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DUKE ENERGY
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SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

I1.

1.

Iv.

CHIEF TECHNOLOGY OFFICER
SFR Reference: Chapter 11 {B)(9)(b){(1v)

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
serviee, strengthen reliability, and provide improved services. The key functions 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.

Strategic Planning

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

QOrganizational Strucfure

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

The Organization chart of the Chief Technology Officer is attached as Exhibit CTO-1,

Responsibilities

The group monitors, assesses, develops business cases, and initiates projects for
technology transfer in three broad categories: sustaining technologies, or those that
enable existing operations; strategic technologies, or those that enable achievement of the
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.

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.

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 of the Vice President.

Internal and External Communication

Internal communication results from 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. External communications include various publications,
conferences, industry forums, meetings and conversations with technology development
centers, and personal communications.

Goal Attainment and Qualification

Performance of the group is measured against specific objectives that are established
annuaily and reviewed at least quarterly. Objectives include both qualitative and
quantitative metrics demonstrating progress towards longer-term group and corporate
objectives,

Page 2 of 47
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SUMMARY OF MANAGEMENT POLICIES, PRACTICES, AND ORGANIZATION

1L

IIL.

ENVIRONMENTAL, HEALTH AND SAFETY POLICY DEPARTMENT

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

Policy 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:
o Identify and analyze key environmental issues that affect the
Company’s value and liability;
e Reduce cost and corporate risk related to adverse environmental
policies and identify preferred alternative approaches;
e 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
construction; 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.

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.

Operational Structure -

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 Alternative
Energy, Director of EH&S National Stewardship Strategy, Director of EH&S

-1-
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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.

Responsibilities

EHSP, under the general direction of the 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 number of specific
ateas. Climate Policy and Economic Development is responsible for proactively
developing policy on climate change, working with various internal and external
stakeholders. Overall responsibility for quantifying financial and economic
impacts of climate change public policy also lies with this function. Alternative
Energy and Efficiency is responsible for coordinating development of corporate
policies on rencwable 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 internally.
Environmental Policy and Strategy Analysis provides technical analysis and
support data to help ensure the impacts of public policy proposals are properly
quantified. .

Practices and Procedures

As a matter of daily business, the department is eontinuously 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 activifies.
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-Decision Making and Conirol

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.

Internal and External Communication

The department holds regular staff meetings, usually on a weekly basis, under 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 forum to discuss problems, suggestions and
concerns of the staff.

Daily interaction is maintained between the Vice President and the staff.
Frequent formal and informal lines of communication are also maintained with
other departments within 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 necded 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.

External communications focus on federal Administration officials and their
respective staffs, various trade associations of which the Company is a member,
national envirommental 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 partics and organizations,
environmental scientists, other utilities, technology vendors, ctc.
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Goal Attainment and Qualification

Staff performance is measured on an individual basis through annual performance
reviews. Much of the department’s mission is subjective and difficult to measure
in absolute numbers, therefore employee goals tend to emphasize completion of
tasks at various levels as well as attainment of key strategic objectives. The
department also obtains feedback from internal customers about their satisfaction
with any assistance the department provided on projects or activities.

b12
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ENERGY EFFICIENCY
SFR Reference: Chapter 1I (B)(9)(a)(iv,v,ix), Chapter II (B)}(9)(d)(iii)

Policy 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,.

Strategic Planning

Planning for the department is the responsibility of the 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.

Organizational Structure

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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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 of the most important functions of the 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.

Practices and Procedures

The Energy Efficiency Department 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.

Decision Making and Control

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

Internal and External Communication

A large part of infernal 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 Market Analysis, Budgets and Forecasts, Corporate
Development and Corporate Communications. External communication includes
those planned customer communications such as bill inserts, letters, websites,
invitations to workshops, etc. These are planned by Energy Efficiency and
executed through Corporate Communications. Other external communications by
this group include publications, conferences, personal communication and
industry forums.

Goal Attainment and Qualification

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.
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SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

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

Policy 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 opportunities, 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 cotporate strategy,
coordinating business planning, 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 planning, load
forecasting, environmental compliance planning 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 consulfation 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 of the Corporate Strategy and Policy Group.

Strategic Planning

Planning for the department is the responsibility of the 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.

Organizational Structure

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

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 opportunities. 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

Practices and Procedures

The Strategy and Planning 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 of the company’s point of view regarding these issues. Strategy and
Planning facilitates the development of the company’s strategy and communicates
it to employees and other stakeholders through image maps and other regularly
held information sessions.

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.

Internal and External Communication

A large part of infernal communication results from daily informal interaction
among department personnel. This is angmented 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.
External communication includes publications, conferences, personal
communication and industry forums.
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VIII. Goal Attainment and Qualification

Performance of the group is usually measured by feedback from 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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SUSTAINABILITY AND COMMUNITY AFFAIRS DEPARTMENT
SFR Reference: Chapter 11 (B)}(9)(a)(i,ix,x),Chapter II (B)(9)(d)(v)

Policy and Goal Setfing

The Sustainability and Community Affairs (S&CA) 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 of the 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 internal depariments to
develop sustainability goals and objectives for the corporation that are fo 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 future 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 Trustees.

Strategic Planning

Strategic planning in the department begins with a review and understanding 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 benchmarkmg information. Additionally, external sources 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 décide
what items require attention and the timeframe under with the issue is to be

addressed. Where appropriate, outside consultants assist in the development of

plans and programs.
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Operational Structure

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.

Responsibilities

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

+ Sustainability;

o Issues Management; and

e 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
environmental, social and economic issues facing the company. It is also
responsible for tracking progress on these goals, communicating this progress
internally and externally, conducting sustainability research, leading sustainability

related projects and interfacing with the socially responsible investment’

community and other key non-governmental organizations.

The goal of the 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 infernal issues and relationship-

management process.

The Corporate Community 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. | ' S : '

Practices and Procedures

As a matter of daily business, the department is continuously analyzing external

and internal developments for their potential impacts on sustainability, issues
management and community affairs. Department personnel maintain close

-2-
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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 internal 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 function.

Decision Making and Control

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

practices.

Internal and External Communication

The S&CA department produces a variety of internal 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 internal newsletter that is e-

mailed to employees. Atticles 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 sustalnablhty and commumty rclatlons programs 'S,

also maintained on the company website, www.duke-energy.com:. The S&CA
department also works closely with the Corporate Communications deparlment to
issue news releases as appropriate. An annual sustalnablhty report is also

produced for the many stakeholders who are interested in Duke Energy’s _

economic, environmental and social performance.
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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 employce 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 internal 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 Duke 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 hased the content of this report on the
interests of environmental groups and other
nan-government organizations, investors,
academic institutions and large customars,
We beliave that our community partners and
industry peers will also find this report useful.

Te provide an independent assessment of this
report, we contracted with Business for Social
Responsibility (BSR, at www.bsr.org) 1o review
and comment on its scope and content, BSR's
apinion is on page 32,

This documeant presents our 2006 results
within our sustainability framawork for the
future. We also provide historical information
where consistent data for Duke Energy and its
recent mergar partner, C'mergy.‘were available.

While this report was not structured 1o conform
to the 2006 Global Reporting Initiative (GR)
guidelines, a broad index to GRI indicators can
he 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/

sustainability.asp. With the information on our

Web site, we helieve we meet GRI Application
Level B,

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.

TABLE OF CONTENTS

About This Report ..o W1
Duke Energy Corporate Profile... ..o iieeevenn. 2
Key TBIMIS. e e rreeiin rerrrare e eraaneans 3
A Message from the Chalman. ... oo d

A Message from the Vice President

of Sustainability ............. ORI i B
2007 Sustainability Plan..........cccoeeeoei e 3
Products and Services....covmeeimrerinineniin 10
Environmental Foatprint.....cccocoierenieninien, 14

Climate Change Position .....eecvieerinn. v 18
Quality WOrKIOICe.....cviceveriricrisereesenennressnes 20
Strong Communities S e e 24
Governance and Transparency ....e..ve.oee e 28

Global Reporting Initiative Index ............. 30

Stakeholder MatriX......cc..cvvviieverrsinvenenens 31
Independent ReVIEW .......ouvvvenne- trveceearaias 32



http://www.bsr.org
http://www.duke-energy.com/environment/

DUKE ENERGY
CORPORATE PROFILE

In 2006, Duke Energy completed a number
of 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 Caralina, 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-
mately 80 percent of forecasted
2007 ongoing totai segment
eamings before interest and taxes (EBIT}.
It includes:
= A $16 billion retail rate base
+ 3.2 million electric customers
« 500,000 gas custamers 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 Enhergy Generation Services (DEGS),

-

which develops, owns and operates eleciric
generation sources that serve large energy
consumers, municipalities, uklities and
industrial facilities, We expect this businass
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 Interational — which encom-

passes our international electric generation

operations located in Cantral and South

America. We expect this business unit

fo 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, E| 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 ko generate approximately 3
percent of forecasted 2007 ongoing total
segment EBIT.
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KEY TERMS

Actions — not words -~ are 1he true measure of
a company's character. But wards oiten help
put the actions info perspective. We offer this
summary of key terms frequently used in this
report. More extensive descriptions can be
feund on our Web site.

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 cccurring
phenomenaon, keeping the earth hospitable 1o
tife 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 pelicymakers -
indicates that human activity has increased
1he concentrations of these greenhouse gases
and contributed to the rise in global average
temperatures. To avold 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
plarning decisions are guided by a comprehen-
sive Integrated Rescurce 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 reguiatory

treatment.

We are instzlling 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. 7

* We are a significant partner in economic
development projects throughout our
service areas, ]

* We continue to del_iver'electrric and gas

service a't_'p_rices_ pelow the national average.

We created value for our investors with

a fotal shareholder retuim in 2006 that

exceeded [eading industry indicators.




A MESSAGE FROM
THE CHAIRMAN

Welcome to Duke Energy's first sustainability
report,

Sustainabilily is shorihand for our business
philosophy; simply put, we believe that
responsible actions lead fo long-term success.
Sustainabilily is more than good corporate
citizenship. It's about pursuing our vision of
tomarrow while serving our stakeholders well
today. IU'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 sirategy — that
Duke Energy confronts. Here we report on our
enviconmental performance, our safety record,
the investmerts we make in our communities
ang the values that underiie all of our actions,

LIVING OUR VALUES

Cur company's business values are closely
linked to performance in all areas, Duke
Energy’'s charter, which precedes this letter,
describes our purpose, gur objectives, our
valugs and our measures of suscess. Our Code
of Business Ethics, posted on our Web site,
guides employees to do the right thing when
they contend with taugh ethical decisians.

As a company, we face challenging decisions

as well:

How do we meet our customers’ growing

demand for energy, while reducing oue

environmental footprint?

How can we keep our employees and

contraclors safe? 7 )

- How can we attract and retain the righr'kind
of new talent?

« How ¢an we help our communities thrive in
a changing economy?

+ How can we provide a sustainable return on
our shareholders' invesiments?

THE NEW ENERGY EQUATION

These questions get to the heart of what we
cail the "new energy equation,” which can be
solved in part through our focus on sustain-
abifity. Achieving the new energy equation will
require us 1o 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 cuirently 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 eleclric generalion with

fewer emissions, including the greenhouse
gases that contribute 1o global warming, We
are strong advacates 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. | am
also & founding member of the U.S, Climate
Action Partnership, a coalition of business and
enviionmental 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 placeé for all employees if we
reach that gaal in 2007. In addition, we have
seta goai based ¢n our injury rate, with finan-
cial penalties for management if we fall short of
that thresheld. Emplovees and contractors will
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be safer at work and at home only il we change
our mindset and our behavior. We sfimply must
do a better job in this important area,

A Guality Warkforce - Employees are the
foundation ¢f our company, and they should
share in the rewards of our success. The
bright, talented people that we hope Io attract
to Duke Energy expect a company commitied

. to sustainability; they're looking for companies

that want to make a real difference in people's
lives. Qur goal is to have employees of alf ages
and backgrounds who want to work for an
organization that values their contributions,
supports their development and helps them
find balance in Aneir 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. Qur wide-ranging economic develop-
ment efforts help create new jobs, Business
relations managers throughout our service teri-
tory serve as two-way channels of information
abaut community needs and the programs we
have in place to meet them. We provige finan-
cial support to countiess worthwhile causes,
and our employees and retirees volunteer in
virtually every community we serve,

A Sustafnable Return - Qur 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
strafegy today focuses on our reguléted 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 comporate ethical

behavior, We comply with both the letter and
the spirit of the laws that govern our operations,

A TEST OF YIMAE

As a grandfather of seven, | helieve there is
one sure test of our success: How will our
grandchildren view our actions in the futura?
Years from now, will they know we took the
fight 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 didi't do more? By antici-
pating our {uture generations’ answers td those
questions, we'l make better decltsions 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 inferest in our ongoing commitmeant to
sustainability.

_Sincereiy,-

Jim Rogers

Chairman, President and Chief Executive Officer
March 26, 2007
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WMESSAGE F ROM THE
VICE FRESIDENT oF SUSTA\NAB‘L!TY

Jim Rogers’ {attor ouiiings the greatest Duke Enetgy pricr & thair 2006 merger. We

challenges facing out comapany. Our 1esponse also analyzed the feaghack from the Dow Jones

{p those chiallenges helps 0 make the pusiness Susta‘mability jndex —a feading indepandent

ease for susta‘mability: Companies that succeed penchmark of excellencs in gustainabilily

inthe fong-term acg those that gffectively periormance. and, We gig a ol of Vigtening.

manage envitonmental. econonmic and social \We listened 1© puf Tany exigrmnal stakeholders.

risks and apportun‘\ties. we listened 10 \eaders in sustainabilily. We
fictened to U employeas ANG we listened 10

gystainaliity i3sues dominate ine cormpet- our conscientce-

1ive endscane wherever We do pusingss. We

roberta oW gepend ot natural yesources 10 cuel our power susx'mmgmw %A JOURMEY
) campué: pFtlie ne piants. The price of electricity and patural gas Susia‘mah'mty at Duke Energy is @ joumey. not
L g{‘?}:‘f‘&f}gﬁigﬁ;ﬁ; ‘{3(2‘5‘3“ affects our custoraers' 0" pelitiveness and a destinaticn- pitferent parts of % company
. parofing " Chatlotie: ke S our regional eConormies- pnd, we are @ maiar pegin this journay at Qifferent wite narkers.
. Energywas }.&jé‘i_’ééd contritulor S employet and parmet in e comrunities we some afeas have Den on the path of sustal™”
‘ ﬁi}h&x‘ﬁﬁuﬁé‘;{? %?::;‘Eﬂm ‘ serve, For tose reasans, W peliove that if ity for years. while others 8¢ just neginning,
; ;dé@}eig‘)miﬁg S trainitd ; Dule Energy doesa't have 3 sustainability piafe
~ Wﬁfkﬁi"%- for- he chatteniees we gon't have 8 pusiness plan. For gxample, We have 1ong racognized that
L of & gtubaj gonomy. : _ o
NP BRI ” a5 We Increase powel plant efficiency We
\ . ' GETTING DUR paTH FORWARE reduce COStS and emissions Per Kilgwati-har.
U My responsioitity ot Duke Energy i to help That's Wiy {mproving power plant efficlency
; wanshate e concept of sustainablity e has peen an objective of ours for many years.
action, QW appmach [ characteﬂzed y Buf, 88 2 newly merged company, we are just
research and analysis, integrating s.usta‘mabllity peginning 1o bring together OUF erwironmenta\
Into ouv HUsSINesS: fpcusing o0 what matters pertmmance gata and jdentily oppoﬁumties for
most, and estaplishing cleaf accoun'iabi\'lt'ses, ’ improvement. in the futuré, our goals will e
goals and mMEasures. more quantiﬁab\e.
1n developing the sust_ainabiﬁty plan for Duke 20DING YaLUE FOR STAKE.H(}LBERS
Energy, We pegan with ouf corporate vigion part of oul (isston i o make sus‘tainahil‘nty a
and values, our husingss strateqy, and the core competency 2t Duke Enersy = something
ustatnability commitments of Cineigy and tnat is not anly “nice 10 do," bl something that
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“adds feal value. We know that the companles™. - 3{:pamamr OUR ?laosa

.that achieve their sustalnablmy objectwes are 3

i ",—those that align their werds w:th actrons and”

‘make sustaunabrhty part of_the company’s
operations and culture, E

= WHAT MAT!ER MGST : S

: ‘,'Sustainablmy isa blg word and lts scope can '

** b overwhielming, Thiere are fow argas of our .

? uisine s that.dant touch on sustamab:llty";flf o

D sdme'way Duke. Energys approach. sto

“ - concentrate our efforts where. we have the . -
: ‘greatest |mpact and risk; In fmanmal and Iegal

) : ,terms it's called "matenallty " We preler mmpler
) 'won:{s what maﬁers most. .

- rocus. AREAS
v .;Our ﬁve focus areas were mltlally shaped

Reduice, our_eﬁvlmnmemal footprlnt

: Attracl and fetain a dwerse,'high quahty
; 7__.w0?kforce ' ——
:‘Help build strong communmes

~He' proF table and demonstrate strong
;'f,gmrernance nd transparency '

Dow Jones
Sustainability Indexes

trember MY

Duke Energy has been namad one of
Morth America's feading companies in a
measurement of financial, envirgnmental
and secial performance. We are a mamber
of the Dow Jonss Sustainability Incex for
North America {DIS! NA), which tracks .
leading companies for their sustainable
approach to busingss. The DJSI NA list
contains 112 companics selected from the
targest 630 North American carporations.
Duke Energy was the enly "mulfi-utility”
named to the list in 2006.



This sustainability plan reflects Duke Energy’s commitment to
conduct our business in a way that creates fong-term benefils for

our stakeholders, aur 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 ptan 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 pian 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 witl report
progress against these goals In this annual sustainability raport
and other public venues.

Area of Fociis .~

*| Goals -

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

Why it mallers:

Our customers wark producls and services
that keep them competitive regionally and
globally, yel respond to environmental
concerns.

= 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 “smarfer grid and meter” technologies that can deliver significant

operationa! and customer benefits

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

+ Keep rates compelitive and achigve top quartile customer satisfaction in all markets as
measured by national benchimark surveys

4

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.

Diversify our fuel mix and address the climale change issue by:

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

+ Creating the option fo 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 cosl-effective alternalive sources of energy

* Reducing, avoiding andror sequestering at least 10 million tons of carbon dioxide equivalents
aver the next ight years (2007-2014)

Continue 1o focus on safe, reliable and efficient power plant operations -

Madel energy efficiency intarnally

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

by comaleting remaining projects to install state-of-the-art emission reduction technclogies

Develoj) the next generation of environmental goals in 2007 - considering air, water, waste and

fand management ~"to further reduce our footprint

"

-
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(Left to right) The Energy Explorium is an inleractive center
located at McGuire Nuclear Station, which allows visitors to
learn aboul energy.

Befews Creek Steam Station, located on the Dan River near Belews
Creek, NE is one of our fargest coal-fired gengrating stations.

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

Area of -Focus

Goals * -

QUALITY WORKFORCE
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.

&

-

Achieve zero fatalities and top decile safety performance in {otal incident case rate (TICR)

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

heaith and well-being

Attract, retain and engage a diverse, falented workforce by:

* Implementing a more effective employes 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 workfarce will be eligible to retire in the next five years

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

innovation ‘

STRONG COMMUNITIES
Help build strong communities

Why it maltters:
Our success /s linked to the health and
prosperity of the communities we serve.

-

Y

.

>

Pariner to stimulate economic growth in our communities by attracting 12,500 jobs anfi $2.4
billion in capital investment in 2007

Invest over $15 million annwally in community arograms that improve the quality of life in our
communities

Implement tocls Tor our communities to use that will suppor! thelr long-term planning
Develop and implement strategiss 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

GOVERNANCE & TRANSPARENCY
Be profitable and demenstrate strong
governance and transparency

Why it matlers:

Creating sharehelder value and earning
the trust and confidence of our many
stakeholders keeps us in business.

Pravide investors a superior and sustatnakble return on their investment

Assure that we have effective ethics and compliance programs

Régui_arly benchmark our corporate gdvemanoe practices égainst 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

Commurticate clearly and frequently with our stakeholders
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PRDDU(‘TS & SERVK‘ES

Prowde mnovatwe products, ; nd_ serviees for




-

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 heen successful in
one of the states we serve. Energy sfficiency
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
fo invest 1 percent of revenues on energy
efficiency programs, cnce appropriate regula-
tory treatment is in place.

BUILDING A TONSENSUS
FOR ENERGY EFFICIENCY

Nationally, Duke Energy is playing a leading
role with programs and potlicies that drive
energy efficiehcy. In 2006, Jim Rogers co-
chaired the development of the National Action
Ptan for Energy Efficiency (NAPEE). Sponsored
by the U.S. Environmental Protection Agency
and the Department of Energy, NAPEE was the
joint effort of 50 gas and electric utilities, utility
regulators and other organizations to create a
sustainable national commitment to energy
efficiency. Visit www.epa.gov/cleanenergy/
actionplanfeadership.htm for more information,

We've alse taken this national vision to the
state level, hosting NAPEE-inspired statewide
energy efficiency summits in the states we
serye. We conducted ccllaborative summits in
Kentucky and Indiana in 2006 and will hold
surmmits in North Carolina, South Carolina ahd
Ohic in 2007,




PANTNERING WITH THE EPR

The Environmental Pratection Agency
(EPA) partnered with Duke Energy to
complete a complex metering and control
systam at the agency’s Research Triangle
Park facility in North Caralina. The agency
tried several vendors and technologies,
but Duke Energy was the unly one to
design and deliver a viable solution. The
EPA can now maonitor eneray usage and
billing for electricity, natural gas, fuel cil
and water at its various buildings on the
site, resulting in fower costs and improved
undarstanding of usapa pattems.

PRODUCTS & SERVICES

oummy
COMMUNICATIONS

CONSUMER FORTAL
S BUILDING

o
o

“ DISTRTED
- . GENERATION -
& STORAGE

¢ EFAOENT QORI YSTERS:

THE UTILITY OF THE FUTURE

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 fevolution, 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 technofogies will drive fundamental
changes in the way electricity Is generated,
priced and used. Customers want to manags
their energy use more closely, and “smart
meters” will provide real-time price information.
These advanced meters wili also teli 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 concepis will make us a
more efficient company in many ways. All the
various components of the energy delivery
systern will be linked through real-time commu-
nications. State-of-the-art technology will heip
us pinpoint outages and make repairs more
quickly, The uitimate goal is to provide greater
reliability — with less environmental impact -

al a lower cost to our customers.

Visit the residentiat or business custormner

portions of cur Web site for more information
onh energy savings and management.
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CUSTOMER SATISFACTION

What drives customer satisfaction in our
business? Our customers tell us it's two things:
the cost of our product and the reliahility of
our service.

Duke Energy’'s electric rates, on a cents per
Kifowatt-hour basis, continue to be compesti-
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.

Cur customor satisfaction results in 2006
were mixed. In surveys of several thousand
customers, 82 percent rated their overall
satisfaction with Duke Energy as an 8, S 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 Midwast,

We were not successful in achieving our 2006
reliability goals. Our average service interrup-
tion duration and frequency levels were;

Average time without | 164 min, | 138 min.

power* per customer
Average number of 1.3 1.2

oulages™ per customer

* Longer than five ménutes

improving refiability performance is a key
objective in 2007,

SHEDDIRG LIGHT 88
EHERGY SAVINGS
Duks Energy partnered with
Alexandeia and Ludiow,
Kentucky mayors and
local retailers fo help
customers save maney
by purchasing

ENERGY STAR®
compact fluores~

cent light bulbs (CFLs). Through a special
discount offer, customers were able ta buy bulbs
that normally cost $5 for as [iitie as 39 cents,
Gustomers will save an enecgy bills, too: CFLs
use up to 75 percent fess energy than standard
incandescent butbs.



ERIRONMENTAL FOOT RN

Reduce our environmental footprint

OUR IMPACTS ON THE ENVIRONMENY
Like any business, our operations |eave an
environmental fookprint. We use natural
resources such as coal, uranium, natural gas,
oil and water to generate electricity for our
custemers, 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 woed, 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 daveloped a comprehensive

environmental, health and safety policy and

management system to gulde 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.

REDUCING AIR EMISSIONS

Emissions of sulfur dioxide (SO,), nitrogen
oxides (NOx} and mercury from coal-fired
power plants continue to be a major facus
area for tawmakers, regulators and the public.

Duke Energy has faken, and continues to take,

aggressive action o reduce ils emissions:

+ Between 1998 and 2011, we are investing
nearly $5 bilfion in controls to reduce our
$0,, NOx and mercury emissions.

* By 2010, we project that both our 30, and
NOx emissions will be aboul 70 percent

. -lower than they were in 1997,

» The'tech'no!dgies we're installing to reduce
S0, and NOx also significantly reduce
mercury emissions. Qur current estimate
places mercury remaval 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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ENVIROMMENTAL PERFORMANCE

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

80, is expected to show a simllar decline as mere “scrubbers” come into service. 2010 data is projected.

" Sulfur Digxide Emissions {Tons)

“Nitrogen Cxides VE_'missinns (Tons)

800,000 “—3

300,000

o
BT AT

‘99 00 0102 ‘03 04

'9?

- Sulfur.Dioxide' Emissions (Tons)* -+

CGoal Consumption (Tons) -,

844,500

46,500,000

nwnamhlp share of stations. Combustion wrblnes ol equipped
wiith continuaus emlssion monltors and facilities cperated but not
wwned by Duke Energy Generation Services are not included.

2005 2006

2006 812,600 S —
‘Niirogen Oxides Emissions (Tons)* | [:2990 Coal Combustion Byproducts {Tons) - - -
2605+ 160,400 Beneficial Reuse 2,870,000
2006 148,600 Land Disposal or Pond Stored 1,990,000
* 50, and NOx reparted from eleciric generalion only, and based on Flue Gas Desulfurization (FGD)* 670,000

* FGD material is peimarily 8 mixbare of lime, fiy ash and calcium
sulfile rreated by the 50, scrubber process

Approximately 70 percent of the electricity
Duke Energy produces for customers comes
from coal, so CO, 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 billion
tons of CO, since the three nuclear stations
entered service.

Carbon Dloxide Emissions (Tons)*

2005 107, 400 000

2006 105,400,000

* Emisslons are for U.5. and Latin American eleclric genetation
facitities,

205 Toxic-Release Inventory* (Poinds) "~
Releases to Air 80,172,829
Releases to Water 247,542
Releases to Land 15,234,393
Off-Site Transfers 77,123
Total 95,731,887

* 2004 data will nol be available before July 2007. Dats pertains
lo Duke Energy ownership share of facilities.

13 Citaions wilh $12,713 paid in fines/penaitles

* includes Notices of Viokation and slmilar infractions of permies or
licenses at laclities oparated by Duke Enargy.

2006 Oil Spills (Gallans)-

L75 Spills

96 98

3,251

More Information on our alr emissions is available at www.duke-gnergy.comfenvironment/alr-quality.asp.

00,01 102 103 ‘0405 06 10

L S{) it NOX { porled rrom elecmc ganelallon only and basad on ownershlp sham of -
i stﬂtmns Combustion turbines aot equippad with conlinuous emission monitors-and
- ities nperaled bt nal ovined by Duke Energy- Genesation Serwces are not-lnciuded.

2006 HET MEGANETT-HOUR GERERATION
PERCENTAGES BY FUEE™

% Coal 104,929,426 10.7%
© Natural Gas/0il 2,578,213 17%
& Hydro 867,996 0.6%
& Nuclear 40,422,697 2710%

* Data bhased on Duke Energy’s owaership share of all
facltiifes.
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ENVIRONMENTAL FOOTPRINT

CLIFFSIDE STATION

Duke Energy proposed MEWF BASE LOAD
building two ew B0D- : féEN}_’ERAT!GhE;
megawatt power plants using’ S

supefcritical coal lechnulogv ' _s been many" years

Carolina. This is the mustenlrr- had ta buitd a new -
renmentally efficient pulverized
coal technology available today, 3
typically burning 10 percentiess 28
coal than conventional units and
emitting significantly fess sutfue
dioxide and nitrogen oxides,

contrnuously
= In facl rhe rast

tn March 2007, wa received the for-

wial Order from the North Carolina Utilities
Commisston, which authorized building
ane of the two units. The Commission
also accepled our commitmant to invest

1 percent of our revenues in the Carclinas
for energy cfficiency, subject 1o appropri-
ale regulatory treatment, and our plan fo
retice older, less efficient units.

Cliftside’s cost estimates were based
on two units, and we still need an air
permit for this project, We are studying
the economics 1o datermine whather we
shauld proceed with the Cliffside project

THENEED FOR

since Duke Energ‘y has

: “base foad" power -
- -~ Whife thise T measures have delayed the -
- neet’ for riew generancn they cannat: offset

E entrrely the nsrng demand for e[ectrrcrty

: _' year Our servr
 arid-Onio are addrng 11,000 t0 18 ooo

-implementing a variety of demand-side
‘measuras for )a'rge'and smafl customers’
Addrng combustron turblnes o prosrrde peak -
power when needed during-hot summer days
"or cold wmter rnornrngs

. e

N Buymg power frcm other generators whef

cost and relrabt[rty condrtrons are favorable__

meet the energy needs of’ therr customers. i

'"Runnmg qut of power" srmply |s not an R

areas in Indrana Kentucky

or cansider other altematives, includ-

Kentucky

ing natyral gas-fired plants. We won't ‘-Ye a}

Ohio

make 4 decision unil we have a clearer
undsrstanding of the overall costs, s well
as the conditions of the air permit,

2011 2751 2,120
2016 612 | 4,180
2021 797

No new generation is planned at this tirne

Plans are being reviewed

= Figures repesent cumulalive totals 16 mainiain a 15% reserve margin (Indiana) or 17% reserve margin (Carolinas) that ray come from
purchases, company-gwned assels, andfor additional demanii-side management,
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2004 1.5, GREENHOUSE GAS EFISSIONS

By Sector (Milian Matric Tons CO, Equivalenty

6% -
2%
28%
- 20%
1%

1%

* Soniep U.S, £, Im'anlbry B, Green?musa Gas Emksllcnund '

Sinks: 1590 2004, Mgl 15, 2006

- Greenhouse gas emissmns cnma from

many SOurces. This chart shows that the
L !arggg.t puntnt;utnrs ta total U.5. amlssmns

- are tho'electiic gonration, Hansportation .

“and industfal sectors.

ENVIRONMENTAL FOOTPRINT

CLIMATE CHANGE AND

DUKE ENERGY'S CALL TO ACTION

As the third largest consumer of coal in the
U.5., Duke Energy is taking a leadership role
in addressing global climate change.,

QUIR THREE-PRONGED APPROACH

Qur approach 1o greenhouse gasss and climate

change has three components:

* Promoting mandatory greenhouse gas
reduction reguiations

+ Voluntarily reducing our greenhause
gas emissions

+ Advancing technotogical innovations

Pelicy Leadership — Duke Energy supports
passage of federal legistation mandating
econamy-wide regulation of greenhouse gas
emissicns. We believe Congress should act now
to establish a market-based program that would
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 bie counterproductive for each
state in our country o 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 leglslation as soon as possible based on
the proven cap and trade approach used in the
Clean Air Act Amendments of 1880 and more
recent regulatory programs. This will provide
the necessary regulatory framework our nation
needs to ensure utifities like Duke Energy can
make tha best feng-term decisions on behalf of
our customers and the environment.

Veluntary CO, Reduction - Duke Energy
believes it is important to continue reducing
greenhouse gas emissions even before these
emissions are regulated. Qur goal is to reduce,
avoid and/fer sequester 10 million tons of CO,
equivalant emissions by 2014, We will be
investing $3 million per year on various types
of greenhouse gas reductien projects to achieve
this goal. [n the past, we have invested in
wind and solar power demonstrations, refores-
tation, power plant improvements and lighting
upgrades, among other projecis.
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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 commitmeant is at www.duke-energy.com/
environment/climate-change.asp.

Technofogical Innovation - New technelogy
wiil 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 aur Cliffside supercritical pulverized
coal project.

In addition, Duke Energy is involved in three

of the seven Department of Energy regional
carbon sequestration partnerships, Qur East
Bend Generating Station in Kentucky was
chosen as a Phase il 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 Eiectric Power
Research Institute (£EPR!) to evaluate the use
of chilled ammonia to permanently cagture
and remove CO, from flue gas. The goat 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 aclively Involved in the NuStart Energy
consortium, which will develop first-of-a-kind
engineering for new nuclear reactors,

SUPPORT FOR RESEARCH

AND 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 miltion ~ 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 LS. For every dollar we invest in EPRY,
Duke Energy receives about $30 worth of
collahorative research and knowledge.

CLIMATE CHANGE POLICY PARTNERSHIP

As a founding corporate sponsor, Duke Energy
pledged $2.5 million te support climate change

nalicy research at Duke Uni-
versity. The Climate Change
Palicy Partnership (CGPP},
formed in August 2005,
includes corporate partners,
the Nichalas School of the Envirenment and
Earth Sciences, the Nicholas Institute for

Environmental Policy Solutions and The Center

on Global Change. Mors information is at
www.nicholas.dirke.adu/mstitute/ecpp/.


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

TELL ME

Duke Energy's “Telf Me" pragram encour-
apes smployees to protect gach other by
idantifying 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.

UniuRY)
";ff“'

QUALITY WORKFORCE

Attract and retain a diverse, high-quality workforce

ndstry partriets




IMPROVING SAFETY

Improving empioyee and contractor safety s

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 Octeber
2006,

Approximalely 80 participants from business,
labor and government came to the summit to
share data, lessons learned and best practices
in contractor safety. [n 2007, we are continuing
10 promote improved coritractor safety by
maintaining the momentum from the National
Safely Surnmit and convening action within the
trade assaciation for investor-owned electric
utilities, the Edison Electric Institute,

EMPLOYELE SAFETY DATA

+ Based an Occupational Safety and Heaith
Administration crileria, 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 achigved a total
lost workday case rate of 0.35. Dur 2007
target is & 5 percent improvement in the
TICR, to 1.43.

Our naturat gas operating unit in Chio and
kentucky achieved steang impravement 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
safely, all employees wili receive a & percent
increase in their short-term incentive payments
it Duke Energy has no employee, contractor of
sub-contractor fatalities in 2007, This provides
an added incentive for vigilance and commu-
nication abouwt unsafe working conditlons.
Additicnally, 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 fo reinfarce
our safety and environmental goals. Comprised
of officers representing generating stations,
natural gas operations, fleat services,
purchasing, legal, human respurces and
engineering services, the steering team meets
regularty 10 share information about compliance
issues and best safety practices. The steering
team also ensures consistent policy direction
across the company.

Snecialist works to -

lcomington; IN after <




QUALITY WORKFORCE

DIVERSITY AND INCLUSION

An inclusive workplace is one where employee
differences are valued, where peopie are
Irusted to make good decisions and where
they are able to connect with others across the
company {o 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, worl¢life balance
grograms and employee resource groups such
as the Business Wornen'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 inclusien 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
enginearing.

%}}don;e Diversity Statistics .
Regular full-time employees as of 17,910
dan. 31, 2007
Females as percent of workforce 21.7%
Females as percent of management 17.5%
Ethnic Diversily
+ Caucasian 81.9%
« African American 10.6%
= Hispanic 0.9%
+ Asian/Pacliic Isiander 0.8%
= American Indiar/Alaskan Mative 0.3%
= Not [dentified* 5,5%
Members of a collective 25.8%
bargaining unlt

r*me Erecgy Internatinal emplayess for whem gender and race

data are not capiufed.

TALENT DEVELOPMENT AND
KHOWLEDGE TRANSFER
A particular challenge for Duke
Eneigy, 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 wilf present to the board of
directors in August,

To develop the skills of our team, we conducted
more than 2,400 training and profe_ssional

developmeant courses in 2006, In addition,
job-rotation programs, apprenticeships, develop-
mant planning and fraining in 18adership,
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
skilis and other subjecl areas. Availabie via the
Internet, Skitlsoft provides employees accass to
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:

549



. '«.‘I,‘EEmp!oyee Opmlon Suryey Smc.e ,1990 Duke‘ ‘
: Energy has. sysiemahcany measu;ed Employee

Wellness ~ Employee wellness programs
inciude: education, medical screenings, risk
‘assessment and behavior modification Gif
desired). We ars also exploring new offerings
such as smoking cessa;iun' and nutritionat
caunseling. in 2007, Duke Energy will
hecome an entirely smoke-fres workpiace.

Compensatiori and Benefits - o cormpete far

"the:most talented émpioyees, we nave com-

pensatin and benefits packages thatinclude
cgmpelitive: pay. vacatlon a 401(k) retirement

- savings. pian Wlth company match and a retue—
’ ment cash-balance pensmn plan. -

- —We a!sc support the volunteer anﬁ educat:onal

mte:ests of our emp!oyees .For e;gampre. our

; LExcel!ence i Educat!on and Commumtles
' pmgram gwes all full- trme emp!oyees 10

haurs of pald time off each year. for actrwtreé at

' -schoo!s or o vorunteer it thelr cammumttes

Duke Energyig;fqés vi;gil beyond legal reqmré- )

merts to stipport employess who serve.in -
-,tha afmed forces; A(l non umomzed ehg1ble
l employees on approved mifitary leave'ef
-abserice-afg eligible to veceive, 100 percent -
of thair-base:pay for tp 0,52 v eeks on i
.",contlnuous or intermtttentbasns and 15 percem' e '
' f'-,of hase pay for up fo an addmonal 104 weeks So-new D

¢ Employees vaiu

mately 40 percent of emplayeés Here are
.-head{mes from the results

Dukfs Energy as-
E perft_)fmanc&_ '
based cuuu‘re;-

d wersny to a

TOP T0 BOTIAM

{Left to sight) Marcela Flores, David Morgan,
frobhy Morrison, Reggie Littte, Distribution Line
Techniclans, with the dieseVelectric bybdd
service truck now heing tested at our Matthews,
NC oparations centsr,

Sirtgas Flores, Customer Service Specialist, *
uses her bilingual skills to assist custamers,

Jog Mitter, General Manager of immer Station,
neat Moscow, OH.
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STRONG COMMUNITIES

Help build strong comemunities

2006 CCONOMIC DEVELOPRENT

Duke Energy was a Key contributor to the
economic grawth of its service terrifories in
2006. The three economic development
regions ~ the Carolinas, indiana and Greater
Ginclnnat - were instrumental in attracting
new industry, helping existing customers
expand and working with local communities
to promote a favorable business environment.

Qur team of experienced business and
economic developers had an extraordinary
year and helped create more than 17,000
new jobs and attract $5.1 biliion in new
capital investment across our service areas.

Citigroup, GSI Cormmerce Solutions, Pfizer,
Poly-America and Fidefity are among the
companies that chose Duke Energy-served
sites 'for their expansion and relocation needs.
Driven by efforis from our economic devel-
opment staff and state and local ecanomic
development prolessionals, we continued fo
diversify our economy by attracting high-wage
and technology-irtensive businesses.

SUPPLIER IHVERSITY

Duke Energy's commitment to diversity extends
beyenid its empiloyees to include suppliers,
comnmunity organizations and our customars.
We have a focused effort to identify and
support businesses owned by women, minori-
ties and veterans, Our phllosophy is that with

a more diverse supplier-base, we have stronger
competiticn, which benefits our company and
our communities,

i ] i
2005 2006 | Increase over 2005
$132.1 $143.2 84%

* "Oiversily” means women-, minofity-, and veteran-owned
businesses. .
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ENERGY ASSISTANCE

Duke Energy offers a number of initiatives
to assist low-income customers, including
programs thal help customers reduce costs
by improving energy efficiency, as well as
programs and pelicies supporting energy
assistance.

In 2006, over $10 million was cantributed
by Duke Energy, its customers, and the Duke
Energy Faundation o energy assistance
programs in the communities we serve. We
partner wiih social service agencies to admin-
ister the programs in order t0 make energy
assistance part of an integrated response

to customers in need. In some cases, our
customers and our Foundation alse contribute
funds for energy assistance,

The programs for energy assistance go by

different names in the regions we serve:

* North and South Carelina: Share the
Warmth, Fan Relief and Cogling Assistance

+ QOhio: HeatShare

» Kentucky: WinterCare

* |ndiana: Helping Hand

CONTRIBUTING TO QUR COMMUNITIES

In addition to providing safe and reliable energy
and serving as a major employer, Duke Cnergy
also contributes to its communities with chari-
tabte grants and volunteerism.

In 2006, charitable contributions totaled over
$192 millian. Adding in other company contribu-
tions, in-kind donations, employee and retires
volunteer time and their contribgtions 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 glsctric and gas
safety. In 2008, we organized, updated and
expanded our public safety information on a
number of topics, including:

+ Call Before You Dig

+ Report a Power Qutage

» Report a Gas Leak

» Right of Way Management

= Electric Safety

= (Gas Safaty

« Nuclear Emergency Freparedness

* Contractors & First Responders Safety

* Kids Safety

« {dentifying a Duke Energy Employee

To learn more about any of these
topics, please visit our Web site at:
www.duke-snergy.com/safety/.

Duke Energy concentrates Its efectric and natu-
ral gas safety messages on four main audience
groups: contractors, emergency first respond-
ers, school children and customers. We offer
English and Sganish language booklets, videos,
decals, trainérs’ guides and other materials
upan request.

We also continued radio, television and news-
paper safety MESSAEes, hill inserts and natural
gas and .elek:tric safety _clémcnsirations in cur
service aeas. ' '

2068 CORSOLIDATER GIVING

Each year, we aggregate &l of the
contributions made by Duke Energy,
including Foundation and other cash
contributions; in-kind gifts and sewvices;
and the contributions and voluntesristm of
our employses and retirees. In 20086, Duke
Energy giving totaled close to $29 millian.

& Foundation Charitable Donations  65%
@& Emplovee/Retiree Volunteer Time  16%
¢~ Employee/Refiree Giving 15%
@ Cash & In-Kind Goods/Services 4%

In addition, Duke Energy Carplinas
continues to share its Bulk Power
Marketing (BPM) profits through programs
with indusirial customers, the economic
development community and public
assistance agencies in the Carolinas.
Charitable contributions from BFM
profits to non-profit organizations in
2006 totated aver $5.4 million. These
grants benefittsd energy assistance
programs, the North Garolina Community
Gollege Grant Program and AdvanceSC
for education in South Carolina.
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UHITED WAY SUMMIT AARD

United Way of America honaredt Duka

Encigy in 2006 with its Summit Award,
* recogiizing the co’mpé ny's commitment to - -

improving local communitias., o

STRONG COMMUNITIES

DUKE ENERGY FOUNDATION

The Duke Energy Foundation concentrates its
grants in three areas:

» Environment and Energy Efficiency -
Grants for conservation, kraining, research
and energy efficiency services.
= Paaple Working Cooperatively is & 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
ta Foundation funding, Duke Energy
employees volunteer their time and energy
to repair homes in the community,

- Economlc Development — Funding for skiffs
development; pre-K-12 education focused
on math, science and technology: higher

{Left tu right} Vincent Davis, Director of Costomer Operations, halps
build a handicapped-aceassibla ramp and deck in Cincianati, OH.

Lileen Qlofsun and Stephanie Liles, Office and Communications
Services, help at a fogal food Hank,

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

educalion; government or other non-profit
p}'ograms supporting innovative solutions for
business, industry and workforce chalfenges.
* The Duke Energy Foundation provided the
lead gift to create the Charlotte Research
Institute (CRL) at the University of North
Carolina — Charlotte. CRi oifers advanced
engineering and technical training to help
transform our regionat economy.
Community Vitality ~ Contributions
supporting health and human services
through United Way: arts and culture;
energy assistance; public safety; and
cammunity feadership development.
= In 2006, Duke Energy employees, relirees
-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
Cress to provide storm preparadness kits
and disaster assistance.

We recognize that every community is unigue,
with different challenges and strengths.
Requests for company resources are received
and evaluated locally by our network of 70
business refations managers. By iistening and
respanding to the varied needs of our commu-
nities, these managers help match company
resaurces with regional needs and share best
practices across aur service areas. Guidelines
and an application for grant funding are
available at www.duke-energy.com/community/
foundation.asp.

VOLUNTEERISM
Volunteerism and civic leadership are important
attributes of Duke Energy's history and cuiture,
It is part of what dafings us as a ccmpany.
Here are some statistics on the strength and
Impact of our voluniger 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
« Mumber of communities halped: 167

While volunteerism is a year-round commit-
ment at Duke Energy, we conduct an annual
Glabal Service Event {GSE) 10 recognize and
encourage volunteerism. In 2007, we will
celebrate the 10th GSE in April and May.

GSE has become a popular way for us to

show the power of cur teamwaork, 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 mare than 290
different nonprofit organizations.

COMMUNITY PLANMNING

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 fo 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 secial,
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 rasources
to further improve their performance. This

toot is available on our Web site at www.duke-
energy/enviranment/sustainability.asp.
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GOVERNANCE & TRANSPAREMCY

Be profitable and demonstrate strong governance and transparency

PROFITABILITY AND SUSTAINABILITY « The reduction in our risk profile by selling
Duke Energy believes that profitability is a our unregulated pawer plants outside of
prerequisite for sustainability. A business that the Midwest and by selling our Commercial
isn't profitable simply won't be in business Marketing and Trading business.
- for long.
miillins except-for pet -
In 2006, we transformed ourselves info a more S
. . . 2006 2005
sustainable company by unlocking our inherent
‘ o , Oparating $15,184 $16,297
value and reducing the risk in our business. Revenues
Four actions contributed to this change: Operating $12,493 $13,416
« The completion of our merger with Ginergy Expenses
1o grow the electric side of our business Net income $1.863 $1,824
- . . Eamings per $1.57 $1.88
+ The spinoff of our natural gas transmis- Share, Diluted
sion and related busingss fines into Spettra Dividends per $1.26 $1.17
Energy Shsre
« The formation of a joint venture to manage Totat Assets $68,700 $54,723
- * Includes nattral gas opetations spun off to bacome Spectra
our real estate business Energy in Janvary 2007,
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INVESTORS' RETURN

2(07 is the 81st consecutive year that Duke Energy has paid a quarterly cash dividend.

Comparison of 2006 Total Return Comparison of Five-Year Cumulative Total Return*
30% $200
i $150
15% $100 —
$50
0% 0

263% 15.8% 20.0%

& Duke Energy Corparation {pre-spinoff
of $pectra Energy)

# S&P 500 Index

@ Philacelphia Stock Exchange
Uility Sector Index

Dec. 01 Dec.02 Dec.03 Dec. 04 Dec 09 Dec. Q6
& 3]00.00 $51.80 $57.98 $75.50 $85.3% $i07.81
2% $100.00 $77.90 $100.25 $111.15 $116.61 $135.02
® 310000 $81.65 $101.95 $128.57 $151.9% $182.44
* Assumes $100 was invesled on December 31, 2001 in company cammon

slock and each ingdex. Values are as of December 31 assuming dividends are
einyestod.

AN INDEPENDENT BOARD OF DIRECTORS

COMMUNICATING WITH THE BQARD

An effective board of directors is considered ane Shareholders and other stakehaolders can
of the strongest indicators of shareholder valuz communicate with the lead director or any

and good governance.

Elected annually, the board consists of nine
outsida members in addition to Jim Rogers,
Duke Energy's chairman, president and CEQ.
Ann Maynard Gray serves as lead director,
Nane of the outside directors has a material
relationship with Duke Energy or its subsid-
iartes, so the hoard is independent under
the listing standards of the New York Stack
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 maore 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
urnigue to their responsibilities. That code is
available at www.duke-energy.comfinvestors/
corporate-governance.asp.

board member by writing to the corporate
secretary, who forwards correspondence io
the appropriate director. iIn addition, the Audit
Committee has established a protocol for the
receipt, retention and treatment of complaints
regarding accaunting, internal accounting
controls or auditing matters.

ETHICS INVESTIGATIONS

Duke Energy strivas 1o provide an environment
where employzes feel free to raise work-
related concerns without fear of intimidation

or retaliation. The company has alse refained
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 aneny-
mously. All allegations are investigated and the
results are reported 1o the Audit Committee of
the bbard of 'directoys.
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GLOBAL REPORTING IMITIATIVE:
BROAD MDEX 10 INDIGATOHS
Handard Bisclosures

Pages 17, 28-31

- Econnmic Indicators
' Pages 18, 24-28

Environmental Indicators
Pages 11;12, 14-19

* " Product Responsitifily Incicators
Pages 13,15

Labar Practices and
Dectnt Work lngicators
Pages 20-23

- HumanRights ndicefors
Cmmn

Sodley ndicatu's

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

A much mare detalled ir_ldéx td all indice-

-~ “4ors s availablo at www duke-enargy.
- comyenvirgniment/sustainabifity.asp.

GOVERNANCE & TRANSPARENCY

OLER GOVERNANCE PERFORMANCE

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 Ensrgy:

Rating Organization 7 Duke Eneigy Score | Scale -
The Carporate Library (Feb. 15, 2007}

TCL Rating B &-F (No E)
Governance Risk Assessment Low Low or High
Governance Praclices Compliance 93% 0%-100%
Institutional Shareholder Services —

Corporate Governance Quotient (Feb. 15, 20077

Index Ranking 13.8 C-100
Industry Ranking 30.7 0-100
GavernanceMetrics Internatfonal (Dec. 2, 2006)3

Overall Global 9.0 0-10

1 Yha TCL Raling, Governance Risk Assessmanl and Gevesnance Praclices Compllance Score values are published by peimission from The
Corporate Library, LLC. For further explanation and infermalion, go lo wwvew.thecorporaletibrary.tom.

2 The 18% CGQ scores are published by permission rom Inslitutional Shareholder services. For further infarmation, go to Www.issproxy.com.

3 The GovemanceMealrics Intornational score is published by ¢
weav.gniralings .com.

jon fiarn Gover Metrics Infemational. For Turther information, go to

SUPPLY CHAIN

Duke Energy adopted a Supplier Code of
Conduct in 2006 to dearly establish our
expectations of the companies we do business
with. We expect our suppliers to conduct their

business with the same regard for fair dealing,

respect for the individual and the environment

and guality service standards that we expect of
ourselves. The Code is available at www.duke-
energy.com/suppliers/code-of-canduct.asp.
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STAKEHOLDER EXPECTATHING
Duke Energy is committed to balancing the interests of our stakeholders. We have several pathways
and programs to hear and respond to stakeholders' needs.

-

Stakeholders Expectations Fulfiliments :
Customers - Reasonable costs = Strong managemen systems

+ Realiable supply

+ Good customer setvice

+ Sale operalions

+ Minimal air and water emissions
* Energy sfficiency advice

» Community involvement

« Efficient cost control practices
*+ Business relations managers’ accessibility
+ Customer satisfaction surveys
+ Environmental compliance
+ Customer communication and
Web site information

« Volunteerism

* Safe work practice policies and raining

Employees « Safe workplace
+ Competitive pay and bensfits * The Portal {online corporate
+ Open comrmunications information resource)
- Career development opporiunities | + Career lrainlng and development
» Fair and consistent treatment + Benchmarking with industry peers
+ Sirong corporate reputation + Open Forums with executives
+ Confidential ethics hottine
. Commumty mvolvement
Communities * Community development FBusmess refatlons manage:s’ |nvolvement
+ {nvalvement with local initfatives in communities
* Pubtic salety « Economic development assislance
« Employment apporiunities * Global Service Event and other volunteer efforts
+ Volunteerism + Duke Foundation grants
« Rapid service restoraticn « Cooperative service restoration agreements
with other utilities
Suppliers + Fair deafing + Suppiier Code of Conduct
* Timely payment * Competitive bidding process
« Opportunities 1o grow their * Confidantial ethics hotiins
husinesses « Mingrity/women/veterans business
procurernent practices
Investars + Competitive returns + Strong financial performance
+ Strong board governance + 81 years of cash dividends
» Management accountability » Comprehensive management and ethics policies
* Regulatory compliance + www.duke-energy.com/investors
* Strong corporate reputation < Investment grade credit ratings
» Transparent repotting : Strong balance shaet
. . -
Regulators » Reasonable cost and . Effectwe management pohmes and syslams

reliable supply
+ Repulatory compliance
+ Transparent reporting
« Goltaborative policy debates
* Commumly Involvement

« “No surprises” practices
+ Policy leadership

ek T

Non-Government
Crganizations

. Transparent reporhng

« Accessibility

+ Engage in problem-solving

« Research and palicy teadership

+ Partnerships and caollabgratives on several issues
and at various levels

+ Annual sustainabitity and financial reports

+ Joint research projects

+ Stakehalder diatogues

:: cm STUDY m ﬂmwsaﬁnmﬁ
N f-'f;mwzsz WATEREE HUDR)
o -_R‘:LtGErJSEHG

- Duks Energy's Catawba Walstes

'Hydroelecmc Pm;ect is the bar.khnne ’

if the company s generatmn purtfulm S
- -inthe Camrmas cunmshng of [3 hydm
"_‘"ip!ants 11 feservairs aid 225 river milss.

:'The Catawba- Wetsrde Systar IS also an

" important resourée t the residents of the:

Pledmnnt Camlmas tuuchmg I4 wunhes .
" if Morth G_arn1lna,an_d§ouﬂ]_,‘_3_a_tpima, S
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Business lor Social Responsibilily

INDEFENDENT REVIEW

Business for Social Responsibility (BSR) reviewed
Cinergy’s 2004 and 200% Sustainability Reports
prier 1o the merger with Duke Energy, and our
annual review has continued with the new Duke
Energy. This year, we comimented on an early
report outline, facilitated a serles 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 particulatly impressed with the:
= Sustainability Context ~The CEO letter
succinctly identifies the most pressing socictal
issues for Duke Energy and links these issues
fo the company’s gperations and activilies.
Of these, the company's aggressive stance
on climate change policy distinguishes it as a
sustainability leader among American ulilities.
= Balance - In addition t¢ highlighting
successes, Duke Energy speaks frankly about
failures in sustainability perfermance - for
example, in the area of safety - and clearly
outlines how it plans %o rectify these failures.
The company also shares ongoing chalienges
associated with the merger, including
employee frustration and the need for stronger
measures of sustainability performance in
the future.
Response te Stakeholder Feedback — Since
BSR raviewed earlier versions of the report,
we can highlight Duke Energy's efforts to
respond to stakeholder feedback in the finat
versian, including: - ,
* More covefage, of policy and teéhnoldgica[
responses to climate thange.
+ More informaticn about the company’s
investment in research and development,
particularly clean'technologies.

P

» More tharough and more explicit
goal definition in the area of “strong
communities.”

In iooking 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 anly to a careful review of
Duke Energy’s performance against existing
and soon-to-be-created benchmarks, but
also insightful examples af 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. 1n 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
clearly complex and potentially very conten-
tiaus 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 abiout the process and the
results of engagement, as well as the steps

Duke Energy is taking to respond to any
heaith, safety, and environmantal concerns
assaciated with coal and muclear generation.

Anamaria Nino-Murcia

Manager, Energy & Extractives Program
Business for Social Responsibitity
March 23, 2007 '
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Schedule §-4.2

DUKE ENERGY
DUKE ENERGY OHIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

L.

IL

L.

DUKE ENERGY FOUNDATION
SFR Reference: Chapter IT (B)Y(9)(d)(v)

Policv 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 chatter.

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 setve and in which we are located to:

Build strategic relationships that support our business objectives

¢ Build our brand

s Strengthen / pive back to communities where we are a major presence

o Support employee volunteerism and a culture of community involverent
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, external 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.

Organizational Structure

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

-1-
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IV,

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 of the 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.

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
governance, 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 governance structure, toles and responsibilities are clearly
defined as follows:

The Duke Energy Foundation is governed by The Duke Energy Foundation Trustees
who are named by the CEQ from executive leadership. They:
o Establish overall Foundation policies and areas of focus
» Establish annual giving level
e Review/approves major gifts
*  Grant requests over $100K
= Multi-year commitments
e 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 governance and control processes

Central resource for giving records / budget to date

Back office to all contributions

Member of all Regional Contributions Councils

Manage Corporate allocation of annual giving budget

-2
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* Serve as expert resource in negotiation with non-profits to extract greatest value
ang build / protect our brand
s Serve as staff to Trustees / Executive Leadership on contributions requests

Regional Contributions Councils, composed of the local business unit President and
busingss and community relations leaders named by the business unit president,
operate in Ohio/Kentucky, Indiana, Carolinas and Corporate/Charlotte. They:

o Establish regional giving plan and allocation (including UW)

o Evaluate local grant requests. Approves grants from allocation up to limits of
authority. Seeks Trustee approval of major gifts
Meet quarterly or as needed
Consult with Foundation on comparables and ways to leverage opportunities
Maintain strong governance / record keeping
Coordinate/communicate with other regional contributions councils on grant
decisions

Practices and Procedures

The Duke Energy Foundation supports projects and programs of organizations that
gualify as charitable, not-for-profit, 501(c)(3), tax-exempt organizations, under the
Internal Revenue Code guidelines. Grants are for specific projects or designated
programs that encourage initiative, creativity and collaboration by contributing to
the total well-being of the community in 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 internal
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 cither award or decline letters via e-mail, and the actual
checks are usually hand delivered by local Duke Energy contacts.

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

e If the grant is for $20,000.00 or more, 2 Memorandum of Understanding is
signed by the organization and approved by the Duke Energy Foundation prior
to making the commitment,
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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.

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

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 mmlti-year grants and any grant request over $100,000
are reviewed and approved by The Duke Energy Foundation Trustees.

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 responsecs. Major decisions are reviewed with senior
management for input and concurrence.

Duke Energy Foundation control processes include: -
o Contributions Conflict of Interest Policy
o Dectailed grant requests / “memorandum of understanding” for all requests $20K
and above
Internal sponsorship of grant requests .
Segregation of duties between Trustees/Regional Councils/Foundation in
approving grant requests; clear Delegation of authority
Check printing and distribution performed by independent contractor
Monthly review of all disbursements by Foundation Manager
Investment of Foundation assets by Treasury Department
+ Foundation bank reconciliation by Corporate Accounting
+ Internal Audit of Foundation

* @ L ]

Internal and External 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,

-4 -
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VII. Goal Attainment and Qualification

Goal Attainment and Qualification is subjective. The goal of The Duke Energy
Foundation is to use corporate contributions wisely fo 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 internal 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

Sutanay & Co ATD
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Exhibit FND-1
N Areas of Focus Duke Energy Foundation Annual 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,
W . 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 chalienges.

Community Vitality

. Health and human services through United Way, arts & culture, energy
assistance, public safety.
. Community leadership development/capacity building.

Page 22 ot 47
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Exhibit FND-2
Giving Guidelines Duke Energy Foundation Annual 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 of the 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 fo our areas of expertise in business

. Individuals

. Athlstics, inciuding individual sports teams and all-star teams

. Underwriting of films, video and television productions

. Reducing the cost of utility service (prohibited by law)

. Sectarian or religious activities

. Canferences, trips or tours

. Fraternal, veteran or fabor groups serving only their members

v Advertising

. Membership fees or association feaes, 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 all funding requests by clicking “Online Grant Application” on the left-
hand side of the page. Requests for 2008 funding wilf be considered beginning mid-2007.

Page 23 of 47
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DUKE ENERGY
DUKE ENERGY OHIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES & ORGANIZATION

BUSINESS RELATIONS DEPARTMENT
SFR Reference: Chapter II (B}9)(d)(i,v), Chapter IT (BY(9)(g)(v)

Policy 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 governmental 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.

Drepartment 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 varions 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 of the year.

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

Strategic Planning

Strategic planning is coordinated between the Vice President, Business Relations
and Development and the General Manager, Customer Planning and Strategy.
Planning involves structured input and feedback from senior management and staft
members from State Governmental 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 internal and external issues and to
develop response mechanisms. In addition, previous programs are reviewed and
budget resources are reallocated to meet those needs for the following year that have
been identified as having priority.

Organizational Structure

The Department is divided into three geographic areas: Ohio North, Ohio Central
and Ohio East/Kentucky. Managers (Manager, Business Relations) are responsible
for directing activities 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.

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 external/internal 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;

o 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

s To serve as a liaison with customers by building meaningful relationships.
Collaborate, facilitate and interface regularly with other internal
departments to provide key data and information to help achieve operating
company objectives; interfaces with local media contacts.
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Practices and Procedures

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

Decision Making and Control

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

Internal and External Communication

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

Goal Attainment and Qualification

Annual individual and team goals are set at the beginning of each calendar year and
reviewed mid-year and at year-end to determine achievement levels. Evaluations
include the level of difficulty and effort exerted to achieve each goal, the
achievement level itself, and whether each goals was pursued in a manner, 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

[

VF Government & Reg Affairs -
41053 - Gova&Reyulatory Affairs.
o o
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Schedule 5-4.2

DUKE ENERGY
DUKE ENERGY OHIC

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

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

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

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 Governmental and Regulatory Relations. The plan includes evaluation
of current regional market conditions and an analysis of where Duke Energy
resources can best be leveraged to maximize Duke Energy Ohio assets and improve
the economic vitality of the service territory. Planning is approached using the
principal that an integrated gas and electric market development effort will result in
a more cost effective method of delivering a portfolio of services to customers.
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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 determine the activities needed to fulfill
their assigned responsibilities and goals, and recommend resource requirements
needed to perform these aciivities. 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. QOrganizational Structure

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 responstbilities of the Economic Development Department are as follows;

e Meet with interna! 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;

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

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

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

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

¢ Provide prospective customers with information on gas and electric rates and
opportunities to obtain the desired service at the most atfractive rate;

o 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
recruited to the service area.
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The responsibilities of the Business Development and Origination 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
e 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;

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

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

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

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

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

VL 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.

VIL. Iniernal and External Communication

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

Within Economic Development, openness and two-way communications are
encouraged between every level. Information regarding projects, progress toward
departmental goals and changes to corporate policies and plans are also shared
during departmental staff meetings. It is the 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.

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 2 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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DUKE ENERGY
. DUKE ENERGY OHIO
SUMMARY OF MANAGEMENT POLICIES, PRACTICES & ORGANIZATION
GOVERNMENT AND REGULATORY AFFAIRS DEPARTMENT
SER Reference: Chapter II (BY9)d)(v)

Policy and Goal Setting

The Government and Regulatory Affairs Department (Department) has general
charge of state governmental and regulatory relations. It maintains
communications with elected and appointed government officials on activities and
public policy issues related to 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 ebjectives as described in the
Working Environment Policy Manual through Department directives, procedures
and practices.

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

The Department uses participative management techniques in establishing
department policies and goals. Those impacied 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 suppoit of
those involved.

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 and corporate financial goals, and
includes an evaluation of achievement at the end of the year.
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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 structured input and feedback from all
Department staff members. Regular staff meetings are held to discuss pending
issues and decide what items require attention and the time frame under which
issues are to be addressed. In conjunction with the development of annual
individual and team goals, resources are directed toward the overall corporate
goals as developed by executive management. A participative process is used to
identify major internal and external issues and to develop response mechanisms.
All department personnel are involved in planning and review sessions. In
addition, previous programs are reviewed and budget resources are reallocated to
meet those needs for the following year that have been identified as having

priority.
Organizational Structure

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

¢ Ohio Government Affairs;

e Kentucky Government Affairs;

e Ohio and Kentucky Regulatory Affairs; and

¢ Ohio and Kentucky Environmental Affairs.

An organizational chart is attached as Exhibit GRA-1.

Resnonsibilities

This Department has general charge of state and local governmental relations, and
also state regulatory and environmental affairs. It maintains laisons with elected
and appoinfed 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 environmental
constituents;

» Providing timely and relevant information about the Company;

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

580



VL

VIL

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

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

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

Practices and Procedures

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

Decision Making and Control

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

Internal and External Communication

The Department is the primary communication conduit of the company for
legislative, regulatory, and environmental advocacy developments and for
company positions 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 rules 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 internally and externally.

581



VIIL

Goal Attainment and Qualification

Annual individual and team goals, set at the beginning of each calendar year, are
reviewed quarterly and at year-end to determine achievement levels and to make
any revisions which may be appropriate, given changed circumstances.
Evaluations include the level of difficulty and effort exerted to achieve each goal,
the achievement level itself, and whether each goal was pursued in a manner
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.

582



Exhibit GRA-1

Government and Regulatory Affairs Organization

Vice President

Government &

Regulatory
Affairs

(e

Director
General
Mgr;?ger Manager Executive Manager Administrative Stat; Env
G nment Reglonal Administrative State Assistant Ener
overn Affairs Assistant Regulatory sta 9y
Affairs Affairs Affairs

Page 34

583



Schedule S-4.2

DUKE ENERGY
DUKE ENERGY OHIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES, AND ORGANIZATION
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FEDERAL GOVERNMENT AFFAIRS DEPARTMENT
SFR Reference: Chapter II (B)(9)(a)(i,ix,x), Chapter II (B)(9)(d){(v)

Policy and Goal Setting

The Federal Government Affairs department (FGA) has general charge of federal
government relations. It maintains liatsons 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

o Identifics key federal policy issues that affect the Company’s value and
liability;

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

s Ensure access to federal and other officials.

The annual goals and objectives of FGA are designed to support the achievement
of the strategic and operattonal 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.

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 structured input and feedback from all depariment
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 internal
and external issues and to develop response mechanisms. All department personnel
are involved in planning and review sessions. In addition, previous programs are
reviewed and budget resources are reallocated to meet those needs for the following
year that have been identified as having priority.
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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

Responsibilities

This department has general charge of federal governmental 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:

o Establishing, maintaining, and strengthening communications between the
Company and legislative, political and regulatory constituents;
Providing timely and relevant information about the Company;

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

¢ Drafling, reviewing, negotiating and promoting legislative initiatives at the
federal level;

e Drafting position statements; review, analyze and respond to various
legislative and regulatory initiatives.

¢ Informing other employees in the Company of important legistative, 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.

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.

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-nceded 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.

Internal and External Communication

The Federal Government Affairs Department is the communication conduit of the
Company for external federal legislative developments which need to be interpreted
and communicated internally, and for Company positions which need to be relayed
to appropriate federal policy maker. External 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 external cominunications 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 concerns of the 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 retreais to
address various administrative needs, enhance creativity and productivity, and
generally fosters a positive working environment,

For all employees, internal communication 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-

586



VIII.

departmental communication. Most activities of the department will impact more
than one other department, so communication with the appropriate parties in an
appropriate timeframe is essential.

Goal Attainment and Qualification

Annual individual and team goals, set at the beginning of each calendar vear, 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 mdividual 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 iry to obtain feedback
from internal customers as to satisfaction with any assistance that the depariment
was able to provide to other departmental projects or activities.
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DUKE ENERGY OHIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES & ORGANIZATION

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

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

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 of the year.

-1-
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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 Managing 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 internal
and external issues and to develop response mechanisms. All department personnel
are involved in planning and review sessions, In addition, previous programs are
reviewed and budget resources are allocated to meet those needs for the following
year that have been identified as having priority.

Organizational Structure

The Federal Energy Policy consists of seven employees:
1 - Vice President

1 - Officer Team Secretary

1 - Managing Director

4 - Directors

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

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

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 fo Duke,
providing executives summarics of relevant federal reguiatory orders:

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

-2.

590



» Harmonizing business interests of the different internal 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 departinents. 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.

VIL. Internal and External Communication

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

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

VII. Goal Attainment and Qualification

Annual individual and team goals, set at the beginning of each calendar year, arc
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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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 Il (B)(9)(e)(vii)

Policy and Goal Setting

The Corporate Communications Department does not issue policy statements, but
supports the corporaie 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 '

o To inform employees on the Compary strategy, policies, objectives,
operations and activities.
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Sirategic Planning

Departmental strategic planning in Corporate Communications is coordinated
between the Senior Vice President and Chief Communications Officer and the
department managers and involves structured 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 atiention and the time frame
under which the issue s to be addressed. A participative process is used to identify
major internal and external issues and to develop response mechanisms. In addition,
previous programs are reviewed and budget resources are reallocated to meet those
needs for the following year, which have been identified as having priority

Organizational Structure

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; Internal Communications, External
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 chatt is attached as Exhibit CC-1.

Responsibilities

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

The Department is responsible for internal publications directed at employees,
external publications for businesses, sharcholders, 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 intemnal and external
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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Practices and Procedures

The Corporate Communications Department activities are reviewed through an
approval pracess involving the Chairman and CEO, Chief Strategy and Policy
Officer, and select senior executives and committees. All published information for
external 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 internal
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 external and internal inquiries in detail on topics in
their area of expertise. News releases are reviewed and approved by appropriate
technical, legal and senior management personnel.

Decision Making and Control

Departmental decision-making and conirol 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 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.

The department has moved decision making to the lowest practical level in the
organization. Managers have authorify 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
mectings, and information is exchanged about emerging issues internally and
externally.
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Internal and External Communication

The total communications program is designed to provide a basis for the Company’s
stakeholders to gain additional knowledge of the 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
internal 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. Tt 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

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, employce surveys, publications surveys, established feedback
loops with internal clients, and media iracking. 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 GC-1

DUKE ENERGY MANAGEMENT STRUCTURE

Senior Vice President & Chief Communications Officer
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Exhibit CC-2

This e-mail distribution is belng 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-enerqy.com.

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 lock 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 1D 2950) needs
volunteers to work in the butterfly display room greeting visitors, guarding the door or
assisting in the Education Room with crafts.

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

e« Community Resource Center Inc. (Project 1D 2619) in Cincinnati needs help now through
May 31 sorting thousands of packages of batteries by type and expiration date.

s The Diocesan Cathelic 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 inierested 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
voluntesr event to the site; view the current list of project opportunities and so much mora.

REMINDERS

Midwest Exchange System OQutage

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 EXcincymbQ3 and EXcincymb04 servers will be
affected.

If you have an urgent business need and require e-mail access duning 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 pian 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 scheduie does not alfow
them fo 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 humber. 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 38 each in the View Level. Duke Energy employees working cutside 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 fo handie lost and found items for the Downtown Cincinnati campus. Any
found item should be turned in at the Fourth and Maln Corporate Security desk, located on the second floor
near the cafeteria. Lost items shouid 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 pags.

To submit information for Ohio/Kentucky Weekly, e-mail your requests to
InternalDistOCHKY@duke-energy.com. Please submit your request by NOON Thursday for

distribution on Friday.

599


mailto:lnternalDistOHKY@duke-energv.com

)

Exhibit CC-3

managerupdate@duke-enargy

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

Company Reports Strong First Quarter

Early Tuesday, the company announced 2007 first guarter 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 Initiatives
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 pieased 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.”

Confused by Media Reporis?!

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, iook 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.

Details Unveiled on Save-a-Watt Regulatory Approach
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.

Decision Expeclted Soon on Ghio Gregn Power Pilot

A decision by the Public Utilities Commission of Ohio is expected saon
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 higher cost of renewables. Once approved, the program
will be available within a few days to Duke Energy Chio customers.

Indiana IGCC Project Achieves Another Milestone

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 1GCC 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 IURC, receiving the
air permit and approval by the Duke Energy Board of Directors.

Upcoming Dates of Interest

** May 10 - Annual shareholders’ meeting, Charlotte

** By end of May — Company to file revised cost estimates on new
Cliffside (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

Feedback

“Manager Update” is generated by Corporate Communications.
Comments are welcome and can be sent to Anne Sheffield
(asheffie@duke-energy.comj.
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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)

Policy 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 Policy 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 with 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 promuilgated by the Chief Legal Officer upon
the Chief Legal Officer’s own initiative or with input and advice from the atforney staff.

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 with 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 fo support the Company’s strategic plan.

Organizationa] 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 of the 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. Al 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 directly to the President and Chief Executive
Officer of Duke Energy

An organizational chart is attached as Exhibit LG-1.

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:

e Providing general legal research and advice on matters which may atise in the
course of the Company’s business;

e 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,

e Promptly 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;

s 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
concerning Company policies and procedures;

o 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 of the Company’s business;,

s Assisting Company officers and personnel in protecting valuable intellectual
property of the Company;

¢ Drafting documents and providing legal support for transactions for the
Company;
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Reviewing and advising on contractual obligations of the 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 of the
Board of Directors with objective evaluations, appraisals, and recommendations
concerning the organization’s activities and internal control structure. Corporate
Audit Services provides these services through audits, reviews, other assurance
projects and investigations for Duke Energy Corporation and its majority-owned
subsidiaries and affiliates.

An organizational chart is attached as Exhibit JA-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 structure charts, and coordinating the naming of officers and
directors of Duke Energy and its subsidiaries as well as complete annual filings for
each company. The Corporate Secrefarial Section also assists in execution of
corporate transactions, including entity formation and dissolution, mergers,
conversions and sales. The section head of this section reports directly to the Group
Executive and Chief Legal Officer of Duke Energy. The General Counsel’s Ethics and
Compliance Officer also resides in this section.

An organizational chart is attached as Exhibit E&C-1.

3) Securities and Financial Reporting

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 with the federal securities laws

e Advice and assistance with periodic and current reports, proxy statements,

information statements, and other 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

e Advice on and compliance with the Sarbanes-Oxley Act of 2002
Advice on and compliance with the New York Stock Exchange regulations

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

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

e 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
& Securitics along with two other associates.

4) US Franchised Electric & Gas Section

Counsel in the Office of the General Counsel’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 in proceedings
determining the rates and tariffs applicable to regulated gas and electric service. Duties
in rate cases involve the entire gamut of case preparation and development and of case
strategy in conjunction with Rates and Regulatory Accounting Department personnel.
This section also functions as trial counsel. Its responsibilities also include territorial
matters, customer relations and demand side management issues. Counsel 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 rulemakings, roundtables and other
policy-setting initiatives of the respective state regulatory agencies, the Public Utilities
Commission of Ohio, the Kentucky Public Service Commission, the Indiana Utility
Regulatory Commission, the North Carolina Utilittes Commission, the Public Service
Commission of South Carolina, the Federal Enerpy 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 of the 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 of the 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 .

0) Corporate Legal Services Section

Counsel in this section address labor & employment, environmental health and safety,
commercial operations, litigation and discontinued 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 of the 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, with primary
responsibility for representing the Company in all credit and collection related matters
including bankruptcy cases, and preparation of testimony and exhibits for trial. This
section also deals with revenue recovery, theft of energy, and security issues, preparing
and overseeing implementation of all security procedures.

Counsel for environmental matters has responsibility for all environment-related
issues, primarily compliance with the myriad federal and state laws and regulations.
Counsel also advises on licensing and the siting of utility facilities. This entails
representation of 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 Safcty 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, construction, engineering services, procurement of coal, gas, nuclear fuel,
limestone and lime, rail and barge transportation, software licensing, long and short
term power purchases or sales, and capital expenditures at the generating stations. In
addition, the Commercial Operations group is involved in negotiating agreements to
acquire or dispose of Company assets such as acquiring new generation or selling
existing generation. They also assist the Company personnel with resolving contract
disputes with 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 administrative proceedings for
labor and employment disputes. Employment and labor law counsel also provides
primary responsibility for the following functional areas:

o 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 of the 1964 Rights
Act, the Fair Labor Standards Act, the Americans with Disabilities Act, the Family
Medical Leave Act, the Age Discrimination in Employment Act, the Health
Insurance Portability and Accountability Act, the Uniformed Servicepersons
Employment and Reemployment Rights Act and similar federal and state laws, as
well as representation before the EEOC, Department of Labor, and other such
agencies;

s  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.

Page 6 of 31

608



N

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

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 attorneys, paralegals and law clerks.

Legal and Administrative Support Personnel]

The legal and administrative support personnel provide document and administrative
support for lawsuits, alternative 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.

Practices and Procedures

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

The attorneys within each section work independently or in collaboration, as
appropriate, on matiers assigned to them within their areas of expertise and
responsibility. To maintain continuous service to all departments, counse! within each
section back-up each other to provide assistance when necessary and all counsel are
encouraged to coordinate with and work closely with attorneys in other sections, when
appropriate, Regularly scheduled weekly meetings between the Chief Legal Officer and
the Chief Legal Officer’s direct reports are forums for reviewing 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 within each section for similar purposes. Other meetings are
called when necessary to address particular issues, problems or concerns, which may
then be assigned for study, resolution or recommendation of an appropriate course of
action.

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

Outside counsel is carefully selected based upon, among other factors, need, expertise,
reputation and cost. They are required to provide billing details for scrutiny 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 of the work being performed.
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Decision Making and Control

The responsibilities for decision making rest with the organizational level that has:
o The information to effectively implement the decision;
¢ The necessary facts to apply sound judgment based on Company policies,
procedures, and directives; and
e 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.

Intemal and External 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 fo 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.

Goal Attainment and Qualification

Due to the individualized and independent nature of attorneys' work, readily quantifiable
means of measuring performance are difficult to construct. The effectiveness of the
attorneys is reflected in the successful conclusion of a case or hearing, in a favorably
revised statute or regulation, and in the positive feedback from Company departments
and outside firms with whom they work.
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All attorneys, law clerks, paralegals, secretaries, and all other support staff are given
performance reviews each year, which indicate individual achievements of the past year
and set goals for the following 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
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Exhibit LG-2

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Senior Vice President Legal, Franchised Electric & Gas

e’
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Exhibit LG-3

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Senior Vice President Legal, Corporate Legal Services
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Exhibit LG-4

DUKE ENERGY MANAGEMENT STRUCTURE

Senlor Vice President Legal, Commercial Businesses

Asc Gen
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Exhibit IA-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Vice President Audit Services
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Exhibit E&C-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Corporate Secretary & Senior Vice President Ethics & Compliance
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1.

Schedule 5-4.2

DUKE ENERGY
DUKE ENERGY OHIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

INTERNAL AUDIT SERVICES
SFR Reference: Chapter II(B)(9)(b)(vi)

Policy and Goal Setting

The Company has an internal audit function (Corporate Audit Services) with
approximately 40 in-house personnel. Audit Services engages external 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 of the Company’s activities and internal control structure to all levels of
management and the Audit Committee of the Board of Directors.

Strategic Planning

Corporate Audit Services conducts a risk planning process 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.

Orpanizational Structure

Corporate Audit Services is led by the Vice President of Audit Services, who
reports functionally 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 units

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 IA-1.
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Responsibilities

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 properly.
To accomplish this objective, the Corporate Audit Services Department will:

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

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

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

. Interact with various Duke Energy governance groups as required

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

. Review compliance with established laws, regulations, 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 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

. Execute the annual audit plan, as approved, including any requested special
audits or projects as appropriate

. Maintain a professional audit staff with sufficient knowiedge, 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

Page2 of 4
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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 2 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 Internal Auditing of the Institute of Internal

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).

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.

Decision Makmg and Control

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

VI, 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

Officer Tearm Secretary- 2 -2

41028 - Audit-Sves -
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Exhibit IA-2

Audit Services Policy

Applicability: 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 that
enable Duke Energy to achieve superior performance. In conjunction with the delivery of these
services, Carporate Audit Services will:

- Champton Strong Controls

— Drive Effective Risk Management

- 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 subsidlary business units and affiliates, to provide and
support a strang internal audit department as an independent assurance function for the purpose of
advising and assisting all levels of management and the Audit Committee of the Board of Directors with
objective evaluations, appraisals, and recommendations concerning the organization’s activities and

internal control structure,

Duke Ernergy management, including the Board of Directors and the Audit Committes 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 properly. 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

e« 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

s Conduct selected speclal 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

s  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 (COS0) framewcrk 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 (“controi

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 framewark.

Accountability: Roles and Responsibilities

The Corporate Audit Services Department must maintain independence and objectivity in their work. In
arder to maintain this independence, the Corporate Audit Services Department reports functionally to
the Audit Committee of the Board of Directors and administratively to the Group Executive and Chief
Legal Officer. This reporting relationship is designed to provide sufficient authority to promote
independence and to ensure 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 managament
Communicate directly with the Audit Committee, as needed

s Allocate resources, set frequencies, select subjects, determine scope of work, and apply the
technlques 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 responsibillties 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 pian 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 coflective 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 spectal audits or
projects as appropriate

¢ Maintain a professional audit staff with sufficient knowledge, skills, experience, and retevant
professional certifications to perform its responsibilities
Wark 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 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

e« Discharge these responsibilities in a manner consistent with the purpose and objectives set
forth in this policy, with the Duke Energy Code of Buslness 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:

s 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 expesures
communicated by Corporate Audit Services

& Provide full and unrestricted access to all Duke Energy (including subsidiary business units and
affiliates) functions, records, property, and persannel

* Provide any necessary assistance or resources to Corporate Audit Services personnel to
facilitate the execution of their responsibilities
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II.

Schedule 8-4.2

DUKE ENERGY
DUKE ENERGY OHIC

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

ETHICS AND COMPLIANCE
SFR Reference: Chapter II(B)(9)(b)(vi)

Policy 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.8. Sentencing Guidelines in order to mitigate
Duke Energy’s risk of non-compliance with state and federal regulations.

The objectives of the Corporate Ethics and Compliance Program at Duke Energy
are to:
1. prevent, detect and act on unethical 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 of the Chief Ethics and
Compliance Officer and the Chief Legal Officer. At the end of each year, the
performance of the team as a whole and of individual team members is evaluated
and incentives are awarded proportionate to the level of overall achievement.

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 of the 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 of the Ethics and Compliance department support
the overall strategic direction of the company.
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111 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 of the 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 of the
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-1.

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 Fthics and the anonymous Ethics hotline.

s 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

o Reporting the results of the compliance program to appropriate audiences
including the Board of Directors and external 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

Page 24 of 31
630



¢ [mplementing, menitoring and measuring the effectiveness of other controls
specific to the lines of business

¢ Performing risk assessments and training personnel on external laws and
internal 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 of the letter and intent of the 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 Monitering components of the 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 internal and external
counsel, internal regulatory personnel, external regulators and compliance
professionals from other organizations. Various communication media (the
Internet, print, etc.) is routinely monitored to identify proposed and final rule
makings from relevant regulatory agencies, the published resolutions from dispute
settlements within the industry, and new compliance developments from other
industries.

Educate:

The objective of the Education component of the Program is to ensure that

applicable personnel are knowledgeable about the Program and understand the

letter and intent of the 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 isa
joint effort among Ethics and Compliance, Legal (Internal and External, as required),
Regulatory, Governmental 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 of the
function, takes the lead in rolling out the training course.
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Monitor

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

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 govetrn 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 of the 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 of the Discipline component are to ensure:
» proper incentives are in place to support ethical and compliant behavior and
actions to prevent or detect violations; and
" aproper response is implemented for violations of the 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 structure;

s jdentify and report unethical and non-compliant activity to Management and
HR for their proper response (see Monitoring and Reporting);

* be informed of the resuiting discipline and escalate concerns if the resulting
discipline is not sufficient;

* monitor the implementation of the organization’s response to ensure it is
carried out consistently.

Review

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

The Review is focused on two parts:
* Are the processes and procedures in place designed effectively to mitigate 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 structure, design and implementation of the Program is effective given the
makeup of the 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.

V1.  Decision Making and Control

The decision making component of the Corporate Ethics and Compliance Program at
Duke rests at various levels of the organization. On the Compliance side, decision
criteria are clear cut and are based on whether basic compliance requirements are met.
On the Ethics side of the 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. Internal and External Communication

Because the structure of the Program incorporates multiple functions and is designed
to leverage those functions in whose primary responsibility feeds a component of the
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.

VII. Goal Attainment and Qualification

Departmental goals are set at the beginning of the 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.

Page 27 of 31
| 633



Exhibit E&C-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Corporate Secretary & Senior Vice President Ethics & Compliance

|
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Exhibit CSUM-5

Duke Energy Employees:

The Duke Enargy Charier establishes aur purpose, objectives, values and measures of success. One of our
core values is integrity — ethically and honestly deing what we say we will do — both as individual employ-
¢0s and as a company.

Our Coge of Business Ethics (CoBE} establishes stardards of business cenduct designed to help sach of
vs 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, al employees are
L respensible for being familiar with aur CoBE so thal you understand what you need ta do when faced with
an ethice! dilemma.

You are encouraged to bring work-related concems, incluting suspected violatiens, first to your supervisor,
if you are uncemfortable in doing $0, yeu are free to $alk to asother member of management, a human
resources represantative or someons i the ethics and compliance office. Additionally, the EthicsLineis a
ihird-party resaurce you can use, and you can do o anonymousty. The impertant thing is that you talk to
sameone, and this CeBE is your guide.

For former Cinergy empleyees, this CoBE shouid be used in conjunction with the Cinergy Werking
Envirosment Policy Manual (WEPM}, which remains in effect untii bath the CoBE and WEPM are merged in
the fufure.

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

fim Rogers
President and Chief Executive Officer

CODE OF BUSINESS ETHICS page 3
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About the Code

Duke Energy's Code of Business Ethics describes
ethical nsks for employees, pravides guidance to help
recognize and deal with sthical issues, and explains
how to report unethical conduet and help loster a cul-
fure of integrity and accountability. This Code applies
to Duke Energy, its subsidiaries and its affifiates.
Contractors, suppliers and vendors are expacted to
suppott effective compliance grograms within their
own organizations. Some sactions and topics may

be more relgvant to certain functions or depariments
tham t¢ others. However, since one instance of a
person failing 1o act with integrity can damage the
company s hard-earned reputation and compromise
the public’s trusi, every Duke Energy employee is
responsible for being familiar with the entire Code.
The Code has been adopted by the company's board
of directars and represents a comniitment to promote
an grganizational culture that encourages ethical can-
duet and compliance with the law. A separate Code of
Busingss Conduct and Ethics applies to Cuke
Energy s board of directors.

Duke Energy employees should be aware thai:

* This Code cannot anticipate every possible situa-
tion oF cover every topic in detail. If a situation is
unclear, employses should ask for guidance beforg
taking achon.
Most of the tapics covared in this Code are
gxplamed in greater detait in a company palicy.
From time to time the company may establish
training pragrams to address specific areas of risk,
Reading this Code is not 2 substitute for complet-
ing traiming and complying with specific policies
and procedures.
This Code dees not necessarily tzke into account
al! applicable legal requirements. More restrictive
laws or requirements take precedetice. Where
applicabls legal reguiraments conflict with the
standards in this Code, employees should ask or
guidance before taking any action.
The existence and pravisions of this Gode do nof by
themselves craate any additional centractual right
to continued employment. However, to the extent a
contractual right to continuad employment is pro-
vided by anplicable law, this Code is part of and is
incorporated into any existing employment coniract
between Duke Energy and its employees.
« ke Engrgy employees may be asked periodically
Yo certify compliance witk this Code.

This Gode, ravised in January 2007, supersedes
all previous versions of Duke Energy’s Code of
Business Ethics.

-

*

»

CODE OF BUSINESS ETHICS Entroduction
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How Our Values Relata to the Code and
Our Policies and Procedures

Duke Energy’s charter sets forth the values and
behaviers that apply to a wide varisty of situations,
while this Code focuses on what to do when spaciiic
ethical issues arise. Put another way, the charter val-
ues point us in the right dirsction, and the Code
guides our actions in specific situations.

When 2 parlicular standard of behavior does not
provide enough detail, the company s pelicies ang
procetfures can provide additional infermation,
Poficies support the standards in the Code, are broad
and endunng in nature and define accountabilities
that may be audited.

Proceduras are based on specific business unit
needs, while they align with and fully support enter-
prise policies. Business units are expected to sat.
manage and control policies and procedures for fasks
that do not directly refate to an enterprise risk area.

Reporting Compliance Issues

Duke Energy employees have a responsibility to report
vialations of this Gode. applicable laws or govern-
mental regulations while performing work for the
company. Employees are alse expected fo report any
threat to human heatth, safely, the environment or
the company's assets.

To report a violation:

* Talk to your supervisor or their manager, your
human resources representative, ar the ethics and
campliance 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 Commitiee of the board of diractors reviews
concerns regarding questionabla accounting, internal
financial centrols {insluding internal accounting con-
trois) and auditing matters reported 1o the ethics and
compliance office, or the Ethicsline, which allows
anonymous raperiing.
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The Ethicsline
1he EfthicsLing is a worldwite reporting sysiem
through which employees can:

* Angnymanusly report suspested unpthical and crim-
inal conduct. or emvirsmental, health and safely
CONgerns.

* Ask questions fo eesolve ethical dilemmas within
the organization without fear of retribution.

You may discuss fssues such as:

» [mployee misconduct

= Harassiment in the workpiace

» Environmental, hgalth or safety concems

* Fraut

+ (eshionsble aceounting, internal controls or
auditmg matters

« Canflicts of infarest

* Misuse of company assets

* Regulatory violations

« Any hehavior you believe damages Duke Enargy's
reputation.

Should you chonse 1o dentify yourseif, your identity
will he kept confidential to the extent permissible by
13w and feasible to permit an mvestigation.

The servica 15 available to vou 24 hours a day,

7 days a week. You may make a toil-free call to
the fellowing numbers anylime. day or night:

United States/Canada 800-525-3783

Argentina 0800-666-1698
Brazil (0800-891-4140
£t Salvador 800-6203

Peru 0800-52-417
Balwia 800-10-0397

For cotntries nat fisted. fotlow standard international
calling procedires 1o cail the United States/Canada
tall-{ree number.

You may also use www.dukeenargy-ethicsline.com to
sutimit @ repart or inquiry via the Web.

The Ettucsting is staffed by an independent third
paity ihal Duke Encrgy has retained. When you con-
tact the Ethicsline, you can jrovide your name or
choose fa remain angnymaus.

You can expect to:

« Be asked fo provide mformation reparding your
guestions &f concerns.

» Be assignad a unique repart number

» Have Duke Energy inliate an investigation into the
suspectad viglation.

* Have Lhe epportudity to follow up with EthicsLine
to find out the status or outconse ef your report.

Additional Resources

For more informmation or to repori a vialztion of the
Code, yeu may e-mail Duke Fnergy’s eihics and
comyliance office at ethicsofficerd@duke-energy.com
or contact fhie ethics and compliance office directly.

Retaliation is Prohibited

Duks Energy values clear and open communications,
and respects the coatrbutions of all employees.
Buke Energy will ngl reialiate against any employse
who in good faith reports suspected unethical con-
duct, violations of faws, regulations, or company
policies. Duke Cnergy will not tarminate employment,
demote, transfer to an undasirable assignmant or
otherwise discriminate against an employee for call-
ing attention to suspected illegal or unethical acts,
incleding providing infarmation related to an investi-
gation. However, Duke Energy reserves the right to
discipline any employee who knowingly makes a
false accusation or providss false information ko the
company or others.

Dur Responsibilities as

Duke Energy Employees

All Duke Energy empioyees have a responsibility to
understand and folow this Code in their business
dealings.

Duke Energy emplayess must:

* [oliow the law, this Code and related policies. This
responsibitity cannot be delegated or assumed by
the company or any SUpBAISr.

« When uaciear about a situation, stop and ask for
guidance hefore {aking action.

» Fallow the regorting process if you hecome awara
of a suspected vislation. Use the EthicsLine if
uncomfortable with other reperting oplicns.

« Complete required training on the Code and peri-
odically certify compliance with the Cada.

Additiona} Leadership Responsibilities
Duke Energy employees in a leadership position
{supervisors, managers and senior leaders) have
additional responsibitities regarding this Code.

Ouke Energy leaders must:

« Set the tone "at the top," by modeling exemplary
ethical business contuct.

» Provide required training for emplayees.

» Answer employee questions ahoaf the Code and
the company's valugs, piiicies and procedures.

« Promptly respond to employee reports of violations
or requests for guidance.

+ Foster an environment of clear and apsn
commupication where employees {eel comfortable
hiinging issues forward.

CODE OF BUSINESS ETHICS intraduction
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Consequences of Violating the Standards

in the Cade

Failure to abey laws and regulations violates this
Code and may expose both you and the company tc
criminal or civil prosecution. Any vitlation of this
Code or Duke Energy ethics and compliance pro-
grams may resedt in correckive action up to and
including empioyment termination. The company may
seek civil remedies from an employee and refer
criminal misconduct to law eaforcement agencies.

Waivers of the Code

All employees are expacted fo follow the standards
set forth in this Code. Any waiver fram any part of
the Code reguires the approval of a group executive.
For execitive officers, a waiver requiras the exaress
approval of Duke Energy's board of divectors and will
be promptly disclosed te shareholders.

Ethics and Compliance Office

The role of the ethics and compliance office is to
prevent and detect iliegal or unethical conduct, sup-
pori Duke Enargy’s business values and reinforce
ethical behavior through the Code and relaied educa-
fion and training.
Chief Ethi

Julie S. Janson

Ethics
Alten J, Stewart

Camgliance
Tom J. Wiles

Ethics and Compliance Managers
Corporate

Sharen A. Brooks

.S, Franchised Electric and Gas
Jackie I lynch

liance Offi

Jean &, Disudonne

Commercial — {ntarpational
lackie H. Sakinas

page 5
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Duke Energy demonstrates
accountabifily in all aceounting
(inciuding time reporting) and
financial reporling practices.

Alf empioyees must accept respon-
sibility for the accuraey of written
records and public staternenls so
that we can maintain the trust of

our stakeholders.

page 6

Duke Enarpy's internal controls over financial report-
ing are consistent with the application of genzrally
accepted accounting principles (GAAP).

They help protect owr financial accountability by:

* Asswring management's autharization of finansial
transactions

» Ensuring that financial transactions are praperly
recorded and posted

« Satisfying government and other regulatory
requicements

« Providing feasanable assurance that we are in
compliance with GMP and applicable tax laws.

Responsibility in Reporting

Duke Enargy's results of operations ant financial

condition are reported using GAAP and in compliance

with applicable laws and regulations. Duke Energy

prides itself on ihe teansparency of its financial and

non-financial reporting. fo this end. we provide inde-

pendent analysis and reparting of. among ether

things:

= Eamings for commen stock sharsholders

+ Non-financial tiata (examples include data ratated
to environmental responsibility, key strategic initia-
fives and community involyement}

« Cureent and future pppartunities, threats, strafegic
plans and critical success fastors

* Revenue recognifion

+ Markst risks associated with commodity prices,
credit exposure and interest rates

« (ommitment to ewr company’s valugs.

It is ceitical to Duke Energy's reputation that informa-
tion grovided ko management and the public is accu-
rate, fair, complete, objactiva, understandable, timely
and relevant. Thiis applies 0 hoth financial and non-
financial data, and fncludas information in public
comemunications as well as in documents filed with
regulators. Misstating information can carry serious
criminal and civil fines and nanalties for Duke Enargy
and personai criminal liability for employses.

Duke Ensrgy 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-financial
reporting.

Emplayees should report immediately if they are
pressuredl, threatened o1 aware of instances such as:

« Use of guastionable accounting techniques

+ Managemeni of earnings

« Manipulation of results to meet targets for
incentive plans.

Exhibit CSUM-35

Qur Respansibilities

Duke Energy employees are expected to be truthful
and accurale in their accounting and time reporting
mactices. Financial professionals are expected to
stay up-to-date with all financial reporting regula-
fions relatad te their job functions, and to repart
financial statement itams in a manner consistent
with applicable laws and GRAP All Duke Energy
employees involved in public reporing or communi-
cations are expected to produce disclesures that are
full, fair, accurate, timely and understandable.

Duke Energy employees must:

+ Maintain books, accounts and racords according to
GAAP, using sufficient detail to reflect Duke Energy
{ransactions accurately and fairly

+ Record transactions in a timely mannar

* Report if financial siatements are believed {o be
misstated or manipuiaied.

Employees must not:

« Manipulate financial accounts, racards er reports

* Maintain off-the-book accounts to facilitate ques-
fionable or iflegal paymenis

» Take any action, or cause anyone ¢lse to take any
action, to influence, coerce, manipulate or misfead
auditors for the purpose of making financial state-
ments misleading.

CODE OF BUSINESS ETHICS Accuracy of Books and Recoids ang Reporting of {nformation
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Duke Energy’s value s maximized by
ihe complernentary capabilities of s

affifiates.

Duke Energy is subject to regutation by various energy
regulatory commissions, including federal, certain
state, and provincial commissions. These commis-
sions have specific codes and standards of conduct
{Affiliate Rulas) that address matiers suchi as undue
discrimination and preferentfal treatment tetween
regulated compenies and their affiliates.

The purpose of these Affiliate Rules is o prevent the
regulated husinesses from subsidizing the activities
of their affiliates, and to prevent the affiltates from
gaining an unfair advantags because of their refation-
ship with the repulated businesses.

Generally the Afiiliate Rules include:

+ Physical and arganizational separation require-
ments hetweer the repufated business units and
certain affiliates

« Restrictions on shaing directors, afficers, and
employees

+ Prohibitions on the sharing of fransportation or
market infarmatian

+ Restrictions on the disclosure of customer
infermation

* Requirements for equal access to regulated service
and prohibition agains! undue discrmination in
providing regulated service

+ Restrictions on transactions betwaen regulated
business units and affiiates, such as transfer
priceng provisions, prohibitions on cerfain financial
transactions, and reguiatory approval and regori-
Ing requirements

» Terms for sharing certain services and resources

» Restrictions on certain financial transactions
hetween regulated business units and affiliates

* Restrictions on making refersals to or endorse-
ments of affiiates.

Compiiance with both the latter and spirit of the
Affiliate Rules demonsirates intagrity.

Our Responsibilities

Duke Energy smployees involved in the following
activities for ar with a reguiated business nit are
expected 1o understand and comply with the Affiliate
Rules.

« Transferring goods or services

+ Sharing customer, market or fransporiation
information

* Proviting regulaledsiariffed services io an
affiliate

» Marketing activities, including referrals or
endersements

* Sharing employees, Services, oF reSOURCES.

CODE OF BUSINESS ETHICS Aifitiate Rules

Exhibit CSUM-5
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Duke Energy’s contractual
agreements govein our Dusiness
refationships and ensure Hiat

Duke Cnergy's intellectual property,
business agreements and confiden-

tial information are protected.

page 8

Because the laws governing contracts are nemerous
and complicated, policies and procedures are in
place to ensure that any conlract enterad info on
hehalf of Duke Energy has the appropriate level of
feview and aoproval,

Our Responsibiiities
Duka Energy eraployess who enter into contracts on

Duke Enerpy's hehalf must have proper authorization,

including logal review where applicable, prior fo the
execution of any such confract,

Buke Energy empioyees must:

* Know what types of contracts we are authorized to
execuie on hehalf of the company, i any.

+ Comply with Duke Energy policies and procedures
for entering inte contracts.

* Where required by policy, make sure that a con-
tract agant reviews and approves any contract,

Employees must not:

* Enter into any contract on hehalf of Duke Energy
without proper review and autfiorization.

CODE OF BUSINESS ETHICS Approval of Busingss Transactions. Contract Autharizaticn.
Delegabon of Authority and Purchasing Gontrol

Exhibit CSUM-5
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Duke Epergy's brand identity and
inlellectual property are among its
most valuable assels. The loss of or
injury to such assets could have a
serious financial impact on the
company. Violation of the intelfectu-
al properly rights of ofhers breach-
es our value of integrily, and may
subyect both the employee and
Duke: Energy to substaniial liability,

including criminal penalties.

Emplayees demanstrate accountability by consistently
and appropriately protecting the infellectual proparty
rights of Duke Energy and honoring the intellectual
property rights of third parties (e.g., copyrights, trade-
marks, service marks and patents). Employees must
afse 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 sharehgllers.

Our Responsibilities

Duke Energy employees are expected to protect the
intellectual property rights of Duke Energy, including
the Duke Energy name and loga, taglines, inventions,
processes and innovations and to respect thase of all

third parties.

Duke Energy employees must:

« Follow the Brand Guidelines when creating materi-
als using the Duke Cnergy name, mack or logo.
Understand that any intellectual property crealed
by a Duke Energy employee in the performance

of his or Tier job rasponsibiliiies belongs te

Duke Enesgy and that innovations must be shared
with the company {0 ensure adeguate protection.

« Repor any unauthorized use of Duke Energy’s
copyrights, patents, service marks of frademarks.
Respact alf intaliectual properfy that Duke Energy
has receivec from third parties under confidentiali-
ty or license agreements.

= Gbtain permission to use a third party’s trademark,
service mark or other intellectual property.

Use inventions petented by third paries only within
the terms of a licanse agresment.

Be accurate and truthful in communication of
information about Buke Energy products and
Services.

Adhere to established brand standards when
producing any materials, including advertising,
publications, oit-line materials and other itemns
using the Duke Energy or subsidiary companies’
naimes or gos.

-

Employees must not:

« Make copes of copyright-protected materials unit
Duke Enargy has obtained permission fram the
copyright holder or determined 1hat fimited copying
is legally permitte.

= Copy or distribute software or related documenta-
tion without first ensuring that it is permitted by
the hcensing agreement.

* Use company letterhead, company e-mail or refer-
ence to our business addvess of title when
exprassing a personal viaw in a public forum,

COBE OF BUSINESS ETHICS Brand Management and intellectual Pioperty
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Q&A
{: What is intellectual progerty?

A: *Intellactual property” denotes the legat rights that
may be secured in virtually any creation of the
human mind er intellect {for example, an idea,
invenkign, machine, device, process, program,
software, drawings, biueprints, name, logo or slo-
gan) or that may be legally protectible {such as a
patent, copyright, trademark, service mark, and/or
trade secrat).

(: What types of proieckions are available for
inteliectual property?

A: The type of protection available depends on the
type of infellectual property involuad.

« Copyrights protect original and tangible works of
atitharship such as books, brochures, reports, pro-
posals, advertisements and other iiterary works, s
well as works of 2rt, drawings, photographs,
wideos, maps, chasts, musical works, audiotapes
and software. A copyright prohibits unauthorized
copying or downloading of these works.

Patents protect new and nen-obvios inventions,
such as machines, apparatus, devices, manufac-
turing components, chemical compositians,
processes, methads and omamental designs. A
patent permils inventars and patent holders o
exclude others from making, using or selling the
same invention.

Trademarfs and senvice marks are words, phras-
es, symbots and designs which identify and distin-
guish the source of goods or services from those of
others. Registration of a frademark or service mark
restricts its use by others. In some circumstances,
a trademark or service mark may be protected
fram such use without registration.

Irade secrets are any information used by a
business such as formulas, processes, devices
and customer fists that have economic value
because they are ot generally known or easily
discevered by observation or examimation, and for
which reasonahle efforts have been made to main-
tain secrecy.

page 9
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Duke Eneigy maintains the highoest
feval of integrity when dealing

with government officials and
members of the privale sector.
Giving anything of vilue to such
individuals 1may raise giestions
abou! Duke Encipy's imtegrity.

We temonstrate accountabilily

by refusing to give gifts or make
payments that are fitended 10
influence, or could appear (o influ-

ence, husingss decisions.

page 10

Bribery laws prohibit companies from directly or
indirecily promuising, offering or making payment of
money or anything of value ta ahyone (including a
gavernment official. an agent or employee of a politi-
cal party. {abor orgamzation or business entity, or a
political candidate} with the intent fo induce favor-
able business ireatment or to improparly affect busi-
ness or government decisions.

Decisions about gift giving must be carefully evaluat-
cd. b general, Duke Energy does not consider ord:-
ntary anit reasonable husiness entedtainmant, or gifts
of naaiinal value that are customary and legal in the
local market, te be improper. We recopnize thatin
certain cultures, gifts of a more substantial nature
may be customary and expected.

However, we also recognize thal the giving of improp-
er gifts or paymenis can undermine customer rela-
tiiships. damage our reputation and resuit in fagal
nanalties. Emplovees must refrain from giving gifts or
making payments that are intended to influence, or
could appear to inftuence, business decisions.

Note: These laws and regutations are complex and
can vary fram country te couatry, and even within a
country {e.g.. local versus national officials) and from
state to state. This Gode does ot necessarily tahe
into account all local Jegal reguirements and you
should be aware that mare restrictive local laws take
precedence over this Code.

Our Responsibilities

Duka Energy employeas are expected o be extremely
careful when giving anything of value ta third parlies
{o avoid giving the impression that we are trying to
influence another person’s business decision,

Duke Energy employees must:

« Ensure that business entertainment provided i
third parties is reasonable and customary.

= (ffer only gifts that are considered customary,
reasonable, legal and of neminai value in the
lnca! market.

Exhibit CSUM-5

« Obtain prior approval from management before
making a decision about whedher or not fo offer a
gift that is of more than nominal value in the local
markst.

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

* Ungerstand that it is generally not acceptable to
give pifls or gratuities 10 any federal, state or focal
government employees.

Employees must not:

» Give pifts that are intended fo influence, or appear
to influence, business decisions.

= Agree o provide arly payment or other kickback in
return for favorable ireatment for either the
employee or Duke Energy.

G&A

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

A: A gift or payment is impraper if it is used 1o infly-
ence, or appears to influence, a business decision.
I you have questions as to whether a gift or pay-
ment could be considered improper, seek guidance
before taking any action.

CODE OF BUSINESS ETHICS Bribery, Kickbacks and Other Improper Payments
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The giving and receiving of gifts ar
entertainment can be importani
and appropriate ways of buifding
and maintaining proper Business
refationships. However, in order o
maintain trust and iitegrity with
our business partners, it is impor-
tant to be prudent when accepting

business courtesies.

Qur Responsibilities

Duke Energy employees are expacied to act with
integrity when deciding whether to accept a business
courtesy {i.e., anything of value for which the recipi-
ent does nat pay fair market valie, including gifts,
services and entertainment).

Employees wha are buyers, whe influence buying, or
who are involved in procurement fransactions in any
way {e.p., determining specifications, evaluating dids,
chioosing vendors or suppliers) must be especially
carefuf when deciding whetler to accept 4 business
coltesy,

Duke Energy employess must:

» Accept only persanaf gifis that would be considered
common business courtesiss and for which we
wauld reasonably expect 1o pive something similar
in return in tie mormal course of business.

* Maintain a written list of business coustesies
received,

= Obtain written suparvisory approval prior to
accepting a business courtesy of significant or
unigue value,

= Repart pifts raceived from representatives of
foreign counfres.

Einployees matst net:

+ Accept or request any business courtesy that might
be intanded to influence,or appears to infiuence, a
business decision.

CODE OF BUSINESS ETHICS Business Courtesies

Exhibit CSUM-5
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Duke Energy uses confidential,
proprigtary and persenal informa-
tior ("sensitive infortiation”}

i e course of toiug business,
This includes the company's sensi-
five information. as well as ihat of

third parties.

page 12

Duke Enerpy complies with laws protecting sensitive
nifgrmation from uniawill disclasure, Failure to
comply with these laws and standards can cause
irreparable damage to the Duke Energy brand and
can result in lagal penalties, adverse regulatory
actions and restrictions. It can afso prohibit

Duke Energy from conducting busingss within certain
countrigs.

QOur Responsibilities

Duke Enargy ainployees are expected to protect

Duke Cngrgy and third-party sensitive information
from unlawful disclosure. and to ensure that such
information is handled properly throughout the organ-
ization.

Ouke Energy employees must:

« Use sensifive information for business
PUFPOSES only,

« Usa business wnit procedures for labeling and
handling sensitive information.

« Share sensitive information ealy with appropriate
parties both within and outside of Duke Energy.

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

« Make sure that use of sensitive information is con-
sistent with our policies, affifiate rules, contractual
ohligations and applicable jaws.

Employees must not:

= Disclose sensttive information to individuals
{including nther employess) who do not have a
business need to know the information,

= Help a third party gain access 1o sensitive informa-
tion withaut authorization.

Q&a
{1: What is confidential ar propristary
infarmation?

A: Confidentig] or proprietary informatian is any infor-
matign that proviges a third party with some kind
of business advantage and is not generally known
to the public. This includes. but is not limited to:

* {nveniions

= (perational information

+ Strategic information about current and/os
future business plans

« Supplier’s pricing and specifications

= Ressarch

« Records, such as financial, customer or
personngl records

« Information designated a3 confidential or
proprietary.

Exhibit CSUM-5

0: What type of information weutd be consid-
ered personal information?

A: Personat infosmation includes, but is not limited to:
a. health information,

b. social security number er nationa! iD
{or equivalent),

¢. consumer report information,

d. a natural parson’s first name o first initial and
last name in combination with

- social securily or employer taxpayer 1D
nunbers

- drivers ficense, staie identification card, ar
passport numbers

- banking information

- credit card numbers

- PIN eades

- glectronic 1F numbers

- private electronic mait names ar addresses

- private phane number

- internet account numbers

- identification names

- tigitat signatures

- any information that can be used to access a
parson’s financial resources

- bigmetric data

- fingarprints

- passwords

- parent’s legal syrname prior to marriage, or

e. any other information protected by

Duke Energy’s Palicies, Standards, Procedures
or applicable laws.

CODE OF BUSINESS EYHICS Confidential, Propiietary and Persanal Information



Duke Cnergy depernds on s
ernployees o act in Duke Energy’s
best interesis. Sornetimes. howey-
er, there are sifuations where an
employee might he lempted to act
otherwise or find oneself in a situa-
ton where a conflict of interest

may arise,

A conflict of interest exists any time an employee
faces a chofce hetween what is in his or her personal
mferest (financial of otherwise) and the interests of
Duke Energy. When a conflict of iterest arises, others
may question our integrity. Therefore, employees are
accountable for acting in Duke Energy’s best interests
and carefully aveiding even the appearance of impro-
pristy. if you find yourself in & posifion whare your
objectivity may be questionad becauss of individual
interesls or family or personal relationships. notiy
your supervisor immediately.

Contlicts of interest may arise when:

= You or someone with & ¢lese relationship to you
has an interest m an entity with which Duke
Engrgy does busingss.

« You of someone with a close relationship to you

receives intproper persenal benelifs as a result of

your position at Duke Energy.

Other employment (includiag sel-employment] er

serving as an officar, directas, parines or consuit-

ant of another organization interferes with your
ability to act in the best inferests of Duke Energy,
requires vou to use or disclose sensitive informa-
tion about Duke Energy, is conducted during or

confficts with an employee’s normal watk times, o

creates the appearance of impropriaty.

* You or someone with a close relatianship fo you
receives a loan or other extension of cradit or cred-
it suppart {sugh as a guaranty} from Duke Energy.
Duke Energy is prohibited by law from extending or
arranging for the exiension of persenal loans to
execulive officers.

QOur Responsibilities

Duke Enargy emplayees owe a duly of loyalty to the
company and are expected to act in Duke Energy’s
bast interests and avoid conflicts of intetes! and/or
the appearance of a conflict of intesast.

Duke Energy employees must:

= Be able 1o identity potential conflicts of interest

when they arise,

Notify supenvision immediately when we are in a

position where our abjactivity may be questioned.

Make certain that any second jobs, financial

interests, or management interests in another

entity do not cause a conflict of inlerest or have a

niegative impact on the confidence the public has

in Duks Cnergy.

» Get approval from a group executive when an enti-
iy in which vou or a family member gwns or
acyuires an interest that is greater than 5 parcent
seeks 1o do business with Duke Cnergy, and:

- The entity makes sales of goods or sefvices fo
Duke Encigy exceeding $1,000 annualiy, or

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

-

$ODE OF BYSINESS ETHICS Contlicts of Iaterest

Exhibit CSUM-5

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

= Get approvat from a group executive to:

- Perform work or services for any person or
organization that competes with or seeks 1o
ta business with Duke Energy

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

» Always keep Duke Energy's inferests uppermost
guen if the above criteria do not 2pply to a situa-
fion.

Emplovees must not:

+ Take for perscnal gain an apportunity available to
Duke Energy that is discovered through the use of
campany assets, information or position.

» inferface with Duke Fnergy's contractors, vendors,
suppliers, customers or athers in a manner which
creates even the appearance of a conflict of inter-
est. When in doubt, check with your supervisor.

QLA

Q: I've heen asked to sit on the board of direc-
tors of a non-profit organization. fio § nead
iy supervisor's approval to do this?

Az No, but you should still make your suparvisor
awatre of the situation. Alsq, you should excuse
yoursel from any discussions ar voies on any
matter involving Buke Energy, to avoid the appear-
ance of improper behavior or a conflict of interast.

Q: | am considsring 2 temperary second job for
extra money during the holiday season. Is
this skay?

Ai: Yes, bigt rermember your first tesponsibifity is to our
cempany. You must be able o fulfill alf your
responsibilities including overtime if that is a
requirement. The job must not be with a competi-
tor or vendor/supplier.

0: An employes's spouse owns a company which
weuld like fo bid oan a contract excesding
$1,008 annually. The emplayee discioses the
ownership ta their supervisor. Is this a con-
flict of interest?

A: No. The empleyee was hanest about their relation-
ship and removed themselves from the purchasing
process. i the company owned by the employez's
spouse IS chosen as a vendor, the employee can-
not be involved in supervising the work or process-
ing payments for the work.

page 13
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S

Protecting and responsibly manag-
ing natural resources demonstrates
stewardship and s chtical 1o the
quality of life in the comemtniiics
we serve, [he environment and
Duke Energy’s long-term DUSINEss
success. The fealth and safety of
co-workers, contraclors, customers
and coimmunities is the responisibil-

ity of alt Duke Energy employees.

page 14

Duke Energy accepls responsibility in thase areas by
systematically managing risks, setting goals, measur-
ing and reporting periormance, and conducting
assessments to evaluate and improve:

+ Comgliance with environmental, heatth and safety
taws, regulations and gther requirements such as
PEITS.

*» Systematic implementation of Duke Eneray envi-
ronmental, health and safety (EHS) poficies and
standards.

Qur Responsihiiilies

Duke Energy employees are expected o abide by all
company pelicies and procedures in the areas of
environment, health and safety.

Buke Energy employees must:

= Gamply with alt applicatile environmental, health
and safaty laws, regulations and ather require-
ments, such as those dealing with:

- Employae and public safety and health
- Gonractor EHS management

- Work conditions

- Pollution control and managemant

- Waste management

- Infrasteucture safaty

» Follow work inskructions and procedures on envi-
roamenial, health and safely laws, regulations and
risk mapagement, and apply training t& pratect
others, the environment and yourself,

+ Promptly report ali environmental, health and safe-
ty incidents, including sigaificant near misses.

« Report to work Tit to perform our duties and be free
of the effects of alcohof or drugs af work.

» Demonstrate a personal commitment to continuous
safely unprovement and look out for the safety of
athers.

« Understand and incorporate our EHS raspansibili-
ties into daily work activities.

Emplovees mest net:

« Threaten or injure other people,

» Handle a weapon in any manner while on Duke
Energy premises or while engaped in Duke Energy
businass, unless authorized 1o do so.

« Use, possess, sell or franster illegal drugs, iflegal
narcotics or atcoho! on the jof,

CODE OF BUSINESS ETHICS Exvitonmest, Heallh and Safety

Q&A
G: How do { prepare for a workplace
emargency?

A: & workplace emergency may be an injury accident,
a severe Hlngss, a chemical spil, a fire, flood or
starm, an assaull or oiher incident.

Find out who to contact to get belp in the eveni of
&n emergency. Emergency numbers should be

postad at each telephone. Lacal persenng! may be
appointed and trained fo respond to emergencies.

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

* Knovr tha location of emergency equipment inchud-

ing fire exiinguishers, break-plass alamms, first aid

kits, safely showers, eye wash stations, chemical

spill control materials and other eguipment.

Know the evacuation route from your work area,

Be aware of at least two exils 2nd know where you

are supposed to assemble with to-workers outside

the huilding.

-
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Duke £nergy seeks and valyes
diversity, The dignity of each per-
son s respeclted. and everyong’s
conlributions are recognized.

We expect Duke Fnorgy empfoyees
fo act with mutual respect and
cooperation toward one another,
We do not tolerale discriminalion

in the workplace.

We comply with laws concerning discrimination and
equat opportunity that specifically prokibit discrim-
nation on the basis of certain differences. We wift
eauruit, select, train and eompensate basad on merit,
experience and other work-reizted criteria.

Qur Responsibilities

Buke Enerpy emplayees are expected to teat
ofiters with respect an the job and comply with
equal employment opportunity laws, inctuding
those related to discrimination and haiassment.

Duke Energy employees must not:

« ise any differences protected by law as 3 factor in
hiring. firing o promotion decisions.

* Use any differences profected by law when deter-
mining terms or conditions of employment, such
as work assignments, employee deveiopment
onportunities, vacatien or overtime,

» Keialiate against a person wha makes a complaint
of discrimination in good faith; repors suspecied
unethical canduct. violations of laws. ragulations,
¢ company policies: of participates in an investi-
fation,

Q&A
{: What are the differences that are protected
by law or Buke Energy policy?

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

= Race

« Gendar

= Religion

+ Color

= Natipnal onigin
+ Ethnicity

« Citizenship

« Age

= Disability

» Saxual orientation
+ Veleran stalus
* [arital status

CODE OF BUSINESS ETHICS Fair Competition: Complying with Anlitrast Laws

Exhibit CSUM-5

{l: We posted a job for an entry leve! position
expecting to hire a racent 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 to discriminate on the basis of

an indfividual's age. Interview all the qualified can-
didates, and hire the best person for the job.
regardless of their age. There musi be a valid rea-
soft, unrelated fo age, for all empioyment deci-
5100S.

page 15
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Duke Energy succeeds in the

markeiplace by oflering competi-
bively priced. quality progucts

and services. As a company. we
support fult and fair competiltion
by complying with attitrust faws
prohibiting activities thal reduce

competitiorr and resirict trade.

page 16

Cur Respansibilities

All Duke Energy employees must deal airly with the
company's customers, suppliers and competitors.
Employees are expected to act with tegrity by main-
taining Duke Enerpgy’s independent judgment in the
pricing, marketing, purchasing and selfing of &l prod-
ucts and services.

Duke Energy employess must:

« Undarstand how fair competition laws apply o us
and our business, and leam how to avoid engaging
in potentialiy ualawful behavior.

* Loave any meefing or infarmal gathering immedi-
ately and 1eport any discussions with competiors
{tat could be considered anti-competitive.

Eraployees must not:

« Improperly attemat to prevent an entity from
competing with Duke Energy or from entering
the markets in wiich Duke Energy participates.

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

= Malie inaccurate or misleading statements
about competdors, suppligrs, customers or
their offerings.

Exhibit CSUM-5

Q%A

0 What types of behavior could be censitersd
anti-competitive and a vielation 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 imtent
te bid (or ot bid) for particular business.
Providing inconsistent information about a request
for quetationfaroposat to competing bidtlers.
Entering into an exclusive dealing arrangement o
understanding in which vou agree 1o work only
with cerfain suppliers or distributers in a particular
market where Buke Energy has market power,
Taking advantage of markel power to eliminate or
threaten a competitor o potential competitor in
that or ancther market.

Suggesting that a product or commodity must

be resold at ar within a parlicular price or range

of prices.

Participating in actions by any trate association or
other industry group regarding membership rastric-
tians, sharing infermation {inctuding benchmark-
ing} or desired governmental actions. Participating
ins such actions could be anti-competitive and
should he performed under the proper guidelines.

CODE OF BUSINESS ETHICS Fair Cempetition: Complying With Antiteust Laws
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Fraud, or the potential of fraud,
compratnises the integrity of our
financial reporting system arnd the
safety of our assels, both physical

and intelfeciual,

Fraud is the act of intentionally misrepresenting er
concealing facls that cause anather party Yo act or
not ack in raliance on the misrepresentation or con-
cealment, Fraud may be committed by one pesson or
by two or more (callusion) and may he committed by
internal and/or external pasties (vendors, customers,
elc.}

Our Responsibilities

All employees must understand what constitutes
fiaud and refrain from engaging in fraudulent activity
including collusive fraud which bypasses existing
controls. Moreover, employees are responsible for
reperting afl instances of potentiaf fraud.

Duke Energy employees must:

* Understane what constitutes fraud and refrain
from engaging in fraudulent activity.
= Repart alt instances of poteniial fraud.

Employses must not:

= Engage in fraudulent activity including collusive
iraug which bypasses existing cantrols.

G&A
Q: What are some examplas of fraud?

A: Some examples of fraud may inchude:

« Fraucilent financial egporting

- Intentional reporting of false expense or
revenue data which improperly states
amounts reperted on publicly filed financial
statements.

- intentienal rmisstatement of price data
reported for price index purposes.

- Intentienal misapplication of accounting
principles relafing te amounts, classifica-
fion, manner of presentation, or disclosure.

- intentional misstatement of accounting
astimates and judgments.

CODE OF BUSINESS ETHICS Fraud

Exhibit CSUM-5

+ Misappropriation of asseis

- Submitling an inaccurate expense report for
personal expenses.

- BExcessive personal use of company supplies
or assets.

- Fraudulent financis! reporiing (see above) for
purposes of increasing personal gain through
incentive measure calculations.

- Improper time reporting with intent to
defraud,

» Corruption and ather fraud related malfeasance

- Overriding existing controls, rendering the
controls ineffactive.

- Falsifying persenal credentials.

- Tampering with documents.

0: What are certain examples of fraud in the
enargy market? .

A: Market Manipulation: Any action, transaction, o
conspiracy for the purpose of impairing, obstruct-
ing or defeating a well-functioning market, inctuc-
ing such actions as:

= Wash trades: Any pair of offsetting trades entered
into simultaneously or by pre-arrangement with
{he same counterparty, for the sama product,
invalving ro ecanomic risk and na net change in
beneficial ownership.
Collusion with another party to manipulate market
prices, market conditions or market rules.
Earnings Manipulation; Transactions made in
viotation of accounting rutes (GAAP in U.S.) in
order to beneficially represont the firm’s financial
performance, usually through the artificial inflation
of revenues or dafiation of expenses.
False Reporting: Knowingly sutwitting false or
~ misleading information, or omitting material
infesmation, 1o Index Price Publishers or governing
regulaters. -

L]
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Duke Energy is committed (o
mainlaining a positive work
envirenment whete all employees
are treated with dignity and
respect, Harassmenl of any kind

in the workplace 7% not tolerated.

page 18

We respect the dignity of every person and honor our
differences. I is important that employees speak up
if they watness harassment, Harassment generally
means offensive canduct thal is severe and perva-
sive and singles out an smployee to the datriment or
abiection of that employee because of 2 difference
protected by law or by Cuke Energy poficy such as
race. gender, sexual orientation, religion, national
origin, ethaicily. citizenship, age. marital status,
disability ¢r veteran status, Hatassmant covers &
wide range of conduct, from direct 1equests of a sex-
uaf nafure to situations where offensive hehavior
{e.g.. insults, a¥fensive jokes or siurs, offeasive mate-
nal in the workplacs) rosuits in a hostile work enyi-
ronment,

Our Responsibilities

Duke Energy emplovees are expected ta do their part
1o ensure a safe and secure workplace in which
emplayees can perform their duties without fear of
hatassment.

Duke Energy employess must:

= Treat ali peapfe with respest.
* Report all incidents of harassment.

Employses must not:
= Harass anyona.

Reparts of harassment will be prompily and
thoroughly investigatad in a confidential manner.
Duke Energy will take immediate and apgropriate
action if harassment is determined to have cecurred.

CODE OF DUSINESS ETHICS Harassmest in the Workplace

Exhibit CSUM-5

Q&A
Q: What is considared offansive material in the
workplace?

A; Possession of any text, communications, software,
images, sounds, data or other information that
facititates improper conduct {such as involvement
with illegal drugs, illegat materials or illegal
weapons) or that is threatening, uniawful, abusive.
harassing, defamatory, libelous, deceptive, fraudu-
lent or invasive of another's privacy, or that con-
tains explicit or graphic deseriptions or accounts of
sexual acts.
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Duke Energy’s information systems
support internal and exlernal
business activities. Because

these resources connect s with
the oulside world, there is a risk of
attack or exploftation. Duke Energy
is commytted to protecting these

resources from such intrusions.

All Duke Energy employees are responsible for infor-
mation securily. We must be aware of information
security processes and policies, and take steps to
reduce the risk of secunty hreaches.

Our Responsibilities

Duke Eneray expects employess to manage and use
information and intermation systems appropriately.

Duke Energy empioyees must:

= Fol'ow all policies and procedures related to the
protection of information and information
esaurces. including aetwark access and appropri-
ale use of the Internet and g-mail.

* Report any unusual activilies o a local Computer
Inciden! Response Team representative as quickly
as possible to facilitate a coordinated response.

Emplayess myst pot:

« |ef personal yse of information sysiem technolo-
gies interfere with Duke Energy business activibies
0f INCUF Litnecessary cost.

« Lef businass er non-business use of information
and information resources violate Duke Energy
policies or legal requirerients.

Note that Duke Energy randemly moniiors information
technglpgies i provides, including the Internet and e-
mail, for misuse or abuse. except where prohibeted by
law.

CODE QF BUSINESS ETHICS Infareation and Information Resouices

Exhibit CSUM-5
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Dufie Energy’s suceess in the
markeiplace reguires thal we
mainiainy the trust and confivence
of the investment commuriy.
Duke Energy employees must

act with integrity when trading
public securities, adhering io all

applicable faws.

page 20

Insider trading may occur when yau:

*+ Know matenal non-public inlormation about
Duke Energy or any company with whom
Duke Enargy has a busmess relationship, and

= By, sell, short-sall or otherwise trade a compa-
ny's securities, such as stocks. honds or oplions
while 1 possession of that information or tell oth-
ers about it beforg it is made public.

“Material non-public information” is information thal
woulif affect a reasonable investor’s decision on
whether or not to invest in & company 's securities.

Exannles include, but are gt limited to:

* Plans to issue securities

» Sharp changes in earnings patierns

* Changes in dividend rates

= Changes in key management personnet

¢ Mergars and acquisitions

» \mporisat regilatory actions aflecting the company

Circumstances suggesting the possibility of insider
trading may result in an investigation hy a stock
exchange ar by governmental authorities, Such an
investigation could damage Duke Energy's brand
and reputation and result in liabilities or penaliies.
including criminai charges and/or fines against the
employze.

Our Responsibilities

Duke Energy employees are expected to be very cate-
ful when teading securities. evan the Duke Energy
securities in our retirement accounts, to make sure
that trades are not raade while in possession of
matarial non-public information.

Duke Energy employees must not:

* Trade the securities of Duke Ensegy while in
possession of material non-public information
about Duke Energy or any affiliale or subsidiary.

* Trade the securities of Duke Energy or those of its
suppliers, customars or other contpanies with
whom Duke Energy has a business relationship
while in possession of maferial nen-putlic infor-
matian relating to them.

CQDE OF BUSINESS ETHICS Insider Tracing

Exhibit CSUM-$

« Trade the securities of Duke Energy (or of an
applicable outside company} uniil the third busi-
ness day atter any material non-public imformation
of which we are aware has been made available to
the public. This includes transfers into and out of
the Tuke Energy stock fund in owr savings plans,
and changes in pattarns involving purchases of
Duke Energy securities within the plans. (Regularly
scheduled monthly purchases of Duke Enargy
securities within plans are not grohibited.)

Give matérial non-public information to anyone not
authorized to have that information, including
olher Duke Energy employees, If that information is
subsequently used by the person to trade on secu-
silies, it is considerad illegal “tipping” and is a vio-
fatton of ingider trading laws.

*

Even a casval remark to a friend or family member
may find its way 1o a broker and eventually fo the
entire financial community, thereby requiring the
company to make a premature or paplanned public
annguncement.

QL&A

{: 1 am a financial professional and often talk
about business with my spouse. That's not a
problem, is it? I only eccasionally 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 comgany. if your spouse were ever to use
material non-public information given by you to
buy or sell sacurities, both of you could be prose-
cuted for iflegal insider trading. You should not give
any non-pubiic information to your spouse er to
ofhers.
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Duke Energy mainiains the
highest standards of inlegrity
when conduciing busiress i the
United States and abroad, We
huifd relationships based on frtist
arng respect with owr cusforners,
suppliers and cormmunily

siakeholders.

Buke [nergy's success in global business fransac-
tions depends on our compliance with country-spe-
cific constraints and conditions, and sensitivity fo
lacal customs. The faws, regulations and carvertions
governing our mtesmational business relationships
vary from country fo country. It is Duke Energy’s poli-
cy to comply not only with the letfer of these laws but
also with their spirit. Buke Energy is also responsible
for follpwing certain U.S. laws when doing business
outside of the Unitact States. Since violations can
result i substantial tines, imprisonment and severe
restrictions on the company's ability to do husiness,
it is essential that Duke Enargy employees folow
them. If local law conflicts with applicable 1.5, law,
ar if in doubt for any reason, ask for guidance before
taling any action.

Our Respanstbilities

Duke Energy employees who conduct business
outside of the United States are expected to be famil-
ia¢ with the faws and regulations of each country in
which they conduet business, as well as the following
laws and reguiations:

» The anti-hriery provisions of the Forgign Corrupt
Practices Act (FCPA) and the anti-bribery legisla-
fton of the Organization for Economic Cooperation
and Development (OECD) Convention

= US. anti-boycatt faws

 U.5. Treasury embarga sanctions

+ 1.3, export control restrictions.

Buke Enargy employess must:

« Report any FCPA and OECD Convention concerns.

« Seek advice in advance from legal counsel regard-
ing whether a paymant is jegal and legitirnate.

+ Recard all payments and fransactions accuraely
and fairly.

+ Report alf requests for boyeott support ar boycoti-
related infarmation .

= Obtain technical and legal guidance about export
control restrictions when exporting sensitive goods
of technolopy.

+ Seek advice regarding any sensitive political issues
in countries where Duke Energy is doing or consid-
ering doing business.

» Get the training needed to coderstand laws and
regulations goverming infernational transactions.

Employees most not:

« Make payments of give business courtesies direct-
Iy or indirectly (such as payments 1o agenis, sales

CODE OF BUSINESS ETHICS Internationat Ethics and Compliance

- Exhibit CSUM-5

representatives or other third parties) if there is
reason to believe they will be used illegally. This
includes corporate and parsonal funds.

* Violate anti-boycott iaws, governmental embargoes
or export eantrol restrictions or prehibitions.

Related Information

The following are summearigs of the key U.S. laws and
rggulations govarning international business. Because
most are hasad on U.S. forsign policy and national
securfty goals, they are subject to change. It is your
responsibility to stay updated on changes in these
laws.

FCPA and the DECD Conventian Legisiation
The FCPA and OECD Convention legistation make ita
crime to promise, offer or give anything of value to a
governmant official or 3 political party or candidate in
arger fo obtain or retain husingss or gain any improp-
er advantage. The FCPA covers all countries in which
Duke Energy currently has operations, and the laws
implementing the GECD Convention have been rati-
fiad by many of those countries.

Anti-boycott Laws

Anti-boycott laws make it illegal to cooperate in any
hoycotls between foreign countrias if the boyvcotts are
not sanctioned by U.S. law.

Treasury Embargo Sanclions

The Treasury Departmant’s Office of Forelgn Assets
Control prohibifts 1.S. companies and their fareign
subsidiaries frem doing business with cerfain coun-
tries, agencies and individuals. Regufations vary
depending on the country and the typa of fransaction.

Export Control Restrictions

To prevent sensitive goods, techneiogy and software
from 1alling into the wrong hands, exports of items
sensitive fo certain countries and individuals may
be restricted or prohibited. These restrictions and
prohibitions may also apply to transfars between
Duke Energy and s forgign subsidiarigs.

page 21
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Ourke Energy and its business unils
are subject fo various oxternal

faws, niles and regulations.

page 22

Violations of these rutes expose Duke Energy and its
employees to potential monetary penaltias, loss of the
ahility to execute in the marketplace, reputational
danrage, loss of sharehalder vabue, and civil and
criminal charges.

Gur Responsibilities
buke Enerpy employees are required to comply with
the latter and intent of all applicable laws, rutes and
regulations, and 1o act with imegnty and in a pringi-
pled and sthical manner.

Duke [nergy empiovees musk:

* Be aware of the faws, rules and regulations that
affect your datly job responsibilities and under-
stand how they apply ta your work.

» Receive raining on applicable laws, rules and rag-
ulations.

= Ask queslions and gan clarification on tha impact
of applicable rules prior to acting.

« Communicate any ethics and compliance concerns
to your supervisor, or their managei, your human
resources representateve, or the ethics and comphi-
ance office. If you desire anonymily, contact the
EthicsLine at 1-800-525-3783 or
www, fuksenargy-ethicshine.com.

Additional leaderstup responsibilities:

= Research questions and issues on applicable laws
and regutations and provide guidance to employ-
aes.

= Educale employees on the meaning of the applica-
ble laws and regulations and thefr effect on work
activities.

+ Monitor work activities far on-going comphance.

= Reporl any potential acts of non-compliance.

= Review the arganization's compliance risk and ihe
effeciiveness of procedures in place io mitigate
that risk.

= Provide the proper incentives to ansure on-going
compliance.

CGDE OF BUSINESS ETHICS Laws, Rules and Regulations

Exhibit CSUM-5
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Duke Energy employs professionals
who are trained and qualified o

refease information 1o the public.

Unauthorized and inappropriate relaases of informa-
tion to the public can result in violation of SEC fuli
disclosure {aws, stakeholder confusion, and damage
to Duke Energy's compelitive position, brand, and
reputation. Only trained and autherized corporate or
business un't spekespersons shoult provide informa-
tion to the media about Duke Enargy.

There arg also very specific rules regarding the
reporting of information 1o government agencies or
clecled officials. Only trained and qualified profes-
sionals should handie requests for informatian from
pubtic agencies or individuals. However, all employ-
205 arg sxpected to cooperate fully and truthfully with
regulatory and governmental investigations and pro-
ceedings, and not obstruct other ewployeas from
toing s0.

Additionally, empfoyees planning ko provide informa-
tion about Duke Energy to public audiences through
speeches, presentations, interviews, panel discus-
sions, arlicles. papers, surveys and the like should
obiain prior management approval and notify com-
munications staff.

Cur Responsihilities
Duke Energy employees must:

= Forward requests for information to the appropriate
department below, if commuecating outside of
Duke Energy is not part of your assigned responsi-
bilities:
« Inform your supervisar immediately about any
request from a government agency or individual
that is outside the scope of your reutine jab
responsibilities.
Report any violations of law or this Code that may
warrant disclosure to appropriate government
authorities.
If your personat cooparation fias beet requested
(such as by subpoena), cooperate fully and truth-
fully with regulatery and governmental investiga-
tions, Failure to cooperate will resull in corrective
action up to and including empleyment fermina-
fion.

Exhibit CSUM-5

DBuke Enargy amployeas planning to provide informa-
tion about Duke Engrgy to public avdiences through
spaeches, presentations, interviews, panel discus-
sions, articles, papers, surveys and the like must:

« (et management approval before proceeding with
public communigations.

Provide adequate advance notice to the apgropri-
ate communications staff, who will advise on the
opportunity. Included are situalions where employ-
ees are speaking on behalf of an industry task-
torce or commities.

Refrain from offering opinions or answering ques-
tigns bayond your area of expertise.

Source Reter to

Financial community fnvestor Relatipns

beews or trade media Corporate
Commurications

Regulaiory apencies Legal Department

Elected officials Governmental Affairs

Person seeking information Human Resources

about a curent or former

Duke Energy smployes

CGDE OF BUSINESS ETHICS Wegia and Pubdlic Reieases of Informaticn page 23
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Duke Energy strongly supporls
indivicual participation in the
polifical process in ol CoTILM-
ties, inchuding involvernent with
pofitical parties, candidates or
issties, and participation by eligible
empioyeas fn Duke Fiwergy's politi-
cal action commitiee, DUKEPAC.
Such aclivities demansirate stew-
ardship, by showing tha! we care
ahout the cornmunities in which

we live and work.

page 24

However, hecause faws and regulations governing
political activities and contributions are complex and
diverse, emgloyees must not undertake such activi-
ties on hehalf of Duke Energy or on company time
without the prior appraval of Duke Energy’s govemn-
meatal affairs department.

Duks Energy provides information on its political
activilies and shares its viewpoint with empioyesgs,
customers and the general public. We respect any-
one's 1ight 1o disagree wiil the official company posi-
tions regasding political preferences.

Our Respaonsibilities

Duke Encrgy employees are expected 1o follow these
guidelines to avoid violating laws and regulations
cancersing politicai actvities and contributions.

Duke Energy employess must:

+ Make clear that political statements you make are
your individual, personal views and not those of
Duke Energy.

« (et approval from governmental affairs before
perfarming political activities on company time or
using company resousces, including photacopy
machines, compulers, tefephones and other forms
of company property.

« Notfly your supsrvisor wian making plans fo
campaign for or serve in public office.

+ Avaid conflicts of interest when serving in public
office oy excusing yourself from any political mat-
ters involving Duke Energy.

CODE OF BUSINESS ETHICS Political Process

Exhibit CSUM-5
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Duke Energy creales. delivers
and exchanges information in
many ways, We must demonstralte
accauntabitity by handiing records

property.

Employees manage a variety of husiness records in
many lorms. including but not limited to:

* Recordad conversations
» Presentations

* Audio conferences

* E-mails

* Paper documents

« Engingering drawings

= Yideos

+ Databases

* tnstani Messaging

Information integrity, informalion privacy, information
standard setfing and information securily issues
require gn-going attention.

Duke Energy’s records must be retained and dis-
nosed of in accordance with Duke Energy Records
Retention Rules, which include appficable laws and
regukations.

Duke Energy’s integrity can he seriously questioned if
records are itot managed appropriately. retained for
the appropriate length of time or are not disposed of
nroperly. Failure to appropriately manage records
places 4s at risk for passibie penatties, fines and
ather sanctions. tt could also put the company ata
senious disadvantage in any litigation.

CODE OF BUSINESS ETHICS Recorcs Management

Exhibit CSUM-5

Our Responsibilities
Duke Energy employees must:

* Manage our business records in accerdange with
the Record Maragement Policy and Standard,
regardless of medivm er characteristics.

Employees must not;

* Knowingly destroy, alter o falsify records in order
to impede any pending or potential intarnal, civil,
or governmental invesiigation or proceeding.

Q&A

Q: What is the definition of 2 "record"?

A: A record is recorded information created or
received, regardless of medium or characteristics
that is evidence of the company's aperatiens, and
has value requiring its ratention for a specific peri-
od of time.

page 25
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Duke Lnergy achieves §is
commercial objectives by
execuiing fransactions in the
energy commodity markets of the
United States and internationally.
Participation in these markets
exposes Duke Energy

to credit and market risk.

page 26

Buke Energy has established risk management
policies and procedures to guide its personne! in miti-
gating the polential negative financial impacts posed
hy these risks and to build a portfolio of positions
that collectively meet Duke Energy’s desired risk
reward profile. By following these policies and nroce-
dures, Duke Energy persounel assure its sharehold-
ers, counterparties, rating agencies and regulators
that transactions are being executed consistently to
meet Duke Enargy's rish tolerance.

Our Responsibilities

Duke Energy employees wha execute, and who
supporl the execution of, Duke Energy's commercial
activitias are expecied fo follow established risk
management processes, palicies and procedures.
Business unit personnel with authority to execute
Duke Energy's commercial activities are responsible
for developing and execuling business plans that are
consistent with corporate strategies and risk toler-
ances and that comply with estahlished polisies, pro-
cedures and limits,

Business unit persenned are also responsible

far developing procedures and processes designed
to govern commodity risk management activity in
compliance with the requirements established in
Duke Engegy’s various Risk Management policies,
and train their applicable persanned on these prace-
dures.

Duke Energy ‘s corporate sisk management group is
raspansible for assessing the adequacy of the com-
pany’s risk management controls, approving and
maintaining business unit-speciic risk practices, and
providing independent identification, oversight and
management of markat risks.

CODE OF BUSINESS ETHICS Risk Maragement

Exhibit CSUM-35

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 specifie risk limits and hedge guide-
lines.

Duke Energy emyployees must nof:

+ Gause Duke Energy (or its affiliates) 1o enter into,
gf direct others to cause Duke Energy (or its affili-
ates) to enter into, energy comniodity contracts for
account of themselves, members of their families,
friends, or persons or entifies with whom they
have a perscnal business interest,

= Knowingly, willfully or intentionally, disclose to any
parsan not employed by the company any confi-
dentiaf business strategy or position, except when
compelied by an ouiside govemment or oversight
hody, or with approval from Sentor Management.
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Duke Energy invests mr and uses
certain assels to advance iy
business strategy arn! obyechves.
These assels include, bul are ool
limited to hooks, office supplies.
fax machines, computers, phones

anel work {imea.

Exhibit CSUM-5

Limited personak use of these assets on campany
time is allowed. However, because excessive personal
use can he costly and impact profitability, employees
are expected to use good judgment.

The personal use of equipment, tools and machinery
is not ailower, except whare specific business amt
procedures alfew for such use.

Our Responsibilities

Duke Energy employees are expected 10 use

Duke Energy assets and resources responsibly and
tor legitimate business purposes,

Duke Energy employees st

« Talk {0 & supervisor when it is unclear if the use of
a company asset i a given situalion is apprapri-
ate.

Employees must not:

* Repsoduce pratected materials for personal use.

« Make personal use of any Duke Energy asset
{including computers and sther office resources,
equipment, 1ools and machinery} that creales any
additional costs for Dutke Energy. interferes with
wiork duties or viglates any company policies.

* Allow company property 1o be used for illegal
activities.

* lse company properly of information for personal
gain.

CODE OF BUSINESS ETHICS Safegurrding Company Resowrces page 27

661



Tl s T e fis part of Duke Energy’s commitment fo conducting its business efhically, we have created the Ethics and
Compliance Program t help employzas follow this Cade of Business Ethics and fo meet iegal or regulatary
equivements related 1o company business.

« The Audit Committes of the board of direciors exercises reasanable aversight with respect 1o the implemen-
tation and effectiveness of the program.

+ The masagement of the company promates an grianizational cutture that encourages etitical conduct and a
commdtment to comphiance with ail applicabls laws, rules and regulations.

= The Chief Fihics and Compliance Officer has ouarall responsibility for the program’s effectiveness.

ot

page 28 CODE OF BUSINESS ETHICS Ethics and Comphiance Pragram Resaamsibifilies
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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(B)(9)(e)(ii)

Policy 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 frequently reviews policies for
compliance with state and federal Jaw 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 attorney, through a
process which identifies key targets and success factors, weighs them and combines
them with desired behavioral 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 Vice President Legal,
Securitics & Financial Reporting in conjunction with directives from the Group
Executive and Chief Legal Officer.

Strategic Planning

The executive management of the Company has the primary responsibility for
establishing the Company's strategic plan. The department's primary function with
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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V.

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] attorneys 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.

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 with the federal securities laws
s Advice and assistance with periodic and current reports, proxy statements,
information statements, and other SEC filings
s Support with respect to meetings of shareholders
o Advise and support with respect to the responsibilities of the Board of
Directors ,
¢ Advice on and compliance with the Sarbanes-Oxley Act of 2002
e Advice on and compliance with the New York Stock Exchange
regulations
s Assistance in financing transactions, including sales of registered and
unregistered securities, bank botrowings, issuances of guarantees, lease
transactions and other financing transactions
» Assistance in compliance and ethics matters, including investigations of
potential improprieties
e Legal support for the Treasury, Controller, Corporate Secretary, Investor
Relations, Corporate Communications and other Company departments

Practices and Procedures
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VIL

Departmental personnel maintain close working relationships with Treasury,
Controller, Corporate Secretary, Investor Relations, Corporate Communications,
executive management, and others with 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 seminars and workshops
conducted by nationally recognized and accredited organizations and associations.
Continuing Legal Education (CLE) requirements are closely monitored, and all
attorneys are expected to fulfill all requirements each year. In addition, access to
computerized research databases, such as Lexis, contribute to the productivity of the
attorneys 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 of the work being performed.

Decision Making and Control

The responsibilities for decision making rest with the organizational level that has:
¢ The information to effectively implement the decision;
o 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 fo
use inside or outside counsel is made by the department. If outside counsel is
obtained, the department manages their work.

Internal and External 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.
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Goal Attainment and Qualification

Due to the individualized and independent nature of the attorneys' work, readily
quantifiable means of measuring performance are difficult to construct. The
effectiveness of the attorneys 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 attorneys and all support staff are given performance reviews each year, which
indicate individual achievements of the past year and set goals for the following
vear. Although working in individual capacities, each member of this department
strives to assist the department as a whole in its efforts to reach the goals and
objectives outlined in Section | above, to provide the highest quality legal counsel
and services to the Company.
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Exhibit SEC - 1

Legal - Securities and Finance Reporting
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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 IT (B)(9)(e)(iii,iv)

Policy and Goal Setting

The purpose of the 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 {CI0O). These goals are created in support of the Group Executive and Chief
Administrative Officer’s (CAQ) 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 Governance 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

-1 -
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1.

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 Controi, Exhibit
IT-4 IT Security , and Exhibit IT-5 SCADA Cyber Security.

Strategic Planning

IT conducts planning on several levels. Business planning is a continuous process
that is tripgered by corporate objectives, reorganizations, or the annual financial
planning process. This multi-year plan includes IT strategy, IT governance, 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 Governance Committee for business

alignment,

Financial planning is conducted on an annual cycle as directed by Corporate
Finance. A department budget is compiled with input from alt levels of management
within [T, Teams develop individual budgets by working with the business areas
they support to guantify the need for projects and services in the upcoming fiscal
year. These teamn 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.

Organizational Structure

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 Chiel Executive Officer. All IT services for Duke
Energy US operations are provided through this organization,

The divisions of the department include:
Security and Compliance
Architecture and Standards

Portfolio and Resource Management
Transition Services

Operations and Infrastructure
Operations Applications

Business Applications

Enterprise Asset Management
Financial Applications Integration

The organization structure for information technology is attached as exhibit IT-6
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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, enabie
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.

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 time reporting and project management processes.
Figure 1 illustrates these processes, related deliverables and applicable standards.
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Figure | - 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-organizational 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.
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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 configuration 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 section,
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Figure 3 — Process Inter-dependencies

VI

Decision-Making and Control

An 1T governance model formally assigns decision rights to two standing
committees supported by various working groups. The IT Governance Committee
provides general oversight of the IT function. 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 Governance Working
Team includes the CIQ 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 function 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 Governance Working Team or CIO Staff as
appropriate, These teams are led by individuals in the Architecture & Standards and
the Security & Compliance Divisions respectively, with membership consisting of
appropriate representation from various IT Divisions. They meet depending on need.
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