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VIIL

Goal Attainment and Qualification

In general, the performance of Power Delivery Central Operations is measured by its
contribution to the safe, reliable, and cost efticient operation of Duke Energy’s
electric system. In addition, the Department remains abreast of technological
developments and incorporates thern when efficiencies can be gained.

Power Delivery Central Operations provides updates for a consolidated monthly
report submttted to the Power Delivery Senior Vice President detailing the progress
in attaining the established Departmental goals.

Performance indicators are utilized by Power Delivery Central Operations as
measures of performance. The following are example items that are used to measure
performance:

¢ Reduction of Personal Injuries

* Reduction of Preventable Vehicle Accidents

+ Customer Satisfaction

e Reliability and Restoration

¢ Budget and Cost Monitoring

e Project Monitoring
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Exhibit PDCOG-1
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Exhibit PDCQ-1
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Schedule S5-4.2

DUKE ENERGY
DUKE ENERGY OHIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

POWER DELIVERY ASSET MANAGEMENT
SFR REFERENCE: CHAPTER M (9)(B)(i,viii)

Policy and Goal Setting

The Working Environment Policy Manual and other Duke Energy policy &
procedurc updates are provided to all employees. These form the general guidelines
for the Company in the areas of employee relations, compliance with laws or
governmental directives and Company relationships with the communities we serve.
These policies, which are supported by the Department, are communicated through
various informational meetings, written communication and internet web based
applications.

Goal setting at the department level is accomplished by the Vice President and other
departmental leadership. The goals are formulated to support and complement the
primary objectives and business plans of Power Delivery and Franchised Electric &
(ias Operations. Specific nitiatives developed from the goals identify objectives,
implementation schedule, milestones, responsibilities, and resources required. The
goals, once developed by the Department, are presented to the Power Delivery
Scnior Vice President for review and, upon approval, are incorporated into the
busingss plans.

Strategic Planning

Planning for the Department is the responsibility of the Power Delivery Asset
Management Vice President with input from the General Managers, Directors and
Managers. Strategic planning is coordinated and monitored collectively with all
departments in Power Delivery utilizing input from key support groups like
technical services, transportation, materials management, finance, and human
resources.

Each Department supports Power Delivery’s strategic plan and corporate goals
and objectives through the following on-going activities:
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e Facilitate an injury-free and environmentally responsible work
environment

e Review customer service results and create action plans for improvement
» Develop, momtor and project department budgets for cost management

» Establish performance expectations and evaluate employees on a regular
basis

e Evalvate and improve operational processcs

» Use of special project teams to investigate and provide recommendations
on process improvement opportunities

Oreganizational Structure

Power Delivery Asset Management is under the direction of a Vice President who
reports to the Semor Vice President of Power Delivery and the Group Executive,
President and Chief Operating Officer of U.S. Franchised Electric & Gas. Six
positions report to Power Delivery Asset Management Vice President:

¢ Director of Distribution Planning Midwest

¢ Director of Distribution Planning Carolinas

» Director of Transmission Planning Midwest

s Director of Transmission Planming Carolinas

» Director of Rehability & Integrity Planning

e Manager of Portfolioc Management

The organizational charts for Power Delivery Asset Management are shown in
Exhibit PDAM-1.

Responsibilities

Asset Management provides a single point for management of all transmission &
distribution assets in order to maintain system reliability and integrity.

Distnbution Planning

Distribution Planning is responsible for planning and designing the electrical
distribution system to ensure system reliability and acceptable service standards
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within the service territory regions. Distribution Planning performs the following
spectfic duties:

Annually reviews the capacity requirements of the distribution system;
Prepares distribution capacity expansion plans compatible with long-term
expansion objectives and their associated budget proposals;

Maintains system simulation computer programs and databases;

Reviews trends and new developments in electric power system analysis
and design to ascertain applications to the Duke Energy system;

Conducts system loss studies as required by the Raie Department;
Determines the method of supply for distribution electric customers with
new loads or loads in excess of 300kW,

Conducts electrical system simulation and analysis studies as required to
improve system efficiency, system reliability, and quality of service to
customers;

Conducts joint system analysis studies with other utilities as required;
Monitors operational constraints/issues that affect system dispatch and
develops system switching recommendations;

Directs and assists in the preparation of interconnection agreements with
customers that have on-site generation.

Transmission Planning

Transmission Manning is responsible for planning and designing the transmission
system to ensure system reliability within the RFC, MISO and service termritory
regions. Transmission Planning performs the following specific duties:

Annually reviews the capacity requirements of the transmission systems;
Prepares transmission capacity expansion plans compatible with long-term
expansion abjectives and their associated budget proposals;

Maintains system simulation computer programs and databases;

Reviews trends and new developments in electric power system analysis
and design to ascertain applications to the Duke Energy system;

Conducts system loss studies as required by the Rate Department,
Buckeye, OVEC, CD and CCD;

Determines the method of supply for transmission customers;

Conducts electrical system simulation and analysis studies as required;
Conducts joint system analysis studies with other utilities as required;
Monitors operational constraints/issues that affect system dispatch;
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¢ Directs and assists in the preparation of interconnection agreements with
neighboring utilities;

s (Coordinates and reviews studies conducted by MISO. Studies include
transmission assessments, transmission service requests and generation
connection requests.

Rehabihtv & Inteprity Planning

Reliability & Integrity Planning is responsible for evaluating, designing and
planning maintenance programs and requirements for etectrical distribution and
transmission systems to ensure system reliability and acceptable service standards
within the service territory regions. Reliability & Integrity Planning performs the
tollowing specific duties:

e Design maintenance programs and requirements for inspecting equipment,
identifying problems, and correcting those prablems.

» Momtor and analyze the performance of maintenance programs.

s Specify reliability improvement programs and plans where needed.

* Monitor and report on reliability performance using industry standard
measures such as SAIFL, CAIDI, SAIDI, etc.

» Analyze the cument age and condition of transmission, distribution, and
substation assets.

e Design replacement programs and requirements for equipment that needs
replacement

Portfolio Manasement

Portfolio Management is responsible for the optimization/prioritization of Major
Project Capital work and Operations & Maintenance (O&M) Programs and the
development of budgets to support this work. Portfolio Management performs the
following specific duties: )
e Develops “Simple” Cost Estimates to assist Distribution Planmng,
Transmission Planning, and Reliability & Integrity (R&I) in choosing
solutions from available alternatives;
¢ Develops “Detail” Scopes & Cost Estimates for Major Projects Capital
work;
»  Works with the Program Management group and the R&I group to define
Capital and O&M Programs;
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¢ Optimizes/Prioritizes the Capital and O&M work to ensure that we are
doing the appropriate portfolio of work;

¢ Develops the budgets for the Optimized/Prioritized portfolio of Major
Capital Projects and O&M Programs;

» Assists with Designs Standards development/changes by providing costs
associated with proposed standards/changes

Practices and Procedures

The major practices and procedures of Power Delivery Asset Management include:
¢ Devclop and maintain optimization/prioritization criteria and models
* Design reliability & integrity maintenance programs and requirements
¢ (reate reliability improvement plans
¢ Project Estimating for Alternative Solution Analysis
s Track electric system performance and analyze for improvements
¢ Develop project scope to meet system requirements
» Develop major project capital budgets and O&M program budgets
s Develop reliability and integrity maintenance and capital budgets
» Analyze nisk and value of projects to prioritize funding
* Review monthly financial objectives

Decision Makinge and Control

The responsibilities for planning and decision making rests with the organizational
level that has the information and facts to make sound judgments based on
Company policies, procedures and regulatory directives, and the authority to take
eftective action. The decisions made by specific levels of management are relevant
to the basic purpose of their position.

Daily, monthly, and quarterly operational reports including outage and financial are
used to monitor progress and provide a means of evaluating decision making.

Internal and External Communication

Power Delivery Asset Management must work closely with a number of other
departments within the Company in order to carry out its responsibilities. Because
of the complexities involved in the daily operation and maintenance of the electric
transmission and distribution system, the department mantains working



relationships through various channels of communication with many departments
including:

¢ Other Power Delivery Departments

¢ Duke Energy Ohio President

* Environmental Health & Safety

e  Gas Operations

s [ngineering Technical Services

¢ Information Technology

* Power Genetation

» Govemnment & Regulatory Affairs

* Recal Estate & Facilities Services

» Customer Contact Centers

s Legal

¢ Supply Chain

¢ Human Resources

Internal communication channels {verbal, e-mail, suggestions, etc.) are structured in
a way that provides information in a timely manner to all personnel within the
department. Internal communication is accomplished through a variety of
mechanisms. A large part of internal communication results from daily interaction
among department personnel. In addition, meetings between the Vice President,
General Managers, Directors and Managers augment this communicative effort.
Whenever possible, formal written procedures and policies are used to convey
information to personnel in the department. These may include handbooks for
policies and procedures, Manual Work Standards, formal writlen job descnptlons
Admunistrative Standards, Technical and Operating Procedures.

Communication with vendors and contractors is handled by field visits, telephone,
e-mail, and meetings.

External communication includes frequent contact with residential, commercial and
industrial customers through written communication, telephone, e-mail, and web
based applications. Letters written by employees and sent outside the Company are
signed by the appropriate level within the Department, depending on the nature of
the letter.

Employees attend various meetings with other electric utilities, associations and
organizations as delegates or committee members. They conduct joint studies,
coordinate projects, and discuss common issues to the electric utility industry.
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Some employees address outside agencies as speakers and provide professional
papers on technical subjects.

Power Delivery Asset Management employees also work with local, state, federal,
as well as regulatory agencies to furnish information as requested and to coordinate

inspections and audits of operations by these agencies.

Goal Attainment and Qualification

In general, the performance of Power Delivery Asset Management is measured by
its contribution to the safe, reliable, and cost efficient operation of Duke Energy’s
clectric system. In addition, the Department remains abreast of technological
developments and incorporates them when efficiencies can be gained.

Power Delivery Asset Management provides updates for a consolidated monthly
report submitted to the Power Delivery Senior Vice President detailing the progress
in attaining the established Departmental goals.

Performance indicators are utilized by Power Delivery Asset Management as
measures of performance, The following are example ifems that are used to measure
performance:

s Reduction of Personal Injuries

» Reduction of Preventable Vehicle Accidents
o Customer Satisfaction

= Reliability and Restoration

s Budget and Cost Monitoring

» Project Monitoring



Exhibit PDAM-1
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Schedule S-4.2

DUKE ENERGY
DUKE ENERGY OHIO
SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION
ENGINEERING & TECHNICAL SERVICES
SFR Reference: Chapter II(B)(9)(a)(i,ii,viii,1X,X)}

Policy and Goal Setting

The Engineering & Technical Services {(E&TS) group is a service orgamization
providing high quality analysis, engineering, construction, environment health and
safety (EHS) and technical support services to the Non-Nuclear Generation
(Midwest Generation Operations, Regulated Fleet Operations and the Duke Energy
Generation Services), Nuclear Generation and Power Delivery Businesses to ensure
that the generation, substations, transmission and distribution assets, both current
and future, are available for use by these businesses. Also EHS support is provided
to Duke Energy Americas (DEA) and Duke Energy International (DEI)

The E&TS Department supports the corporate policies and objectives as described
in the Code of Business Ethics, Duke Energy Charter, Safety, Vision and Principles
and EHS Policy and Management System and Workforce Environment Policy
Manual through Department directives, procedures and practices And the EHS
Manual.

The E&TS Department develops and publishes policy and practice guidelines as
required in order to uniformly administer corporate directives and policies set by
upper management. These policies are generally developed within the department,
taking into account specific work conditions, schedules, department specific
practices, industry standards, and processes developed through past experience.
Policies and practices documents employed by management are available to the

general employee population through departmental web sites on the corporate
intranet.

Each year the Sr. Vice President of E&TS requires that all direct reports use the
Duke Encrgy Performance Management system to provide Core Accountabilities
that are used to align and measure departmental performance with the corporate
standards for performance set by the Board of Directors. The E&TS Sr. Vice
President’s core accountabilities generally consist of high-level targets set for safety,
0&M, Capital Construction and Environmental performance that are supportive of
the corporate goals and business plan. As groups and individuals further down the
management line develop their associated core accountabilities, they become more
specific to the actual processes and procedures necessary to complete the work and
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attain the goals. The focus is on fixed, known and measurable indicators of
performance to avoid subjective evaluation of results,

Strategic Planning

The E&TS Department contributes heavily to the development of long-range plans
in support of the Non-Nuclear Generation, Nuclear Generation and Power Delivery
business plans. E&TS’ participation is to ensure that new electric generation assets
are planned and constructed to support the needs of the operating departments. In
addition, all capital improvement and environmental upgrades are planned and
executed by this group to ensure compliance with evolving regolatory standards and
existing law.

Short-term  planning  provides near term direction in several areas of E&TS.
Operation of the department, execution of the business plan, staff development and
performance measurement against core accountabilities are some functions at the
manager level. E&TS is a service provider to the Nuclear, Non-Nuclear Generation
and Power Delivery departments. As a service provider, short term planning is used
to ensure that needs of the customer are planned into the day-to-day operation of the
groups. Short term planning between the departments are used to develop the
forward strategy.

Short-term planning is also used in the execution of all large Projects managed
within the E&TS group. All entities performing major project management within
the group conduct regular monthly meetings to review planning and execution of the
project. Monthly reports detailing project status are reviewed by the next level of
management at a monthly meeting held specifically for that purpose.

Organizational Structure

The E&TS (E&TS) group is organized under the Sr. Vice President of E&TS. This
position reports directly to the Group Executive, President and Chief Operating
Officer of U.S. Franchised Electric & Gas and indirectly interfaces with the
Chairman and CEO. The E&TS group is a function of the Regulated Operations,
Engineering and Services (ROES) Department. Under the Sr. Vice President, there
are Vice Presidents, general managers, directors and managers assigned to lead
varicus core functions of the group as cutlined below.

The organizational structure of E&TS is charted im Exhibit ET&S-1.

Generation Engineering — Project Managers, engineers and designers report to
Generation Engineering Managers strategically located at each of the major
generating stations, project sites and corporate offices. The Generation Engineering
Managers report directly to the Directors of Generation Engineering, Solutions &

-2 -
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Special Projects, and Program Engineering of which report to the VP Generation
Engineering,.

Environmental Compliance Projects — All environmental compliance construction
projects have a dedicated project manager or project director that reports to the VP
Environmental Compliance Projects. The size and make up of this group changes in
response to the number of projects in the engineering and/or construction phase. In
addition to the project managers, the Test and Start-up and Quality Assurance Group
Leader also report to the VP Environmental Compliance Projects.

IGCC Development — A Project Manager and an Engineering Manager reports
directly to the Sr. Project Director providing the development of the Edwardsport
1GCC project.

Generation Maintenance Services - Subject matter experts (SME) in the areas of
welding, each major plant system and turbines provide support to the generating
stations. The SMEs report to their respective Technical System Managers. The
Technical System Managers, along with the Directors of Performance Monitoring
and Outage Management report to the General Manager of Maintenance Services.

Analytical & Investment Engineering — Analytical Engineers report to the Director
of Analytical Engineering. By-products personnel report to the Director of By-
Products Management. The Directors along with the Investment engineers report
directly to the Analytical and Investment Engineering General Manager.

Generation Equipment Services — Technical directors on boilers, turbines and
generators provide technical supervision and support 1o craft labor executing outage
maintenance and project work and reports to a Technical Support-Equipment
Services Director. Vendor management and resource deployment personnel provide
support optimizing contracted and internal maintenance resources to meet the work
demand and report to the Director of Vendor Management Generation Equipment
Services. Project Control and Document Control personnel report to the Director of
Project and Document Control. These Directors along with Technical Systems
Managers of Shared Mechanical Maintenance Craft Services and Shared Electrical
Craft Services reports to the VP Generation Equipment Services.

Corporate EHS (Environment Health & Safety) Services — Engineers, safely
specialists, industrial hygienists, safety engineers, scientists, and lab technicians
report to managers. The managers report to Directors of Health & Safety,
Environmental, Integration & Governance, Compliance Assurance and Data
Management, EHS Field Support and Scientific Services. these directors reports to
the VP Corporate Environmental Health & Safety Services.
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Power Delivery Engineering — The Power Delivery Engineering Departiment
encompasses power quality, standards, substation, transmission and system
protection engineering as well as project management and controls. This group is
composed of engineers, designers, project managers, etc. reporting to functional
areas. These functional areas are lead by the Directors of Engineering Standards,
System Protection Engineering, Power Quality and Project Management and
Controis who all report to the Vice President of Power Delivery Engineering.

Resnonsibilities

The E&TS group is a service organization providing high quality analysis,
engineering, construction, and technical support services to the Non-Nuclear
Generation and Power Delivery businesses to ensure that the generation assets, both
current and future, are available for use by the businesses.. These services and
facilities are required to be in accordance with applicable codes, faws, regulations
and industry standards.

The Analytical and Investment Engineering department is responsible for the
organization, coordination and communication development of ithe overall 10 year
capital budget as developed and submitted by the Generation Engineering and
Environmental Compliance Projects Organizations for the Non-Nuclear Generating
fleet through its Investment Engineering group. This group provides overall process
guidance, and sets targets for the capital spend at each generating station. This
group coordinates the annual review process of the capital budget and performs
analysis on non-budget requests throughout the year. In addition to organization,
coordination and communication of the budget documents, they are also charged
with reporting responsibility and variance analysis of the monthly and annual cash
flow projections as submitted from the Generation Engineering and Environmental
Compliance Projects Organizations for capital projects at a summary level.

The analytical group is responsible for analysis in a variety of areas, the most
significant being development of environmental compliance scenarios and supply
side options, for regulated and non-regulated asset planning support, taking 1to
account new competing technologies and their application to an internal operating
dispatch models. The evaluation also considers cost to perform modifications and
installation of new equipment at various locations to achieve specific reductions.
The Byproducts management function of this group is to manage the daily flow of
byproducts from the generating stations. This group administers the contracts for
trucking and barging, as well as the sale and disposal of Fly Ash, Bottom Ash, and
Gypsum from the generating facilities.
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The Generation Engineering and Environmental Compliance Projects Organizations

are responsible for the imtial development of the capital budget; the technical and
economic analysis and justification of each capital project; and the development of
the capital project schedule and cash flows. Once the capital projects are approved
these organizations are responsible for the implementation of the projects and
management of the capital expenditures for the Non-Nuclear Generation business,
with the exception of the larger New Generation projects. Collectively they are
responsible for ensuring that capital projects are performed in such a manner as to
maximize the investment of the corporation and to deliver the benefits upon which
the project was justified. They have the responsibility for project engineering,
project management, construction management, project safety, procurement of
materials and equipment, contracting and contract management for installation and
construction, completing the projects within the timeframe allowed per the schedule,
and total fiduciary responsibility and accountability for project expenditures. The
Generation Engineering Group also provides technical and engineering support to
the generating stations O&M activities and projects.

The Corporate Environment Health and Safety Services department provides
environmental health and safety support services to the entire Duke Energy
Corporation.. These services are in the form of environmental scientists, engineers,
lab technicians and support people that are familiar with all aspects of
environmental regulations. This group is responsible for filing construction and
operating permit applications with government agencies, conducting laboratory
analysis, overseeing environmental testing to demonstrate compliance with issued
permits and completing regular and exception reporting required by the issued
permits and applicable laws. This group is also responsible for overseeing
compliance auditing, reporting and training. I addition, E&TS responsibility
extends to developing and implementing projects that have a positive environmental
impact such as the beneficial use of combustion byproducts, scrubber byproducts,
and coal cleaning operations.

E&TS has the responsibility for developing and implementing safety procedures,
policies and initiatives for the entire Duke Energy Corporation. In addition to
developing the programs, they are responsible for compliance auditing, reporting,
regulatory review and legislative cominents.

E&TS 1s responsible for providing cquipment services to the Non-Nuclear
Generation department. The Lark Machine Shop provides on-demand machining
services for replacement of components and products that might be considered
specialty requirements as well as common equipment repairs primarily for the
Nuclear generating assets. The Generation Equipment Services group also provides
knowledgeable craft field service personnel that are familiar with equipment found
in the generating stations across the fleet. These services are scheduled for specific
equipment outages or forced emergency outage support.
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E&TS is responsible for providing outage management for fossil / hydro generating
units, including creation of outage schedules. Generation maintenance services are
provided through subject matter experts on the major station components. These
components include Mechanical equipment, electrical equipment, turbine and
balance of plant equipment, plant systems and welding.

E&TS has the responsibility for developing and implementing safety procedures,
policies and 1nitiatives for the entire Duke Energy Corporation.. In addition to
developing the programs, they are responsible for compliance auditing, reporting,
and training.

E&TS has the responsibility for providing engineering services to the Power
Dehvery section of Duke Energy. This service includes interaction with the
electrical system of the substations, transmission and distribution systems. The
Power Delivery Engineering group provides project management and construction
management to deliver major electrical infrastructure projects.

Practices And Procedures

The overall policies and procedures for the Non-Nuclear Generation operating
groups are located on an internal company intranet. The Guidelines, Agreements,
Policies and Procedures (GAPP) provides administrative and functional information
for use by E&TS as well as the Non-Nuclear Generation operating groups to
tacilitate uniform management practices across the organization. This material
provides guidance and consistency to application of company policies and ensures
that the latest version of the policy is available at all times. Both management and
employees can access the site from any internal personal computer.

A significant portion of E&TS is devoted to the development of capital budgets and
the actions required to carry out execution of the budgeted projects for the Non-
Nuclear Generation operating groups. The Investment Engineering group
coordinates the process of collecting and preparing the capital budget from estimates
and justifications prepared by the Generation Engineering group. The Generation
Engineering group is then charged with implementing the approved projects at each
generating station.

'The Generation Engineering Manager assigns a lead engineer to complete the
project using discipline resources within the site-specific team. The lead engineer is
in charge of and required to design, specify, purchase equipment and materials, plan,
schedule, install, test and start-up the plant projects under their control. The
experience level of the engineer assigned is. generally based on the size of the
project. The Generation Engineering Manager is responsible to ensure that adequate
resources are available at the site to perform the work. In addition to performing

- b -
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these projects, Generation Engineering engineers on site specific teams are
responsible for supporting the ongoing operations at the station by providing
engineering expertise to solve operating and maintenance problems, equipment
failures, and analysis of potential improvements.

The Environmental Compliance Projects group has responsibility for implementing
and managing large construction projects that are associated with environmental
compliance. When a project is identified as meeting size and type requirements, a
Project Manager is assigned from this group. The project manager assembles an
appropriately sized team to manage the project and interface with the host site.
These resources generally come from the Generation Engineering group contingent
at the site or from other Generation Engineering resources made available as
needed. The detailed engineering on these projects is generally performed by an
outside firm and managed by the project manager or engineering manager assigned
to the project.

In the case of environmental projects, the Program Engineering group provides the
engineering design functions for the project. Since there are multiple selective
catalytic reduction units, dry particulate scrubbers, precipitators, baghouses and
sulfur dioxide removal projects being completed across the system, the Program
Enginecring group manages these engineering services to ensure consistency of
process, redundancy, approprate expertise and application to each generating sste.
This process also atlows the consolidation of projects for leverage in the
procurement activities.

For all of the work mentioned above, the Generation Engineering group maintains a
specific set of process guidelines in a document titled “Engineering and
Construction Process Guidelines.” The document defines the necessary steps
required fo plan, estimate, budget, justify, evaluate, and execute capital projects. In
addition, the Generation Engineering group 1s designated as the resource provider to
accomplish the power generation engineering functions for the E&TS department.
They have the responsibility to seek out engineering talent with the appropriate skill
sets, provide them with training and guidance in the use of our specific procedures
and deploy them to the areas where needed.

The Safety and Health group provides resources to develop, monitor, train, and audit
compliance with a variety of safety and health laws, regulations and policies. Safety
and health specialists are strategically located at generating stations, regional offices
and corporate offices such that they can provide expertise and guidance for the
administration of safety policies to managers and employees located over a regional
geographic areca. The safety specialists also provide consulting and liaison functions
to other departments as well as liaison functions outside groups such as regulators,
agencies, vendors, contractors and other utilities. They are required to attain safety
certifications applicable to the power industry.

-] -
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The safety group develops and maintains a wide variety of safety related policies
and procedures for all business and operating areas across the entire Duke Energy
Corporation. These policies and procedures are developed to ensure compliance
with applicable laws and to maintain a high internal focus on employee safety. The
latest version of these policies is maintained in the Guidelines, Agreements, Policies
and Procedures referenced earlier in this document. The safety and health specialists
are also available to assist in the training and interpretation of these policies and
procedures.

Although most of the safety services are required directly by the various businesses
of the Duke Energy corporation, the safety organization is located in E&TS
Department. This is to ensure that auditing of compliance to procedures and
reporting of safety statistics by the safety group is completed by an “outside”
resource not in direct line control of the primary operating groups.

The Air, Water, Waste and Remediation environmental groups operate in a similar
fashion and have similar responsibilities each for their specific areas. These groups
contain highly qualified environmental scientists and engineers that provide their
services to facility managers and capital project teams that require assistance with
. environmental program or regulatory compliance issues. They study, review and
interpret requirements and provide guidance to management and engineers in the
performance of their work. They may acquire outside environmental consulting
firms to supplement internal resources. In addition to ensuring that monthly
confinuous emission data and discharge data is quality assured and supplied to
government agencies, these groups also perform, arrange, coordinate and oversee
environmental testing services as required to demonstrate compliance with issued
permits and applicable laws.

This department interfaces with the Environmental Strategy and Public and
Governmental Affairs which regularly interacts with government agencies, industry
committees, vendors, contractors, consultants and working groups to ensure a good
flow of accurate and up-to-date information is both received and supplied by all
parties involved with environmental decision making. Corporate EHS Services
maintains programs to help ensure compliance with federal state and other
requirements such as air, water and waste regulations and permits for use by the
Non-Nuclear Generation operating and Power Delivery groups..

The Generation Maintenance Services group provides resources to perform a variety
of maintenance support activities for mostly the Non-Nuclear Generation operating
groups. Some electrical and turbine support is provided to the nuclear generating
sites. Subject matter cxperts are deployed to plant sites to provide technical
troubleshooting and equipment status services related to major power plant
equipment such as large steam turbines, generators, motors, pumps or pulverizers.

- g -
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These individuals possess specific skill sets related to this equipment. The outage
management group creates outage project schedules and conducts cutage meetings
at the generating plants to aid in outage efficiency.

The Generation Equipment Services group operates the Lark Machine Shop. The
machine shop provides specialty-machining services primanly to the Nuclear
generation fleet. The shop maintains a level workload associated with in-house
projects, pump and valve repair but is poised ta provide emergency services to
reduce torced outage duration due to need of machined parts. This group also
provides mechanical and electrical crafts personnel to assist in outages both
scheduled and emergency outages.

Similar to the Generation Enginecting group, the Power Delivery Engincering group
assigns lead engineers to complete projects using discipline resources and teams.
The Power Delivery Enginecring Managers are responsible to ensure that adequate
resources are available at the site to perform the work. Both the substation
engineering and transmission engincering provides engineering and design services
to deliver cost effective substation and transmission projects and managed
outsourced work when the volume of work exceeds their capability.

Decision Making and Control

With few exceptions, personnel at all levels are provided general supervision and
granted latitude to make daily decisions, plan activities, coordinate schedules and
travel as required to perform their core functions. Directors and Managers review
employee aclivities regularly, but not continuously, to monitor compliance with
company policies and standards of conduct. If anomalies are discovered or
decision-making seems inappropriate, a higher degree of control and monitoring is
initiated and documented. Training and counseling can be provided in an attempt fo
improve performance. General Managers and Directors review Manager activities
on a frequency appropriate for the experience level of the employee. All employees
are expected to comply with company pelicies and formally document cornpletion
of required training programs.

Control of individual purchasing activities and access to cash reimbursements are
strictly controlled by each level of management in accordance with the authorized
approvals manual and expenditure authonity level. Specific policies are in place
within the Supply Chain Department for sourcing of all purchased materials,
equipment and services. FElecironic systems provide verification of authorization

levels and compliance with procedures before contracts are issued or payments
disbursed.

The control mechanism associated with the majority of capital work completed by
the E&TS department for construction projects is the budget approval process.

- 9 -



VI

Senior Management approves the capital budgets after extensive internal review and
resource allocation. Prior to starting a project, a detailed work order authorization
for each project must be approved. Depending on the total cost of the project,
higher levels of approval are required to ensure consistency and promote a complete
understanding of risks associated with projects.

The department relies on analysis techniques such as the Kepner-Tregoe Decision
Making & Problem Analysis and Economic Evaluation Programs for making
inportant complex decisions. These techniques generally employ a facilitated
workshop and computer tools to guide decision makers through a structured
thinking process. All E&TS decision makers are required to use these methods.
These processes form the basis for consistent project analysis. These analyses are
reviewed and approved by management levels as required by authorized approval
levels. Equipment selection and evaluation of proposals rely on determining the
best balanced choice, not always the lowest price.

Internal And External Communication

Informal verbal communication may be conducted between individuals directly or
by telephone. Telephone calls are normally conducted on an informal basis and
are not generally documented.

Formal verbal communications are used in special circumstances involving direct
orders, instructions or reports. Formal verbal communication is used in certain
disciplinary actions and is normally confirmed by documents.

Verbal communications include conducting of meetings and conference calls. In
general, meetings are held each month to communicate internally within and
between the work groups, to receive updates, review depariment performance,
strategy, progress towards goals, evaluate methods and discuss changes required
to achieve goals.

* Monthly Staff Meectings - Each department conducts regular staff meetings
to exchange information relative to the department function and to pass on
information gained from the next level of management. These meetings
are generally not documented with meeting minutes. Conference calls are
also used for this purpose;

+ Project Review Meetings are held each month to report progress of major
construction and major projects. These meetings include written reports
and presentations to convey information and document progress.

Electronic Mail is used extensively, along with internal company departmental
web sites to exchange both formal and informal communication. It is also used as
a method of transmitting reports providing access to the latest up-to date policies
and procedures utilized by the ROES group. Most procedures that require the use

_10_
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VIIL

of specific forms and documents arc designed such that the forms are submitted
and filed electronically.

E&TS group communicate with other shared service entities regularly to exchange
information in the normal course of business. A partial listing includes Sourcing,
Treasury, Tax, Fixed Assct Accounting, Business Unit Planning and Analysis,
Payroll, Accounting, Fuel, Human Resources, Information Technology, Corporate
Communications, and Legal.

External communications would include contacts with:

e Vendors, suppliers, contractors, and service providers - These contacts are in
the form of general communication required to receive services or products
from outside sources. In addition, employees are included in users groups
and process improvement cominittees that meet regularly;

» Government Agencies — Communication with these agencies is of both
formal and informal nature. Procedures generally dictate the formal
contacts;

o Utilities — With co-owned units; and

» Professional Societies and Industry Trade Groups - The group also
participates in a variety of industry committees and professional societies
maintaining membership as well as leadership positions within these groups.

Goal Attainment Quantification

Meeting or exceeding the annually established goals is the measure of
accomplishment of the E&TS department.

Performance indicators utilized by ROES group are measures of goal performance.

Examples of performance indicators that relate to specific goal performance are
listed below:

s Safety - Lost Time Incidents and Rates;

+ Safety — Construction Safety targets;

» Financial - O & M Budget Variance;

+ Financial - Capital Budget Vanance;

* Environmental — Compliance; and

» Environmental - Planning process for future environmental policies.

Timely collection and reporting of information is essential to providing adequate
control of department performance:
¢ Safety and Environmental statistics are reported monthly in accordance with
industry standards and internal procedures;
¢ Corporate data systems provide financial information related to each
department’s Q&M performance and capital budget performance on a

_ll.._
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monthly basis. Significant variances must be explained and new projections
provided each month;

Environmental compliance is a function of both electronic data submittals to
the state EPA and testing to demonstrate compliance with permits.

Employees receive semi-annual performance reviews to measure and report progress
toward individual goals in support of the department and corporate goals.

See Exhibits E&TS-2 and E&TS-3

_12_
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Exhibit E&TS-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Senior Vice President Engineering & Technical Services

I

V# Generation Equipment Sves
41102 - Gen Equip & Projasts:" -
o Sves

{182)

* Exevulive Admin Asst

. SrPrafect Oitector =~ .
MI73 -1GEC Mew Gen. -
2

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Vice President Generation Equipment Services

T
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Exhibit E&TS-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Vice President Power Delivery Engineering

L ‘ Dir Engg Standards.
18250 - Engineering Standards
R on - S

|

;! Stm:lgmln Engineedﬂg‘dq-ﬂﬁ' i

I, F!roj'e;c{.-w & Controts- -
48, o Priojat Mgt & Gontibl

i, Frangmission Endg . .
Transmission Engineadng
’ {23) :

DUKE

ENERGY CORPORATION MANAGEMENT STRUCTURE

Vice President Generation Engineering

Const Team Group Les
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Exhibit E&TS-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Vice President Environmental Health & Safety

Dir EHS IntegrationdGovemance

T 2iseas

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

General Manager Analytical & Investment Engineceving

7 GM Adlytical & vestEngr
41300 - Angilical & Fwestment Eng’
L) S
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Exhibit E&TS-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

General Manager Maintenance Services

Perl‘otm srfor aneMcmsIm g |

41452 - Pestomiénce Monifong

)

DUKE ENERGY CORPORATION MANACEMENT STRUCTURE

Vice President Envirenmental Compliance Projects
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Exhibit E*TS -2

TOTAL RECORDABL E INCIDENTS * ENIRONMENTAL
2007 Total Total
YT 2007 2006 Number of|  Incident
Curent | 2007 | TIGR | TOR .| TICR [Curent] 2007 | LWCR | VWER | LweR Joument] 2007 | Year [ Fines & | ijudes/ | Case Rate
Busness Entty Moth | YYD | aewal | Targer | vesrEnal momn] vio | Actuml | Target® [rear Momth ! YTO | End ] Camtions | Penaties| lines MICR)
OUKE ENERGY 15 54 1.13 143 1.50 2 & 9.3 033 | 03 1% 3 ] 164 2z 50 2] 148
Reguiated Operptions, Engincering £ Sarvices 1 3 038 1.5 1.63 o k3 0.2% 0.29 9.3 3 q 0 2 30 =2 32
Franchised Electric & Gas 13 @ 2.59 25 273 2 3 4.20 .62 065 12 40 140 a 30 F<] 153
Commercial Businesses o a 047 090 034 0 L] 0.00 023 02 $ 1 3 a 30 7 126
Nuclaar Gerration o T 067 n4e 075 /] 1 aie a1s 019 1] t a L] 30 4 068
Corposate Admmisteation 1 3 0.5 o [:2-] o a 0.0 a.09 o6 1] & L] a 20 o 080
Ofhar Office/Admini Sintve g o o LEF o1 L1 [ [0 0.00 .00 Q [} o a 10 o 0.00
MoTES: '
1- Prog and sy for and reposling contratior dala Shroughout ihe organization are being 2007 DETAILED REPQRT LINKS
developed in phases and will be induded in this report as coTplated. Employee USHA incidents
2 - Preventable vehicle acsdenis 0oes not inchude CEL. . Employes Proventabla Vduﬂe tnckdents
3 -LWECR Tamget (5% mmprovement over 2008 resarits) is for ind only, not i e Contractar QSHA incidemns
4 - 2005 £E| Top Dece TICR far Group | Companies {mone than 7.000 employees) = .93
& - 2008 EE! Top Decile LWCR for Group 1 Companies (mart than 7,000 empioyees) = 0.09
EMPLOYEE TOTAL INCIDENT CASE RATE SUMMARY
FATALITYISERIGUS #NJURY SUMMARY . )
FELG Power Deisvery - 19MT: Empinyee wors ejected from the fudet while attempling (o puil 2 pole with 3 el 258 Tota! incider: Case Rate Data 200
Mot Employes Tall 35 fesf 10 gound Fractures hip and peies RElaased From, nocplel 1 98 More 12307, :
ROES FH Wabash River - 211447 Two mjunes same modent - While remaving an inspeetian doo an intemal 280
putvarizer il sxplopion oonyred and (mnp 1) caused oen o ki side of face and 2rm (amp 2§ carsen inury K e .50
side of face Fracture and ar around s eye 210
FEAG Power Delivacy - ¥2307: Employes descending pole, belt slipped 18 Mdund knees. fipping efolcyse upside 100
Qowh cauging fad to ground Empioyee fell apprex 18 Tt landng on head, reck & back. Frachwed back. Rewased 180
fromn hospital On4rV07 WLl De O AN & Wasks
m 05]
0 + + + + + + 0.00
Jan  Feb Mar Apr May Jun  af  Aug Sepl Oct Navy  Dec
_— 0T WE ~—TICAYTD —TIOR Taosl = 143
EMPLOYEE LOST WORKDAY CASE RATE DATA
1LWCR DETAILS:
86 Lest Warkday Carse Rate Data as0
o0
0.40
o
0320
2 /—-—-‘
o R ' — ' ‘ ' ' 1900
Jan  Feb  Mar Apr May  Jun . Awg Sept Oct Now Dec
7057 LWO Caney FOF LD Casers ——LWCR YT ——LWCR Tupet =01
EMPLOYEE PREVENTABLE YEHICLE ACCIDENT SUMMARY
VA DETAILS:

Employee Preventabie Vehicls Accident Data

R EEE]

S8/2007

Duke Entegy intemal Use Only

Jan  Feh Mar  Apr May b Jul Aug Sept Oct Nov Do
n o7 Vehicie Accik Vatiche Accents
CONTRACTOR TOTAL INCIDENT CASE RATE SUMMARY
FATALITYISERIOUS BUUAT SUMMARY: -

ROES ETS Miami Fort FGO Project - /1007 Contractor was standing close 10 8 construction radiant Contractor Tatal Incident Case Rale Data
healer when N deaim coveralls ignied - received senous buris 10 both legs. He was transported o 380 2%
the hospilal and aied for first, second, and thind degraa bins 1o both legs 80 v50

7o /
.00
. 140
0 050
o + + " " . + } oo
i1 2z 3 4 s & 7 8 8 11w wn 12
0§ R —A— TR YD
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Exhibit EITS-3
Pasa o€ 12

2007 NONREG CAPITAL BUDGET STATUS REPORT

SHARE DOLLAR SUMMARY VIEWS

Based upon March 2007 Actuals
wio AFUDC

April 24, 2007

b

3127 Projection
103,849,312
167,185,527

Generation Operated
Generation Non-Operated

TOTAL SHARE 271,034,839

SARD Ry o A R R T
D Actuals  Power Plani Budget
49,801,379 108,295,321
42,936,389 179,074,525
62,737,768 287,369,847

Variance to Budget Var to Prior Proj
106,563,433 -1,731,889 4714121
181,021,808 1,947,282 13,836,280
287,585,240 215,394 16,550,401

3/27 Projection

Betterment 91,171,884
New Generation 0
NOx 2,723,127
CAIR -CAMR 177,139,828
Misc. Unassigned 1]
TOTAL SHARE 271,034,830

YYD Actuals  Power Plant Budget

14,469,011 87,161,523
0 ¢
1,069,299 3,677,023
47,199,459 186,327,918
0 10,203,383
62,737,768 287,369,847

YE Projection  Variance {0 Budget Var to Prior Pro]
94,519,838 7,358,315 3,347,954
. 0 0 0
3l545|9°7 “1 31 |1 1 1 822:7“
189,519,495 3,191,579 12,379,667
(] -10,203,383 0
287,585,240 215,394 16,550,401

271,034,839
TOTALSHARE 271,034,839

Achuls Power Plant Budgel

62,737,768 287,369,847

62,737,768

287,369,847

B e e AN P NEE

YE Projeclion Variance to Budget Varto P Proj
287,585,240 215,394 16,550,401
16,550,401

287,585,240 215,394

327 Projection YTD Actuals Power Plant Budaat YE Projection Varia Budget Var g Prior Pra;
NonReg Coal Fleet 267,635,935 62,604,841 283,901,355 285,006,347 1,104,092 17,370,412
NonReg CT Fleet 3,308,904 132,927 3,468,492 2,578,893 -889,509 -820,011
TOTAL SHARE 271,034,839 62,737,768 287,369,847 287,585,240 215,394 16,550,401
%9
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Exhbit F 753

2007 NONREG STATION SHARE DOLLAR SUMMARY R‘lac 2 O'F L 2
Based upon March 2007 Actuals
Apdil 24, 2007
perated '~ DEQ;,;NON:REG?
Plan Official Budge! |
CTFLEET — DEO 3,471,866| 3,468,492
BECKJORD CT 308.416] a40,707|: 75,084 308,416
BROWNSVILLE ase a,145] 4 4] 8,919
CALEDONIA 3374 3,375) ¢ 0
DICKS CREEX CT ! ol o ]
MuAMI FORT CT € o| | 0 [+
FAYETTE 670,004} 543,155].]
HANGING ROCK 1,241,150 1,227 335"
LEE COUNTY 54909 54,900}
VERMILLION 29,999} 29998]
WASHIGNTON 1.155,008[ - 1141188
FUTURE GENERATION o[- ofi ) 0
New Genasation o [} 1 L) o
| CAIR f CAMR a2 L1} & [i] )]
MIAMI FORT S AND & 2,134,291} 1,796,261} 59,634 2,131,294
Datterment 2131281 1,798 261 ¢ 5964 2431291
NOx ol g 0 0
CAIR f Clear Skies 0 N 0 0
MIAMI FORT 7 46,729,302|| 42,735,726} 5.889,734 45,343,062 353,008 2,970,344]
Battermant 25,009,600 20,797 43843 795,700 23,823,380 78,230 2,905,154f3
NOx L) 1] Q L¥]
CAIR { CAMR : 21.719.701)’ 5,004,033 21,219,701 283,778 65 490}
MIAMI| FORT 8 . 30,952,802); 29,916,201 14,354,431 30,952,802 -3,597 487 450,886
Befttermant 10,199,373 4,412,282 10,199,373 -1,526.238 ~1,044,139
NOx 1,205,.222] 411378 1,205,222 355,051 426,063
CAIR / CAMR 19,558,208 5,530,673 16,556,208 283,801 85,150
BECKJOROD 1-5 9,265,143k 2,214,207 9,265,143 819,637 166,471
Batarmant | 6862513k 295,810 5,062,512 85,854 4348
NOx g of o L Q
CAIR / CAMR g 1,318,397 2402,630 732,773 210317
|BECKJORD & l‘:| 454,727 5,213,132 3504 179,476
Battarment g 161,195 4,957,779 -199,940 104,803
NOx 5 ] 0 o :
CAIR { CAMR : 303,55 245,353 203524
ZIMMER 695,721 10,521,786 1,289,771
Betarmant 533,40 9,858,511 882251
NOx ') 26,566 18 488
CAIR { CAMR, 162,227 379033
Misc. Unassigned [1]

Page 2 of 12

Plant :
CONESVILLE 84827624 |4~
Betterment 8,772,554 K
NOx .
CAR / CAMR
[KILLEN
Bettexmaent
NOx .
CAIR / CAMR 8,285,700 17,420,175
STUART 27,180,799 92,092,070
Betterment 5,664,542 20343914
NOx 2,133,660
CAIR { CAMR 80614496
769
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Exh}bi'} E*Ts-3
Pagc 3of 12

2007 NONREG JOINT OWNER SUMMARY

Excludes AFUDC
8ased upon March 2007 Actuals

April 24, 2007

Fionibawara Lig

| MF7 88 WHZ 1 and WCB 6 DActuals Power Plant Budget YE Projaction
Budget 10,121,612 56,816,061 54,778,765
Carryover 26,706 0 630,364
Non-Budget 30,808 ] 648,848
Delayed / Canceled 0 478,971 g
PERs Q 0 Y
Total Dayton -- Budgel Share 10,179,126 57,293,031 56,067,976

Totaf Dayton - - Officiat JO Exchange 56,825,018

Ssptember 1, 2006

Variance t0 Budgst
2,037,206

630,364
648,848
-476 971
]

1,235,055

-567,042

Yariance ks Budget|

Budget 458,190 7.539,352 54,257
Camyover 73,338 243,409 243,409
Non-Budget [+ 123,478 123,478
Delayed / Canceled 0 0 0
PERs [ g 0
Total Columbus - - Budget Share 531,526 7,485,095 7,906,238 421,143
Totai Columbus -. Official JO Exchange 7.458 548 446,693

September 1, 20k

“Budget Sharg” reflects the Power Plant / Management budget Joint Owner's share.

*Official JO Exchange™ reflects the budget level given to the Joinl Owners during budget exchanges dusing September.
971
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Schedule 5-4.2

DUKE ENERGY
DUKE ENERGY OHIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

il

IMI.

Enterprise Asset Management
SFR Reference: Chapter IT (B)(9)b){v)

Policy and Goal Setting

Corporate work policies are established by executive management and are
embodied in the Working Environment Policy Manual and the Duke Energy Code
of Business Ethics, which are provided to all employees. These policies, which
establish guidelines by which Duke Energy employees are expected to conduct
business, are supported by those employees assigned to the Enterprise Asset
Management (EAM) project. In addition, employees on the EAM project are
required to adhere to all corporate policies in conducting their work.

The annual goals for the EAM project are established in conjunction with the
annual business plans for Duke Energy. EAM project leadership works closely in
conjunction with operational leadership to establish project objectives, identify
project scope and schedule.

Strategic Planning

The EAM project is aligned with the strategic goals of Duke Energy and supports
the company’s objectives to continually improve work processes and create a
standardized way of doing business.

Organizational Structure

The project is responsible for the implementation of a new work tool (Maximo)
which will support essential operational and supply chain functions within US
Franchise Gas & Electric. The EAM project reports to the Vice President of
EAM. Additionally, the project utilizes both working and Executive sponsors to
provide input, oversight, support, and commitment to the implementation of this
new tool.

The EAM project is organized into different teams:

» Business Teams
o Generation
o Supply Chain
o Fleet
o Power Delivery / Gas Operations
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s Change Management
o Information Technology (IT)
¢ Project Management Office (PMQ)

The organizational structure of EAM is charted in Exhibit EAM-1.

Responsibilities

The four Business teams are responsible for development of business processes
and business requirements that define the work processes for their area of
expertise. Their work must be consistent with all regulatory and corporate
policies. The Business teams must ensure that project deliverables are approved
by the appropriate Information Technology (IT) and corporate resources. The
Business teams are also responsible for verifying that the tool is built in
accordance with the requirements defined and indicate acceptance that the tool
works as designed for the corporation. Testing of the tool and training also are
part of the work of the Business teams.

The Change Management team is responsible for communication and training
strategies for the deployment of the tool. They are responsible for identifying
communication needs and facilitating the delivery of these messages. They must
identify the types of training needed to deploy the tool to the broader organization
and identify the resources needed to deliver the training.

The IT team is responsible for providing the infrastructure for the tool and the
strategy for data migration, system architecture, interfaces, existing system
retirement and testing. They will provide direction to the team for data
conversion. In addition, the IT ream must create the environments for
development and the support for both these environments as well as the
production environment. They must also develop the staft and the processes for
on-going production suppott.

The PMO is responsible for monitoring the project throughout the project
lifecycle. This includes providing the development of schedules, budgets,
staffing, and status to all intenal stakeholders. They must assess any change in
project scope and gain approval for scope changes from the broader organization.
They must meonitor critical project milestones to ensure that they are met and to
ensure project deliverables are timely and of appropriate quality. The PMO must
develop potential risks and strategies to mitigate these risks. They must also track
project issues and ensure that those affecting the overall project are resolved.
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Practices and Procedures

The EAM project will follow Duke Energy’s standard Solution Delivery Process
for a Software Development. This methodology can also be applied to tool
integration,

N

Folution Delivery Process

Inception ‘5“ - Andiysis & Dagign ] M]i T lenstruetion i ﬂfm

Fraciing Custemer Requast

.,--"wil‘\
abinion

BV
.

Tracking & Blatus Reponting {schedule, seope, ssued & budget)

:

i Checkpait

The project phases are:

Planning - Detailed project planning, budgeting, and scope defintion

Analysis & Design — detailed business process designs including business process
flows, gap analysis, reports, applications, workflows, interfaces, conversions, and
enhancements (RAWICE) inventory, Key data elements, Use Case Inventory and
Role Definitions, and Implementation plan

Construction/ Build ~ configure Maximo tool to meet business requirements,
reconnect interfaces, develop reports, and data conversion programs. Multiple
testing cycles will be planned in the testing phase, including unit/function,
integration, system, performance, hardware and infrastructure, mock conversions,
and user acceptance testing

Transition/Deploy — deploy tool to the end-user and provide training, implement
change control, implement post-implementation support and complete data
cleansing/conversion and system retirement

Stage Gates are used as a project control method for work progression and project
continuance (Go/No Go Decisions).

V.

Diecision Making and Control

The EAM project is managed by the PMO office, the Executive Steering
Committee and the Executive Sponsors. These three entities provide the overall

-3-
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project direction and decision-making. Decisions made are communicated to
impacted organizations.

Monthly reports of performance are used to monitor the project’s performance.
These reports are reviewed routinely with Duke Energy’s management.

Internal & External Communication

The Change Management team is tasked with identifying the communication
strategy for the EAM project and providing mechanisms in which to deliver
program messages to the Duke Energy organization. Project sponsors are also
expected to provide communication on the project status to their organizations, as
appropriate.  Executive Sponsors, Working Sponsors and Executive Steering
Committee members are updated on a monthly basis.

Goal Attainment and Qualification

The EAM project has developed a number of quantifiable indicators that are used
to establish metrics which reflect our success in delivering the tool within
schedule, scope and budget. Goals are identified in the departments Short Term
Incentive Plans. Listed below are a few performance metrics employed by the
EAM project:

e Number of Deliverables complete (with appropriate sign-off);

s Hours burned vs hours earned (as defined by the project team);

« Financial performance;

+  Work plan status of major milestones
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Exhibit EAM-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Vice President & Project Director Enterprise Asset Management
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Schedule §-4.2

DUKE ENERGY
DUKE ENERGY CHIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

CORPORATE DEVELOPMENT AND M&A
SFR Reference: Chapter II {B}9)Xb)(iv)

Policy and Goal Setting

Corporatec Development and Mergers & Acquisitions (M&A) is responsible for
providing detailed strategic and financial analysis, and recommendations on strategic
corporate transactions.

The Corporate Development and M&A Department (Department) supports the
corporate policies and objectives as described in the Working Environment Policy
Manual through the Department directives, procedures and practices.

The Department 1s responstble for setting goals under the direction of the Sentor
Vice President and Chiet Development Officer of Duke Energy Corporation.
Corporate Development and M&A’s goals and policies are established to further the
strategic direction of the Company in meeting both short and long term growth and
eamings targets. The goals and policies are based on growth fargets, operational
opportunities, and meeting stakeholder needs.

Strategic Planning

Strategic planning for Corporate Devetopment and M&A is based on overarching
corporate goals. Plans to achieve Corporate Development and M&A goals are
designed to occur over long and short-term periods and are reviewed and updated as
often as macro-level changes in the utility sector and intemal corporate changes
warrant updating goals.

A number of target companies (merger and acquisition candidates) are defined and
monitored continually as part of the long-term goal of making strategic transactions
at the corporate level. The target company list is established through a process of
evaluating potential merger synergies, strategic fit, size, location, etc. and is updated
periodically. Input to the target list for long-term planning is provided through the
executive management team, with particular guidance from the Group Executive and
President of Commercial Businesses, the Senior Vice President and Chief

Development Officer, and the managing directors of Corporate Development and
M&A.

Short-term goals are established to support annual corporate goals. Short-term goals
and planning arc also created with input from the managing directors of Corporate
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Iv.

Development and M&A, the Senior Vice President and Chief Development Officer
and the Group Executive and President of Commercial Businesses. Short-term goals
are particularly aimed at supporting earnings goals and strategic acquisitions at the
business unit level, plus monitoring changes to the strategic target list.

Oreanizational Structure

Corporate Development and M&A has a flat organizational structure with one layer
of direct reporting. Directly reporting to the Group Executive and President of
Commercial Business is the Senior Vice President and Chief Development Officer
who has three managing directors and two directors reporting up to him.

An organizational chart is attached as exhibit CDM-1,

Responsibilitics

Corporate Development and M&A is responsible for providing detailed tinancial
analysis and recommendations on strategic corporate transactions. Additionally, due
diligence is directed from within Corporate Development and M&A for corporate
transactions. Corporate Development and M&A is also responsible for facilitating
approval of business unit transactions requiring corporate approval, including
preparation and verification of financial and business details for presentation to the
executive committee and board of directors as needed. Corporate Development and
M&A also provides input to the business units on straiegic direction and the
executive management team on potential mergers and acquisitions.

Practices and Procedures

Financial and strategic analysis is performed on a variety of potential transactions on
a day-to-day basis. Once a transaction is identified, from a corporate or business unit
perspective, Corporate Development and M&A personnel are assigned to the
transaction according to the specific needs of the particular transaction. General
practices follow a number of steps; the first is to verify the transaction meets the
financial and strategic goals of the business unit and corporation. Once the
transaction is qualified, an analyst and businessperson are assigned to the transaction
to provide financial and strategic support, respectively. As the transaction progresses
toward consummation, the managing directors of Corporate Development and M&A
provide a review of the financial analysts’ strategic and business work as well as due
diligence efforts. Finally, the Senior Vice President and Chief Development Officer
presents the transaction to the cxecutive committee for approval, with the assistance
of the parties involved up to that point.

No manuals or policy directives exist to direct the Corporate Development and M&A.
function. However, policies and procedures have been developed as part of the
workflow, creating an efficient method of covering corporate and business unit
transactions thoroughly.
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VI Decision Making and Control

The Senior Vice President and Chief Development Officer of Duke Energy is the key
decision-making person for the department. Internal meetings to discuss the work
product of the department and potential transactions are taken to the executive
committee, and if necessary the board of directors, by the Senior Vice President and
Chief Development Officer. Depending on the amount of capital commitment
required, the executive committee and/or thc board make decisions regarding
pursuing a transaction. Controls on decision-making are based on the total dollar
commitment required by a transaction. Transactions exceeding a minimum threshold
require approval at the corporate level, by the executive management team. Once
transactions reach a predetermined amount, the board of directors is required to
approve the commitment of funds.

Day-to-day decisions are monitored by the managing directors of Corporate
Development and M&A and are communicated to the Senior Vice President and
Chief Development Officer as required. The managing directors of Corporate
Development and M&A routinely make personnel decisions, with ultimate decision-
making authority residing with the Senior Vice President and Chief Development
Officer.

VII. Internal and External Communications

internal communications are carried out through a number of mediums, including e-
mail, voice mail, phone contact, and in person. Weekly staff meetings are held to
coordinate work efforts and communicate information to the department. An e-mail
distribution list is also used to disseminate non-sensitive, routine material. Corporate
policy and non-private human resource material is conveyed through the
administrative assistants or company internal mail.

External communications occur with consultants, bankers, and counter-parties.
External communication is facilitated through a number of mediums, including e-
mail, voice mail, phone, written material, and in person. The managing directors of
Corporate Development and M&A, in concert with the Senior Vice President and
Chief Development Officer, arrange most of the external communication with
bankers and consultants, with additional communication from members of the
department as various transactions progress toward consummation. Communication
with counter-parties occurs at every level of the department in an ongoing effort to
further corporate business goals.

VI,  Goal Attainment and Qualification

Corporate Development and M&A is charged with execution of corporate level
transactions and assisting in execution of business unit level transactions.
Facilitating, in part or in entirety, the process of originating, analyzing, due
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diligence, and closing of a transaction are all part of Corporate Development and
M&A’s goals. In addition, Corporate Development and M&A may lend its expertise
in valuing and evaluating potential transactions to other areas in the corporation in
support of ongoing business.

The highest level of goal measurement is that of achieving closure on a transaction.
Goals measured in reaching the ultimate goal consist of accurate due diligence,
arranging financing, establishing operations if applicable, negotiating a fair price,
and other similar actions leading to the closing of a transaction. Daily progress and
goals are measured by how far a transaction moves toward closing or being
discarded. Keeping fresh information and potential transactions moving toward
increasing stakeholder value is a constant target.

Goals are qualified by the accretion to financial and strategic positioning for the
business units and corporate entity. Underlying the strategic and financial
positioning is the impact to stakeholders and shareholders alike.



Exhibit COM-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Senior Vice President & Chief Development Officer
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Exhibit CDM-1

Vice President, Mergers and Acquisitions
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Schedule 5-4.2

DUKE ENERGY
DUKE ENERGY OHIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

MIDWEST GENERATION OPERATIONS
SFR Reference: Chapter I(B)(9)(a)(ii,iit,iv)

Policy and Goal Setting

Midwest Generation Operations is responsible for the operation of the various
production facilities used for eleciric power generation. This group manages the
generating facilities in a safe, efficient, reliable, and environmentally responsible
manner.

Midwest Generation Operations does not set corporate policy per se, but supports
the corporate policies and objectives through directives, procedures and practices.

The Senior Vice President Midwest Generation Operations, with the assistance of
the department staff, establishes department specific policies, practices, safety
standards and guidelines for use in day to day decision-making in operating power
plants that support Company policy. In addition to company policy manuals, these
documents include department procedure manuals and station directives. The
Senior Vice President Midwest Generation Operations and management staff
evaluate results achicved at the station level. The evaluations are made on the basis
of the criteria established by the station goals, objectives, standards and guidelines.
Changes in department policies, practice and procedures are conveyed to employees
as they become known.

Department goal setting is coordinated by the General Manager Generation Services
and thc Manager Performance & Valuation in Generation Services. Goals are
designed to support the business plan of Commercial Power and are incorporated
within the Officer area goals of Commercial Power. Annual performance goals are
established for the Department including specific goals for each generating station.
Each performance goal established by Midwest Generation Operations is defined
in department and station Measures Programs. Meeting or exceeding annually
established performance goals is a measure of accomplishment of the objectives
of the department and station

By using the appropriate documents for guidance in anticipated situations, station

personnel can concentrate their efforts on improved methods of meeting
performance goals.
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Objectives that apply directly to each Station are paraphrased below.

e  When fulfiling the performance objectives established for each
station, the priorities for action are safety, environmental compliance,
availability, and efficiency.

s  Each station is operated in a competent, cost effective manner in
compliance with pertinent legal and regulatory requirements and
applicable codes and standards;

. Company representatives participate in activities of the community, the
public utility industry and those professional organizations that
contribute to achieving the objectives of the Company;

. Station management personnel maintain open communications and
constructive relations with each other, employees, the department staff,
personnel of other stations, other Company departments, local
residents and regulators;

o Station personnel review current practices and, where justified,
develop and apply improved methods and procedures; and

Strategic Planning

In support of the Company’s strategic plan, Midwest Generation Operations
develops a strategic work plan that addresses the financial, admmstrative and
operational annual and long term goals and objectives of the Commercial Power
strategy.

The strategy provides an outline of those issues, which are cntical to the
Department's continued success as well as the Department goals formulated to
address those 1ssues.

Midwest Generation Operations strategy is revised periodically in light of
modifications to the Company plans and goals.

Reporting for issues and goals is a continuous process. Measurable department
goals are monitored and reported monthly while key issues are reviewed and

reported as an integral part of the strategic planning process.

Oreanizational Structure

Midwest Generation Operations is under the general direction of the Senior Vice
President Midwest Generation Operations. One Vice President, three Station
General Managers, and a General Manager Generation Services report to the Group
Vice President Midwest Generation Operations. Midwest Generation Operations is
comprised of the staffs of generation stations and Generation Services personnel.

The organizational chart is for Midwest Generation Operations is attached as
exhibit MWGO-1
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The stations are organized along lines of major functional responsibility. The
station organization begins with the Production Group, which 1s comprised
primarily of operations and maintenance personnel.

Resnonsibilities

Generation Services is a staff group within Midwest Generation Operations and
assists the management teams at each facility by coordinating the flow of
information in and out of the overall Department. This group is responsible for
consolidating the fleet technical, operational and management information for
internal as well as external reporting. This group performs department goal setting
and reporting as well as consolidation of individual generating unit/station goals.
The unitied operating view of the department is developed and disseminated by this

group.

Midwest Generation Operations is responsible for the operational, maintenance and
administrative aspects of the Company's non regulated electric generating facilities.
It is the objective of Midwest Generation Operations to operate and maintain all
facilities for the production of electric energy at the lowest overall cost and in a
manner consistent with all federal, state and local regulations. Each station is
opcrated and maintained in a safe, efficient, reliable, and environmentally
responsible manner by the assigned station staff under the leadership and guidance
of the station manager. Authority for the general direction of the activities of the
station staff is vested with the station manager. The general division of work
activities and appropriate authority is delegated to organizational elements. In
addition, department personnel perform specific duties related to the planning and
oversight management of generating units that are operated by other utilities and are
jointly owned by the Company.

In carrying out its primary responsibility of operating and maintaining the assigned
generating facilities, Midwest Generation Operations assumes a range of subsidiary
responsibilities. These responsibilities are grouped into department responsibilities,
department statf responsibilities and station staff responsibilities.

Department Responsibilities

Department responsibilities are those that are applicable to all aspects of the
department, regardless of organizational assignment or geographical location.
These responsibilities may be delegated in part to individuals and/or orgamzations.
The basic test of department responsibilities is that significant actions are not taken,
or meaningful changes made in this responsibility area, without direction from the
Sentor Vice President Midwest Generation Operations.



The actions and accountabilities that are categorized as department responsibilities
are line functions. The following are typical department responsibilities:

¢ General Management of Department;

¢ Department Objectives and Annual Goals;

» Annual Performance Goals for Stations;

¢ Department Organization;

» Communication with Executive Management; and

s Department Policies and Procedures.

Department Staff Responsibilities

The department staff responsibilities are those responsibilities applicable to the
technical, administrative and personnel functions that are performed to support the
actions of the station staffs and to facilitate the management of the department.

Station Siaff Responsibilities

Station staft responsibilitics arc those responsibilities that are applicable to the
personnel of the Station Staff and relate to stations' personnel, property, structures
and equipment.

In addition to the specific management, department staff or station responsibilities,
each station manager participates in developing and planning goals and objectives of
their component and participates in the review and assessment of progress made
toward the achicvement of goals.

Managers are responsible for measuring, interpreting and reporting the level of
performance of their station and taking appropriate corrective action when required.

Praciices and Procedures

Midwest Generation Operations Duties

General management of the department is accomplished by exercising the following
managenial duties: ‘
» Establishing clearly defined objectives and goals;
¢ Quantifying the measures that constitute attainment of those goals;
» Assigning specific individual or organizational element responsibility for
attainment of the goals and objectives;
o Developing the measures of performance for the established objectives and
goals.
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Midwest Generation Operations Staff Duties

In organization terminology, department and station staff duties are predominantly
line functions. In contrast, the duties of the department staff are largely staff
tunctions, with few line functions. The following are typical department staff
duties:
» Administration of Personnel Policies and Practices;
e Budget Preparation/Review;
¢ Strategic Planning;
¢ Financial Planning;
Budget Variance Analysis;
Commonly Owned Uniis Coordination,;
Station Budget Reviews;
Cost Control;
* Coordination with Accounting and Engineering Departments;
s+ Maintenance Planning;
o Technical Liaison with Engineering;
¢ Engincering Analysis and Reports;
» Availability and Reliability Analysis;

Station Staff Duties

The Station Staff is responsible for assigning a sufficient number of qualified
personnel to monitor and operate the station systems and equipment necessary for
electric generation, including pollution control and waste or by-product material
handling responsibilities as appropriate The Station Staff is also respousible for
assigning a sufficient number of qualified personnel for accomplishing
maintenance and instrument and controls activities, as well as the operation of the
chemistry and test laboratory. Within this framework, station staff duties are a mix
of line and staff functions. Staff duties typically fall within the following areas:

s Direction of the Station Work Force;

¢ Personnel Assignments;

s Issuance of Station Policies, Directives and Procedures;

¢  Operations;
Fuel and Lime Handling;
Maintenance;
Flue Gas Desulfurization;
Training;
¢ Instrumentation and Controls; and
e Office Service and Document Control,

* &

Because of the importance of successfully operating each station, it is vital that
activities be performed in a manner that is supportive of Company objectives and
in close cooperation with other elements of the Company.
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Because of the need for specialized services and equipment, the functioning of the
station requires frequent interchange among the station staff, other Company
organization elements, vendors, and contractors.

The station staff obtains the support and assistance of many individuals and
organizational elements of the Company. This support and assistance takes
various forms. Interface activities are performed in accordance with custom and
past practice. To achieve efficiency and consistency in relationships with other
Company organizations, when practical such work activities and communications
are formalized into section procedures or instructions.

Organizational Premise

Midwest Generation Operations is organized to effectively perform the three types
of responsibilities and duties as previously identified. This organization is
established on the basis of the following precepts:
¢ All tasks are identified and assigned to individuals or organizational
elements for performance;
e Tasks are grouped in a logical and effective fashion into specific, clearly
defined positions; and
s Inter-plant communications and cooperation is encouraged. Organization
similarities permit the exchange of personnel for experience and staff
augmentation, and the interchange of data for comparison purposes.

The responsibility for decision making and action is assigned to the organization
level that has the information and facts necessary to make sound judgments, and the
authority to take effective action.

Dissemination of information through the department is intended to improve
uniform performance among the station staffs and enhance integrated action with
the department staff. Access to organization information permits personnel to
understand how their actions affect and refate to other stafi members.

Successively higher management positions direct concentration toward operational
and resource planning activities to ensure continued improvements in efficiency,

availability, environmental compliance and personnel safety.

Midwest Generation Operations Staff Assienments

The Midwest Generation Operations staff functions in three areas. First are those
activities which are designed to provide advice and counsel to the line organization,
and to develop policies, procedures and standards for the station staffs. Second are
those specifically designated services which for various reasons are provided by the
centralized function. The third area of activity of the department staff is to assist the
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station staffs in adhering to regulations, policies, procedures, instructions and
standards.

¢ Advice and Counsel - The department staff advises and counsels the line
organization on problem resolution and assists in the interpretation and
execution of policies, procedures, methods and standards. Staff personnel
gather and disseminate information, often of a specialized nature, to their
components of the organization. Staff personnel obtain assistance from and
communicate with other Company departments and with organization
components outside the Company;

» Service - Department staff personnel supply services to the stations when
they can be provided more economically or where specialized expertise is
required. Staff personnel provide services designed to help the station
manager, but do not impose or force their judgment or service on the
personnel with line authority; and

¢ Policies and Regulatory Adherence - When regulations, policies, procedures
or directives are issued, the department staff is frequently assigned to
interpret the manner in which the department and/or the stations are to
respond to or comply with the new requirements or standards. The
department staff’ assists with interpretation and recommended application.
Staff personnel respond to requests for policy or regulation clarification.

Functional Authonty

The Midwest Generation Operations staff, at the direction of the Senior Vice
President Midwest Generation Operations, develops policies, practices, programs or
standards in specific areas of their expertise following consultation with station
managers and/or section superintendents, after careful consideration of relevant
factors.

Following approval by the Senior Vice President Midwest Generation Operations or
executive management, and publication of such policies, practices, programs or
standards, station managers are responsible for observing the policies and carrying
out the directives.

Staff personnel have the duty and authority to satisfy themselves that properly issued
directives are being adhered to, exceptions properly identified and adequate

corrective action taken.

Authority and Relationships

The source and nature of authority exercised by the department staff is less clear cut
than for line managers, and thus their relationship with the line organization is of a
special and unique nature, To better understand this relationship, the following
principles apply:
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» The authority of staff personnel is derived from the knowledge, experience
and expertise of each individual, and from the requirements published in
policies, procedures and instructions, or authority specifically delegated by
the Group Vice President Midwest Generation Qperations;

Midwest Generation Operations has built a strong reputation for developing
aggressive, innovalive programs to lmprove service and decrease costs. In
particular, these programs have resulted in greater operating efficiencies and lower
operating costs as characterized in the following examples.

Electric Generating Efficiency and Reliability

Equivalent availability is a measure of generating unit rehability. Higher equivalent
availability indicates better reliability. Duke Energy Ohio operated generating units
achieved an equivalent availability of 85.49% tn 2005.

Decision Making and Control

The management philosophy of Midwest Generation Operations is characterized by
a system of centralized control with decentralized decision-making, with
participative management as the central theme. The station managers operate their
stations within the policy, goals, objectives and guidelines established by Midwest
Generation Operations.

This management philosophy was adopted with consideration of the remote location
of generating facilities and the requirements for seven-days-per-week around-the-
clock- operation. These conditions make it essential that station managers be
authorized to make necessary operating decisions within the constraints of Company
policies, procedures and authority delegation. In this regard, the overall
responsibility for station management is delegated to the station managers by the
Senior Vice President Midwest Generation Operations.

Each station staff is composed of personnel of various disciplines, experiences
and skills. It is the policy of station management to foster and encourage the
application and growth of each individual's base of skill and knowledge. To
achieve an atmosphere that is conducive to personal growth, station management
ascribes to the following premises for innovation and quality of work:

* Within the guidelines of established policies and procedures, personnel are
cncouraged to exercise their initiative to propose or try new methods or
approaches;

e It is recognized by station management that the experience and knowledge
of station personnel is the catalyst for ideas, suggestions and
recommendations for improving station performance; and

e Station manager and supervisors foster and stimulate the efforis of all
station personnel to conceive and contribute ideas for improved methods,
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better techniques or safer practices. Such ideas are encouraged, considered
and acted on through informal discussions, normal supervisory actions and
special communtications sessions.

Internal and External Communication

As an integral part of the Company management and communication processes,
the Semor Vice President Midwest Generation Operations has authorized the
publication of a series of manuals and procedures. The information contained in
the department's manuals and procedures represents the best known means of
pertorming work and taking actions. By adhering to the guidance of the manuals
and procedures, it is intended that station personnel will accomplish Company and
department objectives in a safe manner, in compliance with statutes, regulations
and agreements. The Station Manager or designee is responsible for external
communication specific to an individual station. For departmental items, the Senior
Vice President Midwest Generation Operations or General Manager Generation
Services, or designee is responsible for any external communications. Internal
communications are handled as appropriate in verbal, written and electronic
formats. Midwest Generation Operations communication processes are in two
major categories; verbal and written.

Verbal Communications

Verbal communication between and among individuals is the most prevalent form
of information transmission. Verbal communications include the conduct of
meetings and following are some of the meetings held on a monthly basis:.

Monthly Midwest Generation Operations Measures Meetings

The purpose of the meetings is to discuss station and department performance and
relevant items from staff meetings attended by the Group Vice President
Generation.

Monthly Midwest Generation Operations Extended Staff Mectings

The purpose of the meeting is to review various activities of each department
providing service to Midwest Generation Operations, and selected topics relevant
to Company, departiment and station performance.

Written Comununications

Written communications are essential supplements to verbal communication.
Written communication is to be used to supplemeat or confirm verbal
communication whenever practicable. The following documents are examples of
formal, written communications used by Midwest Generation Operations.
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Targets

On an annual basis, targets and goals are established for each organizational entity
in Midwest Generation Operations. On a monthly basis, department goals are
reviewed and the performance of each organizational entity is evaluated (see
discussion of Monthly Midwest Generation Operations Measures Meeting).

Operating Performance

Generation Services provides feedback of information to station and department
management for operating performance through several formal information
reports.

Environmental Performance

Generation Services provides feedback of information 1o station and department
management for environmental performance through monthly Measures reporting.

Requests for Information from Qutside the Department

It 1s often necessary, and sometimes requiréd, to provide information to
organizations outside of Midwest Generation Operations. Such information may
concern station and/or department performance data, statistics, design
information, etc. Examples of these organizations with which the depariment
regularly, or occasionally, communicates are regulatory agencies, industry groups,
consultants and contractors, and other utilities.

Response Guidelines

It is not possible to address every situation regarding communication of
information outside the department. However, the following general guidance is
to be observed when requested to furnish information to organizations outside of
the departmeat.

Repulatory Agencies

Requests from government organizations or regulatory agencies should be referred
to the General Manager Generation Services.

Method of Response

Information should be released via methods approved by the Senior Vice
President Midwest Generation Operations.
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Established Communication Channels

Communication channels that are established by approved procedures are to be
followed as described in the procedure. Such routine correspondence does not
require the specific notification or approval of the Group Vice President Midwest
Generation Operations.

When prior approval has been obtained for recurring exchanges of information, it
is not necessary to notify the Semior Vice President Midwest Generation
Operations for each subsequent exchange. An example of such communication is
the quarterly exchange of availability data with the North American Electric
Reliability Council (NERC).

Caution

In cases where requests are made informally, or where protocol is not followed,
caution and individual judgment must be exercised concerning whether or not to
respond to a request or to release information. When doubt exists concemning the
propriety of releasing information, consult with the appropriate Manager, General
Manager, or the Vice President Midwest Generation Operations.

Goal Attainment and Qualification

Meeting or exceeding the annually established goals is the measure of
accomplishment of the stations. Monthly, each station monitors the parameters that
measure the progress toward achieving annual goals. If performance is below the
pro-rated level of goal achievement, the station manager is responsible for
identifying the cause. In this circumstance the station manager is required to present
a plan of action for achieving the assigned goal.

Performance indicators utilized by Midwest Generation Operations are measures of
goal performance. Examples of performance indicators that relate to specific goal
performance are listed below:
o Safety - Lost Time Incidents and Rates;
o Safety - Injury Incidents and Rates;
Financial - O & M Budget Variance;
Financial - Cents/kWh Fuel, O & M, Lime;
Financial - Capital Budget Variance;
Financial - Inventory Reduction;
Steam Unit Performance — Commercial Availability; Equivalent Availability
Factor, Equivalent Forced Outage Rate;
» Performance - Combustion Turbine Successful Starts Percentage;
¢ Performance - Heat Rate; and -
» Environmental — Incidents and Severity/Response.

» & & @

_11_
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Timely collection and reporting of information is essential to providing adequate
control of station and department performance. Various station and department
procedures describe reports that are required for making information available for
cognizant decision makers.

Measurement of performance is accomplished through the Measures System

implemented in Power Operations. The Manager of Performance and Valuation in
the Power Services Department closely monitors station goal performance.

- 12 -
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Exhibit MWGO-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Senier Vice President Midwest Generation Operations
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Exhibit MWGO-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE
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Exhibit MWGO-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Vice President Generation Operations Non-Regulated

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

General Manager Il Non-Reg Fossil Station - Combined Cycle Assets

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

General Manager |l Non-Reg Fossil Station - Zimmer

Page 3 of 4
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Exhibit MWGO-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

General Manager Il Non-Reg Fossil Station - Miami Ft.
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Schedule §5-4.2

DUKE ENERGY
DUKE ENERGY OHIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

COAL GROUP
SFR Reference: Chapter IE (B)(9)(a)i),(b}(v)

Policy and Goal Setting

The Coal Group (Department) is responsible for providing fuel to the Company's
generating stations on a dependable basis, which works favorably in the station from
unloading through the burn process, at the best possible price consistent with
prevalling commercial and economic conditions and existing regulatory
requirernents.

The Coal Group is also responsible for establishing the Company policies,
practices and procedures associated with the acquisition and delivery of coal, oil,
lime and limestone. The business unit risk limits, commodity risk policies and
credit risk policies are reviewed and approved by the Company's Chief Risk
Officer and the Chief Financial Officer based on the strategy and risk tolerance for
the business as determined by senior management. To keep abreast of and provide
direction in an ever-changing coal market, the risk policies and objectives such as
hedging stralegy, inventory policy, and potential contracts for procurement of fuel
are reviewed periodically.

The Coal Group’s goals and strategies are designed to support the overall business
functions of Portfolio Risk Management (PRM). The goal setting process includes

input from Midwest Generation Operations, Commercial Analytics, and Finance.

Strategic Mlanning

The Coal Group’s strategic plan is a component of the Portfolio Risk Management
business plan. The PRM business plan uvtilizes Coramercial Analytics’ forecast of
fuel consumption, along with many other inputs received from various departments
throughout the company.
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Organizational Structure

The Coal Group is under the direction of the Managing Director Coal Risk
Management, who reports to the Vice President of Portfolio Risk Management.
Five positions report to the Managing Director Coal Risk Management: three
Ongnators, a Manager Fuel Supplies, and a Portfolio Analyst. The organization
chart is attached as Exhibit COG-1.

Responsibilities

The Coal Group is responsible for procurement of all coal, oil, lime and limestone
used at the company-operated electric generating stations. Additionally, the Coal
Group attends regular meetings and exchanges information periodically with DPL
and AEP pertaining to the procurement of fuel for the jointly-owned generating
stations. The department is also responsible for ensuring quantity and quality of
coal deliveries, arranging for the transportation of purchased fuel and lime, and
determining coal capability and optimum selection. This includes preparation of
records and reports for internal and external use.

Practices and Procedures

The Company, as a matter of GRM transaction policy, purchases fuel using both
contracts and spot market purchases. The majority of the forecasted coal
consumption is under contract. - This practice allows the Company to secure the
benefits of long-term contracts while maintaining the flexibility to utilize spot
purchases to absorb the changes in its coal requirements. The Coal Group utilizes
the expertise of Commercial Analytics to forecast the usage and associated expense
of coal, oil, lime, and limestone for generating units owned by the Company and
either operated by the Company or by other utilities.

Decision Making and Control

As mentioned before, fuel purchases are made either on fong-term contracts or from
the spot market. The hedging actions are determined by the output of the
Commercial Business Model. The contract purchases made by the Coal Group are a
result of a negotiated agreement with the producer, utilizing Duke Energy Ohio's
negotiating team. The members of this team generally consist of: an Originator, the
Managing Director Coal Risk Management, one member from the legal staff, and
one member from credit. This team recommends contracts, in final form, for

approval under policy guidelines based on the term and commitment amount of the
contract. :
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Day to day activities that support the Coal Group’s functions is delegated
appropriately to staff persons. The department encourages a participative
management style to allow each member of the department to fully perform his or
her job to the best of their ability and provide valuable input into the many decisions
necessary for the procurement of coal, lime, fuel oil, and limestone.

VI  Internal and External Communication

The Coal Group generally communicates with Power and EA hedging managers in
the Portfolio to understand the market impacts on the coal positions. Coal group
also communicates with other departments that include: Midwest Generation
Operations, Commercial Analytics, Engineering, Accounting, and Legal.

The Coal Group has recognized internal customers within the Company and has
identified the service standards required to meet the needs of these internal
customers. On a day-to-day basis, the Coal Group must communicate with
generating stations to coordinate barge deliveries. The Coal Group also maintains
the ComTrac data processing system (Commodities Tracking System). This system
allows the stations to enter all fuel data such as barge weights, coal quality, and
vendor names for data base uses. This system also provides pricing mechanisms for
determining proper coal payments and processing of accounting transactions. The
Coal Group also maintains all contracts in the Coal XL system to allow for accurate
reparting of forwarding contracts and positions.

The Coal Group also interfaces closely with the Midwest Generation Operations for
individual unit data for the fuel budget model and other engineering studies that may
occur.

The Engineering Department is responsible for implementing design changes in fuel
handling equipment, sampling and testing equipment, and designing and
constructing ash storage facilities. Document exchanges such as coal pile inventory
determinations, ash disposal studies, etc., occur on a periodic basis.

The Coal Group interfaces with Midwest Generation Operations to determine unit
operating schedules and unit dispatching calculations as related to fuel costs.
Writien estimates of fuel costs are submitted weekly via the Energy Cost Manual,
which contains internal guidelines governing unit dispatch.

Contract proposals and amendments are evaluated on the basis of incremental
impact on the forward position, impact to estimated fuel costs (fully-loaded for

emission allowances, €tc.), economic value relative to the Portfolio.

Sarbanes Oxiey Department also conducts audits on a quarterly basis to ensure that
consistent and accurate practices are maintained and documented.
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External communications involve corresponding information among co-owners of
some of the generating facilities; namely, DP&L and AEP. These companies also
pertorm periodic audits of Duke Energy Ohio's fuel procurement practices.

Other external communications that occur are with coal vendors, transportation
companies, railroad companies and other organizations related to the coal industry.
Written documents are exchanged to facilitate business transactions for procuring,
transporting and using fuel.

VIIL Goal Attainment and Qualification

The Coal Group evaluates its performance related to contract execution, portfolio
optimization, customer service, and management of hedges under the guidelines of the
Portfolio. Performance is also measured on an individual basis through annual reviews
of each employee’s performance as defined by tasks that were given during the year.
These include: developing internal and external customer relationships, developing
producer databases to help evaluate price and quality issues, and support the coal
hedging needs of Portfolio Management.
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DUKE ENERGY
DUKE ENERGY ORIO

SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION

COMMODITY LOGISTICS
SER Reference: Chapter ¥ (BY9Xa)(ii,iv,v)

Policy and Goal Setting

Commodity Logistics is responsible for all scheduling activities/requirements for
coal, oil, lime and gas transactions as well as all power transactions. The objective
of Commodity Logistics group is to perform all scheduling functions within
industry guidelines and established timelines.

The Commodity Logistics group supports and abides by the corporate policics and
objectives as outlined within the Code of Business Ethics, Code of Conduct, Risk
Policy, and Antitrust and Trade Regulation Compliance manuals. In addition, all
functions performed are fully compliant with Sarbanes Oxley {SOX) requirements.

The goals of the Commodity Logistics group are structured to support the business
functions of the Commercial Asset Management (CAM) team. Individual as well as
teamn goals are established by the manager of Commodity Logistics and submitted to
the Senior Vice President of CAM. Each year the Senior Vice President requires his
management team and their direct reports to use the Duke Energy Performance
Management system to provide individual and team objectives that are used to align
and measure departmental performance with the CAM business goals.

Strategic Planning

The Manager, Power Scheduling of Commodity Logistics is responsible for all day-
to-day scheduling activities and ensures that all scheduling functions remain fully
compliant with established contractual and regulatory requirements and protocols.
The Manager of Commodity Logistics and its direct reports are tasked with the
responsibility of monitoring and conveying any changes to and/or modifications of
established contractual and/or regulatory guidelines to the appropriate CAM
department personnel to ensure total compliance at all levels.

Organizational Structure

The Manager, Power Scheduling of Commodity Logistics reports directly to the
Senior Vice President, Commercial Asset Management. Six positions report to the
Manager of Commodity Logistics. Those positions are as follows: Power Scheduler
(2), Coal Scheduler {2), Quality Control (1), and Sr. Fuel Field Rep. (1).

The organization chart for Commodity Logistics is shown is Exhibit CL - 1.
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Responsibilities

Commodity Logistics has the responsibility of scheduling the receipt and delivery of
all fuel purchases and sales as well as all energy transactions conducted by the CAM
organization. The Manager of Commodity Logistics, in addition to assigned daily
functions, has the following responsibilities:

¢ Compliance of internal, state and federal protocols and requirements;

+ Compliance of the company record retention policy;

» Setting objectives and (short-term & long term) goals;

s Communication with Management, Risk Management, Settlements and

Accounting groups ; and
» FEstablishment of Procedures, Processes and Standards.

Other responsibilities are assigned as follows:

Power Scheduler

Coordinates and schedules all power and gas fransactions with various
counterparties. Submits load forecasts and energy schedules to the appropriaic
Independent System Operator (ISO) and/or Regional Transmission Organization
(RTO).

Coal Scheduler

Monttors dam and lock conditions on various rivers as well as general niver
conditions and traffic. Coordinates and schedules all coal purchases and sales with
various counterparties. Coordinates and schedules the receipt and delivery of coal
and lime products with various transportation companies. Manages and maintains
stock inventortes at various dock locations.

Quality Control

On-site coal quality inspector. Monitors and inspects coal mines and loading
facilities on a routine basis. Ensures correct coals are loaded for plant consumption.
Ensures coal quality and tonnage information is received by appropriate personnel.

Senior Fuel Field Representative

Monitors and inspects coal mines and loading facilities on a routine basis. Ensures
correct coals are loaded for plant consumption. Acts as the company liaison for the
various coal and oil suppliers. Orders and schedules delivery of oil for plant
consumption.
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Practices and Procedures

Commodity Logistics is responsible for providing accurate scheduling and
business support activities to Generation Dispatch and Operations, Cormmnercial
Fuels, Enterprise Credit Risk Management, Bilateral Settlements, Power
Operations, Global Risk Management and Accounting departments. The objective
of the Commeodity Logistics group is to receive, deliver and schedule all CAM
transactions in the most time and cost efficient manner while abiding by all rules
and protocols. A brief description of these practices and procedures is described
below:

» Monitor current river conditions and the Corp of Engineers website to
obtain current and forecast river condition reports and convey information
obtained to appropriate personnel. Apply information obtained to current
and/or future scheduling activities to mimmize cost impact while still
meeting needs of the generating facilities;

* Monitor the ISO and RTO websites for notification of modifications
and/or revisions to current business practices, market rules or conditions
and convey information to the appropriate personnel. Information obtained
may or will be applied to current and/or future scheduling activities;

e All scheduling activities and logs are properly recorded and retained
within the company per established guidelines and remain fully compliant
with all internal and exiernal rules and protocols;

* Obtain projections for system load & full requirement load and submit
data to the appropriate ISO/RTO within established time constraints;

» Conduct periodic inspections of vartous loading, unloading and storage
tacilities for compliance and accuracy of inventories. Conduct spot
inspections of quality sampling activities;

¢ Provide sound analytical analysis and forward-looking projections of
market conditions (mining operations, conditions possibly impacting
market activity) and report findings to appropriate personnel;

¢ Discuss current and future plant operations with Generation Dispatch and
Operations personnel to determine fuel supply needs; '

e Monitor and maintain barge inventory to minimize shipping company
demurrage charges; and

¢ Monitor on-site inventories of oil and lime at the generating facilities and re-
order as required {o maintain sufficient quantities at all times

Decision Making and Control

All scheduling activities are conducted within established guidelines and protocols.
The Commodity Logistics group fully supports and adheres to all controls, rules,
regulations and policies. Decisions are made based on thorough studies, analysis
and/or communications.
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VI

Internal and External Communication

Commodity Logistics works very closely with a number of commercial and/or risk-
management groups both within as well as external to the Company. Internal
(company) groups include:

» Generation Dispatch and Operations;
» Commercial Fuels;

s Enterprise Credit Risk Management;
+ Bilateral Settlements;

» Power Operations;

* Global Risk Management;

¢ Accounting;

« Human Resources: and

» Information Technology

External companies are those approved by the company to conduct business with,
governmental agencies and vendors.

Internal and external communications are conducted via meetings (in-person, video

and/or teleconference), industry organizations, reports, presentations, phones, mail
courier, electronic notification, facsimile and at desk interactions.

Goal Attainment and Qualification

The Commodity Logistics group provided a three tier performance metric for which
performance will be measured. Meeting or exceeding the annually established goals
is the measure of accomplishment of the Department. Examples of performance
indicators that relate to specific goal performance are listed below:

« Record retention compliance with Company protocols;

¢ Scheduling activity in compliance with Sarbanes Oxley requirements; and

o Compliance of loading and storage facilities.

Employees receive annual performance reviews listing measurement and progress
towards individual goals in support of the department and corporate goals.
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Exhibit CL - 1

Commodity Logistics
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Schedule 5-4.2

DUKE ENERGY
DUKE ENERGY OHIO
SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION
Generation Dispatch and Real Time Operation
SFR Reference: Chapter INBX9)(a)i,ii,iii,x), Chapter 11 {B)9)(g)(vii)

Policy and Goal Setting

The Generation Dispatch and Real Time Operations Department (“RT Ops”) at the
direction of the Director, Generation Dispatch and Real Time Operations and
associated statf, manages the economic dispatch of the Company’s generation fleet
with the specific goal of providing reliable power to the Company’s on-system retail
load obligations and certain atfiliated and non-affiliated off-system sale commitments
on a least cost basis. Economic dispatch considerations include, among other things,
the prevailing cost of fuel stock for coal-fired, natural gas-fired and oil fired generation
assets. The Company must comply with numerous environmental laws and regulations
promulgated by the Environmental Protection Agency as part of the Clean Air Act.
Consequently, the Department must account for the cost of poliution control
allowances (i.e., SO2 and NOx) purchased from third-party suppliers when making its
economic dispatch determination. Other factors included in the Department’s dispatch
considerations include, but are not limited to, operational limits and availability of the

_various generation assets, transmission constraints associated with both generation
facilities and power purchases trom external sources, and “must run” dispatch orders
by the Midwest Independent System Operator and/or the Balancing Authority.

The goals of the Generation Dispatch and Real Time Operations Department are
structured to suppost the business functions of the Commercial Asset Management
(CAM) team. Individual as well as team goals are established by the Director, RT Ops
and submitted to the Semor Vice President of CAM.

Strategic Planning

The Director, RT Ops is responsible for all day-to-day functions and short term outage
planning associated with carrying out the goals set forth above. In carrying out this
responsibility, the Director, RT Ops seeks advice and counsel from the staff that directly
supports this function as well as from the Non-Regulated Generation Services
management and support staff such, Legal, Settlement, and Accounting Departments.
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Organizational Structure

The Director, RT Ops reports to the Senior Vice President, Commercial Asset
Management. The following positions report to the Director, RT Ops:

Generation Dispatcher (5 Positions);
Hourly Trader (5 Positions);
Analyst, Load Forecast; and
Generation Coordinator.

The organization chart for RT Ops is shown as Exhibit RT — 1.

Responsibilities

RT Ops has the responsibility for managing and maximizing the value of the physical
portfolio of power. Overall responsibilities are handled by the Director and are as
follows:

General Management of the Department;
Department objectives and annual goals;
Communication with Management;

Department Policies, Procedures and Standards; and
Resource allocation within the Department.

Other responsibilities are assigned (o the Sections and are as follows:

Generation Dispatchers:

s Managing the Balancing Authorities NERC compliance obligation. Those
obligations include CPS1, DCS, and BAAL,;

» Communication to all plants to communicate directions from the BA
and/or MISO;

s Focus on the real time economic dispatch of generating units to meet
schedule obligations in an economic manner while maintaining
compliance with reliability standards.

* Maintaining accuracy of the MISO outage scheduler.

Hourly Trader:

¢ Focus on the real time economic dispatch of generating units to meet load
obligations in an economic manner while maintaining compliance with
reliability standards;

o Enter day ahead offers for the MISO Energy Market. This includes the
unit availability, derates, unit parameters, and offer components (Start-up
offer cost, no load offer costs, and incremental energy offer);

¢ Communicate with MISO;
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e Communicate with outside counterparties regarding any hourly business;

Analyst, Load Forecasts:
s Develop and provide short term load forecast covering native load and any
coniractual obligations by hour for the next 7 days;
« Communicate short term load forecast to Portfolio Management in;
» Communicate updates in short weather outlook;
o Provide next day load forecast to Power Scheduling for entering the
Demand Bid into the MISO Energy Market.

Generation Coordinator:

+ Communicate with generation plants regarding daily load conditions, unit
operating capabilities and outage & derate information;

s Conduct morning call with all generation plants to determine availability;

¢ Insure offers to the MISO convey the information received from the
plants;

« Work with Non Regulated Generation Services and Portfolio
Management on short term outage planning in order to minimize cost;

Practices and Procedures

The management philosophy of RT Ops is to create a least cost reliable supply for
customers and maximize value for the stakeholders. A brief description of this process
is as follows:

For each hour of the current day through the next seven-day pertod, a detailed plan is
constructed that includes:

Native load forccast;

Full Requirement load forecast;

Available generation supply;

Incremental and average variable unit production costs on a per unit basis
(includes changes in production costs due to changes in fuel, SO2, NOx, and
other costs);

Physical constraints of generating units {minimum up time and minimum down
time requirements, minimum and maximum loading, ramp rates, automatic
generation control capability, unit testing, etc.) are considered;

Required spinning reserve requirement (the combination of required contingent,
regulating, and supplemental reserves);

Required regulating reserve required;

Preexisting purchases and sales;

Customer choice (alternate supplier) load; and

Viewpoint of the regional prices of power.
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Decision Making and Control

RT Ops values accountability and clearly delineated responsibility, operating in an open
and honest manner. We strive to have a high level of efficiency emphasizing
communication. Controls and risk policies are adhered to rigorously. The nature of the
porttolio requires coordination and teamwork.

Internal and External Communication

Generation Dispatch and Real Time Operations works closely with a number of
departments within the Company and outside the Company. These depariments and
outside entities are:

¢ Portfolioc Management;

» Oniginatton;

Legal & Reguiatory;

Corporate Planning;

Power Scheduling

Non Regulated Generation Services
Generation Operations;

Global Risk Management;

Electric System Operations/Transmission Operations;
Accounting;

Bilateral Settlements

Human Resources;

Balancing Authority;

Information Technology;

o Midwest ISO; and

+ PJM Interconnection.

L 4

4 & & & & B»

Meetings, memoranda, and phone conversations are some of the means in which
communications take place. Formal presentations are occasionally given to keep other
departments informed, and the lines of communications open.

External communications are maintained through management meetings, industry
organizations, written, oral and personal contacts with customers, governmental

agencies, vendors, as well as through other Company departments.

Goal Attainment and Qualification

A comparison of budget versus actuals for generation, revenues and costs are provided
on a monthly, quarterly and annual basis. Load forecasting group compares its forecast
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against actual, and reports the variance on a daily basis, thus measuring their load
forecasting performance.

Performance of individuals are measured through annual reviews.  Successful
completion of tasks 1s a measure of goal attainment.
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Exhibit RT -1

Generation Dispatch and Real Time Operations

Dic., Gen. Dispatch & Qps.’ "
41168 Commercial Asset Mgmi. .
A e

- Gerieration ‘Dispatoher.
(5}

T '_ Power Tradet- - -
‘ - (4 ‘

" Fugl Asset Specialist
4
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Schedule S-4.2

DUKE ENERGY
DUKE ENERGY OHIO
SUMMARY OF POLICIES, PRACTICES AND ORGANIZATION
PORTFOLIO RISK MANAGEMENT
SFR Reference: Chapter [I{BY 9N a)(i,ii,iil,x}

Policy and Goal Setting

The Portfolio Risk Management Department (PRM) at the direction of the Vice-
President, Porifolio Risk Management and associated staff, manages the economic
dispatch of the Company’s generation fleet and power purchases from third-party
suppliers with the specific goal of providing reliable power to the Company’s on-
system retail load obligations and certain affiliated and non-athiliated off-systemn sale
commitments on a least cost basis. The goal for the company’s Duke Energy North
America (DENA) gas assets is to increase ufilization of assets and ultimately create a
positive margin. Economic dispatch considerations include, among other things, the
prevailing cost of fuel stock for coal-fired, natural gas-fired, and propane gas-fired
gencration assets. The Company must comply with numerous environmental laws and
regulations promulgated by the Environmental Protection Agency as part of the Clean
Air Act. Consequently, the Department must account for the cost of pollution control
allowances (i.e., SO2 and NOx) purchased from third-party suppliers when making its
economic dispatch determination. Other factors included in the Department’s dispatch
considerations include, but are not limited to, operational limits and availability of the
various generation assets, transmission and transportation capacity limits or constraints
associated with both generation facilities and power purchases from external sources,
Pipeline directives and “must run” dispatch orders by the Midwest Independent
System Qperator (“MISQO™), Pennsylvania, Jersey, and Maryland Connection
Inc.,(PIM) and/or the Control Area Operator.

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

The goals of the Portfolio Risk Management Department are structured to support the
business functions of the Commercial Asset Manageraent (CAM) team. Individual as
well as team goals are established by the Vice President, PRM and submitted to the
Senior Vice President of CAM.
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Strategic Planning

The Vice President, PRM is responsible for all day-to-day functions and long-term
planning associated with carrying out the goals set forth above. In carrying out this
responsibility, the Vice President, PRM seeks advice and counsel from the staff that
directly supports this function. He also consults Generation planning and Dispatch
Group, Commercial Analytics Group, and Logistics Group with Commercial Asset
Management Services (CAMS), and with the support staff such as the Legal and
Accounting Departments.

Orgamzatipnal Structure

The Vice President, PRM reports to the Senior Vice President (CAMS). The following
positions report to the Vice President of PRM:

Desk Head, Coal Group;

Power Portfolio Mangers — Term, Day-Ahead and Real-Time;
Portfolio Manager, Gas Risk Management

Portfolio Manager, Financial Transmission Rights; and
Portfolio Manager, Emission Allowances.

An organization chart for the Vice President PRM is attached as Exhibit PO-1.

Responsibilities

PRM has the responsibility for managing and maximizing the value of the physical
portfohio of power, fuel, generating capacity and emissions. Overall responsibilities are
handled by the Vice President and are as follows:

General Management of the Department;
Department objectives and annual goals;
Communication with Management;

Department Policies, Procedures and Standards; and
Resource allocation within the Department.

Other responsibilities are assigned to the Sections and are as follows:

Portfolio Managers
s Position - maintenance and communication;
e View based on understanding of the fundamentals affecting price and
volatility with their portfolio;
» Articulate and execute a hedging strategy consistent with the position and
view; and
s Process continuously improve and document tasks and procedures.
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Short Termm Manager

¢ Focus on the real time economic dispatch of generating units o meet load
obligations in an economic manner while maintaining compliance with
reliability standards;

+ Develop and provide load forecast covering native load and contractual
obligations; and

e Focus on managing economic position of DENA gas-assets to maximize
revenue and capacity factors within constraints of units and pipeline
guidelines

» Communicate with generation plants regarding daily load conditions, unit
operating capabilities and offer preferences and outage information.

Practices and Procedures

The management philosophy of Portfolio Risk Management is to create a least cost
reliable supply for customers and maximize value for the stakeholders. A brief
description of this process is as follows:

For the management of gas-fired assets, for each hour of the current day through the next
day, {or three days for Saturday to Monday) a detailed plan is constructed that includes:
Available generation supply;

Incremental and average variable unit production costs on a per unit basis;

Basis of units against AD hub

Physical constraints of generating units {minimum up time and minimum down
time requirements, minimum and maximum loading, tamp rates, automatic
generation control capability, unit testing, etc.) are considered;

& Transmission capability;

Based on the gas and prices of power in PIM and MISO:
-« Short-term view is developed.
e Power is offered in the physical market; simultaneously gas desk will decide
whether or not to purchase gas in the day-ahead market for economic position.
e Units are offered to PJM and MISO in day-ahead markets at the respective
deadline. Power sales made in the day-ahead market are decremented using the
PIM virtual market
¢ PRM receives a commitment from the PJM or MISO at 4p.m for day-ahead
awards
*  Once PRM receives a commitment from the RTO a decision is made how much
incremental gas needs to procure real-time and to roll the balance position with
the next-day position; If physical gas is not available, the prompt month Nymex
futures are executed as a proxy hedge. These hedges are sold as soon as the
physical gas is purchased
e For unit dispatch for gas-fired peaking assets, a decision is made whether to .
purchase gas in real-time or to borrow gas from pipeline ( mainly dictated by
constraints imposed by the pipeline) '
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For each hour of the current day through the next seven-day period, a detailed plan is
constructed that includes;

s Native load forecast;

o Full Requirement load forecast;

e Available generation supply;

¢ Incremental and average variable unit production costs on a per unit basis
(includes changes in production costs due to changes in fuel, SO2, NOx, and
other costs);

» Physical constraints of generating units (minimum up time and minimum down
time requirements, minimumn and maximum loading, ramp rates, automatic
generation control capability, unit testing, etc.) are considered,

» Required spinning reserve requirement (the combination of required contingent,
regulating, and supplemental reserves);

» Preexisting purchases and sales;

» Transmission capability;

¢ Customer choice (alternate supplier} load; and

s Viewpoint of the regional prices of power.

Within the constraints listed above, for each hour the short-term Managers (construct a
plan to balance our system in the most economic manner, maximize the value of our
generation portfolio, and minimize the cost to supply our customers, full requirement
toad, and power sales positions. The basic premise is:

o If a generating unil is less expensive than the prevailing market price of power,
that unit’s generation is increased until its incremental cost is the same (or less
than if that unit is increased to its maximum loading) as the market price (i.e., ifa
‘unit 1$ in the money we increase its output);

« | a generating unit is more expensive than the prevailing market price of power,
that unit’s generation is decreased until its incremental cost is the same (or
greater than if the unit drops to its minimum loading) as the market price (i.e., if
a unit is out of the money we drop its output or take it off-line, depending on the
economics of the situation, as well as it’s physical constraints); and

e The above process is managed through our continual power exchanges with
external counter parties.

This long-term thru 2008 is managed in a similar manner as stated above. A proposal
request has been made to senior management to extend the management honzon to

2010.

Decision Making and Control

Portfolio Risk Management values accountability and clearly delineated responsibility,
operating in an open and honest manner. We sirive to have a high level of efficiency
emphasizing communication. Controls and risk policies are adhered to nigorously. The
nature of the portfolio requires coordination and teamwork.
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Internal and External Communication

Portfolio Risk Management works closely with a number of departments within the
Company. These departments include:
. Onhline Exchanges;

¢ Brokers in the Over-the-Counter Market;

» Counterparties;

e Commercial Analytics Group

e Origination;

» Legal & Regulatory;

+ Corporate Planning;

e luels;

s Power Operations;

» (lobal Risk Management;

¢ FElectric System Operations/Transmission Operations;

e Accounting;
Human Resources;
Corporate Communications and [nvestor Relations;
Information Technology; and
Distribution Services/Transportation Services.

¢ ¢ @

Meetings, memoranda, and phone conversations are some of the means in which
communications take place. Formal presentations are occasionally given to keep other
departments informed, and the lines of communications open.

External communications are maintained through management meetings, industry
organizations, written, oral and personal contacts with customers, governmental

agencics, vendors, as well as through other Company departments.

Goal Attainment and Qualification

A comparison of budget versus actuals for generation, revenues and costs are provided
on a monthly, quarterly and annual basis. Load forecasting group compares its forecast
against actual, and reports the variance on a daily basis, thus measuring their load
forecasting performance.

Performance of individuals is measured through annual reviews. Successful completion
of tasks is a measure of goal attainment.
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Exhibit PO-1

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Senior Vice President Commercial Asset Management

VP Market & RTO Services.
141085 - Market & RTO Sves .
" Loy

DUKE ENERGY CORPORATION MANAGEMENT STRUCTURE

Vice President Portfolio Risk Management

- Merger and Acquisilions My:
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Schedule S-4.2

DUKE ENERGY
DUKE ENERGY OHIC
SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION
COMMERCIAL ANALYTICS, STRUCTURING & FUNDAMENTALS
SFR Reference: Chapter II(BX9) (a)(ii,iv,v)

Policy and Goal Setting

Commercial Anatytics, Structuring & Fundamentals is responsible for providing
sound modeling and analytical support to Commercial Asset Management, Power
Operations, Budgets and Forecasts and other groups. The objective of
Commercial Analytics, Structuring & Fundamentals is to provide the analytical
means and processes for Commercial Asset Management Group, Operations
Group and other groups to make optimal decisions on behalf of the Company’s
customers and sharcholders.

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

The goals of the Commercial Analytics, Structuring & Fundamentals Department
arc designed to support the business functions of the Commercial Asset
Management (CAM). The goal setting process begins with the Department Vice
President and includes input from the Commercial Asset Management and
Operations. Each year the Department Vice President requires his management
team and their direct reports to use the Duke Energy Performance Management
system to provide Key Performance Indicators (KPI) that are used to align and
measure departmental performance with the CAM business goal.

Strategic Planning

The Vice President of Commercial Analytics, Structuring & Fundamentals leads ail
efforts of making strategic plans to develop new models and/or upgrade existing
models based on frontier theorctical research, technology advancement,
environmental regulation changes, industry de-regulation status, and business
owners’ needs. Since model development is a lengthy process, we must proactively
make long-term plans.
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Oreamzational Struchure

Commercial Analytics, Structuring & Fundamentals is under the direction of the
Senior Vice President, Commercial Asset Management. Ten positions report to the
Vice President, Commercial Analytics, and Structuring & Fundamentals: Director
of Model Development, Manager of Portfolio Analysis, Manager of Quantitative
Analytics, Manager of Structuring-Power, Manager of Structuring-Fuel, Senior
Quantitative Researcher, Senior Quantitative Analyst, Senior Fundamental Analyst
and two portfolio Analysts. The organizational structure is presented on Exhibit
CA-L.

Responsibilitics

Commercial Analytics, Structuring & Fundamentals has the responsibility of
supporting across-the-company efforts to maximize the interest of customers and
shareholders. The Vice President handies the foliowing overall responsibilities:

s Provision of Intellectual and Technological leadership;

» Resource Management of the group;

« Setting objectives and (short-term & long term) goals;

¢ Communication with Management, Commercial Groups and Risk Groups;

and
» Establishment of Procedures, Processes and Standards.

Other responsibilities are assigned as follows:

Director of Model Development

Coordinating and managing system projects, designing database structures and
modeling interfaces for our valuation system, and providing technical support for
commercial asset management, power operations, risk management and other
business functions.

Manager of Portfolic Analysis

Managing load information databases and long-terin load forecasting models,
conducting weather and load analysis, and providing related analytical support to
help Commercial Asset Management more effectively manage its cross commodity
posttions.

Mamnager of Quantitative Analytics

Responsible for developing models in support of risk management and portfolio
optimization functions, and providing sound theoretical research.
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Manager of Structuring

Responsible for supporting risk managers and onginators with deal pricing and
analysis, tracking and managing deal flows, as well as facilitating communications
between groups.

Sentor Quantitative Researcher

Responsible for conducting research in the valuation methodology of financial and
physical trading instruments and/or derivatives, and developing models to support
Commercial Asset Management, Power Operations and other groups.

Sentor Quantitative Analyst

Providing analytical support to Commercial Asset Management, Power Operations
and other groups to help them most effectively manage their business in the best
interest of custorners and sharcholders.

Senior Fundamental Analvst

Providing fundamental information/analysis/views on power, gas, coal, oil and
emission allowance markets to support CAM’s strategic and daily decision making.

Portfolio Analysts

Providing daily position and analysis support to fuel desk head, power desk head,
generation dispatching desk head and logistics desk head within Commercial Asset
Management.

Practices and Procedures

Commercial Analytics, Structuring & Fundamentals is organized and positioned
to support and ensure optimal decision-makings on behalf of Company customers
and shareholders. A brief description of the management practices and procedures
is described below.

From a functional perspective, Commercial Analytics works closely with the
above groups to perform these duties:

Model Development and Administration
s Developing state-of-the-art models and analytical tools;
» Developing, maintaining and up-grading models for the pricing of full
requirement deals, tolling deals, forced outage insurance, weather
derivatives and other exotic options;

- 3 -
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Developing, maintaining and improving the commercial business model
for the projections and anatysis by unit generation MW hours, revenues,
O&M costs, margins, fuel burns, SO, emissions, NO, emissions, CO;
cmissions and mercury emissions;

Developing and maintaining models for the projections and analysis of
system load & full requirement load, for the scenario and sensttivity
analysis on power & fuel market, weather, unit performance,
environmental regulation cases; and

Developing and maintaining models for the quantification of risks of
structured deals and the power generation and load portfolic.

Providing Seund Analysis and Forward-Looking Prejections

Performing daily model runs for updating Portfolio Optimization’s
generation positions, toad positions, SO, positions and NO, positions;
Running optimization model to analyze and select the most econonic and
reliable ways to serve our customers and optimize shareholders value at
the same time;

Conducting daily model runs for uwpdating Commercial Fuel's coal
positions;

Providing daily sensitivity metrics for power, fuels, SO, and NO positions
to multiple risk factors;

In support of the Company’s annual budgeting and five year planning
process, Commercial Anpalytics provides comprehensive analysis of
generation, revenue, cost, ernissions among others;

Providing by unit and by hour generation prOJectlons to support Power
Operations annual planning efforts; and

Performing environmental and deregulation scenario analysis for our
company’s earning and risk profiles.

Pricing Structured Deals, Valuing Assets and the Market and Credit Risks

of Structured Deals in our Portfolio

Pricing structured deals that Portfolio Optimization need to best serve our
customers and optimize value;

Providing asset valuations for our entire generation fleet or any units of the
companies’ interest; and

Providing market risk and credit risk metrics for individual deals and the
entire portfolio;

From a process management standpoint, Commercial Analytics, Structuring
& Fundamentals uses or conducts the following processes:

Meodel Changes and Controls

Model designing, implementation, testing and user acceptance and external
and internal auditing process;
— 4 —
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Uses frontier research and technology in designing and implementing
models;

Conducting comprehensive testing of all models;

Working closely with business users in due testing process, and getting
users’ approval of new models;

Getting models validated internally by Global Risk Management (GRM]);
Model change control process for models in production;

Maintaining three environments for ali models (production, testing and
development environments) to ensure the integrity of the models;
Following model change control protocols established by GRM and
external auditors; '

Any model change must be requested by business users, implemented and
tested by Commercial Analytics and users, validated and approved by
GRM based on the conirol protocols; and

With approval from all parties listed above, Information Technology (IT)
controlling center pushes through new changes into production.

L]

*

CXL System Daily Update

» Generation, load, fuel and emissions projection updates from depariment
models are made to CXL system based on market information,
operational information and environmental regulation status.

» Hourly power prices update to CXL.

Risk Analvtics and Pricing Svstem Update
o Fully calibrating the simulation and valudtion system to newest market
information;
o Saving all simulation data into the system;
¢ Running all sensitivity cases and saving all data into the system; and
»  Portfolio Optimization and Commercial Fuels groups use the above
information to make daily decisions.

Deal Tracking and Database Maintaini £s
¢ Recording and updating the status and structures of deals to facilitate the
execution of new deals and the management of existing deals; and
* Providing deal summary reports to senior CBU executives.

Decision Making and Control

Commercial Analytics, Structuring & Fundamentals Group values intellectual
integrity, professionalism, responsibility and accountability. All activities in
research, model development, analysis, system and technical support are conducted
in an open and honest manner. We adhere to controls, protocols and policies with

 —
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great rgor. Decisions are made based on thorough studies, analysis and
communications and principles.

Internal and External Communication

Commercial Analytics, Structuring & Fundamentals works very closely with a
number of commercial and risk groups within the Company. These groups are:

» Commercial Asset Management;

¢ Budgets and Forecasts;

e Power Operations;

» Global Risk Management;

s Accounting;

» Human Resources; and

o Information Technology

We communicate through meetings, reports, presentations, phones, email and at
desk interactions.

External communications are with external auditors, internal auditors, consulting
firms, research institutions and conference organizations.

Goal Attainment and Qualification

Meeting or exceeding the annually established goals is the measure of
accomplishment of the Department. Performance indicators are measures of goal
performance. Examples of performance indicators that relate to specific goal
performance are listed betow:
o Timeliness of daily projections for managing fuel, power, NO, and SO,
posttions;
e Quality and timeliness of deliverables for model development/update/
admimistration;
o Timely and accurate pricing of structured deals that Commercial Asset
Management needs to best serve our customers and optimize value; and
» Employee development.

Employees receive semi-annual performance reviews to measure and report
progress towards individual goals in support of the department and corporate goals.
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Exhibit CA-1

Duke Energy Corporation Management Structure

Vice President Commercial Analytics
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Schedule 5-4.2

DUKE ENERGY
DUKE ENERGY OHIO
SUMMARY OF MANAGEMENT POLICIES, PRACTICES AND ORGANIZATION
MARKET & REGIONAL TRANSMISSION ORGANIZATION (RTO) SERVICES
SFR Reference: Chapter I{BY®)(a)}(1,13,111,x), Chapter I (B}9){g)(vii)

Policy and Goal Setting

The Market & RTO Services Group at the direction of the Vice President, Market
& RTO Services is responsible for monitoring and identifying commercial
opportunities and risks impacting Duke Energy Ohio’s (DEQ) unregulated
generation from market policy changes occurring within the two organized
electricity markets and at the Federal Energy Regulatory Commission (FERC).
Specifically, the Group is an active market participant in 12 PIM committees and
15 MISO committees that have the potential to impact the P&L of DEQO assets.
Depending upon the issue and forum within the RTQ, the Group advocates for
pelicy changes beneficial to the unregulated generation fleet consistent with
overall Duke Energy Corporation policy. To the extent the Group’s issues are
addressed at FERC or FERC initiates proceedings impacting the unregulated
gencration fleet, the Group coordinates its position and comments via the Federal
Regulatory Policy Group. The Group is also responsible for developing effective
relationships with the RTO market admunistrators and monitors.  Finally, as
requested by the Senior Vice President — CAMS, the Group supports analysis,
filings, testimony and data requests related to Ohio’s Rate Stabilization Plan
(RSP).

The goals of the Market and RTO Services Group are structured to support the
business functions of the Commercial Asset Management {(CAM) team. Individual
as well as team goals are cstablished by the Vice President, Market and RTO
Services and submitted to the Senior Vice President of CAM.

Strategic Planning

The Vice President — Market and RTO Services, is responsible for all day-to-day
functions and long-term planning assoctated with carrying out the goals set forth
above. In carrying out this responsibility, the market policy goals identified above
are determined in conjunction with the commercial objectives established the Senior
Vice President — CAMS and also communicated to the Federal Regulatory Policy
Group.
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The Vice President, Market & RTO Services reports to the Senior Vice President -
CAMS. The following positions report to the Vice President of Market and RTO
Services:

Direcior — Market & RTO Services responsible for the MISO RTO and various
Rehability Organizations

Director — Market & RTO Services responsible for the PIM RTO and various issues
impacting the R.S.P.

The organization chart for Market & RTO Services is shown in Exhibit MRTO - 1.

IV. Responsibilities

Please refer to Section V below.

V. Practices and Procedures

Day-to-day operations consist of meonitoring and assessing the impact of vanous
RTO market rules changes and FERC initiatives, communicating those impacts with
front-oftice personnel and other interested persons within the Corporation. To the
extent the communication crosses business units the department operates under the
approprate Standards of Conduct. After receiving appropriate feedback, the Group
works to influence the RTO rule changes or comments in response to rule changes
before FERC.

V1. Decision Making and Control

Market and RTO Services values accountability and clearly delineated
responsibility, operating in an open and honest manner. The Group strives to have a
high level of efficiency emphasizing communication. The nature of the Group and
its role in supporting the commercial side of the business requires coordination and
tearmwork.

VII.  Intemal and External Communication

Market and RTO Services works closely with a number of departments within the
Company. These departments are:
¢ Power Trading;
* Coal and Emission Trading;
Legal & Regulatory;
Corporate Planning;
Generation Operations and Real-Time Operations
Power Operations;

. & & @
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» (Global Risk Management;

Fedcral Regulatory Policy

Rate Departments

Electric System Operations/Transmission Operations;
Accounting;

Cormporate Communications and Investor Relations;

Meetings, memoranda, and phone conversations are some of the means in which
communications take place. Formal presentations are occasionally given to keep
other departments informed, and the lines of communications open.

External communications are maintained through management meetings, industry
organizations, written, oral and personal contacts with customers, governmental

agencics, vendors, as well as through other Company departments.

VIII.  Goal Attainment and Qualification

Goal attainment is measured annually by attempting to quantify market policy
implications in terms of financial benefits/losses. At times, this may require a
subjective quantification that should be validated by the Senior Vice President
CAMS.
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Exhibit MRTO - 1

Market & RTO Services

" Dicector, Madkist 84RTO Sérices
" 41085.-Market & RTG
o
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