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Requirement
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KRS 278.180

30 days’ notice of rates to PSC.

James P. Henning

307 KAR 5:001
Section 7(1)

The original and 10 copies of application plus
copy for anyone named as interested party.

James P. Henning
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807 KAR 5:001
Section 12(2)

(a) Amount and kinds of stock authorized.

(b) Amount and kinds of stock issued and
outstanding,

(¢) Terms of preference of preferred stock
whether cumulative or participating, or on
dividends or assets or otherwise,

(d) Brief description of each mortgage on
property of applicant, giving date of execution,
name of mortgagor, name of mortgagee, or trustee,
amount of indebtedness authorized to be secured
thereby, and the amount of indebtedness actually
secured, together with any sinking fund
provisions,

(¢) Amount of bonds authorized, and amount

| issued, giving thienane of the public utility which
. _'is_§yed thie same, describing each class separately,
and giving date of issue, face value, rate of

interest, date of maturity and how secured,
together with amount of interest paid thereon
during the last fiscal year.

(f) Each note outstanding, giving date of

{ issue, amount, date of maturity, rate of interest, in

whose favor, together with amount of interest pajd
thereon during the last fiscal year.

(g) Other indebtedness, giving same by
classes and describing security, if any, with a brief
statement of the devolution or assumption of any
portion of such indebtedness upon or by person or
corporation if the original liability has been
transferred, together with amount of interest paid
thereon during the last fiscal year.

(h) Rate and amount of dividends paid during
the five (5) previous fiscal years, and the amount
of capital stock on which dividends were paid each
year,

John L. Sullivan, III

807 KAR 5:001
Section 12(2){1)

Detailed income statement and balance sheet.

David L. Doss

307 KAR 5:001
Section 14(1)

Full name, mailing address, and electronic mail
address of applicant and reference to the particular
provision of law requiring PSC approval.

James P. Henning




Forecasted Test Period Filing Requirements

Duke Energy Kentucky, Inc.
Case No. 2017-00321

Table of Contents
Vol. | Tab Filing Description Sponsoring
# # Requirement Witness
1 6 | 807 KAR 5:001 If a corporation, the applicant shall identify in the James P. Henning
Section 14(2) application the state in which it is incorporated and
the date of its incorporation, attest that it is
currently in good standing in the state in which it
is incorporated, and, if it is not a Kentucky
corporation, state if it is authorized to transact
business in Kentucky,
1 7 807 KAR 5:001 If a limited liability company, the applicant shall James P. Henning
Section 14(3) identify in the application the state in which it is
organized and the date on which it was organized,
attest that it is in good standing in the state in
which it is organized, and, if it is not a Kentucky
limited liability company, state if it is authorized 1
to transact business in Kentucky.
1 8 | 807 KAR 5:001 If the applicant is a limited partnership, a certified James P. Henning
Section 14(4) copy of its limited partnership agreement and all
amendments, if any, shall be annexed to the
application, or a written statement attesting that its
partnership agreement and all amendments have
been filed with the commission in a prior
proceeding and referencing the case number of the
prior proceeding.
1 9 807 KAR 5:001 Reason adjustment is required. James P. Henning
Section 16 William Don Wathen, Ir,
(D))
1 10 | 807 KAR 5:001 Certified copy of certificate of assumed name James P. Henning
Section 16 required by KRS 365.015 or statement that
{H(®)(2) certificate not necessary.
1 11 807 KAR 5:001 New or revised tariff sheets, if applicable in a Bruce L. Sailers
Section 16 format that complies with 807 KAR 5:011 with an
(M(®)(3) effective date not less than thirty (30) days from
the date the application is filed
I 12 | 807 KAR 5:00] Proposed tariff changes shown by present and Bruce L. Sailers
Section 16 proposed tariffs in comparative form or by
(H®YA) indicating additions in italics or by underscoring
and striking over deletions in current tariff.
1 13 | 807 KAR 5:001 A statement that notice has been given in James P. Hernning
Section 16 compliance with Section 17 of this administrative
(M(0)(5) regulation with a copy of the notice.
i 14 | 807 KAR 5:001 If gross annual revenues exceed $5,000,000, James P. Henning
Section 16(2) written notice of intent filed at least 30 days, but
not more than 60 days prior to application. Notice
shall state whether application will be supported
by historical or fully forecasted test period.
1 15 | 807 KAR 5:001 Notice given pursuant to Section 17 of this James P. Henning

Section 16(3)

administrative regulation shall satisfy the
requirements of 807 KAR 5:051, Section 2.




16

807 KAR 5:001
Section 16(6)(a)

The financial data for the forecasted period shall
be presented in the form of pro forma adjustments
to the base period.

Robert H. Pratt

17

807 KAR 5:001
Section 16(6)(b)

Forecasted adjustments shall be limited to the
twelve (12) months immediately following the
suspension period.

Sarah'E. Lawler
Cynthia S, Lee
Robert H. Pratt

18

807 KAR 5:001
Section 16(6)(c)

Capitalization and net investment rate base shall
be based on a thiiteen (13) month average for the
forecasted period.

Sarah E. Lawler

19

807 KAR 5:001
Section 16(6)(d)

After an application based on a forecasted test
period is filed, there shall be no revisions to the
forecast, except for the correction of mathematical
errors, unless the revisions reflect statutory or
regulatory enactments that could not, with
reasonable diligence, have been included in the
forecast on the date it was filed. There shall be no
revisions filed within thirty (30) days of a
scheduled hearing on the rate application.

Robert H. Pratt

20

807 KAR 5:001
Section 16(6)(e)

The commission may require the utility to prepare
an alternative forecast based on a reasonable
number of changes in the variables, assumptions,
and other factors used as the basis for the utility’s
forecast.

Robert H. Pratt

21

807 KAR 5:001
Section 16(6)(H)

The utility shall provide a reconciliation of the rate
base and capital used to determine its revenue
requirements.

Sarah E. Lawler

22

807 KAR 5:001
Section 16(7)(a)

Prepared testimony of each witness supporting its
application including testimony from chief officer
in charge of Kentucky operations on the existing
programs to achieve improvements in efficiency
and productivity, including an explanation of the
purpose of the program.

All Witnesses

23

807 KAR 5:001
Section 16(7)(b)

Most recent capital construction budget containing
at minimum 3 year forecast of construction
expenditures.

Robert H. Pratt
Joseph A. Miller
Anthony J. Platz

24

807 KAR 5:001
Section 16(7)(c)

Complete description, which may be in prefiled
testimony form, of all factors used to prepare
forecast period. All econometric models,
variables, assumptions, escalation factors,
contingency provisions, and changes in activity
levels shall be quantified, explained, and properly
supported.

Robert H. Pratt

25

807 KAR 5:001
Section 16(7)(d)

Annual and monthly budget for the 12 months
preceding filing date, base period and forecasted
period.

Robert H. Pratt

26

807 KAR 5:001
Section 16(7)(e)

Attestation signed by utility’s chief officer in

charge of Kentucky operations providing:

i. That forecast is reasonable, reliable, made in
good faith and that all basic assumptions used
have been identified and justified; and

2. That forecast contains same assumptions and
methodologies used in forecast prepared for use
by management, or an identification and
explanation for any differences; and

3. That productivity and efficiency gains are
included in the forecast.

James P. Henning




27

807 KAR 5:001
Section 16(7)(D)

For each major construction project constituting

5% or more of annual construction budget within 3

year forecast, following information shall be filed:

I. Date project began or estimated starting date;

2. Estimated completion date;

3. Total estimated cost of construction by year
exclusive and inclusive of Allowance for Funds
Used During construction (“AFUDC”) or
Interest During construction Credit; and

4. Most recent available total costs incurred
exclusive and inclusive of AFUDC or Interest
During Construction Credit.

Robert H. Pratt
Joseph A. Miller
Anthony J. Platz

28

807 KAR 5:001
Section 16(7)(g)

For all construction projects constituting less than
5% of annual construction budget within 3 year
forecast, file aggregate of information requested in
paragraph (f) 3 and 4 of this subsection.

Robert H. Pratt
Joseph A. Miller
Anthony I. Platz

29

807 KAR 5:001
Section 16(7)(h)

Financial forecast for each of 3 forecasted years

included in capital construction budget supported

by underlying assumptions made-in projecting

results of operations and including the following

information:

1. Operating income statement (exclusive of
dividends per share or earnings per share);

2. Balance sheet;

3. Statement of cash flows;

4. Revenue requirements necessary to support the
forecasted rate of return;

5. Load forecast including energy and demand

{electric);

. Access line forecast (telephone);

Mix of generation (electric),

. Mix of gas supply (gas);

9. Employee level;

10.Labor cost changes;

11.Capital structure requirements;

12.Rate base;

13.Gallons of water projected fo be sold {water);

14.Customer forecast (gas, water);

15.MCF sales forecasts (gas);

16.Toll and access forecast of number of calls and
number of minutes (telephone); and

17.A detailed explanation of any other information
provided.

o0 =1 o

Robert H. Pratt
John Verderame
John L., Sullivan, III
Benjamin Passty

30

807 KAR 5:001
Section 16(7)(1)

Most recent FERC or FCC audit reports.

David L. Doss

31

807 KAR 5:001
Section 16(7)(j)

Prospectuses of most recent stock or bond
offerings.

John L. Sullivan, III

32

807 KAR 5:001
Section 16{7)(k)

Most recent FERC Form 1 (electric), FERC Form
2 (gas), or PSC Form T (telephone).

David L. Doss

33

807 KAR 5:001
Section 16(7)(1)

Annual report to shareholders or members and
statistical supplements for the most recent 2 years
prior to application filing date.

John L., Sullivan, III

34

807 KAR 5:001
Section 16(7)(m)

Current chart of accounts if more detailed than

* Uniform System of Accounts charts.

David L. Doss

35

807 KAR 5:001
Section 16(7)(n)

Latest 12 months of the monthly managerial
reports providing financial resuits of operations in
comparison to forecast.

David L. Doss




36

807 KAR 5:001
Section 16(7)(0)

Complete monthly budget variance reports, with
narrative explanations, for the 12 months prior to
base period, each month of base period, and
subsequent months, as available.

David L. Doss
Robert H. Pratt

6-8

37

807 KAR 5:001
Section 16(7)(p)

SEC’s annual report for most recent 2 years, Form
10-Ks and any Form 8-Ks issued during prior 2
years and any Form 10-Qs issued during past 6
quarters,

David L. Doss

38

807 KAR 5:001
Section 16(7)(q)

Independent auditor’s annual opinion report, with
any written communication which indicates the
existence of a material weakness in internal
controls.

David L. Doss

39

807 KAR 5:001
Section 16(7)(r)

Quarterly reports to the stockholders for the most
recent 5 quarters.

John L. Sullivan

40

807 KAR 5:001
Section 16(7)(s)

Summary of latest depreciation study with
schedules itemized by major plant accounts,
except that telecommunications utilities adopting
PSC’s average depreciation rates shall identify
current and base period depreciation rates used by
major plant accounts. If information has been
filed in another PSC case, refer to that case’s
number and style.

John I. Spanos

41

807 KAR 5:001
Section 16(7)(t)

List all commercial or in-house computer
software, programs, and models used to develop
schedules and work papers associated with
application. Include each software, program, or
meodel; its use; identify the supplier of each; briefly
describe software, program, or model;
specifications for computer hardware and
operating system required to run program

Sarah E. Lawler

42

807 KAR 5:001
Section 16(7)(w)

If utility had any amounts charged or allocated to
it by affiliate or general or home office or paid any
monies to affiliate or general or home office
during the base period or during previous 3
calendar years, file:

1. Detailed description of method of calculation
and amounts allocated or charged to utility by
affiliate or general or home office for each
allocation or payment;

2. method and amounts allocated during base
period and method and estimated amounts to be
allocated during forecasted test period,;

3. Explain how allocator for both base and
forecasted test period was determined; and

4. All facts relied upon, including other regulatory
approval, to demonstrate that each amount
charged, allocated or paid during base period is
reasonable.

Jeffrey R. Setser

10

43

807 KAR 5:001
Section 16(7)(v)

If gas, electric or water utility with annual gross
revenues greater than $5,000,000, cost of service
study based on methodology generally accepted in
industry and based on current and reliable data
from single time period.

James E. Ziolkowski




11

44

807 KAR 5:001
Section 16{7)(w)

Local exchange carriers with fewer than 50,000
access lines need not file cost of service studies,
except as specifically directed by PSC. Local
exchange carriers with more than 50,000 access
lines shall file:
1. Jurisdictional separations study consistent with
Part 36 of the FCC’s rules and regulations; and
2. Service specific cost studies supporting pricing
of services generating annual revenue greater
than $1,000,000 except local exchange access:
a.  Based on current and reliable data from
single time period; and
b.  Using generally recognized fully
allocated, embedded, or incremental cost
principles.

N/A

11

45

807 KAR 5:00]
Section 16({8)(a)

Jurisdictional financial summary for both base and
forecasted periods detailing how utility derived
amount of requested revenue increase.

Sarah E. Lawler

11

46

807 KAR 5:001]
Section 16(8)(b)

Jurisdictional rate base summary for both base and
forecasted periods with supporting schedules
which include detailed analyses of each
component of the rate base.

Sarah E. Lawler
Cynthia S, Lee
Robert H. Pratt
Lisa M. Belluci
James E. Ziolkowski
David L. Doss

11

47

807 KAR 5:001
Section 16(8)(c)

Jurisdictional operating income summary for both
base and forecasted periods with supporting
schedules which provide breakdowns by major
account group and by individual account.

Sarah E. Lawler

11

48

807 KAR 5:001
Section 16(8)(d)

Summary of jurisdictional adjustments to
operating income by major account with
supporting schedules for individual adjustments
and jurisdictional factors.

Sarah E. Lawler

Cynthia S. Lee

Robert H. Pratt
James E. Ziolkowski

11

49

807 KAR 5:001
Section 16(8){e)

Jurisdictional federal and state income tax
summary for both base and forecasted periods with
all supporting schedules of the various components
of jurisdictional income taxes.

Lisa M. Bellucei

11

50

807 KAR 5:001
Section 16(8)(D)

Summary schedules for both base and forecasted
periods (utility may also provide summary
segregating items it proposes to recover in rates) of
organization membership dues; initiation fees;
expenditures for country club; charitable
contributions; marketing, sales, and advertising;
professional services; civic and political activities;
employee parties and outings; employee gifts; and
rate cases.

Sarah E. Lawler

11

51

807 KAR 5:001
Section 16(8)(g)

Analyses of payroll costs including schedules for
wages and salaries, employee benefits, payroll
taxes, straight time and overtime hours, and
executive compensation by title.

Sarah E. Lawler
Tom Silinski

11

52

807 KAR 5:001
Section 16(8)(h)

Computation of pross revenue conversion factor
for forecasted period.

Sarah E. Lawler

11

53

807 KAR 5:001
Section 16(8)(i)

Comparative income statements {exclusive of
dividends per share or eammings per share), revenue
statistics and sales statistics for 5 calendar years
prior to application filing date, base period,
forecasted period, and 2 calendar years beyond
forecast period.

David L. Doss
Robert H. Pratt




11 54 | 807 KAR 5:001 Cost of capital summary for both base and John L. Sullivan, It
Section 16(8)(}) forecasted periods with supporting schedules
providing details on each component of the capital
structure.
11 55 | 807 KAR 5:001 Comparative financial data and earnings measures Cynthia S. Lee
Section 16(8)(k) for the 10 most recent calendar years, base period, Robert H. Pratt
and forecast period. John L. Sullivan
David L. Doss
11 56 | 807 KAR 5:001 Natrative description and explanation of all Bruce L. Sailers
Section 16{8)(1) proposed tariff changes.
11 57 1 807 KAR 5:001 Revenue summary for both base and forecasted Bruce 1. Sailers
Section 16(8)(m) | periods with supporting schedules which provide
detailed billing analyses for all customer classes.
11 58 | 807 KAR 5:001 Typical bill comparison under present and Bruce L. Sailers
Section 16(8)(n) | proposed rates for all customer classes,
11 59 | 807 KAR 5:001 Request for waivers from the requirements of this Legal
Section 16(10) section shall include the specific reasons for the
request. The commission shall grant the request
. upon good cause shown by the utility.
11 60 | 807 KAR 5:001 (1) Public postings. James P. Henning
Section (17)(1) (a) A utility shall post at its place of business a

copy of the notice no later than the date the
application is submitted to the commission.

" (b) A utility that maintains a Web site shall,
within five (5) business days of the date the
application is submitted to the commission, post
on its Web sites:

1. A copy of the public notice; and

2. A hyperlink to the location on the
commission’s Web site where the case documents
are available.

(c) The information required in paragraphs (a)
and (b) of this subsection shall not be removed
until the commission issues a final decision on the
application.




11

61

807 KAR 5:001
Section 17(2)

(2) Customer Notice.

(a) If a utility has twenty (20) or fewer
customers, the utility shall mail a written notice to
each customer no later than the date on which the
application is submitted to the commission.

(b) If a utility has more than twenty (20)
customers, it shall provide notice by:

1. Including notice with customer bills majled
no later than the date the application is submitted
to the commission;

2. Mailing a written notice to each customer no
later than the date the application is submitted to
the commission;

3, Publishing notice once a week for three (3)
consecutive weeks in a prominent manner in a
newspaper of generai circulation in the utility's
service area, the first publication to be made no
later than the date the application is submitted to
the commission; or

4, Publishing notice in a trade publication or
newsletter delivered to all customers no later than
the date the application is submitied to the
commission.

(c) A utility that provides service in more than
one (1) county may use a combination of the
notice methods listed in paragraph (b} of this
subsection.

James P. Henning

11

62

807 KAR 5:001
Section 17(3)

(3) Proof of Notice. A utility shall file with the
commission no later than forty-five (45) days from
the date the application was initially submitted to
the commission:

(a) If notice is mailed to its customers, an
affidavit from an authorized representative of the
utility verifying the contents of the notice, that
notice was mailed fo all customers, and the date of
the mailing;

(b) If notice is published in a newspaper of
general circulation in the utility’s service area, an
affidavit from the publisher verifying the contents
of the notice, that the notice was published, and
the dates of the notice’s publication; or

(c) If notice is published in a trade publication
or newsletter delivered to all customers, an
affidavit from an authorized representative of the
utility verifying the contents of the notice, the
mailing of the trade publication or newsletter, that
notice was included in the publication or
newsletter, and the date of mailing.

James P. Henning




11

63

807 KAR 5.001
Section 17(4)

(4) Notice Content. Each notice issued in accordance
with this section shall contain:

(a) The proposed effective date and the date the
proposed rates are expected to be filed with the
commission;

{(b) The present rates and proposed rates for each
customer classification to which the proposed rates
will apply;

{c) The amount of the change requested in both
dollar amounts and percentage change for each
customer classification to which the proposed rates
will apply;

{(d) The amount of the average usage and the
effect upon the average bill for each customer
classification to which the proposed rates will apply,
except for local exchange companies, which shall
include the effect upon the average bill for each
customer classification for the proposed rate change
in basic local service;

(e) A statement that a person may examine this
application at the offices of (utility name) located at
(utility address);

(f) A statement that a person may examine this
application at the commission’s offices located at 211
Sower Boulevard, Frankfort, Kentucky, Monday
through Friday, 8:00 a.m. to 4:30 p.m., or through the
commission’s Web site at http:/psc.ky.gov;

(g) A statement that comments regarding the
application may be submitted to the Public Service
Commission through its Web site or by mail to Public
Service Commission, Post Office Box 615, Frankfort,
Kentucky 40602;

(h) A statement that the rates contained in this
notice are the rates proposed by (utility name) but
that the Public Service Commission may order rates
to be charged that differ from the proposed rates
contained in this notice;

(i) A statement that a person may submit a timely
written request for intervention to the Public Service
Commission, Post Office Box 615, Frankfort,
Kentucky 40602, establishing the grounds for the
request including the status and interest of the party;
and

(j) A statemnent that if the commission does not
receive a written request for intervention within thirty
(30) days of initial publication or mailing of the
notice, the commission may take final action on the
application.

Bruce L. Sailers

11

64

807 XAR 5:001
Section 17(5)

(5) Abbreviated form of notice. Upon written
request, the commission may grant a utility
permission to use an abbreviated form of
published notice of the proposed rates, provided
the notice includes a coupon that may be used to
obtain al] the required information.

N/A

12

807 KAR 5:001
Section 16(8)(a)
through (k)

Schedule Book (Schedules A-K)

Various

13

807 KAR 5:001
Section 16(8)(1)
through (n)

Schedule Book (Schedules L-N)

Bruce L. Sailers




14 - Work papers Various

15 307 KAR 5:001 Testimony (Volume 1 of 6) Various
Section 16(7)(a) |

16 807 KAR 5:001 Testimony (Volume 2 of 6) Various
Section 16(7)(a)

17 807 KAR 5:001 Testimony (Volume 3 of 6) Various
Section 16{7}(a)

18 807 KAR 5:001 Testimony (Volume 4 of 6) Various
Section 16(7)(a)

19 807 KAR 5:001 Testimony (Volume 5 of 6) Various
Section 16(7)(a)

20 807 KAR 5:001 Testimony (Volume 6 of 6) Various
Section 16(7)(a)

20 KRS 278.2205(6) | Cost Allocation Manual Legal

« 10 -




~

;

Direct Testimony of
Thomas Silinski
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I INTRODUCTION AND PURPOSE

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Thomas Silinski. My business address is 550 South Tryon, Charlotte
North Carolina.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am employed by Duke Energy Business Services LLC (DEBS), an affiliate
service company of Duke Energy Kentucky, Inc. (Duke Energy Kentucky or the
Company) as Vice President, Total Rewards and Human Resource Operations,
PLEASE SUMMARIZE YOUR EDUCATION.

I graduated from Appalachian State University with a Bachelor of Science degree
in computer science.

PLEASE SUMMARIZE YOUR WORK EXPERIENCE.

I began my career with Duke Energy Corporation (Duke Energy) in 1985 and
have held various leadership positions in the information technology function. I
was a director in the information technology group, with responsibility for
enterprise and department applications, including email and the human resources
management system (HRMS). Prior to working in human resources, I served as a
director of financial applications for Duke Energy. I also served on several
projects, including the implementation of Duke Energy’s employee Portal and the
integration of Cinergy’s financial systems following Duke Energy’s merger with
Cinergy in 2006. Prior to the Duke Energy/Progress Energy merger in 2012, I
served as Duke Energy's merger integration lead for human resources and

corporate relations. I was also responsible for the integration of all HR systems,
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processes and tools. I became the VP, Total Rewards and Human Resource
Operations in 2015.

PLEASE DESCRIBE YOUR DUTIES AS VICE PRESIDENT, TOTAL
REWARDS AND HUMAN RESOURCE OPERATIONS.

I am responsible for health and wellness, retirement, executive rewards and broad
based compensation for Duke Energy, including all of Duke Energy’s affiliated
regulated and non-regulated companies, including Duke Energy Kentucky
(collectively the Companies). I am also responsible for all Human Resource
information systems including functions such as payroll, timekeeping, and
benefits that support the organization. Areas of responsibility include:
management of key vendor relationships, HR call centers, HR systems, client
services, business/financial management, project management and HR metrics.
HAVE YOU EVER TESTIFIED BEFORE THE KENTUCKY PUBLIC
SERVICE COMMISSION?

No, I have not.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?

The purpose of my testimony is to show that the benefits and compensation
opportunities provided to employees are reasonable, customary, prudent, and
market-competitive. My testimony illustrates that the benefit programs and
compensation opportunities provided to Duke Energy, including Duke Energy
Kentucky’s employees, are critical for attracting, engaging, retaining and

directing the efforts of employees with the skills and experience necessary to
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efficiently and effectively provide electric services to Duke Energy Kentucky’s
customers. I also sponsor Schedules G-2 and G-3 in satisfaction of Filing
Requirement (FR) 16(8)(g).

II1. COMPANIES’ EMPLOYMENT CHARACTERISTICS

PLEASE DESCRIBE THE GENERAL COMPOSITION OF THE
COMPANIES’ EMPLOYEE POPULATIONS.

According to the Employee Census Summary as of December 2016, Duke Energy
has a total of 28,798 total employees. Duke Energy Kentucky has 189 employees,
comprised of 10 exempt employees and 179 union employees. DEBS has 7,308
employees, comprised of 5,236 exempt employees, 1,120 non-exempt employees,
and 952 union employees.

WHERE DO THESE EMPLOYEES WORK WHEN PERFORMING
SERVICES FOR DUKE ENERGY KENTUCKY CUSTOMERS?

Duke Energy Kentucky’s customers receive services from employees of Duke
Energy Kentucky and affiliated companies. The employees work at the East Bend
Generating Station (East Bend), the Woodsdale Generating Station (Woodsdale)
(collectively, the Plants) and at our FErlanger, Kentucky construction and
maintenance center. They also work in our Cincinnati, Ohio headquarters and in

the Duke Energy headquarters in Charlotte, North Carolina.
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WHAT TYPE OF SPECIAL SKILLS OR KNOWLEDGE'IS REQUIRED
IN ORDER TO OPERATE AN ELECTRIC UTILITY SUCH AS DUKE
ENERGY KENTUCKY?

The operation and maintenance (O&M) of electric generating plants, transmission
substations and transmission and distribution equipment requires specialized
technical skills. Employees must have the requisite knowledge and technical skills
to plan, design, operate and maintain electric generating plants and high voltage
equipment in a manner that provides safe and reliable service. The operation and
maintenance of a field office and a customer call center requires detailed
knowledge of all aspects of customer service. Field office and call center
employees must understand the characteristics of the electric generating and
delivery service provided by Duke Energy Kentucky, the metering, billing and
collection processes and various other customer service matters. At the corporate
level, highly skilled managers, attorneys, engineers, accountants, computer
hardware and software professionals, cyber security experts and other highly-
trained professionals are needed to support the employees who are directly
responsible for generating and delivering electricity to Duke Energy Kentucky’s
customers.

HOW IMPORTANT IS THE RECRUITMENT AND RETENTION OF
SUCH EMPLOYEES TO DUKE ENERGY’s SUCCESS?

The recruitment and retention of such employees is critical to Duke Energy’s
success. The skills needed for employees to render safe, reliable and high-quality

utility service take several years to develop. For example, electric plant operators
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and line technicians are highly-skilled positions that require experience and
knowledge that is acquired over several years. If we were to lose such employees,
we would incur additional costs to train replacements for these positions, while
posing additional risk for reliability issues. Consequently, the fact that we strive to
attract qualified employees and retain such employees, benefits customers by
providing a more highly-skilled work force that provides safe and reliable service
to customers at a reasonable cost.

WHAT FACTORS AFFECT THE RECRUITMENT AND RETENTION OF
SUCH EMPLOYEES?

The compensation, benefits, and career development opportunities provided by
Duke Energy directly affects its ability to attract and retain qualified employees.
Industry and market conditions also impact the ability to recruit and retain
employees,

HAS THE COMPANY EXPERIENCED ANY COMPETITION IN
RETAINING HIGHLY TRAINED AND SKILLED ELECTRICAL
WORKERS IN RECENT YEARS?

Duke Energy does experience challenges in retaining highly trained and technical
workforce across its enterprise. Duke Energy strives to provide a competitive
compensation package and has a robust training program; however, we face
competition from local and national electric companies and contractors that target
their recruiting efforts at employees trained by Duke Energy. It would be
imprudent for Duke Energy to not take measures to prevent potential losses in all

of its service territories. For example, given that it requires a minimum of five
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years to fully train Line Technicians to perform their role safely and effectively, it
is critical to the reliability of service to our customers that Duke Energy Kentucky
be in a position to retain qualified employees. Maintaining a competitive total
rewards package is instrumental in meeting Duke Energy and Duke Energy
Kentucky’s shared goals of providing safe, reliable and reasonable utility service.
WHERE DOES DUKE ENERGY OBTAIN APPLICANTS FOR VACANT
POSITIONS?
We draw applicants from various geographic areas, depending on the job we need
to fill. As a general rule, the more highly-skilled the job position being filled, the
broader the scope of the recruitment efforts. We generally recruit executives on a
national level; exempt employees locally and regionally; and non-exempt
employees locally. The Companies employ applicants drawn from other utilities
and from diverse employment backgrounds in other industries,

III. COMPENSATION PHILOSOPHY
PLEASE DESCRIBE DUKE ENERGY’S BASIC COMPENSATION
PHILOSOPHY.
The Compensation Committee of the Board of Directors of Duke Energy
establishes and reviews Duke Energy’s overall compensation philosophy,
confirms that our policies and philosophy do not encourage excessive or
inappropriate risk-taking by our employees, reviews and approves the salaries and
other compensation of certain employees, including all executive officers of
Duke Energy, approves equity grants and reviews the effectiveness of

compensation programs. Our compensation philosophy has three major parts,
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First, we want our compensation to be market-based, meaning we are
competitive to the external market of similar companies, allowing us to remain
attractive against competition and retain qualified employees. Our compensation
programs are targeted to deliver total compensation that is competitive with that
provided by our peers. Duke Energy employs a compensation strategy that
combines base pay and variable incentive opportunities for all levels of positions.
This approach fosters efficiency, safety and a focus on the customer by
motivating employees to lower costs and gencrate efficiencies that benefit
customers while providing employee compensation opportunities at reasonable
market-competitive rates that enable the Companies to attract and retain the
expertise needed to efficiently and effectively provide its electric service to
customers.

Second, we’re performance-oriented. We believe that linking
compensation to performance is onc way that we can set high expectations for
employees and reward results. Our compensation program is designed to provide
total compensation that is consistent with performance. Finally, we’re fair and
flexible. Our well-managed policies and pay administration guidelines ensure that
we pay employees consistently and fairly across departments, but we’re also
flexible when we need to align our policies with business needs as they grow and
change (copies of these policies can be found in Confidential Attachment TS-1a
through g).

In 2015, Duke Energy developed a strategy called The Road Ahead in

which the Companies identified a number of important strategic initiatives to
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transform the energy future with a focus on customers, employees, operations and
growth. With this focus, Duke Energy will continue to provide exceptional value
to our customers and be an integral part of the communities in which we serve.
Duke Energy is committed to lead the way to cleaner, smarter energy solutions
that customers value through a strategy focused on, among other things, a
transformation of the customer experience to meet the changing expectations
through enhanced convenience, control and choice in energy supply and usage. In
order to accomplish these goals, Duke Energy must be able to attract, retain and
motivate employees who are able to carry out this mission. One of the keys to
providing a desirable workplace is to provide competitive pay and benefit
programs.

DESCRIBE DUKE ENERGY’S COMPENSATION PHILOSPHY FOR
EXECUTIVES.

The Companies’ compensation philosophy is similar for both executive
employees and all employees below the executive level. The compensation
package for executives consists of a combination of fixed and variable pay using
base salary, short-term incentives and long-term incentives. These components, in
the aggregate, are targeted to deliver total compensation that is competitive with
the applicable peer group and consistent with performance. Duke Energy adopted
this executive compensation strategy in order to attract, retain and motivate the
executive talent required to deliver superior performance. The strategy

emphasizes performance-based compensation that balances rewards for both
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short-termt and long-term results and that aligns the executives’ interests with the
long-term success of Duke Energy, including Duke Energy Kentucky.

WHY MUST DUKE ENERGY PROVIDE EMPLOYEES WITH A
MARKET-COMPETITIVE TOTAL COPENSATION PACKAGE?

It is critical that Duke Energy provide a market-competitive total compensation
opportunity to efficiently and effectively attract and retain an adequately skilled
and experienced workforce. Attracting and retaining such a workforce is
reasonable and necessary for the safe and efficient provision of service to
customers and the operation of most aspects of the Company’s business. As
shown on page 4 of Attachment TS-2, a 2016 Global Talent Management and
Rewards study conducted by Willis Towers Watson, the top driver of attraction
and retention is pay. This study captures the perspective of over 2,000
organizations — who collectively employ almost 21 million people worldwide —
on key attraction, retention and engagement issues that are essential to the
development of an effective employment deal and total rewards strategy. The
study describes a key point that employees want to work for organizations that
offer fair and competitive pay, opportunities for advancement and job security.
On page 7 of Attachment TS-3, Mercer’s 2017 Global Talent Trends Study, the
top factor that employees in the United States indicate would make a positive
impact to their work situation is compensation that is fair and market competitive.
The study goes on to report that there is greater concern over base pay and
benefits than in prior years, and employees are seeking the security of tangible

and predictable rewards given a climate of uncertainty and change.
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WHAT WOULD BE THE IMPLICATIONS TO CUSTOMERS IF THE
COMPANIES ALLOWED COMPENSATION LEVELS TO FALL BELOW
MARKET-COMPETITIVE LEVELS?

Allowing compensation to fall below market-competitive levels would have
substantial negative implications for the cost of service to customers. Many craft
positions require lengthy apprenticeships to learn the skills needed to perform
work independently and safely. The expense incurred to hire and train new
employees and the loss of productivity realized through high turnover rates would
negatively affect the ability of the Company to provide safe and reliable service at
a reasonable cost. This is also true for leadership positions. Duke Energy invests
in developing highly effective leaders who carry out the organization’s Road
Ahead mission and inspire employees to work together to achieve results the right
way. Paying less than competitive levels of compensation would put the
Companies at risk of losing these valuable leaders to other companies and
potentially having to pay more to attract the same level of leadership talent
externally. On page 7 of Attachment TS-2, the financial cost of turnover is
illustrated to show how the negative implications from lost productivity, hiring,
training, and job vacancy can put a significant level of productivity and financial
value at risk to the Companies. |
WHAT ARE THE COMPONENTS OF DUKE ENERGY’S
COMPENSATION PROGRAMS?

To achieve the objective of providing competitive pay, the components of the

Company’s Total Rewards compensation program include: (1) the establishment
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of a fair market value for all jobs; (2) annual merit increases to recognize
individual performance, (3) annual short-term cash incentive awards that reward
eligible employees with cash bonuses when pre-established goals are achieved;
{(4) long-term incentive (LTI) opportunities to attract and retain high-performing
leaders; and (5) recognition awards given when employees make significant
contributions to business operations due to exceptional personal initiative,
dedication, perseverance or a uniquely effective approach to work.

PLEASE DESCRIBE HOW DUEK ENERGY STRUCTURES ITS
COMPENSATION PROGRAMS.

Duke Energy’s compensation programs consist of a base pay component and
incentive pay components that together provide a market-competitive total
compensation package for all employees. The base pay component is a set
amount, reviewed by management at least annually, and established at a level
that: (1) provides competitive compensation based on the nature and
responsibilities of the employee’s position; and (2) is fair relative to the pay for
other similarly-situated positions in the organization. The short-term incentive pay
component is variable based on performance and is at risk to the employees.
Incentive pay is linked to the accomplishment of specific goals established in
advance for the individual employee, his or her business unit, one or more of the
Companies, and/or Duke Energy. The purpose of incentive pay is: (1) to
encourage employees to perform at a high level in order to accomplish specific
objectives intended to ensure safe, reliable and economical utility service to our

customers; (2) to ensure their business unit’s and Duke Energy’s overall success;
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and (3) to constitute a component of a compensation package that is competitive
with the market. The LTI plans round out a competitive total compensation
package for leaders. The goal of having a LTI component as part of certain
employees’ total compensation package is to attract and retain high-caliber
leaders and align their interests with the long-term strategy of Duke Energy,
including Duke Energy Kentucky, through equity-based compensation. The
designs of the short-term and long-term incentive programs are also reviewed

annually.

IV. REASONABLENESS OF COMPENSATION PROGRAMS

DO YOU HAVE AN OPINION AS TO WHETHER DUKE ENERGY’S
EMPLOYEE COMPENSATION PROGRAMS ARE REASONABLE AND
NECESSARY TO ATTRACT, RETAIN, AND MOTIVATE THE
QUALIFIED EMPLOYEES NEEDED TO PROVIDE SAFE, RELIABLE,
EFFICIENT AND ECONOMICAL SERVICE TO DUKE ENERGY
KENTUCKY’S ELECTRIC CUSTOMERS?

Yes. In my opinion, the Companies’ base pay, short-term and long-term incentive
compensation programs are market competitive, reasonable, and necessary to
attract, retain and motivate qualified employees that Duke Energy needs to
provide safe, reliable, effective, efficient and economical electric service to Duke

Energy Kentucky’s retail customers.
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V. BASE PAY PROGRAMS
PLEASE DESCRIBE THE COMPANIES’ BASE PAY PROGRAMS.
Every employee receives base pay in the form of semi-monthly earnings (for
exempt employees) or bi-weekly wages (for non-exempt and union employees).
HOW DOES DUKE ENERGY KNOW ITS COMPENSATION IS
MARKET COMPETITIVE?
Duke Energy employs a market-based compensation strategy by using annual
compensation surveys to establish salary ranges and ensure jobs are paid
competitively in base and in total direct compensation (base + incentives) as
compared to jobs at companies that are similar to Duke Energy in size and
revenue. Duke Energy participates in a variety of third party salary surveys on an
annual basis and data from these surveys is analyzed to determine overall
competitiveness of pay for jobs throughout the Companies. Examples of surveys
used are the Willis Towers Watson Energy Services and General Industry Survey
and the AON Hewitt Energy Industry Survey. A complete list of the salary
surveys Duke Energy is currently participating in is reflected in Attachment TS-4.
HOW ARE BASE SALARIES DETERMINED AND HOW DOES THE
COMPANIES’ BASE PAY COMPARE WITH THE MARKET TRENDS?
The Companies have adjusted their base pay in recent years to stay competitive
based on market data from comparably-sized companies. On an annual basis we
look at market data for both general industry positions and energy services
positions and cofnpare that data to our total compensation package. Using this

market data, competitive base salary ranges are established for non-represented
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The 2017 merit budget for Duke Energy exempt employees, including executives,
and non-union non-exempt employees was also 3 percent. The full 2017/2018
WorldatWork Salary Budget Survey, as well as another example of an external
study conducted by third-party consultants that Duke Energy utilizes to determine
the appropriate annual increase each year, can be found in Attachment TS-5a and
b. It should be noted that employees’ individual increases may vary relative to the
budget to allow for individual differentiators based on performance and current
pay levels relative to the market. The increase awarded to each employee, if any,
is based on a combination of factors, including his/her individual performance
rating, his/her performance relative to his’her peers, the position of his/her salary
within the salary range for his’her job, and the size of the merit budget.
Confidential Attachment TS-6 (TCC vs. Market for Exempt Positions) compares
the average base and total compensation for several Duke Energy exempt
positions to those of similar companies, based on applicable external survey data.
The Compensation Committee of the Board of Directors of Duke Energy
Corporation reviews data from a nationally recognized, independent executive
compensation consulting firm (Willis Towers Watson) to determine the
compensation for Duke Energy’s executive officers on an annual basis. The peer
group of companies used for these analyses consists of companies specifically
selected by the Compensation Committee to represent the talent markets from

which Duke Energy competes to attract and retain executive employees.

THOMAS SILINSKI DIRECT
15



10

11

12

13

14

15

16

17

18

19

20

21

FOR REPRESENTED POSITIONS, HOW ARE BASE INCREASES
DETERMINED AND HOW DOES THE COMPANIES’ BASE PAY
COMPARE WITH THE MARKET TRENDS?
Hourly represented employees, such as line mechanics and meter readers, are
provided general wage increases negotiated with the labor unions that represent
the Companies’ employees. These general increases are expressed as percentages
of current base pay rates. The Companies base their positions in these
negotiations on survey projections for market increases. The current contracts in
place with employees of Duke Energy Kentucky can be found in Attachment TS-
7(a) through (f). The current collective bargaining agreement between Duke
Energy Kentucky and the International Brotherhood of Electrical Workers
(IBEW) Local No. 1347 went into effect on April 1, 2017.! The previous
agreement was a three-year collective bargaining agreement which went into
effect April 1, 2014, and provided for a 2 percent wage increase for the first two
years, followed by a 3 percent increase for the third year of the agreement.? The
new agreement reached with IBEW Local 1347 is effective April 1, 2017, through
March 31, 2022, and provides for wage increases effective April 1 of each year of
the contract as follows: 2.5 percent in 2017; 2.5 percent in 2018; 2.5 percent in
2019; 3 percent in 2020; and 3 percent in 2021.

Duke Energy Kentucky and the Utility Workers Union of America

(UWUA) Local No. 600 entered into a four-year collective bargaining agreement

! Attachment TS-7a.
2 Attachment TS-7b and Attachment TS-7c.
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on April 15, 2015, that expires on March 31, 2019.® Under the Collective
Bargaining Agreement, membership received a 1.5 percent increase and a 1
percent lump sum in 2015, a 2 percent increase in 2016, a 2 percent wage increase
on April 1, 2017 and will receive a 2 percent wage increase on April 1, 2018. The
Companies agreed upon increases are conservative as compared to the market
projections.

The Companies’ average target Total Compensation for craft positions
(both represented and non-represented positions) is comparable to the market
based on the EAP Data Information Solutions, LLC 2016 Energy Technical Craft
and Clerical (ETC&C) Survey. The chart below illustrates the Total
Compensation for several represented positions with Duke Energy in comparison

with the ETC&C survey data.

¥ Attachment TS-7d
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(RSU) and Executive LTI Plan brochure, are included as Attachments TS-8b and
TS-8c, respectively.

DESCRIBE THE STI PLAN DESIGN FOR 2016.

For 2016, the STI goals, weightings and payout opportunities are reflected in the
table below:

TABLE 1: SUMMARY 2016 STI PLAN

Leadership | Non-Leadership

Weight Weight Payout range
EPS 50% 30% 0-200%
Operational
Excellence 20% 15% 0-150%
CSAT 10% 5% 0-150%
Team N/A 50% 0-150%
Individual 50% N/A 0-150%
Safety + 5% + 5% N/A

For 2016, the majority of executives have a weighting split 80 percent/20 percent
between corporate and individual goals as shown above; however, there are some
executives who are aligned with the weighting of the Non-leadership category due
to their heavy operational focus.

PLEASE DESCRIBE THE CURRENT STI PLAN AND WHY THE
INCENTIVE PLAN COSTS SHOULD BE RECOVERABLE.

The annual cash incentive plan is available to all employees at Duke Energy,
however some represented employees, including those in Duke Energy Kentucky,
participate in the UEIP sub-plan per their union agreement, which will be
described in later testimony. The STI program promotes a corporate culture that is

performance-oriented, by setting forth goals and direction for the workforce that
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has focus on our customers. At the beginning of each calendar year, corporate,
business unit and individual performance goals are established for each annual
incentive program, and a thorough review is performed at the end of the calendar
year to determine the achievement levels for each performance goal. The
Compensation Committee of the Board of Directors of Duke Energy Corporation
approves the corporate performance goals as well as the executive officers’
individual goals at the beginning of each calendar year and certifies the payout
level achieved for such goals at the end of the calendar year. All non-union
employees are subject to the following annual corporate metrics:

Eamings Per Share (EPS): The EPS measure focuses on financial
discipline, efficient operations and prudent use of resources, all of which
are vital to the health and stability of the organization. It is a very common
practice both within and outside of the utility industry to use EPS as a
primary goal in incentive programs. As reflected on page 10 of
Attachment TS-9, the Utility Industry Executive Compensation Trends
report prepared by Willis Towers Watson, 80 percent of utility companies
include EPS as performance measure in their annual incentive plans. A
growing EPS benefits customers by reducing cost of capital as the
Company continues to invest in the necessary maintenance of the
distribution system and transforms the customer experience by providing
customers with more billing options, additional energy usage information
and new tools to help manage and reduce energy costs. Finally, the EPS

measure may reduce or completely eliminate any incentive during periods
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of time where the Companies cannot afford to pay it. For example, if 2017
adjusted diluted EPS is less than EPS circuit breaker of $4.10, Duke
Energy executives will not receive any payment under the STI plan, and
other participants will not receive a payment in connection with any of the
corporate measures, but will be eligible to receive payouts on the team
component based on actual performance.

Operational Excellence: This metric is broken into the following

three equally-weighted measures, each of which motivates Duke Energy

employees to strive to provide cost-effective, reliable and safe products

and services to our customers:
(1) O&M Expense control: Cost control is an integral part of any
company’s success. The intent of this goal is for employees to
focus on cost control on a day-to-day basis, which will allow Duke
Energy to incorporate these savings into programs that will benefit
our customers.
(2) Reliability: To ensure that cost focus does not sacrifice. our
ability to provide reliable service, reliability measures are also
included in the STI program. The reliability component includes
among other things, a System Average Interruption Duration Index
(SAIDI) target. All customers expect reliable service from Duke
Energy. By including reliability in our annual incentive metrics,
employees are provided extra motivation to ensure we provide

reliable service to our customers.
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(3) Safety/Environmental: This mietric incorporates safety and
environmental stewardship into our day to day activities, thus
making the safety of our employees, customers and communities a
priority. Safety is of utmost importance and is not only encouraged
but continuously reinforced through all levels of Duke Energy,
including through incentive pay opportunities. Safety refers to the
health and safety of everyone who works here, as well as our
communities and the environment. The safety and environmental
goal payout will be determined by averaging the year-end
accomplishment of two goals: (1) Total Incident Case Rate, which
measures the number of occupational injuries and illnesses per 100
employees, including staff-augmented contractors; and (2)
Reportable Environmental Events, which are environmental events
that require the notification (verbal/written/electronic) of a
regulatory agency, or that result in a regulatory citation or other
enforcement action by a regulatory agency.

Customer Satisfaction: The incentive program also includes a

Customer Satisfaction goal, or CSAT, which measures the degree to which
a customer has a favorable perception of e;n interaction, product, service or
of Duke Energy overall. This goal is intended to keep customers central to
all that we do across the company regardless of where we work.
Achievement is based on the combination of our score in several J.D.

Power studies, a national benchmarking survey that compares Duke
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‘Energy’s CSAT to other utilities, as well as on the results from our

internal business customer surveys.

Business unit (or “team”) goals are typically lower-level tactical and
operational goals that increase line-of-sight to employees. Almost all employees
have a component of their incentive assigned to teamn goals. Team goal results
establish a pool of dollars allocated at the discretion of managers among
ernployeesA based on their individual performance and contributions to the team.
The team goals directly benefit customers by tying employee compensation to
reliability, outage frequency, time required to restore service, lost-time accidents,
customer satisfaction scores, O&M expense levels and capital expenditures.
Superior performance relating to these goals directly benefits Duke Energy
Kentucky customers through safe and reliable service, customer service quality,
and low energy costs.

In addition, as an added focus on safety and to reinforce the Company’s
zero tolerance for controllable work-related employee or contractor fatalities, the
STI programs reward all employees, exempt and non-exempt, with an additional 5
percent for their short-term incentive payout, if there are no controllable work-
related employee or contractor fatalities, there are less than a designated number
of life altering injuries (LAIs) (5 in 2017), and there is no significant operational
event. Conversely, incentive payments for senior executives will be reduced by 5
percent if there are more than a designated number of LAIs (6 in 2017) or there is

a significant operational event (including a controllable work-related employee or
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contractor fatality). The 2017 STI plan (and forecasted future period STI plan)
structure is reflected in the table below:

TABLE 2: SUMMARY 2017 STI PLAN

Leadership | Non Leadership

Weight Weight Payout range
EPS 50% 30% 0-200%
Operational
Excellence 20% 15% 0-150%
CSAT 10% 5% 0-150%
Team N/A 50% 0-150%
Individual 50% N/A 0-150%
Safety + 5% + 5% N/A

The results of the 2017 STI plan will be available in the first quarter of 2018.
PLEASE DESCRIBE THE UEIP.

The UEIP is available to union employees of Duke Energy Kentucky and its
affiliated companies. Employees participating in the UEIP may not also
participate in the STI program offered to the general employece population
described in the previous question. The purpose of the UEIP is to attract, retain
and motivate employees, enhance teamwork and high levels of achievement, and
to facilitate the accomplishment of specific corporate and business unit goals. We
believe having these goals benefits the customer. We believe having this incentive
plan-is a necessary component of the total compensation package for union
employees that attracts and retains the critical skills necessary to provide safe,
efficient and reliable service to customers. These union employees include many
of our back office personnel, including administrative and clerical, as well as

customer care associates, meter readers and employees who construct and
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maintain the Company’s electric distribution system. All are functions that are
critical to reliable customer service.

The UEIP is a short-term incentive opportunity that allows union
employees to receive cash payments if the Company attains certain corporate
performance goals and/or if their group attains certain operational performance
goals during a calendar year. The UEIP award levels consist of a percentage of
the employee’s base and overtime earnings, and is based upon the achievement of
corporate and business unit goals, such as financial results, safety and customer
satisfaction. The award levels for employees participating in the UEIP may also
vary based upon their participation in the various retirement programs. All union
employees who participate in a cash balance feature under a Duke Energy
sponsored pension plan or who don’t participate in a Duke Energy sponsored
pension plan are eligible for up to a 5 percent maximum annual incentive
payment. Employees who participate in a final average pay feature under a Duke
Energy sponsored pension plan are eligible for up to a 2 percent maximum annual
incentive payment. Additionally, regardless of which retirement program they
participate in, represented employees are eligible for a safety adder equal to 5
percent of their incentive payouts if there are no controllable work-related
employee or contractor fatalities, there are less than a designated number (5 in

2017) and there is no significant operational event,
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WHY IS IT IMPORTANT FOR THE COMPANY TO PROVIDE SHORT-
TERM INCENTIVE OPPORTUNITIES AS A PART OF ALL
EMPLOYEES’ TOTAL COMPENSATION?

Short-term incentive opportunities are a component of a market-competitive total
compensation offering necessary to attract and retain qualified employees.
Having a portion of employees’ total compensation “at risk™ allows the Company
to tie specific performance measures to employees’ pay, and focuses their efforts
on performing the right work, the right way. If the Companies did not provide
incentive opportunities to their employees, the same target value of incentive
compensation would need to be added to base pay in order to maintain market-
competitive compensation for its employees. Put another way, whether it is in
base pay or a combination of base pay and incentives, Duke Energy must keep its
overall compensation package competitive in order to attract and retain a
competent workforce.

The annual incentive pay opportunity that all employees have as a part of
their total compensation promotes a corporate culture that is performance-oriented
in order to provide the greatest benefit to the customer. Annual incentive goals are
communicated to managers and employees and reported throughout the year;
therefore, high performance becomes part of the culture and employees are
motivated to exhibit the behaviors required to meet the goals. In addition, the
annual incentive pay opportunities provide the ability to raise the bar on
performance expectations from year-to-year. By motivating employees to excel at

such goals as customer satisfaction, safety, reliability, and financial stewardship,
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the Company is able to deliver the highest value at a reasonable cost. This also
allows the Company to share its success with the employees who make that
success possible. Incentive pay is similar to the other costs related to producing
and distributing electricity. It is a necessary cost to provide customers safe and
reliable service. In the competitive market for talent, employees consider total
rewards, including base pay, incentive pay and benefits, as a key determinant in
deciding whether to work for a particular employer.
PLEASE DESCRIBE THE LTI PLAN.
Duke Energy’s LTI programs provide equity-based compensation to executive
and leadership-level employees in a manner that aligns their interests with the
long-term interests of Duke Energy, including Duke Energy Kentucky. While no
direct employees of Duke Energy Kentucky participate in the Companies’ LTI
programs, certain DEBS employees that provide services to Duke Energy
Kentucky are participants. The goal of the LTI programs is to attract and retain
high-caliber leaders by providing a competitive compensation package and to
encourage our leaders to make sound business decisions from a long-term
perspective. Stock awards are an important component — but not the only
component — of a total rewards package that is reviewed annually to ensure
ongoing competitiveness. Our LTI opportunities generally vest over a period of
three years in order to focus our executives on long-term performance and
enhance retention.

Duke Energy has two LTI programs. One is an Executive LTI program,

called the Executive Incentive Plan (EIP), which is reserved for members of the
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Executive Leadership Team (ELT) and Senior Management Committee (SMC) to
drive an ownership mindset and ensure accountability for making short- and long-
term strategic decisions. For 2017, participants in this program have 70 percent of
their target LTI opportunity awarded as performance shares. The performance
shares granted in 2017 incorporate three performance goals based on cumulative
adjusted EPS, relative Total Shareholder Return {TSR) compared to companies in
the Philadelphia Utility Index and absolute Total Incident Case Rate (TICR). The
goals correlate to long term value, and are set at levels that we believe are
reasonable in light of past performance and market conditions. EIP participants
must generally continue their employment with Duke Energy for a three-year
period to earn a payout and the number of performance shares that participants
ultimately earn is tied to Duke Energy’s long-term performance. The other 30
percent of EIP participants’ target LTI opportunity is awarded as restricted stock
units (RSU). Vesting of RSUs is solely tied to the participants’ continued
employment through vesting dates over a three-year vesting period. Participants
who remain employed with the Companies through a vesting date receive a share
of Duke Energy common stock for each vesting RSU.

A different LTI program is available to other strategic leaders below the
ELT level who are responsible for the most critical roles/responsibilities in each
business group (population generally ranges between 2-3 percent of the total
Duke Energy employee population). These employees participate in the RSU

program and receive their LTI value in the form of RSUs that vest equally over
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three years. Participation in the RSU plan is reserved for positions that meet at
least one of the following criteria:
« Position has significant responsibility for a broad area or function
or geographic region;
» The employee leads major projects or groups with substantial
enterprise or business unit strategic or financial impact;
» The employee is in a role that has decision-making authority that
impacts Company performance; and
+ Position requires specialized expertise that is critical to business
operations or strategy development.
The RSU plan is an equally important component within the market-competitive
total compensation package for eligible leadership positions and is critical to
maintaining market-competitiveness and retaining key leadership talent.
WHY IS IT IMPORTANT FOR DUKE ENERGY TO PROVIDE LONG-
TERM INCENTIVE OPPORTUNITIES AS A PART OF CERTAIN
EMPLOYEES’ TOTAL COMPENSATION?
As mentioned above, LTI programs are necessary components of Duke Energy’s
compensation package. They allow the Companies, including Duke Energy
Kentucky to attract and retain high-performing leaders that are able to carry out
our vision of leading the way to cleaner, smarter energy solutions that are valued
by customers. The EPS and TSR measures associated with the performance shares
granted as part of the long-term incentive plan tie a substantial portion of

compensation for executive employees to both internal and external measures of
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the Companies’ long-term financial performance. This encourages eligible
employees to reduce expense, operate efficiently, and conserve financial
resources, which directly benefits customers by keeping rates low.

It is very common for public companies of Duke Energy’s size and
complexity to have similar programs. In fact, according to the study previously
reference as Attachment TS-9, conducted by Willis Towers Watson (the Utility
Industry Executive Compensation Trends report), of 25 regulated electric utilities
with median revenues of $12.3 billion, long-term incentive plans are used among
all utilities within the sample. RSU plans are more prevalent among utilitics with
revenues greater than $12 billion (Duke Energy revenues were $24.5 billion in
2016). In a similar 2014 study conducted by Willis Towers Watson of long-term
incentive practices among large utilities, the percentage of the employee
population receiving LTI in the form of restricted stock was 3.5 percent.
Attachment TS-10 is a copy of the 2014 study. The number of Duke Energy
leaders eligible for its LTI programs in 2017 was approximately 642 employees,
equating to 2.2 percent of the total employee population, reﬂecfing the
conservative and selective approach the Companics take with providing this
compensation component, limiting participation to those strategic leaders who can
most closely affect the long-term sustainability of the business. As with annual
cash incentive compensation, the long-term incentive opportunities provided to
the Companies’ leaders is a necessary component of a market-competitive target
level of total compensation for these positions. If the Companies did not

incorporate LTI as a part of the total compensation for these leadership positions,
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it would require higher base salaries in ordér to provide the same level of maket-
based total compensation. If an increase to base pay was not made in place of the
LTI component and the overall level of total compensation was reduced, the
Companies would not be able to effectively attract or retain the experienced
leaders necessary to direct the efforts of its employees and make the best strategic
decisions on behalf of the Company. Attachment TS-2, shows the financial cost to
the Company of turnover at the senior manager/executive level is 74 percent of
annual compensation for each position.

VII. COST RECOVERY OF INCENTIVE PAY EXPENSE

WHAT INCENTIVE PAY EXPENSE DOES DUKE ENERGY KENTUCKY
PROPOSE TO RECOVER IN THIS PROCEEDING?

Duke Energy Kentucky believes that its entire incentive pay expense is reasonable
and necessary to attract and retain high quality employees with the critical skills
necessary to provide safe, efficient and reliable service to customers and,
therefore, that it should be recoverable in its entirety. For purposes of calculating
the appropriate level of test year expense, the Company is including incentives
based upon the achievement of target levels, which the Company expects to
average over time and thus considers a normal level of expense. Employces
evaluate their employment decisions based upon total compensation, including
base pay, incentives, and benefits. Reducing or eliminating a portion of
employees’ total compensation opportunity would reduce the Company’s cost
recovery for this expense to less than that required to maintain Total

Compensation in the market-competitive range for a substantial number of
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positions. The target annual incentive compensation provided by Duke Energy is
necessary to achieve market-competitive compensation for these positions and,
thus, is a reasonable and appropriate cost of doing business that cannot be
eliminated without an offsetting increase in base pay if Total Compensation is to
remain competitive. Duke Energy’s experience in other service territory
jurisdictions include full recovery of incentive expense, as their commissions
have realized the benefits to the customer of the plans and their necessity as a part
of a larger Total Rewards program.

PLEASE FURTHER EXPLAIN DUKE ENERGY KENTUCKY’S
PROPOSAL FOR RECOVERY OF INCENTIVE PLAN EXPENSE.

As shown above in Table 2: 2017 STI plan, the Company’s Leadership and Non-
Leadership STI continues to include a weighting factor for achieving corporate
EPS. In 2009, Duke Energy added a weighting for achieving other goals such as
O&M savings and reliability targets that continue today. Adding reliability targets
provides a balance between the need to prudently manage costs and providing
cost-effective, reliable and safe service to our customers. In 2015, Duke Energy
added customer satisfaction, safety and environmental targets. Safety and
environmental targets were added to encourage positive behavior of employees in
our day-to-day operations, and customer satisfaction targets were added to keep
customers central in all that we do. As previously explained, all of these various
performance measures included in the Companies’ incentive plans are designed to

benefit customers. Accordingly, Duke Energy Kentucky proposes to recover the
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entire amount of incentive compensation costs, based upon achieving target goal

levels, in its revenue requirement calculation.

TABLE 3: SUMMARY OF INCENTIVE PLAN COMPONENTS

Incentive Incentive Percentage
Plan Plan Components of
Total Plan
STI - Non EPS 30%
Leadership O&M 5%
and Reliability 5%
operat:lonal}y- Safety/Environmental 5%
g)::';:ﬁve Customer Satisfaction 5%
Leadership Employee Safety Objective 5% adder
team Team/Individual Goals 50%
members
STI - EPS 50%
Leadership O&M 6.67%
Reliability 6.67%
Safety/Environmental 6.67%
Customer Satisfaction 10%
Employee Safety Objective: 5%
Individual Goals 20%
Non- Restricted stock units 100%
executive LTI
Executive Restricted stock units 30%
LTI Performance shares (70%)
¢ Total Sharcholder Return (TSR) relative to that of 17.5%
the companies in the Philadelphia Utility Index
e Cumulative adjusted Earnings Per Share (EPS) 35%
¢ Absolute Total Incident Case Rate (TICR) 17.5%
UEIP Various by union - based on EPS, safety, customer 100%

satisfaction, etc.
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WHY DOES THE' COMPANY’S PROPOSAL FOR INCENTIVE
COMPENSATION ASSUME REACHING 100% OF TARGET
ACHIEVEMENT LEVELS?

These are the budgeted achievement levels for the performance goals for the STI
and the UEIP. The 100 percent target achievement level is used for the budget
because this is what the Company expects to achieve on average over time.

VIII. BENEFIT PLAN DESIGN

WHAT IS THE COMPANY’S BENEFITS PHILOSOPHY AND HOW
DOES IT TIE INTO THE COMPANIES’ OVERALL COMPENSATION
PHILOSOPHY?

At Duke Energy, we place a priority on attracting and retaining a diverse, high-
performing workforce. An important way we do this is by providing a
comprehensive, competitive total rewards package of pay and benefits that
includes base pay, incentive pay opportunities and benefits. Benefits are the non-
pay portion of an employee’s total rewards. Generally, benefits are provided
through one of two vehicles: health and welfare benefit plans and retirement
plans. Health and welfare benefit plans include medical, dental, vision, life
insurance, and disability plans. Qur benefit programs are designed so that the
Companies are able to maintain a highly trained, experienced workforce that is
capable of rendering excellent utility service. Retaining employees is important
for us because our business involves complex processes such that employees must
receive long-term training to perform their jobs safely and effectively. Retirement

plans include pension and 401(k) plans. Our retirement plans are designed to
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enable employees, through shared responsibility, to accumulate sufficient
resources to be able to transition into retirement at the appropriate time,
Employees® ability to retire at the right time increases opportunities for the
workforce as a whole, and also helps the utility manage costs.

PLEASE DESCRIBE DUKE ENERGY’S EMPLOYEE
BENEFITPROGRAMS PROVIDED TO EMPLOYEES.

The benefit programs in which all eligible employees may participate include
medical, health savings account, dental, vision, flexible spending account,
employee assistance program, wellness, sick pay, short-term disability, long-term
disability (LTD), life insurance, accidental death and dismemberment and
business travel accident insurance. Retirement benefits include company
contributions and company matching contributions to promote the shared
responsibility between the company and employees for accumulating retirement
resources. A brief summary of the more significant benefit plans is outlined in
Confidential Attachment TS-11 (Benefit Plan Design and Employee Cost
Summary Grid — 2017).

PLEASE DESCRIBE DUKE ENERGY’S POST EMPLOYMENT
HEALTHCARE BENEFITS PROVIDED TO EMPLOYEES.

Duke Energy is the result of a series of many acquisitions and mergers and has
worked hard at integration to minimize differences among legacy company
employee groups. This includes the post-employment benefits available to
employees when they retire. Newly hired employees will be eligible to enroll in

company sponsored pre-65 retiree medical, dental and vision benefits at
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retirement on an unsubsidized basis by paying the full cost of coverage. They will
also have the option to convert or port their active life insurance to an individual
policy at retirement. Active employees who were part of a closed group and
cligible for a retiree healthcare subsidy towards the cost of Duke Energy-
sponsored retiree health care coverage generally were transitioned to a common
approach in the form of a pre-65 Health Reimbursement Account (HRA) benefit.
As Duke Energy periodically reviews healthcare trends, we see that 32 percent of
general industry and 57 percent of utility industry companies provide financial
support for pre-65 coverage for current and future retirees. We also see that 32
percent of general industry and 53 percent of utility industry companies provide
financial support for post-65 coverage for current and future retirees. As Duke
Energy’s financial support of retiree healthcare has lessened over the years, we
have recognized that this is an area of concern for many employees. To address
this, we encourage employees who are enrolled in a High Deductible Health Plan
(HDHP) to contribute to a Health Savings Account (HSA) and receive company
matching contributions to save for their future retiree healthcare costs.

HOW DOES DUKE ENERGY DETERMINE THAT THE EMPLOYEE
BENEFIT PROGRAMS THAT IT OFFERS ARE REASONABLE AND
NECESSARY?

Duke Energy routinely examines its benefits to confirn how we compare with
national trends among comparable employers, and we consider the most effective
ways to serve our diverse workforce who reside in over 25 states. Because we are a

company with a history of mergers and acquisitions, we try to ensure consistency
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and fairness among legacy company employee groups as well as cost-effectiveness
for the Companies. We benchmark our programs against other large employers
from both the utility industry and general industry, so that we are positioned to
attract and retain qualified employees needed to support our customers. Duke
Energy leverages its consultants, vendor partners and nationally recognized
surveys to evaluate the competitiveness of its benefits and costs. Examples of
surveys include Willis Towers Watson’s Financial Benchmarks Survey, Best
Practices in Health Care Survey, Emerging Trends in Healthcare Survey and
Benefits Data Source. These surveys indicate that Duke Energy’s benefit plans
and employee contributions are in line with its utility industry and general
industry peers, making them reasonable and necessary in order to compete with
other employers for qualified talent. Based on Duke Energy’s reviews of the
competitiveness and reasonableness of its benefit programs and employee costs,
Duke Energy routinely determines if any changes should be made.

WHAT PORTION OF THE HEALTH AND INSURANCE COSTS OF
BENEFITS DO EMPLOYEES PAY?

For company-sponsored Vision, Supplemental and Dependent Life, Supplemental
and Dependent Accidental Death & Dismemberment (AD&D), and Optional
Long-Term Disability (LTD) insurance, the employee is required to pay 100
percent of the cost of group coverage. The company pays 100 percent of the cost
of Basic Life/AD&D, Basic LTD and Business Travel Accident Insurance. When
designing medical plan options and determining employee cost share, Duke

Energy focuses on the total cost of coverage — not just the premium (or
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contributions ‘since medical and dental coverage is self-insured) that is deducted
from employees’ paychecks. This includes the additional out-of-pocket costs such
as copays, deductibles and co-insurance. Looking at only the premium does not
provide the total picture of employees’ cost share. Duke Energy’s plans and cost
share are designed to encourage good consumer health care choices by providing
opportunities for lower employee premiums and higher out-of-pocket costs at the
point of service so that the utilizers of health care services are paying for it. Duke
Energy employees’ total cost of medical coverage (premiums and out-of-pocket
costs) for 2017 is 34 percent, which falls between that of employers in general
industry (35 percent) and utility industry (30 percent). For example, premiums for
the high deductible health plan (HDHP) options have higher costs at the point of
service, but lower premiums.

lternatively, the preferred provider organization (PPO) option has lower
costs at the point of service and higher premiums. 75 percent of our employee
population is enrolled in our HDHP options. For those enrolling in a HDHP
option, employees can make payroll contributions to an HSA and Duke Energy
matches employee contributions to their HSA each pay period up to $600/year for
individual coverage and $1,200 per year for family coverage for most employees.
For dental coverage, the employee pays on average 35 percent of the premium and
56 percent of the total cost of coverage (premium plus out-of-pocket costs). When
an employee enrolls in medical and dental coverage, he/she may also cover
his/her eligible dependents. Duke Energy subsidizes more for the cost of

employee coverage than for dependent coverage.
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IX. BENEFIT COST MANAGEMENT CONTROLS

HAS DUKE ENERGY TAKEN STEPS TO CONTROL THE COST OF
EMPLOYEE BENEFITS?

Yes. On an ongoing basis, Duke Energy reviews its employee benefits and costs in
an effort to keep costs reasonable, while continuing to provide benefits that are
sufficient to attract and retain employees. Employees pay a portion or all of the
cost for many of their benefits, so we strive to manage costs for not just the
Companies, but for employees as well. Periodically, benefit plan changes are made
and other steps are taken to control costs. The following are some examples of
steps taken in recent years to control costs.

Retirement Plans

Duke Energy has taken significant steps to both control costs and reduce
the risk associated with its retirement plans. Duke Energy closed its pension plans
to non-union new hires in 2014, and has since negotiated closing pension
participation for new hires for all union groups. New hires receive a Duke Energy
retirement contribution to the 401(k) in lieu of pension participation, and have an
opportunity to receive company matching contributions if they choose to
contribute to the 401(k). Pension eligible employees have generally experienced
reductions in future pension benefit accruals with transitions from a final average
pay formula to a cash balance formula. As early as 1997, Duke Energy, through
mandatory conversions and choice windows moved non-union pension eligible
employees to a cash balance design. Moving the existing employees allowed the

Company to reduce future pension accrual, and reduce risks associated with
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longevity and investments (since most participants take lump sum distributions).
To offset the impact of these pension reductions, Duke Energy increased its
matching opportunity in the 401(k) plan. The emphasis throughout this process,
was to creale a competitive retirement benefit, which provided as much
comparability as possible across all legacy organizations and new hires while
aligning to the market.

Health & Welfare Plans

Ongoing steps:

Duke Energy performs an annual market check on the pharmacy benefit
manager contract to ensure competitive contract terms and pricing. These have
resulted in 2 percent — 6 percent savings cach year for employees and Duke
Energy.

Duke Energy regularly evaluates the neced to bid out Health & Welfare
vendor contracts through a request for proposal (RFP) process so that contracts
have competitive fees, discounts, and guarantees.

Duke Energy annually reviews its Health & Welfare plan design and costs
to determine the need for changes to deductibles, copays, co-insurance, out-of-
pocket limits and cost sharing strategies to align with market trends.

An ongoing dependent verification process has been in place since 2010,
which requires proof of eligibility to ensure that only eligible dependents are
enrolled in medical, dental, vision and life insurance coverage.

Duke Energy annually assesses utilization management programs and

processes that may help climinate unnecessary or inappropriate treatments and
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medications, including pre-certifications, prior authorizations, step therapy, safety
and monitoring for fraud and abuse (e.g., opicids), and specialty medication
management.

Periodic steps:

In 2009, Duke Energy began to eliminate retiree medical subsidies for
non-union new hires and has since negotiated the same with all unions.

In 2011, Duke Energy partnered with a new vendor for an integrated
approach to health management with the goal of improving health and controlling
costs through plan design, clinical and wellness programs and improved employee
education/communications. Duke Energy deployed a mandatory 90-day supply
for maintenance medications under its medical plans. In the first three years,
significant savings were achieved compared to projected costs if programs
remained unchanged.

In 2012, Duke Energy deployed wellness and non-tobacco user rewards as
incentives to influence healthy behavior and help employees make the connection
between their choices and health care costs. Duke Energy also deployed the
mandatory use of Bariatric Centers of Excellence for bariatric surgeries. Duke
Energy eliminated the standard exclusive provider organization (EPO) plan option
to encourage enrollment in the HDHP. Co-insurance replaced copays for
prescription drugs for the PPO and Enhanced EPO options in order to increase
transparency into the cost of prescription drugs (the Enhanced EPO was a union
negotiated option in several collective bargaining agreements that was eventually

eliminated effective Dec. 31, 2014).
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Beginning in 2013, as part of Duke Energy’s effort to encourage
enrollment in an HDHP option and compliance with prescription drug therapy,
certain preventive medications were covered 100 percent.

In 2014, in an effort to further encourage good consumer decisions, Duke
Energy replaced its existing medical plan options with new plan options and a
cost sharing strategy to encourage enrollment in the HDHP options. The new plan
options included two HDHP options and one PPO option. Since then, enrollment
in the HDHPs has grown significantly. Current enrollment is 75 percent compared
to 16 percent prior to 2014. Duke Energy deployed mandatory use of Spine and
Joint Centers of Excellence for hip replacement, knee replacement, spinal fusion
and disc disorder surgeries to improve clinical outcomes and better manage costs.

Active company-paid life and AD&D insurance was reduced from two
times annual base pay to one times annual base pay. Company-paid retiree life
insurance generally was eliminated for future retirees.

Duke Energy discontinued sponsorship of post-65 medical plan options
and implemented a Medicare exchange solution for all retirees and their
dependents. This provides retireces with a choice of individual policies to
supplement Medicare.

Duke Energy changed the definition of eligible pay for LTD from total
pay (base pay, overtime and incentive pay) to base pay only.

In 2015, wellness incentives were expanded to also reward
spouses/domestic partners for healthy actions.

Duke Energy has worked hard at integration to minimize differences
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among legacy company employee groups. This includes retiree healthcare
subsidies for future retirees. In 2015, non-union employees who were part of a
closed group and eligible for some form of subsidy towards the cost of Duke
Energy-sponsored retiree health care coverage were transitioned to a subsidy in
the form of a pre-65 HRA benefit and the same has been negotiated with all
unions.

In 2016, Duke Energy deployed a telehealth program as a low-cost option
for doctor consultations. Duke Energy deployed strategies for compound drugs
and non-IDA approved drugs to limit inappropriate use.

In 2017, Duke Energy deployed a virtual weight loss/diabetes prevention
program because obesity is a primary diagnosis for a significant number of
members. Out-of-network coverage for dialysis treatment was eliminated. The
PPO co-insurance and annual out-of-pocket maximum were changed to better
reflect the higher claims experience of covered members and to better align with
market trends. Employee contributions for the cost of spouse/domestic partner
medical coverage were further adjusted to reflect the higher claims costs that
spouses/domestic partners incur compared to other covered members.

HAVE THE RECENT STEPS TAKEN HAD AN IMPACT ON MEDICAL
PLAN COSTS?

Yes, our efforts are having an impact. Duke Energy’s Medical/Prescription Drug
trend per employee from 2011 through 2016 has averaged 2.58 percent. This
compares to national trend average for the same time period of 4.72 percent as

reported by Willis Towers Watson.
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HAVE OTHER COST REDUCTIONS BEEN IMPLEMENTED WITH
REGARD TO RETIREE MEDICAL BENEFITS?

Duke Energy applies the same annual review and periodic changes to the pre-65
retiree medical coverage options as the active employee medical coverage
options, including the utilization management processes, clinical programs,
vendor contracts and annual plan design review. Duke Energy continues to pass
along applicable increases in contributions to pre-65 retirees on an annual basis
based on retiree claims experience.

IN YOUR OPINION, WILL DUKE ENERGY ELIMINATE MEDICAL
AND DENTAL BENEFITS FOR RETIREES?

Duke Energy eliminated retiree subsidies for new hires and generally eliminated
company-paid life insurance for future retirees. At the time that this change was
adopted, it was deemed necessary to maintain some level of financial support for
a closed group of current employees who did not have sufficient time to save for
retiree healthcare and to make up for a benefit they were relying on in retirement.
Duke Energy no longer offers post-65 group coverage but facilitates enrollment in
individual policies through a Medicare Exchange. Duke Energy continues to
provide access to future retirees for pre-65 medical and dental coverage in order
to attract and retain the qualified employees needed to provide quality service to
our customers, especially given the uncertainty of private exchanges and the
public marketplace for pre-65 coverage. Although Duke Energy reserves the right
to amend, modify or terminate any of its benefits, there has been no decision to

eliminate access to pre-65 retiree benefits in the future.
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X. REASONABLENESS OF BENEFITS PROGRAM

DO YOU HAVE AN OPINION REGARDING THE REASONABLENESS
AND NECESSITY OF DUKE ENERGY’S EMPLOYEE BENEFITS
PROGRAMS TO ATTRACT, RETAIN AND MOTIVATE QUALIFIED
EMPLOYEES TO PROVIDE SAFE, RELIABLE, EFFICIENT, AND
ECONOMICAL SERVICE TO DUKE ENERGY KENTUCKY’S
ELECTRIC CUSTOMERS?

Yes. In my opinion, the Companies’ employee benefits programs are market
competitive, reasonable, and necessary to attract, retain and motivate the qualified
employees that the Companies need to provide safe, reliable, effective, efficient

and economical electric service to Duke Energy Kentucky’s retail customers.

X1. SCHEDULES AND FILING REQUIREMENTS SPONSORED BY

WITNESS
PLEASE DESCRIBE SCHEDULES G-2 ANG G-3.
Schedules G-2 and G-3 consist of certain compensation and fringe benefit costs as
required as part of FR 16(8)(g). I provided this information to Duke Energy
Kentucky witness Mr. Robert “Beau” Pratt for his use in preparing the forecasted
financial data.
HOW DID YOU ESTIMATE THESE LABOR AND BENEFIT COST
CHANGES FOR THE FORECASTED PERIOD?
I made reasonable estimates based on recent trends, current conditions, the market
studies by independent consultants that I discussed previously in my testimony,

and my previous experience with compensation and benefits matters. Based on
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these considerations, I provided Mr. Pratt with the following estimates for the
forecasted test period consisting of the twelve months ending March 31, 2019: the
union and non-union labor rate increases the fringe benefit loading rates, payroll
tax, and indirect labor loading rates for union and non-union labor.

XII. CONCLUSION

WERE SCHEDULES G-2 AND G-3 AND ATTACHMENTS TS-1
THROUGH TS-11 PREPARED BY YOU OR AT YOUR DIRECTION?

Yes.

ARE SCHEDULES G-2 AND G-3 AND ATTACHMENTS TS-1 THROUGH
TS-11 TRUE AND ACCURATE COPIES OF THE DOCUMENTS THEY
PURPORT TO REPRESENT?

Yes.

IS THE INFORMATION YOU PROVIDED TO MR. PRATT ACCURATE
TO THE BEST OF YOUR KNOWLEDGE AND BELIEF?

Yes.

DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY?

Yes.
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Under pressure to remain relevant, employers
look to modernize the employee value proposition

Global findings report for the 2016 Global Talent Management and Rewards
and Global Workforce Studies



The pace at which organizations

are able to deliver on this
modernization agenda will become

a key differentiator of organizational
success and help determine the
winners and losers in the competition
for high-value talent.
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About Willis Towers Watson

Willis Towers Watson (NASDAQ: WLTW) is a leading global advisory, broking and
solutions company that helps clients around the world turn risk into a path for growth.
With roots dating to 1828, Willis Towers Watson has 39,000 employees in more than
120 countries. We design and deliver solutions that manage risk, optimize benefits,
cultivate talent, and expand the power of capital to protect and strengthen institutions
and individuals. Our unique perspective allows us to see the critical intersections
between talent, assets and ideas — the dynamic formula that drives business
performance. Together, we unlock potential. Learn more at willistowerswatson.com.

Copyright © 2016 Willis Towers Watson. All rights reserved.
WTW-GL-16-RES-2282j1
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THREE PERSPECTIVES ON

THE FUTURE
OF WORK

400+ business executives
1,700+ HR professionals
5,400+ employees

From 37 countries

and 20 industries

We asked about topics as diverse as:
- The biggest disrupters on the horizon

- What executives are planning in the
next few years

+ How HR thinks jobs will change

« Which skills are most in-demand and
how best to develop them

+ What employees want more/less of
in the workplace
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WHAT’S INSIDE

4 TRENDS TO WATCH IN 2017
- GROWTH BY DESIGN

» A SHIFT IN WHAT WE VALUE

» AWORKPLACE FOR ME

+ THE QUEST FOR INSIGHT

LEAP FORWARD:

ADVICE TO STAY AHEAD

+ ATTRACT & RETAIN TOMORROW’S TALENT
» BUILD FOR AN UNKNOWN FUTURE

» CULTIVATE A THRIVING WORKFORCE

IMPLICATIONS FOR HR

- TOP TIPS TO WIN THE TALENT WAR

- PRIORITIES FOR THE HR FUNCTION
OF TOMORROW
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THE DIGITAL JOURNEY

Business executives see technology at work as the workforce trend likely to have the most impact on their
organization over the next two years. Yet most are not doing enough to realize the benefits and head of f the risks.

Doing business without digital is like smiling at someone in
the dark. You know what you’re doing, but nobody else does.

Adapted from Steuart Henderson Brift

WHERE ARE YOU ON THE JOURNEY TO BECOMING A DIGITAL ORGANIZATION?

Less than 10% consider themselves a Digital
Organization today. Companies that have begun
their digital journey tend to focus first on external
competitive forces, and later turn their attention
internally toward the employee experience.

Only 35% of executives
believe that HR provides
a digital experience for
employees.

Nearly 1in 5 companies
say that their employees
do not have a digital
experience when
interacting with HR.

N

Only 54% of employees

say that they have access Core tasks

to state-of-the-art B Advanced tasks

and innovative tools & W Nearly all

technology to support their

training and development.
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A NEW REWARDS PARADIGM IS NEEDED

Fair & competitive pay and opportunities for promotion are top priorities for employees this year, which is not
surprising given the climate of uncertainty and change.

The rapid rise of smart machines and the exponential
increase in the complexity of organizations and roles
are just some of the ways in which today's workplace
is unrecognizable from 30 years ago. What it means
to be an employee — and the value of an employee
to an enterprise — must necessarily be adjusted.

It's no longer just about output. In fact. 87% of
employees want to be recognized and rewarded

for a wide range of contributions, not just financial
results or activity metrics — but only 51% say that
their company does this well today. How rewards are
managed reflects an organization’s culture and can
send powerful signals about what is valued.

The same principle applies to executive rewards.

i

Responsible and responsive leadership was the lead
topic at the 2017 World Economic Forum Annual Meeting.
The theme of inequality and income disparity is forcing
policy discussions on minimum wage and living wage,

the gender pay gap. and the pay ratio between the to the demand for greater transparency — 83% of
C-suite and the average employee. As organizations companies are planning to make changes to increase
are being challenged to consider their societal transparency of executive pay. Market volatility is also
impact, performance metrics have been broadened adding pressure on executive pay levels — but at the

to include sustainability measures such as diversity same time, companies are unsure whether to make

and social responsibility rankings. The trend towards adjustments as the economic winds can change rapidly.
more effective and relevant disclosure of executive For example, whether to shift to a currency-neutral

remuneration also shows that companies are responding  approach for incentive plans is a hot topic for debate.
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THE POWER OF DATA
Companies are recognizing that to attract and retain General Electric has experienced the power of putting
tomorrow'’s talent HR needs easy access to quality and data in the hands of those who can translate it into
actionable data to combine what people say with what meaningful predictive insights. This has been pivotal
they are actually likely to do. in staying connected with future trends and building

a dynamic relationship between insight and action.

o - By democratizing access to non-sensitive people data,
_— all of HR can now more easily surface workforce insights
and improve planning capacity globally. i 5
Travis Barton, Workforce Planning, GE International L

. Do our performance metrics
Do candidates
ASK reflect the wide range of
p WA REEDLY KPR Ay contributions that employees
YOURSELF a brand-enhancing experience? o
can make?
Is it easy for individuals to Do we consider
Do we take a 3 e 5 .
" £ i understand the available non-traditional talent (including
whole person” perspective )
Ty L career paths, compensation younger and older workers)
when designing benefits . 5 d
. it for roles of interest, and skills for development assignments,
programs, flexible work policies, ; : A
ol & experiences needed for promotion opportunities, and
and training for managers? . f 4
promotion? internal mobility?

If you answered “no” to two or more of the above, attracting and retaining tomorrow’s talent may be a focus area
for your organization this year.








































INDUSTRY REPORTS

Interested in industry-specific findings? This year’s Global Talent Trends Study focused on 8 key
industry sectors. Individual reports are available for Mercer Select Intelligence members through
http://select.mercer.com and for non-members through www.imercer.com.
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MERCER SELECT INTELLIGENCE®

MERCER SELECT
INTELLIGENCE

WORKFORCE & CAREERS

A one-stop shop for CHRO-level insic
Mercer Select Intelligence is your
comprehensive source for HR information,
with best-in-class intelligence and analysis
in key HR strategy areas.

Stay in the know on key benefit- and
HR-related legal developments. Mercer's
legal and research experts analyze the
latest compliance challenges.

En|oy access to global publications
covering rewards, benefits. and HR policies

and practices.

Mercer Select Intelligence®™ is a one-stop
destination for HR and Talent insights. Through
the portal, you can gain access to cutting-edge
research, breaking news, and other curated
content in the areas of talent management,
rewards, benefits, health and wellbeing,
retirement, HR technology, and other relevant
HR topics. We draw on Mercer's 75 years of
experience to provide analysis of local and
global marketplace developments and enable
on-demand access to HR experts and industry
leaders.

Get updates sent to your email or mobile
phone with the latest information in your
areas of interest.

Easy access

Optimized for anytime, anywhere
access, the Mercer Select Intelligence
website works on all devices.

Join executive peer groups with a
focus on today's foremost challenges,
benchmarking. and information-sharing
in confidential, interactive settings.

Access to Mercer Select Intelligence is via an annual membership, which can be shared across

departments and functions. To get started, contact us at selectintel@mei

~er.com to set up a demo or

learn more about how Mercer Select Intelligence can give you Insights Today for Impact Tomorrow.
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ABOUT MERCER

At Mercer, we make a difference in the lives of more
than 110 million people every day by advancing their
health, wealth, and careers. We're in the business of
creating more secure and rewarding futures for our
clients and their employees — whether we're designing
affordable health plans, assuring income for retirement,
or aligning workers with workforce needs. Using analysis
and insights as catalysts for change, we anticipate and
understand the individual impact of business decisions,
now and in the future. We see people’s current and
future needs through a lens of innovation, and our
holistic view, specialized expertise, and deep analytical
rigor underpin each and every idea and solution we
offer. For more than 70 years, we've turned our insights
into actions, helping organizations help their employees
live healthier lives, grow their careers, and build more
secure futures. At Mercer, we say we Make Tomorrow,
Today.

Mercer LLC and its separately incorporated operating
entities around the world are part of Marsh & McLennan
Companies, a publicly held company (ticker symbol:
MMC) listed on the New York, Chicago, and London
stock exchanges.

For further information, please contact your local
Mercer office or visit our website at www.mercer.com.
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2016 — 2017 US Salary Increase Budgets Survey Results

Results from The Conference Board annual Salary Increase Budgets survey indicate that the median 2016
actual total salary increase budget, as well as the median merit increase budget, across all employee
groups is 3.00 percent. This year, 478 organizations completed the survey, which was fielded between
April 18 and May 17, 2016." Data were requested for four employment categories: non-exempt hourly
{non-union), non-exempt salaried, exempt, and executive. Results are reported overall and by industry.

The Conference Board currently projects the 2016 and 2017 inflation rates to be 1.2 percent and 2.4
percent, respectively.

The analysis provided here is based on the results including zero increases across years.

SALARY INCREASE BUDGETS

Total Increases

The median 2016 actual total salary increase budget is 3.00 percent across all employee groups. These
increases are the same as the actual increases for the past five years and are exactly the same as the
projected increases for 2016 in the June 2015 report (Table 1).2

The projected total median increase in budgets, for 2017, across all employee categories remains at 3.00
percent overall.

There is not much variation in the median for the 2017 projected salary increase budgets at the industry
level. In all industries except three, the actual 2016 and projected 2017 median increases are 3.00 percent
across all employee categories. The highest projected increases are in diversified financial services: 3.50
percent for non-exempt hourly employees and executives. In consulting services a 3.50 percent increase
is expected for the exempt category.

The actual 2016 percentages are similar to the 2017 projected increases and they vary little across
industries. The lowest actual median percentage is recorded in transportation: 2.50 percent for the exempt
and non-exempt hourly categories.

Merit Increases
The overall median 2016 actual merit percent increases are 3.00 percent for each employment category.

The 2016 actual merit increase budgets do not vary across industries, with the exception of two:
transportation and diversified services. Transportation reports the lowest increases, with 2.50 percent in

'Seventeen organizations indicated that they provided information for their specific business units or did not answer this question; and their
responses are not included in the analysis.
2 Qee Judit Torok, US Salary Increase Budgets for 2016, The Conference Board, June 2015,

1
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all employee groups except non-exempt salaried employees, where the increase is 2.72 percent. In
diversified services, non-exempt employees (both hourly and salaried) have an increase of 2.76 percent.
However, both of these industries expect these percentages to increase to 3.00 percent in 2017. In fact,
the 2017 projected median merit increase budgets across all employee categories are projected at 3.00
percent universally. The only exception is for executives in transportation, where the merit increase
remains the same at 2.50 percent (Table 2).

General and Other Increases

Both the 2016 actual and 2017 projected median general budget increases are zero percent for all
employee categories, with only the non-exempt hourly employees receiving an increase of 0.28 percent
in 2016 (Table 3). In transportation, for the non-exempt hourly employees the actual and projected
increases are 2.50 percent and 1.75 percent respectively, the highest among all industries.

The median 2016 actual and 2017 projected other increases are 0.50 percent across the board (Table 4).
The highest median 2017 other increases are projected in energy/agriculture in all categories at 0.75
percent. Diversified financial services companies offer the second highest increases, with projected
increases ranging between 0.63 and 0.75 percent.

SALARY STRUCTURE MOVEMENT

The 2017 median structure movement is projected at 2.00 percent in all employee categories. The actual
2016 median increase in salary structures is 2.00 percent for all employee categories, as projected in June
of last year (Table 5).

In half of the industries the structure movement is projected to be at the same level as in 2016. The
highest 2017 projected percentages are observed in transportation, which vary from 2.25 percent for
executives to 3.00 percent for non-exempt hourly employees. This is the only industry where all
categories of employees expect a higher structure movement than the overall median of 2.00 percent.

The actual structure movements vary a little more, with some percentages being as low as 0.00 (trade) or
1.00 percent (energy/agriculture). Non-exempt hourly employees in communications are experiencing a
structure movement of 2.37 percent, the highest among all industries and employment categories. The
lowest movement is registered in trade where there is no change in the non-exempt salaried and executive
categories, but both percentages are expected to move by 2.00 percent next year.
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TABLE 6. Response rate by industry

Industry n= | Percent
Banking 25 5.4%
Communications 21 4.6%
Consulting services 42 9.1%
Diversified financial services 16 3.5%
Diversified services 70 15.2%
Energy/agriculture 15 3.3%
Insurance 50 10.8%
Manufacturing 129 | 28.0%
Trade 40 8.7%
Transportation 18 3.9%
Utilities 30 6.5%
Not-for-profit* 5 1.1%

Total 461 100%

* Included in totals but not shown separately due to small sample size.

Prepared by Judit Torok, Senior Research Analyst, The Conference Board. Judit. Torek@conference-board.org
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Need More Data

for the United States
or Canada”

Log in at worldatwork.org/salarybudgetsurvey.
Under My Subscriptions, select “2017-2018 Salary Budget Survey.”

Run unlimited reports, customized by:
a. Type of data )
Statistic (e.g., mean, median, 25"/75" percentile)
Industry
Number of employees
Revenue
Geographic region
State/province

S@ *o a0 0o

Major metropolitan area
Simply view reports, “print to PDF” or “save to Excel.”

Access participants lists and questionnaires.

See page 6 (Get Started Now) for step-by-step login and “Online Reporting Tool”
access instructions.

For additional assistance with the “Online Reporting Tool,” please contact our
Customer Relationship Services team at 877-951-9191 (United States and Canada)
or +1 480-922-2020 (other countries), or customerrelations@worldatwork.org.
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Salary Budget Increases Remain Flat
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SALARY BUDGET INCREASES

S31VLS @3LINN

ricures  Total Salary Budget Increases, by Region and Employee Category

. [
Central ! Eastern l

Actual 2016 Actual 2017 | Projected 2018  Actual 2016 Actual 2017  Projected 2018
 Mean Median Mean Median Mean Median  Mean Median ‘Mean  Median Mean Median

ﬁg;‘ﬁ’;fé’r‘]p”‘“’u”y 3.0% 8.0% 29% 30% 31%  30%  2.9% 30% 30% 3.0% 31%  5.0%

Nonexempt Salaried 2.9% 3.0% 3.0% 3.0% 3.1%

3.0% 3.0% 3.0% 3.0% 3.0% 3.1% 3.0%

Exempt Salaried 3.0% 3.0% 3.0% 3.0% 3.2% 3.0% 3.0% 3.0% 3.0% 3.0% 3.2% 3.0%

Officers/Executives  3.0%  3.0%  3.0%  38.0% 31%  3.0% 29% 30% 3.0% 30% 31% 3.0%
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Actual 2016 Actual 2017 |[Projected 2018 Actual 2016 Actual 2017 Projected 2018

Mean Median Mean Median Mean Median Mean Median Mean Median Mean Median
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SALARY STRUCTURE ADJUSTMENTS

S3ILVLS @3LINA

FIGURE 24 Salary Structure Increases, by Region and Employee Category
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Canada

sessnenan

The average Canadian total
salary budget increase across all
employee categories, regions and

industries is 2.8 percent in 2017,
in line with last year’s projection
and slightly lower than the 3.0

percent projected for next year.
(See Figure C1 on page 49.)

The median figure of 3.0 percent has not changed since 2011.

It would appear that Canada is beginning to recover from
the effects of low oil prices and wildfires in 2016, as salary
budget increases have returned to 2015 levels and are
expected to increase even more to 3.0 percent in 2018, (See
Figure C4 on page 50.)

Economic Influences

Inflation in Canada was at 1.6 percent for the 12-month periocd
ending April 2017, according to Statistics Canada's Consumer
Price Index. That agency also reported the average unemploy-
ment rate at 6.5 percent for the same 12-month period, lower
than the 6.9 percent in 2016. This decrease is at least partially
due to fewer young people looking for work. These indicators,

WorldatWork 2017-2018 Salary Budget Survey worldatwork.org/salarybudgstsurvey
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More than half of surveyed countries (11) saw slight
growth (4) in salary budget increases. Only 3 nations
(Brazil, Japan, and China) saw declines, (¥) and

the rest remained steady. All but three nations are
projecting slight growth again in 2018.
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Negotiations Timeline:

ATTACHMENT TS-7(a)
Page 1 0f 27

SUMMARY OF THE
TENTATIVE AGREEMENT REACHED
BETWEEN
DUKE ENERGY OHIO, INC. &
DUKE ENERGY KENTUCKY, INC.
AND
IBEW LOCAL NO. 1347
April 21, 2017

February 13, 2017 — Pre-negotiations meeting between the Parties
March 6, 2017 — Exchange Proposals

18 negotiating sessions as well as sub-committee meetings

Aprit 21, 2017 — Tentative Agreement reached between the Parties

Linion Negotiating Committee:

Ted Robison
Andrew Kirk
Danny Amshoif
Brian Brown
Jason Carnahan
Russ Cosby
Ray Fowee
Jason Frazier
Steve Harms
Tom Messamer
Brian Searp

Company Negotiating Committee:

Jay Alvaro
Mike Ciccarella
Lisa Gregory
Nancy Ruby
Gary Cook
John Froehle
Von Huffaker

We are not here today to tell you how to vote or to persuade you to vote one way ar another. This
meeting is intended to provide you information about the Tentative Agreement and an opportunity for you
to ask questions. This meeting is not intended to replace meetings the Union will also be conducting. We
encourage you to ask questions, attend the Union's meeting and to vote,

IBEW 1347 Tentative Agreement
Employee Meetings



TENTATIVE AGREEMENT
BETWEEN
DUKE ENERGY OHIO, INC. &
DUKE ENERGY KENTUCKY, INC.

AND

IBEW LOCAL NO. 1347
April 21, 2017

ATTACHMENT T8-7(a)
Page 2 of 27

TERM OF THE AGREEMENT - Subject to membership ratification, the new Agreement will be a five-
_year Agreement effective April 1, 2017 through March 31, 2022,

WAGE INCREASES - Employees will receive a 2.5% general wage increase, retroactive to April 1, 2017,
if this Tentative Agreement is ralified by May 10, 2017. For the remainder of the term of the new
Agreement, employees will receive a 2.5% general wage increase effective April 1, 2018, a 2.5% general
wage increase effective April 1, 2019, a 3.0% general wage increase effective April 1, 2020 and a 3.0%
general wage increase April 1, 2021. Applicable to all employees unless otherwise negotiated.

IBEW 1347 Tenlative Agreemant
Aprl 21, 2047

Current Effective EHective Effective Effective Effective
Wage March 31, April 1, April 1, April 1, April 1, Aprit 1,
Level 2017 2017 2018 2019 2020 2021
2.5% 2.5% 2.5% 3.0% 3.0%
1 $15.62 $16.01 $16.41 $16.82 $17.33 $17.85
2 $18.02 $18.47 $18.93 $19.41 $19.95 $20.59
3 $22.87 $23.44 $24.03 $24.63 $25.37 $26.13
4 $23.34 $23.92 $24.52 $25.13 $25.89 $26.67
5 $23.83 $24.43 $25.04 $25.66 $26.43 $27.23
6 $24.98 $25.60 $26.24 $26.90 $27.71 $28.54
7 $26.55  $27.21  $27.89 $28.59  $29.45 $30.33
a $27.34 $28.02 $28.72 $29.44 $30.33 $31.24
9 $27.83 $28.53 $29.24 $29.97 $30.87 $31.80
10 $28.42 $29.13 $29.86 $30.61 $31.52 $32.47
1 $25.81 $30.56 $31.32 $32.10 $33.07 $34.06
12 $30.22 $30.98 $31.75 $32.54 $33.52 $34.53
13 $30.63 $31.40 $32.18 $32.95 $33.97 $34,99
14 $31.36 $32.14 $32.95 $33.77 $34.78 $35.83
15 $32.08 $32.88 $33.70 $34.55 $35.58 $36.65
16 $33.43 $34.27 $35.12 $36.00 $37.08 $38.18
17 $33.70 $34.54 $35.41 $36.29 $37.38 $38.50
18 $34,32 $35.18 $36.06 $36.96 $38.07 $39.21
19 $35.25 $36.13 $37.03 $37.96 $39.10 $40.27
20 $37.10 $38.03 $38.98 $39.95 $41.15 $42.39
21 $37.67 53861  $39.58 $40.57  $41.78 $43.04
22 $38.04 $38.99 $39.97 $40.96 $42,19 $43.46
Page 10t 3



23 $38.40  $39.36  $40.34 $41.35  $42.59 $43.87
24 $38.79  $39.76  $40.75 $41.77  $43.03 $44.32 ATTACHMEI:;“;S;;(;;
25 $39.16  $40.14  $41.14 $42.17  $43.44 $44.74
26 $39.65 . $40.64  $41.66 $42,70  $43.98 $45.30

MATERIALS SPECIALIST C, METER REPAIRER, AND MANUAL TECHNICIAN - Employees in these
classifications will receive the general wage increase applicable to all non-specially negotiated job
classifications for the term of this Agreement. The minimum wage rates for these classifications will not
increase.

PAID PARENTAL LEAVE - Upon ratification of the Agreement, employees will be eligible for paid
parental leave on the same basis as the Company's general, non-represented amployee populaticn.

SICK AND FAMILY CARE - Effective January 1, 2018, current employees will be eligible for up to 80
hours of paid time off due to qualifying sick or family care reasons on the same basis as the Company's
general, non-represented employee population. Employees may carry over up to 80 hours of the annual
allotment of unused Sick Pay from one calendar year to the next up to a maximum total balance of 120
hours available for qualifying reasons.

SHORT-TERM DISABILITY - Short-term disability (STD)} benefit revised to eliminate the rolling 24-
month period.

DIVERSITY AND PERSONAL DAYS - The notice for requesting Personal/Diversity days has been
reduced from four days to two days.

DEATH IN FAMILY BENEFIT - Expanded benefit to include aunts, uncles, nieces, and nephews.

GENERATION/FIELD SERVICES BOOT POLICY - Upon ratification of the Agreement, employees will
be eligible to receive reimbursement, not to exceed $200 when they are next eligible, for the purpose of
replacing worn  boots. Going florward, employees in Generation and Field Services
{Telecommunications), will be eligible for reimbursement of up to $200 every two years for the purpose of
replacing worn boots.

ANNUAL FR CLOTHING ALLOTMENT - The annual allowance for FR Clothing will increase to $455 per
year for the purchase of FR clothing for those eligible employees. In the event the Company elects to
increase the amount of the FR clothing allowance or to implement a “roll-over” feature during the term of
the 2017-2022 Agreement, the Company will also make these changes for IBEW 1347 represented
employees.

RECOGNITION AND REWARD PROGRAMS - Employees will be eligible to participate in departmental
or safely recognition and rewards programs.

PRODUCTION TECHNICIANS (GENERATION) - Fossil Hydro employees entering the Production
Technician job classification will only be permitted to cross-bid to other Company positions outside of
Operations after a period of three years.

GAS SUPPLY CHAIN - Establishment of a new Supply Chain division to support Gas Operations.

DELIVERY OF PAYCHECKS/DIRECT DEPOSIT — Paychecks and Direct Deposit advices will be mailed
to the employee’s home address. All employees will be required to use direct deposit effective January 1,
2018.

WORKERS' COMPENSATION - An employee who is awarded Worker's Compensation benefits by the
stale and is unable to work, will be paid a supplement equal to one half of the difference between the
employee's regular earnings and the state-mandated compensation for up to 26 weeks.

Paga 20t 3
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CALLOUT PROCESS - Improved call-out process which allows for improved responsiveness to
customer cutages and the establishment of “preferred volunteer” crews., ATTACHMENT TS-7(a)

LINEPEASON IMPROVEMENT PROGRAM — Improvements made to the Lineperson Apprenticeshia® 4 °f%7

Program allow flexibility for Craft and Technical Training to improve training for the apprentice and for the
organization.

EMPLOYMENT POLICY - In order to address potential conflicts of interest relating to the employment of
relatives within 1 Distribution Force - Midwest and Transmission, the Company and Unicn agree to meet
to resolve issues that may arise.

INCREASED MEAL COMPENSATION — Meal allowance will be increased to $11.50 effective the first full
payroll week following ratification.

INCREASED SHIFT DIFFERENTIAL - The Company agreed to increase the hourly shift differential for
the afternoon shift to $1.80 and the night shift differential to $1.85 effective the first full payroll week
following ratification.

INCREASED SUNDAY PREMIUM - The Sunday premium amount will be increased to $2.05 per hour
effective the first full payroll week following ratification.

PARTIAL DAY VACATIONS ~ Employees will be permitted to use two days of vacation, in %2 day
increments (four haif-days) per calendar year.

TRAVEL TIME FOR TRAINING - Employees required to train outside of the Company's service area as
part of a training program will be paid, when participating in the training, for their approved travel time, at
thair straight time rate.

EMERGENCY WORK - Double time shall be paid for all emergency time worked for other utilities at their
respective operating locations.

UNION EMPLOYEES' INCENTIVE PLAN - A joint committee will be established to discuss and mutually
agree on the metrics that will be used in 2018 for “non-Generation” employees.

UNION SECURITY - Modify union security language to comply with Kentucky Right-to-Work Laws.

For the Company: Mah v ﬁ/ J ‘P/ M

Ja )%aro Dat
Diregiot, Labor Relations

Duke Energy

For the Union: % 7 % 07 /2# /29/)

Ahdrew Kirk Date
Business Manager
{ ocal 1347, IBEW

This Summary of the Tentative Agreement contains highlights of the parties’ negotiations outcomes.
More detaited information is contained in the side letter agreements and language modifications to the
collective bargaining agreement.
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dﬁ“ DUKE IBEW 1347 — 2017 Negotiations

<'“ ENERGY.

UP #22 — Paid Parental Leave
Article IV, Section 3

Section 3. ABSENCE DUE TO SICKNESS, FAMILY CARE AND PARENTAL LEAVE,
(a) Effective January 1, 2018, employees will be eligible for paid time off due to qualifying sick
or family care reasons and, effective upon ratification of this Agreement for paid parental leave,
on the same basis as the Company’s general, non-represented employee population. During the
term of the Agreement, such coverage cannot be further amended or terminated, except (i)
through negotiations between the parties, (ii) for changes which the Company determines to be
necessary for legal compliance and (iii) for administrative changes.

(b) After an employee has been continuously disabled, subject to medical determination,
and unable to return to work for more than seven consecutive calendar days, the employee will
receive Short Term Disability Benefits pursuant to the Duke Energy Short Term Disability Plan
for up to twenty-six (26) weeks or until the employee is able to return to work, whichever occurs
first. During the seven consecutive calendar day waiting period, it is intended that no employee
will incur a loss of more than forty hours of straight time pay. Effective January 1, 2018,
employees will participate in the Duke Energy Short Term Disability Plan under the same terms
and conditions as the general, non-represented employee population as of January 1, 2018.
During the term of the Agreement, such coverage cannot be further amended or terminated,
except (i) through negotiations between the parties, (ii) for changes which the Company
determines to be necessary for legal compliance and (iii) for administrative changes.

Effective January 1, 2018, the amount of the STD benefits that an employee is eligible
for as a percentage of pay varies based upon the employee’s years of service* according to the
following schedule:

Years of Service Weeks at 100% Weeks at 66 2/3%
Less than 1 year 0 26
1 up to 5 years 10 16
5 up to 10 years 15 11
10 up to 15 years 20 6
15 or more 26 0

*STD benefits begin on the eighth day of disability. The 26-week STD period begins on the first
day of disability and includes the 7-day waiting period. To continue receiving pay during the 7-
day waiting period, the employee will need to use sick time or vacation pay during the waiting
period. :

The definition of “pay” used to calculate an employee’s STD benefits is the employee’s
basic rate of pay immediately prior to disability, as verified by the Company. Overtime,




ATTACHMENT TS-7(a}
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bonuses, incentive pay and non-cash compensation are not included in the definition of “pay”
used to calculate STD benefits.

(c) After an employee has been continuously disabled, subject to medical determination,
and has exhausted Short Term Disability Benefits under the Duke Energy Short Term Disability
Plan, the employee may apply for Long-Term Disability Benefits under the Duke Energy Long
Term Disability Plan.

(d) In order to facilitate the scheduling of the work forces, an employee who will be
absent from work is expected to notify the Company as soon as possible. Unless an employee
submits a legitimate excuse for not reporting the cause of his absence before the end of the first
scheduled working day of such absence, the employee’s claim for Short Term Disability shall
not begin until such notice is received.

(e) No wages will be paid under Article IV, Section 3 for illness caused by use of drugs,
intoxication, or willful intention to injure oneself or others, by the commission of any crime by
the employee, procedures not covered by the medical plan, the employee’s refusal to adopt
remedial measures as may be commensurate with the employee’s disability or permit reasonable
examinations and inquiries by the Company as in its judgment may be necessary to ascertain the
employee’s condition.
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6[% DUKE IBEW 1347 — 2017 Negotiations Page7of2]
27 ENERGY. ‘.

MP #4 — Industrial Accidents
Article IV, Section 4

Section 4. INDUSTRIAL ACCIDENTS. (a) Effective January 1, 2018, an injured employee who is unable to work because of
an industrial accident will be paid a supplement in an amount equal to his or her regular weekly wages until the employee
starts recelving workers' compensation benefits under state law. After an employee starts receiving state-mandated benefits,
the Company will provide one half of the difference between what the employee would have received at regular work less the
amount received as state-mandated compensation for such injury. The supplemental compensation provided pursuant to this
section by the Company, shall be provided for no longer than 26 weeks, and in any event shall not exceed the state-mandated
benefits plus the Company provided supplement. Any averpayments to the employee will be repaid to the Company.

Duke Energy Corp.
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o~ DUKE IBEW 1347 - 2017 Negotiations Poge o1
S
~'” ENERGY. MP #8 — Recognition and Reward Programs

Article V, Section 28

Employees are efigible for an incentive lump sum bonus up to a maximum of 2% or 5% of straight time and overtime wages per
year in accordance with the 2009 negotiations letter of agreement entitled, “Union Employee Incentive Plan (UEIP), based on
the achievement of goals during the previous year, as determined by the Company.

In_addition, employees will be eligible for consideration and rewards, on the same basis as non-bargaining unit employees, for

those programs in which they currently do not participate, in accordance with departmental or safety recognition programs.

Drjke Energy Corp.
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J[cmb DUKE IBEW 1347 — 2017 Negotiations
o ° ENERGY.

UP #8 and 9 — Personal Days and Diversity Days
Article 1V, Section 2 {(a)

Section 2. (a) An employee who has completed six months of continuous service shall be
entitled to four compensated personal days off each calendar year. Requests for personal

| days must be made at least feurtwo calendar days prior to the date requested and must
be approved by management. However, because of extenuating circumstances, a day off

| with less than a feurtwo calendar day notification may be approved by an employee’s
supervisor. Arrangements for all personal days must be made with supervision on or
before November 1 of each year or it shall be lost. The Company reserves the right to limit
the number of employees who can be off on a specific day. If a personal day is not used
during a year, it shall be lost and no additional compensation shall be granted.

(b) An employee who has completed six months of continuous service shall be

entitled to one compensated Diversity Day off each calendar year. Requests for this day

| must be made at least four-two calendar days prior to the date requested and must be

approved by management. However, because of extenuating circumstances, less than a

| fourtwo-calendar day notification may be approved by an employee’s supervisor. The

Company reserves the right to limit the number of employees who can be off on a specific

day for business needs. However, every effort will be made by supervision to honor an

employee’s request for this Diversity Day. If the Diversity Day is not used during a year, it
shall be lost and no additional compensation shall be granted.
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I ENERGY.

AT TACHVIEENE-TS-F#
T

MP #6 - Pay Day
Article V, Section 7

Section 7. Pay-day for employees covered by this Agreement shall be on Friday of every other week. Pavychecks will be
mailed_to the emplovee’s home address.  All employees will be required to use direct deposit effective January 1, 2018.
Checks will be directly deposited into_one or more bank accounts employees shall designate and authorize. Direct Deposit
advices will be mailed to the employee’s home address if he/she has elected to receive a printed copy, When-it-is-reasenably
possible,checkswill-be-delivered-to-the-employess-not-later-than-quitting-time-on-Thursday:

Duke Energy Corp.
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UP #20 — Training Time
Article V, Section 8(b)

(b) Employees required to train outside the Company’s service area as part of a training program will be paid at their regular
| straight time rate when participating in the training program and, in addition, will be paid approved travet time and_provided

reasonable expenses for transportation, meais and lodging

Duke Energy Corp.,
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[% UKE IBEW 1347 — 2017 Negotiations

e’ ENERGY.

UP #11 — Bereavement
Article V, Section 12

Section 12. Upon the death of the designated relatives of an employee, the employee,
upon request, may be entitled to the stipulated maximum number of calendar days off for
which he is entitled to receive regular pay for not more than the indicated number of
consecutive working days, including the day of the funeral. I prior arrangements are
made, an employee may include a maximum of one {1) day following the funeral as one of
the consecutive working days off, and in the case of a spouse, child, mother, father,
brother or sister, two (2) days following the funeral. No pay will be granted for regular
scheduled off days.

Maximum Consecutive Maximum Consecutive
Relationship Calendar Days Off Working Days Off With Pay

Spouse or Domestic Partner 7
Child, Stepchild or Foster Child 7
Mother, Stepmother or Foster Mother 7
Father, Stepfather or Foster Father 7
Brother, Stepbrother or Foster Brother 7
Sister, Stepsister or Foster Sister 7
A legal dependent residing in the employee’s 7
household

In-laws (father, mother, brother 5
sister, son or daughter)

Grandchild 6 4
Grandparent/Spouse’s Grandparent 4 2
Aunts, Uncles, Nieces and Nephews 2 1

RO EOEG NGNS N

w

At supervisor's discretion, bereavement pay may be taken in segments. For example,
an employee may take time off on the day of the death, return to work and then take off
additional time to attend the funeral. [f an employee has worked four (4) hours or more
and is notified of a death in his family, and leaves the job, the day wili not be charged as
one of the consecutive working days. If, however, he has not worked four (4) hours, the
day will be charged as one of the consecutive working days for which he is entitled to
receive regular pay.
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{% DUKE IBEW 1347 — 2017 Negotiations
&7 ENERGY.

UP #12 — Emergency Work {Double Time)
Article V, Section 1

Emergency Work

| Fime-ard-one-hakDouble time shall be paid for all emergency time worked for other
utilities at their respective operating locations. Emergency work performed at any location
or facilty owned and/or operated by the Company, or its parent and related
subsidiaries/affiliates shall be paid as follows:

For continuous emergency work performed at any location or facility owned and/or
operated by the Company, or its parent and related subsidiaries/affiliates, for which the
employees depart from their home headquarters and return back to the home
headquanters thereafter without an overnight lodging stay, the straight time rate will be
paid during regular working hours. The rate of time and one-half will be paid for hours of
continuous work over the regularly scheduled hours. After 16 consecutive hours of work,
subsection (k) will apply.

For emergency work performed at any location or facility owned and/or operated by
the Company, or its parent and related subsidiaries/affiliates, that requires a lodging stay
away from home, on the first day of the assignment the straight time rate will be paid
during regular working hours and the time and one-half rate will be paid for hours of
continuous work over the regularly scheduled hours. Beginning with the second day and
for the remaining consecutive days of such an assignment, the rate of time and one-half
will be paid for all hours worked. After 16 consecutive hours of work, subsection (k) will

apply.
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i’% DUKE IBEW 1347 — 2017 Negotiations Fage 14012
" ENERGY,

MP #13 — Supply Chain Reorganization
Exhibit “A" — Departmental and Divisional Working Rules

Division 14: POWER DELIVERY WAREHOQUSES

1.  This Division shall operate on a Modified and a Fixed Shift Schedule {Monday - Friday) in accordance with the
negotiated letter dated Qctober 11, 1996, discussing flexibility in work scheduling. Day shifts will be any hours
between 6:00 a.m. and 6:30 p.m. Afternoon shifts will be any hours between 2:00 p.m. and 2:00 a.m. Evening shifts
will be any hours between 10:00 p.m. and 10:00 a.m.

Each shift will include a one-half hour meal period.
2.  The Company shall not require an employee to furnish tools.
Division 15: GENERATION SUPPLY CHAIN A-38

1. This Division shall operate on a Modified Shift Schedule and, where necessary, a Rotating Shift Schedule in
accordance with the negotiated letter dated October 11, 1996, discussing flexibility in work scheduling. Day
shifts will be any hours between 6:00 a.m, and 6:30 p.m. Afternoon shifts will be any hours between 2:00 p.m.
and 2:00 a.m. Evening shifts will be any hours between 10:00 p.m. and 10:00 am.

Each shift will include a one-half hour meal period.
a) At Woodsdale Storeroom a one-day notice is required to change a schedule from day-to-day.

D) At Woodsdale Storeroom any schedule can start thirty (30) minutes earlier and end thirty (30) minutes earlier
with a one-day notice of a schedule change.

Division 16: FLEET SERVICES

1. This Department shall operate on a Fixed Shift Schedule in accordance with the negotiated letter dated Cctober 11,
1996, discussing flexibility in work scheduling. Day shifts will be any hours between 6:00 a.m. and 6:30 p.m. Afternoon
shifts will be any hours between 2:00 p.m. and 2:00 a.m. Evening shifts will be any hours between 10:00 p.m. and 10:00
a.m. ‘

Each shift will include a one-half hour meal period.

2. Employees will be responsible for providing hand tools under 1. All other tools will be provided for by the Company
as it determines necessary.

| 3. Employees will be provided work attire which includes clothing and laundry services.

| Division 17: _ GAS OPERATIONS SUPPLY CHAIN

1. This Division shall operaie an a Modified and a Fixed Shift Schedule (Menday - Friday} in accordance with the
negotiated letter dated October 11, 1996, discussing flexibility in work scheduling. Day shifts will be any hours between
6:00 a.m. and 6:30 p.m._Aftetnoon shifts will be any hours between 2:00 p.m. and 2:00 a.m. Evening shifts will be any
hours between 10:00 p.m. and 10:00 am.

Each shift will include a one-half hour meal period.

2. The Company shall not require an employee to furnish tools.

Duke Energy Corp.
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DUKE IBEW 1347 — 2017 Negotiations

f

Y
&’ ENERGY.

MP #3 — Union Security
Article |, Section 7

Section 7. Respecting the subject of “Union Security,” the parties mutually agree as follows:

(a) To the exient permitted by State law, Aall regular employees of the Company as of the ratification of this
Agreement, who are not members of the Union shall not be required as a condition of their continued employment to join the
Union. However, after April 1, 2014, all regular employees of the Company within the bargaining unit represented by the
Union who are members of the Union, and who are not more than six months in the arrears with dues, or who may become
members of the Union, shall be required as a condition of their continued employment to maintain their membership in the

Union in good standing,_unless prohibited by State law, and; subject to the withdrawal rights annual-ten-day escapeperied
hereinafter described.

{b) The Union agrees that neither it nor any of its officers or members will intimidate or coerce any of the employees of
the Company to join or become members of the Union, nor will said Union or any of its officers or members unfairly deprive
any employee within the bargaining unit represented by the Union of union membership or of any opportunity to obtain union
membership if said employee so desires. In this connection the Company agrees that it will not discriminate against any
employee on account of activities or decisions in connection with the Union except as the same may become necessary on
the part of the Company to carry out its obligations to the Union under this Agreement.

{c} If a dispute arises as to the actual union status of any employee at any time as to whether or not the employee
has been unfairly deprived of or denied union membership, the dispute shail be subject to arbitration, in accordance with the
arbitration provisions of Article H, Section 2 of this Agreement.

(d) To the extent permitted by State law, Wwithin thirty-one (31) days after the date of hire, all employees who are not
members of the Union, except those employees mentioned in subsection (i) of this section, shall be required as a condition of
continued employment,. unless prohibited by State law, to pay to the Union each month a service charge as a contribution
toward the administration of this Agreement in an amount equal to the monthly dues uniformly required by the Union
Members. Such contributions shall be checked off upon proper written authority executed by the employee and remitted to
the Union in the same manner as the dues of members.

(e) The Company agrees to dismiss any employee at the written request of the Union for non-payment of union dues
or service charges or to discipline employees represented by the Union in the manner herein provided for violation of this
Agreement, if requested to do so in writing by the Union. Nothing in this clause, however, shall be construed so as to require
the Company to dismiss or discipline any employee in violation of any state or federal law.

{fy The Union agrees that any present or future employee who is now or may become a member of the Union may
withdraw from membership in the Union,_to the extent permitted by law. between September 21st and September 30 inclusive
of each year, by giving notice in_writing by-registersd-or-certified-maii-to the Labor Relations Department of the Company.
After such withdrawal an employee shall not be required to rejoin the Union as a condition of continued employment.

(g) The Company agrees that after proper individual authorizations by means of written individual assignments in a
form mutually agreeable to both parties to deduct Union dues and service charges, and the original initiation fee from
members' pay. This deduction shall be made once each month and shali be forwarded within seven calendar days to the
authorized agent of the Union.

The Union shall indemnify and hold the Company harmless against any and all claims, demands. suits or other form
of liability that may arise out of or by reason of any action taken or not taken by the Company for purpeses of complying with
the provisions of this Section 7.

Duke Energy Corp.
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April xx, 2017

Mr. Andrew Kirk

Business Manager

International Brotherhood of
Electrical Workers, Local 1347

2100 Oak Road

Cincinnati, Ohio 45241

Re: Lineperson Program

Dear Mr. Kirk:

Reference is made to the parties efforts and discussions related to the hiring of
Linepersons. This correspondence will supersede all previous correspondence
pertaining to this subject.

Employees hired into the Groundperson or Lineperson C classification will be
provided training and required to progress satisfactorily through the Lineperson
sequence to the Lineperson “A” job classification in accordance with timeframes
provided below, excepting legally protected time off that may delay progression.

Groundperson 3-6 months

Lineperson C 15-18 months
Lineperson B 24-27 months
Total apprenticeship time 42-51 months

New employees with prior line experience hired into the Lineperson Program from
outside of the Company or transferred from within the Company will be employed
with the understanding that the promotional principle of the Lineperson Program will
be the controlling condition from the time they enter the Lineperson sequence until
they become a Lineperson "A”.

Employees are required to successfully progress to remain employed in the
Lineperson Program. Inability to successfully progress means that two successive
written examinations, or two successive practical demonstrations were not passed as
determined by the Company. The employment of an individual who does not
progress satisfactorily will be terminated.

www.duke-energy.com
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Commercial driver's license (CDL) Driver's Training will be given to employees
entering the Program. If an employee does not pass the driving CDL test,
consideration will be given to retesting the employee based on the existing
circumstances and the trainer's evaluation of the employee’s driving aptitude and
potential. Employees are expected to successfully acquire a CDL license within their
first 6 months of employment.

Employees in the Lineperson Program will be required to successfully demonstrate
pole climbing aptitude throughout their training and progression. Any individual who
does not exhibit climbing aptitude satisfactory to supervision will be subject to
immediate termination.

Employees in the Lineperson Program will be assigned to an Operations Center
based on the Company's staffing requirements, the employee’s seniority status, and
the employee’s headquarter preference.

Employees will not be permitted to bid to other headquarters until they have
successfully completed all the necessary skilis and training and the Company has
certified that the employee is qualified for promotion to Lineperson B. In order to
effectively implement the required promotional principle, ali employees in the
Lineperson Program should submit a bid sheet to Labor Relations at least once a
year for all locations and positions. In order for this program to work effectively, the
Company will assign the senior qualified employee to an available opening, if such
employee has not submitted a bid for consideration on all possible openings and
locations for the posting being processed. This procedure is contrary to the
established practice that the junior qualified employee is assigned to a position when
no eligible employees have submitted bids for a particular job.

An employee in the Lineperson job sequence will be permitted to cross bid from one
location to another except when such employee is a probationary employee, a
Groundperson or a Lineperson “C". Employees generally will not be upgraded during
their training, absent business necessity as determined by management in
accordance with Article V, section 20 (a).

To the extent that this letter is inconsistent with the job descriptions and program
procedures, the provisions of the letter shall prevail.

Sincerely,

Lisa A. Gregory

Human Resources Principal
cc: J. Sochacki

V. Huffaker
J. Wical
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April XX, 2017

Mr. Andrew Kirk
Business Manager
International Brotherhood of
Electrical Workers, Local Union No. 1347
2100 Oak Road
Cincinnati, Ohio 45241

Dear Mr. Kirk:

This letter is to follow up on recent conversations held between the Union and management
regarding concerns with potential conflicts of interest relating to the employment of relatives
within 1 Distribution Force-Midwest (1DF-MW) and the Transmission organization.

As we discussed, the Company has an Employment Policy that prohibits conflicts of interest
resulting from the employment of relatives. The “Employment of Relatives” section of the
Employment Policy states in relevant part:

For purposes of this policy, a relative is defined as an employee’s spouse, domestic partner,
brother, sister, parent, child, grandparent, grandchild, niece, nephew, aunt, uncle, including
similar “step-relationships” and these same relationships of the employee's spouse or
domestic partner. Each situation will be evaluated on an individual basis.

A supervisor may not directly or indirectly manage his/fher own relatives or those of his/her
spouse or domestic partner (i.e., signature is required on performance management and/or
salary actions). In addition, two or more relatives may not report to the same supervisor.

Effective after ratification of the 2017 Agreement, if a conflict arises or if the resufts of a bid
identify the potential for a conflict of interest as described above, the Company will contact
Union leadership to discuss possible solutions to resolve the conflict. Examples of solutions
could include, but are not limited to, processing the bids as normal, processing the bids as
normal and then allowing the employee 1o promote in place at their current work location, move
the employee to one of their subsequent bid choices, etc. If the resolution results in creating a
position, bids will be reevaluated to account for the newly created position. |If the Company and
the Union cannot mutually agree on a solution, within a reasonable amount of time, the
Company reserves the right to move the employee to a location that does not create a conflict
as described above.

Sincerely,

Lisa A. Gregory
HR Principal

www duke-enerqy.com
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April xx, 2017

Mr. Andrew Kirk

Business Manager

Local Union 1347

International Brotherhood of
Electrical Workers, AFL-CIO

4100 Colerain Avenue

Cincinnati, Ohio 45223

Re: Partial Day Vacations & Vacation Carryover
Dear Mr. Kirk:

During the 2017 negotiation meetings, the committees for the Company and the Union
discussed the use of vacation in less than whole day increments and vacation carryover.

The Company agreed that upon ratification of the 2017 Agreement, department managers will
review their individual work groups and where it will not disrupt normal operations, at their
discretion, permit requests for partial day vacations in increments of one-half the employee's
scheduled work day. However, use of the half-days is limited to two whole days (four half-days)
per calendar year for use either at the start or end of the work day. it was further agreed that
requests for these partial days must be made at least five calendar days prior to the date
requested and must be approved by supervision. However, because of extenuating
circumstances, a partial day off with less than a five calendar day notification may be approved
by an employee's supervisor.

It was also agreed that henceforth employees entitled to a vacation may carryover up to a
maximum of 80 hours of vacation into the next year. The amount of carryover vacation
available in any calendar year may not exceed the 80 hour maximum. Use of vacation carried
over may be taken any time during the following calendar year, subject to approval by
supervision and the terms outlined in the Agreement for vacation use.

Sincerely,

Jay R. Alvaro
Director, Labor Relations

treel -

Cincinnati, OH 45202
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April XX, 2017

Mr. Andrew Kirk
Business Manager
International Brotherhood of
Electrical Workers, Local Union No. 1347
2100 Oak Road
Cincinnati, Ohio 45241

Dear Mr. Kirk:

During the 2017 negotiations, the Company and the Union discussed the Safety Shoe Policy describing
appropriate footwear to be worn by employees in certain departments as referenced in this letter, and the
reimbursement process. The reimbursement amount specified in this letter, replaces the $150
reimbursement outlined in Sidebar Letter A-76 (Generation Foot Protection Policy). All ather provisions of
Sidebar Letter A-76 remain in effect.

To facilitate compliance, the Company will provide an initial reimbursement, not to exceed $200, for new
hires within the Field Services Division (Telecommunications) and Fossil Hydro Operations (FHO) for one
(1) pair of boots that meet the requirements fer their position.

Existing employees, in the above referenced groups, will be eligible to receive reimbursement not to
exceed $200 when they are next eligible to receive reimbursement by the Company, for the purpose of
replacing worn boots.

Going forward, employees in the above referenced groups, will be eligible to receive reimbursement not
to exceed $200 every two years, for the purpose of replacing worn boots. Employees are expected to
manage their boot allowance as they deem hest, provided that reimbursement will not exceed $200 every
two years.

Employees are expected to purchase footwear from a vendor of their choasing that meets the
requirements for the type of work they are required to perform in compliance with departmentai
requirements. Empioyees are required to wear compliant footwear at all times when they are working.

Prior to any reimbursement, employees are required to provide a copy of the receipt and also proaf that
the boots meet the departmental standards. It is the Company's expectation that this reimbursement will
be sufficient for employees to maintain protective footwear for work purposes. Employees who
experience legitimate damage to their boots related to work activities, as determined by Management,
should contact their supervisor to make arrangements for replacement.

Sincerely,

Jay R. Alvaro
Director, Labor Relations
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April xx, 2017

Mr. Andrew Kirk

Business Manager

Local Union 1347

international Brotherhood of
Electrical Workers, AFL-CIO

4100 Colerain Avenue

Cincinnati, Ohio 45223

Re: Welding Premium

Mr. Kirk:

During the 2017 negotiations, the Company and the Union discussed a premium for employees within
FossiVHydro Generation possessing certain welding certifications.

It was agreed that if the Company determines the welding being performed is outside the scope of an
employee’s classification or requires specialized training and certification then a premium in the amount
of $1.00 per hour will apply. This premium will be applicable to all hours paid. The Company solely
determines the number of employees receiving this premium based on business need., Should an
employee’s certification lapse for any reason then no premium will be paid. In addition, the Company may
discontinue the use of certified welders based oh business need at any time,

The first order of selection will be based on the classified seniority of those employees who possess
welding certification. The second order of selection will be based on the classified seniority of those
employees who have completed the advanced mechanical discipline.

Sincerely,

Jay R. Alvaro
Director, Labor Relations

www.duke-energy.com
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April xx, 2017

Mr. Andrew Kirk

Business Manager

Local Union 1347

International Brotherhood of
Electrical Workers, AFL-CIO

4100 Colerain Avenue

Cincinnati, Ohio 45223

Re: Production Technicians

Mr. Kirk:

During the 2017 negotiations, the Company and the Union discussed the Production Technician
job progression within the Fossil Hydro Organization (FHO) and the application of Article i,
Section 7 (f) of the Collective Bargaining Agreement.

The skills required for the Production Technician are station specific, and given the five year
training program, the Company has concerns with retention within this classification. As such,
any employee entering this job classification after the ratification of the 2017 — xxxx Agreement,

will not be permitted to apply for Duke Energy positions outside of the Production Group for a
period of three years.

Sincerely,

Jay R. Alvaro
Director, Labor Relations

www.duke-energy.com
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April XX, 2017

Mr. Andrew Kirk

Business Manager

Local Union 1347

International Brotherhood of
Electrical Workers, AFL-CIO

2100 Oak Road

Cincinnati, Ohio 45241

Re: QOvertime Guidelines
Dear Mr. Kirk:

During the 2017 negotiation meetings, the committees for the Company and the Union
discussed the following process for contacting employees in Distribution Construction &
Maintenance (Overhead and Underground, excluding Electric Trouble}, Transmission Lines and
Brecon Heavy Equipment, for call-out overtime and for evaluating overtime responsiveness.

When the Company determines that a call-out is required, management will contact employees
at the appropriate Operation Centers and will document the call and the response. The size of
the crew will be the determination of management.

Qvertime Lists

The Company will maintain and utilize one overtime list for the purpose of identifying employees
for scheduled and unscheduled overtime opportunities. Selection will be based on the lowest
amount of overtime hours worked and waived. The Company will discontinue the use of
separate lists.

The Company will also maintain an Out of Town list for the purpose of identifying employees
who will be contacted for emergency work assignments performed out of town requiring an
overnight stay. Employees will be contacted based on the lowest amount of overtime hours
worked and waived. Hours accumulated will be carried by each individual from location to
focation and from classification to classification. New hires will be averaged into the list.
Assignments for emergency overtime opportunities involving work for other utilities not owned or
operated by Duke Energy, will be made on a voluntary basis based on overtime hours worked.

Hours will be considered waived when the employee fails to respond and/or declines the

overtime opportunity. Hours charged as waived will be based on the lowest amount of time
worked by the responding crew member(s).

www.duke-energy.com
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If it is necessary to assign overtime to someone, the employee(s) will be assigned based on the
lowest amount of overtime hours worked. Nothing in this letter will preclude an Operations
Center from determining qualifications for specific assignments.

Call-out Responsiveness Rate

A call-out is defined as a contact or attempted contact by the Company to an employee who is
not currently working for the purpose of performing work. The response rate expectation for the
above-referenced work groups shall be reviewed quarterly based on a rolling 12 (twelve) month
average. An average response rate of at least 33% must be maintained by each employee. The
response rate shall be calculated based on the employee’s cumulative responses during the
rolling twelve-month period.

Call-out Responsiveness Measures

+ Employees will provide the Company with accurate contact information and keep contact
information up to date.

= Employees will be contacted, via contact information they provide, to report for job
assignments.

* [f Management determines the need for a “preferred volunteer” crew at an Operations
Center, employees will be able to volunteer for the “preferred volunteer” crew and that
crew(s) will be contacted before utilizing the overtime list.

» After contacting the preferred volunteer crew at an Operations Center, if additional
resources are needed, employees will be contacted in order based on low overtime
hours (worked and waived).

» If an Operations Center does not have a preferred volunteer crew, employees will be
contacted in order based on low overtime hours (worked and waived).

» Employees that accept or decline an unscheduled overtime work assignment or an out
of town work assignment (at any facility or location owned and/or operated by the
Company) will be credited a “response” or a “non-response” as appropriate.

* Employees that accept or decline an unscheduled overtime work assignment for a utility
not owned or operated by the Company, will not be credited with a "response” or a “non-
response”.

+« Employees held at the end of a regularly scheduled work day for overtime assignments,
will not be charged with a "non-response” if after being released from that overtime
assignment, they are subsequently called for an overtime assignment and are unable to
respond.

« Employees held over by the Trouble Desk for additional work following a scheduled
overtime assignment, will be credited a “response” or a “non-response” as appropriate.

* During emergency work assignments, an employee will receive a maximum of one
response or non-response as appropriate, for the duration of the event.

+ The response rate will be calculated on actual call-outs and responses to those call-outs
based on the above criteria. A minimum of eight call-outs are required for the caiculation
of the response rate.
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» Employee(s) who have been unavailable for cali-out due to time off work protected by
applicable law or Company policy and who do not have the minimum eight call-outs and
9 months of full duty will not have response rate calculations until they meet both
requirements. The 9 months of full duty availability do not have to be consecutive
months.

+» Employees will be eligible to receive an incentive award based on a cali-out response
rate to be determined.

Employees failing to maintain at least a 33% response rate will be subject to progressive
corrective action beginning with an oral warning. Any particular corrective action will remain in
effect and subject to further corrective action, until the employee has met the call-out
responsiveness rate expectations in four consecutive quarterly reviews after that action. In
addition, he/she may not be permitted to travel out of the Ohio/Kentucky service territory on
emergency work assignments unless approved or designated by the Supervisor.

Employees who were under the 33% response rate in the previous review period, will not be
subject to corrective action again if they remain under the required response rate at the
subsequent review because they were not contacted for the minimum number of overtime
opportunities.

If the Customer Average Interruption Duration index (CAIDI) has not improved by July 1, 2019,
the Company reserves the right to initiate a one-time reopener with the Union solely concerning
these overtime guidelines, during the term of the Agreement.

Based on the foregoing, this letter supersedes any prior letters or agreements among the
parties relating to this matter. 1t is thought that the above adequately describes the parties
agreement on this matter.

Sincerely,

Jay Alvaro -
Director, Labor Relations



ATTACHMENT TS-7(a)
o~ DUKE o AR
‘\:_,j ENERGY@ Cincinnati, OH 45202

April XX, 2017

Mr. Andrew Kirk

Business Manager

Local Unjon 1347

International Brotherhood of
Electrical Workers, AFL-CIO

2100 Oak Road

Cincinnati, Ohio 45241

Re: Union Emplovees’ Incentive Plan (UEIP) — Joint Committee

Dear Mr. Kirk:

During the 2017 negotiation meetings, the committees for the Company and the Union
discussed the goals associated with the Union Employees’ Incentive Plan (UEIP).

The parties have agreed that, following the 2017 negotiations, a joint committee will be
established to discuss the goals to be implemented in 2018 for represented employees working
in the non-Generation areas of the business.

It is further agreed that the joint committee is not limited to consideration of goals relating only to
safety. The joint committee discussions may result in goals being established by the Company
for purposes of the UEIP, relating to safety and/or non-safety measures. Any goals resuiting
from such joint committee discussions will be established no later than March 1, 2018, and in
any event will not be effective for the 2017 performance period. If the goals are not maodified as
a result of these discussions, the goals will continue to be based on safety.

This letter does not impact Sidebar Letter A-67 regarding the level of UEIP opportunities, which
remains in effect.

Sincerely,

Jay Alvaro
Director, Labor Relations

www.duke-energy.com
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April XX, 2017

Mr. Andrew Kirk

Business Manager

Local Union 1347

International Brotherhood of
Electrical Workers, AFL-CIO

2100 Oak Road

Cincinnati, Ohio 45241

Re: Leadperson — Senior Maintenance Electrician
Dear Mr. Kirk:

During the 2017 negotiation meetings, the committees for the Company and the Union
discussed the application of “Leadperson” within Substation for employees in the Senior
Maintenance Electrician job classification.

The parties have agreed that following the 2017 negotiations, a joint committee will be
established to meet and discuss the roles and responsibilities of employees within Substation
Maintenance in the Senior Maintenance Electrician job classification. The committee will
determine when the lead person premium is applicable and establish guidelines for the
application of the Leadperson premium going forward. As stated in Sidebar Letter A52, the
Leadperson role will encompass duties and responsibilities beyond those contained within
Senior Maintenance Electrician job description.

It is further agreed that these guidelines will be established by no later than September 30,
2017.

Sincerely,

Jay Alvaro
Director, Labor Relations

cc: Donald Broadhurst
John Froehle

www.duke-energy.com
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