees are expected to be extremely 
careful when giving anything of value to third parties 
to avoid giving the impression that we are trying to 
influence another person's business decision. 

Ouke Energy employees must: 

• Ensure that business entertainment provided to 
third parties is reasonable and customary. 

• Offer only gifts that are considered customary, 
reasonable, legal and of nominal value in the 
local market. 

page 10 CODE OF BUSINESS ETHICS Bribery, Kic)(i>3ck5 anti Oihai f/npfoper Payments 
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The giving and receiving of gifts or 

entertainment can be importani 

and approfriate ways of building 

and maintaining (Jroper business 

relationships. However, in order to 

mairHain trust and integrity with 

our tvjsiness partners, it is ifnpoi-

tant to be imident when accepting 

business courtesies. 

Our Responsibil i t ies 
Duke Energy employees are expected to act with 
integrity when deciding whether to accept a business 
courtesy (i.e.. anything of value for which the recipi­
ent does not pay fair market value, mcluding gifts, 
services and entertainment). 

Employees who are buyers, who influence buying, or 
who are involved in procurement transactions in any 
way (e.g., determining specifications, evaluating bids, 
choosing vendors or suppliers) must be especially 
careful when deciding whether to accept a business 
courtesy, 

Duke Energy employees must; 

• Accept only personal gifts that would be considered 
common business courtesies and for which we 
would reasonably expect to give something similar 
in return in the normal course of business. 

• Maintain a written list of business courtesies 
received, 

• Obtain written supervisory approval prior to 
accepting a business courtesy of significant or 
unique value. 

• Report gifts received from representatives of 
foreign countries. 

Employees must not: 

• Accept or request any business courtesy that might 
be intended to influenc8,or appears to influence, a 
business cfecision. 

CODE OF BUSINESS ETHICS Business CcurtEsies page 11 
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Duke Energy uses cnnfidentJal, 

proprietary and personal infontta-

tion ("sensitive Informalion'-) 

in the course of doing business. 

This includes the company's sensi­

tive Information, as well as that of 

third parties. 

Duke Energy complies with laws protecting sensitive 
information from unlawful disclosure. Failure to 
comply with these laws and standards can cause 
irreparable damage to ihe Duke Energy brand and 
can result in legal penalties, adverse regulatory 
actions and restrictions. It can also prohibit 
Duke Energy from conducting business within certain 
countries. 

Our Responsibilit ies 

Duke Energy employees are expected to protect 
Duke Energy and third-party sensitive information 
from unls^vful disclosure, and to ensure that such 
infonnation is handled properly throughout the organ­
ization. 

Duke Energy employees must; 

• Use sensitive informahon for business 
purposes only. 

• Use business onil procedures for labeling and 
handling sensitive information. 

• Share sensitive information only with appropriate 
parties both within and outside of Duke Energy. 

• Use health information solely for the administration 
of health plans. 

• fVlake sure that use of sensitive information Is con­
sistent with our policies, affiliate rules, contractual 
obligations and applicable laws. 

Employees must not; 

• Disclose sensitive information to individuals 
(including other employees) who do not have a 
business need to know the information. 

• Help a tliird party gain access to sensitive informa­
tion without authorizatioff. 

Q: What type of information would be consid­
ered personal information? 

A: Personal Information includes, but is not limited to; 

a. health information, 

b. social security number or national ID 
{or equivalent). 

c. consumer report information, 

d. a natural person's first name or first initial and 
last name in combination with 

- social security or employer taxpayer ID 
numbers 

- drivers license, state identification card, or 
passport numbers 

- banking information 

- credit card numbers 

- PIN codes 

- electronic ID numbers 

- private electronic mail names or addresses 

- private phone number 

- internet account numbers 

- identification names 

- digital signatures 
- any information that can be used to access a 

person's financial resources 

- biometric data 

- fingerprints 

- passwords 

- parent's legal surname prior to marriage, or 

e. any other information protected by 
Duke Energy's Policies. Standards, Procedures 
or applicable laws. 

Q & A 

Q: What is confidential or proprietary 
information? 

A: Confidential or proprietary information is any infor­
mation that provides a third party with some kind 
of business advantage and is not generally known 
to the public. This includes, but is not limited to; 

• Inventions 

• Operational Information 

• Strategic information about current and/or 
future business plans 

• Supplier's pricing and specifications 

• Research 
• Records, such as financial, customer or 

personnel records 

• Information designated as confidential or 
proprietary. 

page 12 CODE OF BUSINESS ETHICS Confidential, Proprietar/ and Persona! Inroimaiion 
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Duke Energy depends on its 

employees to act in Duiie Energy's 

best interests. Sometimes, twwev-

er, there are situations where an 

employee might tjo tempted to act 

otherv/ise or find oneself in a situa­

tion v</here a conflict of iriteresi 

may arise. 

V 

A conflict of interest exists any time an employee 
faces a r;hri\ce between what is in his or her personal 
interest (financial or otherwise) and the interests of 
Duke Energy. When a cr»)\\\ci of interest arises, others 
may question our integnty Therefore, employees are 
accountable for ae^mg in Ouke Energy's best interests 
and carefully avoiding even the appearance of impro­
priety. If you find yourself in a position where your 
objectivity may be questioned because of individual 
inlerests or family î r personal relationships, notify 
your supervisor immediately. 

Conflicts of interest may arise when: 

• You or son^eone with a close relationship to you 
has an interest in an entity with which Ouke 
Energy does busir^ess. 

• You or someone with a close relationship to you 
receives improper personal benefits as a result of 
your position at Duke Energy. 

• Other empfoyment (including self-employmenO or 
serving as an officer, director, partner or consult­
ant of another organization interferes with your 
ability to act in the best interests of Duke Energy, 
requires you to use or disclose sensitive informa­
tion about Duke Energy, is conducted during or 
confiicts with an employees normal work times, or 
creates the appearance of impropriety. 

• You or someone with a close relationship to you 
receives a loan or other extension of credit or cred­
it support (such as a guaranty) from Ouke Energy. 
Duke Energy is prohibited by law fmm extending or 
arranging for the extension of personal loans to 
executive officers. 

Our Responsibi l i t ies 
Duke Energy employees owe a duty of loyalty to the 
company and are expected to act in Ouke Energy's 
best interests and avoid conflicts of interest and/or 
the appearance of a conflict of interest. 

Duke Energy employees must: 

• Be able to identify potential conflicts of interest 
when they arise, 

• Notify supervision immediately when we are In a 
position where our objectivity may be questioned. 

• Make certain thai any second jobs, financial 
interests, or management interests in another 
entity do not cause a conflict of interest or have a 
negative impact on the confidence the public has 
in Duke Energy. 

• Get approval from a group executive when an enti­
ty in which you or a family member owns or 
acquires an interest that is greater than 5 percent 
seeks to do business with Duke Energy, and: 

- The entity makes sales of goods or services to 
Ouke Energy exceeding $i,000 annually, or 

- You help make Duke Energy purchasing 
decisions for those goods or services, or 

- You have a role in making sure the entity gets 
paid for the goods and services it provides. 

• Get approval from a group executive to: 

- Perform work or services for any person or 
organi^atior) that competes with or seeks to 
do business with Duke Energy 

- Take a position on the board of directors of a 
for-profit entity that has regular business 
dealings with Duke Energy. Prior to taking any 
such board position, employees are required 
to consult with their supervisor before seeking 
approval from a group executive who shall 
notify the General Counsel. 

• Always keep Duke Energy's interests uppermost 
even if the above criteria do not apply to a situa­
tion. 

Employees must not: 

• Take for personal gain an opportunity available to 
Duke Energy that Is discovered through the use of 
company assets, information or position. 

• Interface with Duke Energy's cr)nlractQrs, vendors, 
suppliers, customers or others in a manner which 
creates even the appearance of a conflict of inter­
est. When In doubt, check with your supervisor. 

Q & A 

Q: I've been asked to sit on the board of direc­
tors of a non-profit organization. Do) need 
my supervisor's approval to do this? 

A: No, but you should still make your supervisor 
aware of the situation. Also, you should excuse 
yourself from any discussions or votes on any 
matter involving Duke Energy, to avoid the appear­
ance of improper behavior or a conflict of interest. 

Q; I am considering 3 temporary second job for 
extra money during the holiday season. Is 
this okay? 

A: Yes, but remember your first responsibility is to our 
company. You must be able to fulfill all your 
responsibilities including overtime if that is a 
requirement. The job must not be with a competi­
tor or vendor/supplier. 

Q: An employee's spouse owns a company which 
would like to bid on a contract exceeding 
$1,000 annually. The employee discloses the 
ownership to their supervisor. Is this a con­
flict of interest? 

A: No. The employee was honest about their relation­
ship and removed themselves from the purchasing 
process. If the company owned by the employee's 
spouse is chosen as a vendor, the employee can­
not be involved in supen/isingthe work or process­
ing payments for the work. 

CODE OF BUSINESS ETHICS Conflicts of Interest page 13 
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Protecting and responsibly manag­

ing natural resources demonstrates 

stevjard'ihip and is critical io the 

Cfuality ol life in the communities 

'A'e serve, the environment and 

Dul<e Energy's long-term ijusiness 

success. The liealth and safety of 

co-workers, contractors, customers 

and communities is the responsibil­

ity oi all Duke Energy (employees. 

Duke Energy accepts responsibility in these areas by 
systematically managing risks, setting goals, measur­
ing and reporting performance, and conducting 
assessments to evaluate and improve; 

• Compliance with environmental, health and safe^ 
laws, regulations and other requirements such as 
permits. 

• Systematic implementation of Duke Energy envi­
ronmental, health and safely (EHS) policies and 
standards. 

Our Responsibilities 
Duke Energy employees are expected to abide by all 
company policies and proceduros in the areas of 
environment, health and safety. 

Duke Energy employees must; 

• Comply with all applicable environmental, health 
and safety laws, regulations and other require­
ments, such as those dealing with: 

- Employee and public safety and health 

- Contractor EHS management 

- Work conditions 
- Pollution control and management 

- Waste management 

- Infrastructure safety 
• Follow work instructions and procedures on envi­

ronmental health and safe^ laws, regulations and 
risk management, and apply training to protect 
others, the environment and yourself, 

• Promptly report all environmental, health and safe­
ty incidents, including signiiicant near misses. 

• Report to work fit to perform our duties and be free 
of the effects of alcohol or drugs at work. 

• Demonstrate a personal commitment to continuous 
safety improvement and look out for the safety of 
others. 

• Understand and incorporate our EHS responsibili­
ties into daily work activities. 

Employees must not: 

• Threaten or injure other people. 

• Handle a weapon in any manner while on Duke 
Energy premises or while engaged in Duke Energy 
business, unless authorized to do so. 

• Use, possess, sell or transfer illegal drugs, illegal 
narcotics or alcohol on the job. 

Q & A 

Q: How do I prepare for a v^orkplace 
emergency? 

A: A workplace emergency may be an injury accident, 
3 severe illness, a chemical spill, a fire, flood or 
storm, an assault or other incident. 

• Find out who to contact to get help in the event of 
an emergency. Emergency numbers should be 
posted at each telephone. Local personnel may be 
appointed and trained to respond to emergencies. 

• Know the address of your work location in case you 
have to call for emergency help. 

• Know the location of emergency equipment includ­
ing fire extinguishers, break-glass alarms, first aid 
kits, safety showers, eye wash stations, chemical 
spill control materials and other equipment. 

• Know the evacuation route from your work area. 
Be aware ot at least two exits and know where you 
are supposed to assemble with co-workers outside 
the building. 

page 14 CODE OF BUSINESS ETHICS E!V,;ironrt;en!, Health and Safety 
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Duke Energy seeks ur)d values 

diversity The dignity of each per­

son is respected, and everyone's 

contributions are recogrvied. 

We expect Duke Erioigy employees 

to act with mutual respect ar)d 

cooperation tovrard one anotlter 

We do not to/erale discrinmation 

in the workplace. 

We comply with laws concerning discrimination and 
equal opportunity that specifically prohibit discrimi­
nation on the basis of certain differences. We will 
recruit, select, train and compensate based on merit, 
experience and other work-related criteria. 

Our Responsibil i t ies 
Duke Energy employees are expected to treat 
others with respect on the job and comply with 
equal employment opportunity laws, including 
those related to discrimination and harassment. 

Duke Energy employees must not: 

• Use any differences protected by law as 3 factor in 
hiring, firing or promotion decisions. 

• Use any differences protected by law when deter­
mining terms or conditions of employment, such 
as work assignments, employee development 
opportunities, vacation or overtime, 

• Retaliate against a person who makes a complaint 
of discrimination in good faith: reports suspected 
unethical conduct, violations of laws, regulations, 
or company policies; or participates in an investi­
gation. 

Q: We posted a job for an entry level position 
expecting to hire a recent graduate and were 
surprised when several older workers 
applied, is it okay to hire a younger person, 
the way we planned? 

A; It is against the law \o discriminate on the basis of 
an individual's age. Interview all the qualified can­
didates, and hire the best person tor the job. 
regardless of their age. There must be a valid rea­
son, unrelated to age, for all employment deci­
sions. 

Q & A 

Q: What are the differences that are protected 
by law or Duke Energy policy? 

A: Differences protected by law or Duke Energy policy 
include: 

• Race 

• Gender 

• Religion 

• Color 
• National origin 
• Ethnicity 

• Citizenship 

•Age 

• Disability 

• Sexual orientation 

• Veteran status 

• Marital status 

CODE OF BUSINESS ETHICS Fair Competition: Complying with AnUtfust Laws page 15 
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Duke Energy succeeds in the 

marketplace hy offering competi­

tively priced, quality products 

and services. As a company, v̂ e 

sufjfjori lull ar)d lair rompetilian 

by complyir)g with antitiust lav^s 

prohiijiting activities that redu(.:e 

competition and rr^stricf trade. 

Our Responsibil i t ies 

All Ouke Energy employees must deal fairly with the 
company's customers, suppliers and competitors. 
Employees are expected to act with integrity by main­
taining Duke Energy's independent judgment in the 
pricing, marketing, purchasing and selling of all prod­
ucts and services. 

Duke Energy employees must; 

• Understand how fair competition laws apply to us 
and our business, and learn how to avoid engaging 
in potentially unlawful behavior. 

• Leave any meeting or informal gathering immedi­
ately and report any discussions with competitors 
that could be considered anb-competitive. 

Employees must not: 

• Improperly attempt to prevent an entity from 
competing with Duke Energy or from entering 
the markets in which Duke Energy participates, 

• Suggest to suppliers that our purchasing decisions 
depend on their use of Duke Energy's goods or 
services, or that failing to do business with a 
Duke Energy subsidiary or affiliate could jeopardize 
business with another Duke Energy entity. 

• Make inaccurate or misleading statements 
about competitors, suppliers, customers or 
their offerings. 

Q & A 

Q: What types of behavior could be considered 
anti-competitive and a violation of antitrust 
laws? 

A; The following behavior could be considered anti­
competitive and a violation of antitrust laws; 

• Discussions or agreements with a competitor 
regarding pricing, territories, market share or intent 
to bid (or not bid) for particular business. 

• Providing inconsistent information about a request 
for quotation/proposal to competing bidders. 

• Entering into an exclusive dealing arrangement or 
understanding in which you agree to work only 
with certain suppliers or distributors in a particular 
market where Duke Energy has market power, 

• Taking advantage of market power to eliminate or 
threaten a competitor or potential competitor in 
that or another market. 

• Suggesting that a product or commodity must 
be resold at or within a particular price or range 
of prices. 

• Participating in actions by any trade association or 
other industry group regarding membership restric­
tions, sharing information (including benchmark­
ing) or desired governmental actions. Participating 
in such actions could be anti-competitive and 
should be performed under the proper guidelines. 

page 16 CODE OF BUSINESS ETHICS Fair Compelition: Complying With Antitrust Uws 
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Fraud, or tfie potential of Iraud. 

compromises the inlegiity ol our 

financial reporting system and the 

safety of our assets, both physical 

and intellectual. 

Fraud is the act of intentionally misrepresenting or 
concealing facts that cause another party to act or 
not act in reliance on the misrepresentation or con­
cealment, fraud may be committed by one person or 
by two or more (collusion) and may be committed by 
internal and/or external parties (vendors, customers, 
elc). 

Our Responsibilit ies 
All employees must understand what constitutes 
fraud and refrain from engaging in fraudulent activity 
including collusive fraud which bypasses existing 
controls. Moreover employees are responsible for 
reporting all instances of potential fraud. 

Duke Energy employees must: 

• Understand what constitutes fraud and refrain 
from engaging in fraudulent activity. 

• Report all instances of potential fraud. 

Employees must not; 

• Engage in fraudulent achvity including collusive 
fraud which bypasses existing controls. 

Q & A 

Q: What are some examples of fraud? 

A: Some examples of fraud may Include; 

• Fraudulent financial reporting 
- Intentional reporting of false expense or 

revenue data which improperly states 
amounts reported on publicly filed financial 
statements. 

- Intentional misstatement of price data 
reported for price index purposes. 

- intentional misapplication of accounting 
principles relating to amounts, classifica­
tion, manner of presentation, or disclosure. 

- Intentional misstatement of accounting 
estimates and judgments. 

• Misappropriation of assets 

- Submitting an inaccurate expense report for 
persona! expenses. 

- Excessive personal use of company supplies 
or assets. 

- Fraudulent financial reporting (see above) for 
purposes of increasing personal gain through 
incentive measure calculations. 

- Improper time reporting with intent to 
defraud, 

• Corruption and other fraud related malfeasance 

- Overriding existing controls, rendering the 
controls ineffective. 

- Falsifying personal credentials. 

- Tampering with documents. 

Q: What are certain examples of fraud in the 
energy market? 

A: Market Manipulation: Any action, transaction, or 
conspiracy for the purpose of impairing, obstruct­
ing or defeating a well-functioning market, includ­
ing such actions as: 

• Wash trades; Any pair of offsetting trades entered 
into simultaneously or by pre-arrangement with 
the same counterparty, for the same product, 
involving no economic risk and no net change in 
beneficial ownership. 

• Collusion with another par^ to manipulate market 
prices, market conditions or market rules. 

• Earnings Manipulation: Transactions made in 
violation of accounting rules {GAAP In U.S.) in 
order to beneficially represent the firm's financial 
performance, usually through the artificial inflation 
of revenues or deflation of expenses. 

• False Reporting: Knowingly submitting false or 
misleading information, or omitting material 
information, to Index Price Publishers or governing 
regulators. 

CODE OF BUSINESS ETHICS Fraud page 17 
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Duke Energy is committed to 

maintainirjg a positive wor'k 

environment v/here all employees 

are treated with dignity and 

respect. Harassmer)! of any kind 

in the workplace is not tolerated. 

We respect the dignity oi every person and honor our 
differences. It is important that employees speak up 

if they witness harassment. Harassment generally 

means offensive conduct that is severe and perva­

sive and singles out an employee to the detriment or 

objection of that employee because of a difference 

protected by law or by Ouke Energy policy such as 

race, gender sexual orientation, religion, national 

origin, ethnicity, citizenship, age. marital status, 

disability or veteran status. Harassment covers a 

wide range of conduct, from direct requests of a sex­

ual nature to situations where offensive behavior 

(e.g.. insults, offensive jokes or slurs, offensive mate-

nai in the workplace) results in a hostile work envi­

ronment, 

Q & A 

Q; What is considered offensive material in the 

workplace? 

A: Possession of any text, communications, software, 

images, sounds, data or other information that 

facilitates improper conduct (such as involvement 

with illegal drugs, illegal materials or illegal 

weapons) or that is threatening, unlawful, abusive, 

harassing, defamatory, libelous, deceptive, fraudu­

lent or invasive of another's privacy, or that con­

tains explicit or graphic descriptions or accounts of 

sexual acts. 

Our Responsibilities 

Ouke Energy employees are expected to do their part 

to ensure a safe and secure workplace m which 

employees can perform their duties without fear of 

harassment. 

Duke Energy employees must: 

• Treat all people with respect. 

• Report all incidents of harassment. 

Employees must noh 

• Harass anyone. 

Reports of harassment will be i;}rompily and 

thoroughly investigated in a confidential manner. 

Duke Energy will take immediate and appropriate 

action if harassment is determined to have occurred. 

page 18 CODE OF BUSINESS ETHICS Harassment in Vne VJorUmce 

652 



Exhibit CSUM-5 

Duke Enr̂ rgy's information systems 

support internal and external 

business activities. Because 

these resources connrxl us with 

the outside world, there is a risk of 

attack or exploitation. Duke Energy 

is committed to protracting these 

resourcr^s from such intrusions. 

All Duke Energy employees are responsible for infor­
mation security We must be aware of information 
security processes and policies, and take steps to 
reduce the risk of security breaches. 

Our Responsibi l i t ies 

Duke Energy expects employees to manage and use 
information and information systems appropriately. 

Duke Energy employees must; 

• Follow all policies and procedures related to the 
protection of information and information 
resources, including network access and appropri­
ate use of the Internet and e-mail. 

• Report any unusual activities to a local Computer 
Incident Response Team representative as quickly 
as possible to facilitate a coordinated response. 

Employees must not; 

• Let personal use of information system technolo­
gies interfere with Duke Energy business activities 
or incur unnecessary cost, 

• Let business or non-business use of information 
and information resources violate Duke Energy 
policies Of legal requirements. 

Note that Duke Energy randomly monitors information 
technologies it provides, including the Internet and e-
mail, for misuse or abuse, except where prohibited by 
law. 

CODE OF BUSINESS ETHICS Informafion and Inforination RESofjrces page 19 
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Duke Energy's success in the 

marketplace requires thai v̂ e 

maintai!) the trust and confidence 

of the investmerit community. 

Duke Energy employees n)ust 

act v/ith integnty when trading 

public secuhties, adhenng lo all 

a[)plicable /avv.s. 

Insider trading may occur when you: 

• Know materia! non-public information about 
Duke Energy or any company with whom 
Duke Energy has a business relationship, and 

• Buy, sell, short-sell or otherwise trade a compa­
ny's securities, such as stocks, bonds or options 
while in possession of that information or tell oth­
ers about it before it is made public, 

"Material non-public information" is information that 
would affect a reasonable investor's decision on 
whether or not to invest in a company's securities. 

Examples include, but are not limited tO: 

• Plans to issue securities 

• Sharp changes in earnings patterns 

• Changes in dividend rates 

• Changes in key management personnel 

• Mergers and acquisitions 

• ImQortsnt regrilatofy actions affecting ihe company. 

Circumstances suggesting the possibility of insider 
trading may result in an investigation by a stock 
exchange or by governmental authorities. Such an 
investigation could damage Duke Energy's brand 
and reputation and result in liabilities or penalties, 
including criminal charges and/or fines against the 
employee. 

Our Responsibil i t ies 

Duke Energy employees are expected to be very care­
ful when trading securities, even the Duke Energy 
securities in our retirement accounts, to make sure 
that trades are not made while in possession of 
material non-public information, 

Duke Energy employees must not: 

• Trade the securities of Ouke Energy while in 
possession of material non-public information 
about Duke Energy or any affiliate or subsidiary. 

• Jrade the securities oi Duke Energy or those of its 
suppliers, customers or other companies with 
whom Duke Energy has a business relationship 
while in possession of material non-public infor­
mation relating to them. 

• Trade the securities of Duke Energy (or of an 
applicable outside company) until the third busi­
ness day after any materia! non-public information 
of which we are aware has been made available to 
the public. This Includes transfers into and out of 
the Duke Energy stock fund in our savings plans, 
and changes In patterns Involving purehases of 
Duke Energy securities within the plans. (Regulariy 
scheduled monthly purchases of Duke Energy 
securities within plans are not prohibited.) 

* Give material non-public Information to anyone not 
authorized to have that information, including 
other Duke Energy employees. If that information is 
subsequentiy used by the person to trade on secu­
rities, it is considered illegal lipping" and is a vio­
lation of insider trading laws. 

Even a casual remark to a friend or family member 
may find its way to a broker and eventually to the 
entire hnancial community, thereby requiring the 
company to make a premature or unplanned public 
announcement. 

Q & A 

Q: I am a financial professional and often talk 
about business with my spouse. That's not a 
problem, is it? i only occasionally reveal non­
public information and my spouse knows not 
to tell anyone else. 

A: This is a problem that could be costly for both you 
and the company. If your spouse were ever to use 
material non-public information given by you to 
buy or sell securities, both of you could be prose­
cuted for illegal insider trading. You should not give 
any non-public information to your spouse or to 
others. 

page 20 CODE OF BUSirJESS ETHICS Insider Tracing 
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Duke Energy maintains the 

highest standards of integrity 

vA]en conducling businr-}ss in the 

United States and abroad. We 

build relationship'.^ based CM) trust 

and respect with our customers, 

suppliers and community 

stakeholders. 

Duke Energy's success in global business transac­

tions depends on our compliance with country-spe­

cific constraints and conditions, and sensitivity to 

local customs. The laws, regulations and conventions 

governing our international business relationships 

vary from country to country. It is Duke Energy's poli­

cy to comply not only with the letter ot these laws but 

also with their spirit. Duke Energy is also responsible 

for following certain U.S. laws when doing business 

outside of the United States. Since violations can 

result in substantial fines, imprisonment and severe 

restrictions on the company's ability to do business, 

it IS essential that Duke Energy employees follow 

them. If local law conflicts with applicable U.S. law, 

Of if in doubt for any reason, ask for guidance before 

taking any action. 

Our Responsibilities 

Duke Energy employees who conduct business 

outside of tlie United States are expected to be famil­

iar with the laws and regulations of each country tn 

which they conduct business, as well as the following 

laws and regulations; 

• The anti-bribery provisions of the Foreign Corrupt 

Practices Act (FCPA) and the anti-bribery legisla­

tion of the Organization for Economic Cooperation 

and Development (OECD) Convention 

• U.S. anti-boycott laws 

• U.S. Treasury embargo sanctions 

• U.S. export control restrictions. 

Duke Energy employees must: 

• Report any FCPA and OECD Convention concerns. 

• Seek advice in advance from legal counsel regard­

ing whether a payment is legal and legitimate. 

• Record all payments and transactions accurately 

and fairiy. 

• Report ail requests for boycott support or boycott-

related information. 

• Obtain technical and legal guidance about export 

control restrictions when exporting sensitive goods 

or technology. 

• Seek advice regarding any sensitive political issues 

in countries where Duke Energy is doing or consid­

ering doing business. 

• Get the training needed to understand laws and 

regulations governing international transactions. 

Employees must not: 

• Make payments or give business courtesies direct­

ly Of indirectly (such as payments to agents, sales 

representatives or other third parties) if there is 

reason to believe they will be used Illegally. This 

includes corporate and personal funds. 

Violate anti-boycott laws, governmental embargoes 

or export control restrictions or prohibitions. 

Related Information 

The following are summaries of the key U.S. laws and 

regulations governing international business. Because 

most are based on U.S. foreign policy and national 

security goals, they are subject to change. It is your 

responsibility to stay updated on changes in these 

laws. 

FCPA arMi the OECD Convention Legislation 

The FCPA and OECD Convention legislation make it a 

crime to promise, offer or give anything of value to a 

government official or a political party or candidate in 

order to obtain or retain business or gain any improp­

er advantage. The FCPA covers all countries in which 

Duke Energy currently has operations, and the laws 

implementing the OECD Convention have been rati­

fied by many of those countries. 

Anti-boycott Laws 

Anti-boycott laws make it illegal to cooperate in any 

boycotts between foreign countries if the boycotts are 

not sanctioned by U.S. law. 

Treasury Embargo Sanctions 

The Treasury Department's Office of Foreign Assets 

Control prohibits U.S. companies and their foreign 

subsidiaries from doing business with certain coun­

tries, agencies and individuals. Regulations vary 

depending on the country and the type of transaction. 

Export Control Restrictions 

To prevent sensitive goods, technolo© and software 

from falling into the wrong hands, exports of items 

sensitive to certain countries and individuals may 

be restricted or prohibited. These restrictions and 

prohibitions may also apply to transfers between 

Duke Energy and its foreign subsidiaries. 

V . 

CODE OF BUSif'lESS ETHICS Internationa! Ethics and Compliance page 21 
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Duke Energy and its Imsiness units 

are subject to various externa! 

laws, rules and regulations. 

Violations of these rules expose Duke Energy and its 

employees to potential monetary penalties, loss of the 

ability to execute in the marketplace, reputational 

damage, loss ol shareholder value, and civil and 

criminal charges. 

Our Responsibilities 

Duke Energy employees are required to comply with 

the letter and intent of all applicable laws, rules and 

regulations, and to act with integrity and in a princi­

pled and ethical manner. 

Duke Energy employees must: 

• Be aware of the laws, rules and regulations that 

affect your daily job responsibilities and under­

stand how they apply to your work. 

' Receive training on applicable laws, rules and reg­

ulations. 

' Ask questions and gam clarification on the impact 

of applicable rules prior to acting. 

• Communicate any ethics and compliance concerns 

to your supervisor or their manager your human 

resources representative, or the ethics and compli­

ance office. If you desire anonymity, contact the 

EthicsLine at 1-800-525^3783 or 

www.dukeenergy-ethicsline.com. 

Additional leadership responsibilities; 

• Research questions and Issues on applicable laws 

and regulations and provide guidance to employ­

ees. 

• Educate employees on the meaning of the applica­

ble laws and regulations and their effect on work 

activities. 

• Monitor work activities for on-going compliance. 

• Report any potential acts of non-compliance. 

• Review the organization's compliance risk and the 

effectiveness of proceduros In place to mitigate 

that risk, 

• Provide the proper incentives to ensure on-going 

compliance. 

page 22 CODE OF BUSINESS ETHICS laws, Rules and Regulations 
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Duke Energy employs professionals 

who are trained and qualified to 

release information to the public. 

Unauthorized and inappropriate releases of Informa­

lion to the public can result in violation of SEC full 

disclosure laws, stakeholder confusion, and damage 

to Ouke Energy's competitive position, brand, and 

reputation. Only trained and authorized corporate or 

business unit spokespersons should provide Informa­

tion to the media about Duke Energy. 

There are also very specific rules regarding the 

reporting of information to government agencies or 

elected officials. Only trained and qualified profes­

sionals should handle requests for information from 

public agencies or individuals. However, all employ­

ees are expected to cooperate fully and truthfully with 

regulatory and governmental investigations and pro­

ceedings, and not obstruct other employees from 

doing so: 

Additionally, employees planning to provide informa­

tion about Duke Energy to public audiences through 

speeches, presentations, interviews, panel discus­

sions, articles, papers, surveys and the like should 

obtain prior management approval and notify com­

munications staff. 

Our Responsibilities 

Duke Energy employees must; 

• Forward requests for information to the appropriate 

department below, if communicating outside of 

Duke Energy Is not part of your assigned responsi­

bilities: 

• Inform your supervisor immediately about any 

request from a government agency or individual 

that Is outside the scope of your routine job 

responsibilities. 

• Report any violations of law of this Code that may 

warrant disclosure to appropnate government 

authorities. 

• If your personal cooperation has been requested 

(such as by subpoena), cooperate fully and truth­

fully with regulatoiy and governmental investiga­

tions. Failure to cooperate will result In corrective 

action up to and including employment termina­

tion. 

Duke Energy employees planning to provide informa­

tion about Duke Energy to public audiences througli 

speeches, presentations, interviews, panel discus­

sions, articles, papers, surveys and the like must: 

• Get management approval before proceeding with 

public communications. 

• Provide adequate advance notice to the appropri­

ate communications staff, who will advise on the 

opportunity. Included are situations where employ­

ees are speaking on behalf of an industry task-

force or committee. 

• Refrain from offering opinions or answering ques­

tions beyond your area of expertise. 

Source 

Financial community 

News or trade media 

Regulatory agencies 

Elected officials 

Person seeking information 
about a current or former 
Duke Energy employee 

Refer to 

investor Relations 

Corporate 
CommunicattQns 

Legal Department 

Governmental Affairs 

Human Resouroes 

CODE OF BUSINESS ETHICS frfedia 3nc Public Releases of Infoimation page 23 
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Duke Energy strongly supports 

individual particii:}ation in the 

po/ltical process in our communi­

ties, including involvement with 

political ijarties, candidates or 

Issues, and participation by eligitjle 

employees in Duke Energy's politi­

cal action cornnvttee. DUKEPAC. 

Such activities demonstrate stew­

ardship, by snowing lf)at we care 

about the communities in which 

v/e live and v^ork. 

However, because laws and regulations governing 

political activities and contribulions are complex and 

diverse, employees must not undertake such activi­

ties on behalf of Duke Energy or on company time 

without the pnor approval of Duke Energy's govern­

mental affairs department. 

Duke Energy provides information on its political 

activities and shares its viewpoint with employees, 

customers and the general public. Vi/e respect any­

one's right to disagree with the official company posi­

tions regarding political preferences. 

Our Responsibilities 

Duke Energy employees are expected to follow these 

guidelines to avoid violating laws and regulations 

concerning political activities and contributions. 

Duke Energy employees must; 

• Make clear that political statements you make are 

your individual, personal views and not those of 

Duke Energy. 

• Get approval from governmental affairs before 

performing political activities on company time or 

using company resources, including photocopy 

machines, computers, telephones and other forms 

of company property. 

• Notify your supervisor when making plans to 

campaign for or serve in public office, 

• Avoid confiicts of interest when serving in public 

office by excusing yourself from any political mat­

ters involving Duke Energy. 

page 24 CODE OF BUSINESS ETHICS Political Process 
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Duke Energy creates, delivers 

and exchanges Informalion in 

many ways, We must demonstrate 

accountability by handling records 

properly 

Employees manage a variety of business records in 
many forms, including but not limited to: 

• Recorded conversations 

• Presentations 

• Audio conferences 

• E-mails 

• Paper documents 

" Engineering drawings 

• Videos 

• Databases 

• Instant Messaging 

Information integnty, information privacy, information 
standard setting and information security issues 
require on-going attention. 

Duke Energy ̂ s records must be retained and dis­
posed of in accordance with Duke Energy Records 
Retention Rules, which include applicable laws and 
regulations, 

Duke Energy's integrity can be seriously questioned if 
records are not managed appropriately, retained for 
the appropriate length of time or are not disposed of 
properly. Failure to appropriately manage records 
places us at risk for possible penalties, fines and 
other sanctions. It could also put the company at a 
serious disadvantage in any litigation. 

Our Responsibi l i t ies 

Duke Energy employees must: 

• Manage our business records in accordance with 
the Record Management Policy and Standard, 
regardless of medium or characteristics. 

Employees must not: 

• Knowingly destroy, alter or falsify records in order 
to impede any pending or potential internaL civil, 
or governmental Investigation or proceeding. 

Q & A 
Q: What is the definition of a "record"? 

A; A record is recorded information created or 
received, regardless of medium or characteristics 
that is evidence of the company's operations, and 
has value requiring its retention for a specific peri­
od of time. 

V . , . 

V. 
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Duke Erieigy achieves its 

r:ommercial objectives t)y 

executing transactions in lf)e 

energy commodity markets of the 

United States and internationally. 

Participation in these markets 

exposes Duke Energy 

to credit and market risk. 

Duke Energy has established risk management 

policies and procedures to guide its personnel in miti­

gating the potential negative financial impacts posed 

by these risks and to build a portfolio of positions 

that collectively meet Ouke Energy's desired risk 

reward profile. By following these policies and proce­

dures, Duke Energy personnel assure its sharehold­

ers, counterparties, rating agencies and regulators 

that transactions are being executed consistently to 

meet Ouke Energy's risk tolofance. 

Our Responsibilities 

Duke Energy employees who execute, and who 

support the execution of. Duke Energy's commercial 

activities are expected to follow established risk 

management processes, policies and procedures. 

Business unit personnel with authority to execute 

Duke Energy's commercial activities are responsible 

for developing and executing business plans that are 

consistent with corporate strategies and risk toler­

ances and that comply with established policies, pro­

cedures and limits. 

Business unit personnel are also responsible 

for developing procedures and processes designed 

to govern commodity risk management activity in 

compliance with the requirements established in 

Duke Energy's various Risk Management policies, 

and train their applicable personnel on these proce­

dures. 

Duke Energy's corporate risk management group is 

responsible for assessing the adequacy of the com­

pany's risk management controls, approving and 

maintaining business unit-specific risk practices, and 

providing independent identification, oversight and 

management of market risks. 

Duke Energy employees must; 

• Only execute transactions in authorized commodi­

ties, using approved instruments, and following 

the applicable procedures for maintaining compli­

ance with the specific risk limits and hedge guide­

lines. 

Duke Energy employees must not: 

• Cause Duke Energy (or its affiliates) to enter into, 

or direct others to cause Duke Energy (or its affili­

ates) to enter into, energy commodity contracts for 

account of themselves, members of their families, 

friends, or persons or entities with whom they 

have a personal business interest. 

• Knowingly, willfully or intentionally, disclose to any 

person not employed by the company any confi­

dential business strategy or position, except when 

compelled by an outside government or oversight 

body, or with approval from Senior Management. 

page 26 CODE OF BUSINESS ETHICS Risk .Management 
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Duke Energy invests in a n d uses 

cer ta in assets to advance its 

business strategy a n d objr 'ct ives. 

These assets inc lude, but are no l 

l i nu led to books, off ice supplirjs. 

fax mach ines, con iputers . phones 

a n d Vvfork t ime. 

Limited persona! use of these assets on company 
time is allowed. However, because excessive personal 
use can be costly and impact profitability, employees 
are expected to use good judgment 

The personal use of equipment, tools and machineiy 
is not allowed, except where specific business unit 
procedures allow for such use. 

Our Responsibilities 
Duke Energy employees are expected to use 
Ouke Energy assets and resources responsibly and 
for legitimate busifiess purposes. 

Dtike Energy employees must: 

• Talk to a supervisor when it is unclear if the use of 
a company asset in a given situation is appropri­
ate. 

Employees must not; 

• Reproduce protected materials for personal use. 
• Make personal use of any Duke Energy asset 

(including computers and other office resources, 
equipment, tools and machinery} that creates any 
additional costs for Duke Energy, interferes with 
work duties or violates any company policies. 

• Allow company proper^ lo be used for illegal 
activities. 

• Use company property or information for personal 
gain. 

CODE OF BUSINESS ETHICS Safeguarding Conjpany Resomces page 27 
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k i part ot OuKe Er\ergy's commitment to conducting its business ethicailV: we have created tbe Ethics and 
Compliance Program to help employees follow this Code oi Business Ethics and to meet legal or reguiatory 
requirements related to company business. 

• The Audit Committee ot the board of directors exercises reasonable oversi^t with respect to the implemen­
tation and eifectiveness ot the program. 

• The management ot the company promotes an organizational culture that encourages eth'ical conduct and a 
commitmenl to compliance with all applicahle laws, rules and regulations. 

• The Chief Ethics and Compliance Otiicer has overall responsibility tor \\\t program's effectiveness. 

page 2B CODE OF gUSmeSS E T H I C S eiVilcs arsl Com^iiance Ptogram ResponsibiliVies 

662 



Exhibit CSUM-5 

^ D u k e 
r^Energy^ 

I .. Kf/ i= - ;:i ; t} .̂  3 f 8 y 

g y - fi t iu € s i ! ii s , e 0 m 



Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGY OHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
SECURITES & FINANCIAL REPORTING LEGAL DEPARTMENT 

SFR Reference: Chapter II(P)(9)(e)(ii) 

I. Pohcy and Goal Setting 

The Securities & Financial Reporting Legal Department does not set Company 
policy for Duke Energy per se, but supports the corporate policies found in the 
Working Environment Policy Manual. However, it does serve in an advisory 
capacity to management on pre- and post-policy establishment, interpretation and 
administration- In addition, the department irequently reviews policies for 
compliance with state and federal law and exchange regulations. Company policies 
are communicated to employees in both written and oral fashion and at departmental 
staff meetings. 

Individual and team goals are developed each year for each attomey, through a 
process which identifies key targets and success factors, weighs them and combines 
them with desired behavioral and corporate fmancial 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 Vice President Legal, 
Securities & Financial Reporting in conjunction v^th directives from the Group 
Executive and Chief Legal Officer. 

II. Strategic Planning 

The executive management of the Company has the primary responsibility for 
establishing the Company's strategic plan. The department's primary function mth 
regard to the strategic plan is to advise management with respect to compliance with 
state and federal law and exchange regulations and otherwise to provide material 
legal assistance in achieving the strategic plan. In addition, goals and programs are 
established within the department to support the Company's strategic plan. 
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III. Organizational Structure 

The Vice President Legal, Securities & Financial Reporting, who also holds the title 
of Assistant Corporate Secretary, reports directly to the Group Executive and Chief 
Legal Officer. The department is part of a centralized Legal Department, with 
approximately [60] attomeys providing a range of legal services across the 
Company. Timekeeping requirements have been implemented in order to accurately 
allocate time and costs. 

An organizational chart is attached as Exhibit SEC-1. 

IV. Responsibilities 

The Securities & Financial Reporting Legal Department serves as counsel and 
provides legal services for the Boards of Directors, officers and employees when 
they are acting on behalf of the Company during the course of their performance of 
job-related duties. Such services include, but are not limited to: 

• Advice on and compliance v^th the federal securities laws 
• Advice and assistance with periodic and current reports, proxy statements, 

information statements, and other SEC filings 
• Support with respect to meetings of shareholders 
• Advise and support with respect to the responsibilities of the Board of 

Directors 
• Advice on and compliance v^th the Sarbanes-Oxley Act of 2002 
• Advice on and compliance with the New York Stock Exchange 

regulations 
• Assistance in financing transactions, including sales of registered and 

unregistered securities, bank borrowings, issuances of guarantees, lease 
transactions and other financing transactions 

• Assistance in compliance and ethics matters, including investigations of 
potential improprieties 

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

V. Practices and Procedures 

2 -
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Departmental personnel maintain close working relationships with Treasury, 
Controller, Corporate Secretary, Investor Relations, Corporate Communications, 
executive management, and others wdth which they work. 

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 semmars and workshops 
conducted by nationally recognized and accredited organizations and associations. 
Continuing Legal Education (CLE) requirements are closely monitored, and all 
attomeys are expected to fulfill all requirements each year. In addition, access to 
computerized research databases, such as Lexis, contribute to the productivity ofthe 
attomeys in the department. 

Outside counsel is carefully selected based upon, among other factors, need, 
expertise, reputation and cost. They are required to provide billing details for 
scrutiny and are evaluated periodically for performance and cost. All outside 
counsel invoices are reviewed by the Department for accuracy and to validate the 
level, quality and efficiency ofthe work being performed. 

VI. Decision Making and Control 

The responsibilities for decision making rest wdth the organizational level that has: 
• The information to effectively implement the decision; 
• The necessary facts to apply sound judgment based on Company policies, 

procedures, and directives; and 
• The authority to take effective action. 

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

VII. Intemal and Extemal Communication 

The department maintains open channels of communication for exchange of 
information and ideas through several media, such as in-person meetings and 
distribution of bullets. Communications and legal opinion may be communicated 
orally or in writing, depending on the particular situation. 

3 -
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VIII. Goal Attainment and Oualification 

Due to the individualized and independent nature of the attorneys' work, readily 
quantifiable means of measuring performance are difficult to constmct. The 
effectiveness of the attomeys is reflected in the successful conclusion of a 
transaction and in the positive feedback from Company departments and outside 
firms with whom they work. 

All attomeys and all support staff are given performance reviews each year, which 
indicate individual achievements of the past year and set goals for the following 
year. 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, to provide the highest quality legal counsel 
and services to the Company. 

4 -

666 



Exhibit SEC - 1 

Legal - Securities and Finance Reporting 

j^Vlce Presldertt 
4115f-Cprfiol'at^ Fir^ance& 

Secunti&s Repoitmg 
(2) 

Legal Secretary Associate General Counsel 
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Schedule S-4.2 

DUKE ENERGY 
DUKE ENERGYOHIO 

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION 
INFORMATION TECHNOLOGY DEPARTMENT 

SFR Reference: Chapter II (B)(9)(e)(iii,iv) 

I. Policv and Goal Setting 

The purpose ofthe Duke Energy IT Department is to manage the optimum delivery 
of IT services so as to be transparent, scalable and cost effective while developing 
IT leadership capabilities. The department partners with the business to help 
achieve business and financial objectives. 

The IT goals are set annually by the Senior Vice President and Chief Information 
Officer (CIO). These goals are created in support ofthe Group Executive and Chief 
Administrative Officer's (CAO) area goals, of which IT is an integral part, as well 
as the overall corporate goals. Long-term goals include: 

• Eliminate Environmental Health and Safety (EH&S) exposures 
• Achieve IT integration targets and help the business achieve integration 

objectives 
• Ensure controls are in place 
• Optimize service levels and costs 
• Develop talent 
• Source properly 
• Build capacity to scale 

Specific incentive goals vary year to year but are always designed to support 
corporate and business unit objectives. CIO Staff areas (divisions) will sometimes 
establish goals unique for their areas. Individual incentive plans comprise some 
combination of corporate, department and division goals, 

Enterprise policy is established by the Senior Vice President and Chief Information 
Officer (CIO) and approved by the IT Govemance Committee. Policies are created 
to manage risks in certain areas. Formal policies exist for IT Asset Management 
which addresses access, use and processing of Company information; Software 
License Management which addresses the acquisition, use and record keeping 
related to licensed software; Technology Change Control which establishes controls 
for making changes to the information technology environment; IT Security which 
governs the protection of information assets and ensures the confidentiality, integrity 
and availability of Company information; and SCADA Cyber Security which 
governs specifically the protection of information, applications and systems used to 
operate, control or monitor physical assets. These IT-specific policies are an integral 
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part of Duke Energy corporate policies. These policies are attached as the 
following exhibits: Exhibit IT-1 IT Asset Management policy. Exhibit IT-2 
Software License Management, Exhibit IT-3 Technology Change Control, Exhibit 
IT-4 IT Security, and Exhibit IT-5 SCADA Cyber Security. 

II, Strategic Planning 

IT conducts planning on several levels. Business planning is a continuous process 
that is triggered by corporate objectives, reorganizations, or the annual financial 
planning process. This multi-year plan includes IT strategy, IT govemance, our 
enterprise technology architecture, our approach to sourcing, top projects and key 
performance indicators and measures. It is compiled with input from various other 
IT divisions and is reviewed by the IT Govemance Committee for business 
alignment. 

Financial plarming is conducted on an annual cycle as directed by Corporate 
Finance. A department budget is compiled with input from all levels of management 
within IT. Teams develop individual budgets by working with the business areas 
they support to quantify the need for projects and services in the upcoming fiscal 
year. These team budgets are then rolled up to a department budget which aligns 
with business objectives. 

Technology planning is conducted on a continual basis. This process includes 
research driven by business need and emerging technology trends. Resulting plans 
in the form of technology-specific strategies, architecture and security standards are 
then reviewed and approved by the Senior Vice President and CIO. 

III. Organizational Stmcture 

IT for Duke Energy domestic operations is a centralized department headed by the 
Senior Vice President and Chief Information Officer. The Senior Vice President and 
CIO reports to the Group Executive and Chief Administrative Officer who in turn 
reports to the President and Chief Executive Officer. All IT services for Duke 
Energy US operations are provided through this organization. 

The divisions ofthe department include: 
Security and Compliance 
Architecture and Standards 
Portfolio and Resource Management 
Transition Services 
Operations and Infrastmcture 
Operations Applications 
Business Applications 
Enterprise Asset Management 
Financial Applications Integration 

The organization stmcture for information technology is attached as exhibit IT-6 
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IV. Responsibilities 

Information Technology enables business processes to safely meet operational 
requirements, comply with regulatory requirements, create new capabilities, enhance 
operational efficiency, and optimize business operating costs. The IT organization of 
Duke Energy implement and manage information technology-based solutions which 
automate traditional back office processes, perform operational functions, enable 
new ways of doing business by making new or transformed processes possible, 
enable voice and data communications, provide individual productivity tools and 
provide electronic access to information. IT groups design, develop and support 
numerous applications and data management systems. Examples of these include 
Duke Energy Ohio's Customer Management System (CMS), Energy Data 
Management (EDM), and the enterprise Financial Management Information System 
(FMIS). 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 managed help desks. 

V. Practices and Procedures 

Practices and procedures are established by the Senior Vice President and CIO. 
Our operating model is based on a comprehensive Solution Delivery Life Cycle 
(SDLC). It is supported by fime reporting and project management processes. 
Figure 1 illustrates these processes, related deliverables and applicable standards. 
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Figure 1 - SDLC and Project Management Processes 
Financial reviews and status reviews of projects are performed according to the 
flow depicted in figure 2. Project work enters the business case approval process 
if they are related to merger integration, have cross-organizafional impact, or other 
projects at the direction of the CIO Staff based on cost, risk, visibility or work 
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effort. Authority to approve a business case follows corporate Delegation of 
Authority guidelines. Additionally, all project and scheduled work is tracked and 
managed according to the time reporting process. 

Criteria f o r Projects in Scope o f PIVIO: 
'All Integration projects 
•Projects having cross organizational impact. 
fE.g, Ops impacts Apps, etc. Uss impact > eo 
hours as guideline) 
•Other projects al direction of CIO staff based on 
risk, work effort, visibility 

^Factors considered: 
•Funding 
'Schedule 
•Resources 
•Business Alignment 
•Sponsorship 
•Risk 
•Architecture 
•Dependencies 
•Alternatives 
•Sourcing 
-Etc. 

PMO- Program Management Office 

Figure 2 - PMO Business Case & Project Process Flow 

All changes to the IT production environment, including changes resulting from 
SDLC category work but also from incident and service requests, are controlled 
through common asset management, configuration management, problem 
management and change management processes. A configuration management 
database maintains the configurafion of all IT assets and is central to these 
processes. Incidents reflect problems in the production environment and usually 
originate from the Help Desk. Service requests and SDLC work initiate change 
requests as the entry point to these processes. Other scheduled IT work also uses the 
same processes, work management and change control systems to comply with 
change management and SOX processes. Figure 3 shows the dependencies across 
the processes described in this secfion. 
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Figure 3 - Process Inter-dependencies 

VI. Decision-Making and Control 

An IT govemance model formally assigns decision rights to two standing 
committees supported by various working groups. The IT Govemance Committee 
provides general oversight of the IT fimction. This group, chaired by the CIO, is 
comprised of selected business executives from key areas of the Company. 
Membership varies over time but the mission of this committee is to oversee 
compliance matters, approve IT policy and assure IT alignment with business 
strategy and objectives. It meets on a quarterly basis. The IT Govemance Working 
Team includes the CIO and members of the CIO Staff with a focus on strategy, 
standards, compliance and oversight. It sets compliance direction and approves 
standards. It meets on a monthly basis. 

The CIO Staff manages the IT fianction and is accountable for oversight. Budget 
responsibility exists at this level and the Staff is accountable for day to day 
operations, including staffing and sourcing. It meets on a weekly basis. The IT 
Project Management Office (PMO), reviews business cases, coordinates architecture 
and sourcing reviews, conducts project reviews, and consolidates dependencies. It 
schedules and conducts meetings on a frequent basis in the discharge of these duties. 
The IT Architecture and IT Security Working Teams originate and recommend 
architecture and standards to the IT Govemance Working Team or CIO Staff as 
appropriate. These teams are led by individuals in the Architecture & Standards and 
the Security & Compliance Divisions respectively, vAih membership consisting of 
appropriate representation from various IT Divisions. They meet depending on need. 
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