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I. INTRODUCTION AND PURPOSE

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Renee Metzler. 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), as Managing
Director — Retirement and Health and Welfare. DEBS provides various
administrative and other services to Duke Energy Kentucky, Inc., (Duke Energy
Kentucky or Company) and other affiliated companies of Duke Energy
Corporation (Duke Energy).

PLEASE SUMMARIZE YOUR EDUCATION.

I graduated from the University of Mary Washington with a Bachelor of Arts
degree in Spanish Language and Literature. I also hold a Professional in Human
Resources (PHR) certification.

PLEASE SUMMARIZE YOUR PROFESSIONAL EXPERIENCE.

I have 29 years of human resources experience, primarily working with benefits
and compensation programs. I joined Piedmont Natural Gas Company, Inc.
(Piedmont) in 2001 and have held various leadership positions in human
resources. Most recently I was the Managing Director — Total Rewards at
Piedmont with responsibility for broad-based compensation, executive
compensation, retirement benefits, health & welfare benefits, the human resources
management system (HRMS) and payroll. I have served in a leadership role on

several projects, including the redesign of Piedmont’s retirement (pension, 401(k)
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and retiree medical) program, the design and implementation of a consumer-
driven health plan with a Health Savings Account, the implementation of the
Workday HRMS system, the design and implementation of Piedmont’s wellness
program, the redesign of Piedmont’s long-term incentive plan and the integration
of Piedmont employees into the Duke Energy compensation and benefits
programs. 1 became an employee of Duke Energy in October 2016 when
Piedmont was acquired by Duke Energy.

PLEASE DESCRIBE YOUR DUTIES AS MANAGING DIRECTOR -
RETIREMENT AND HEALTH & WELFARE.

I am responsible for all health and welfare and retirement benefits for Duke
Energy, including all of Duke Energy’s affiliated regulated and non-regulated
companies, including Duke Energy Kentucky (collectively the Companies). Areas
of responsibility include: management of key vendor relationships, benefit plan
design and strategy, administration and compliance.

HAVE YOU EVER TESTIFIED BEFORE THE KENTUCKY PUBLIC
SERVICE COMMISSION?

No.

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
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Kentucky’s employees, are critical for attracting, engaging, retaining and
directing the efforts of employees with the skills and experience necessary to
efficiently and effectively provide natural gas 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).

II. COMPANIES’ EMPLOYMENT CHARACTERISTICS

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

As of June 30, 2018, Duke Energy has a total of 30,104 employees. Duke Energy
Kentucky has 198 employees, comprised of 14 exempt employees and 184 union
employees. DEBS has 7,855 employees, comprised of 5,857 exempt employees,
1,998 non-exempt employees, of whom, 873 are 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 natural gas employees work at
Erlanger Gas Plant, Erlanger Resource Center, Todhunter Resource Center,
Kellogg Ave Gas Resource Center, Queensgate meter testing facility and the
Monfort Heights Resource Center. They also work in our Cincinnati, Ohio
headquarters and in the Duke Energy headquarters in Charlotte, North Carolina.
WHAT TYPE OF SPECIAL SKILLS OR KNOWLEDGE IS REQUIRED
IN ORDER TO OPERATE A NATURAL GAS UTILITY SUCH AS DUKE

ENERGY KENTUCKY?
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The operation and maintenance of gas lines and mains requires specialized
technical skills. Employees must have the requisite knowledge and technical
skills to plan, design, construct, operate and maintain pressurized gas lines and
mains in a manner that provides safe, adequate and reliable service. The
operation and maintenance of a field office and a customer call center requires a
detailed knowledge of all aspects of customer service. Field office and call center
employees must understand the characteristics of the gas 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, engineers, accountants, computer hardware and software
experts, computer programmers and other highly-trained professionals are needed
to support the employees who are directly responsible for procuring and
delivering natural gas 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, gas plant operators and
control 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.
Consequently, the fact that we strive to be an “employer of choice” that attracts

qualified employees and retains such employees, benefits customers by providing

RENEE H. METZLER DIRECT
4



10

11

12

13

14

15

16

17

18

19

20

21

22

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 NATURAL GAS
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 natural gas 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. 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?

RENEE H. METZLER DIRECT
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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.
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

RENEE H. METZLER DIRECT
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motivating employees to lower costs and generate 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 natural gas service to
customers.

Second, we’re performance-oriented. We believe that linking
compensation to performance is one 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 RHM-
la 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
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
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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
short-term 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 COMPENSATION 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

RENEE H. METZLER DIRECT
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customers and the operation of most aspects of the Company’s business. As
shown on page 4 of Attachment RHM-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 RHM-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.

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
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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 RHM-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
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.
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PLEASE DESCRIBE HOW DUKE 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;
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
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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 NATURAL GAS 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 natural gas service to
Duke Energy Kentucky’s retail customers.

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
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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. A complete list of the
salary surveys Duke Energy is currently participating in is reflected in Attachment
RHM-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 compare that data to our total compensation package. Using this
market data, competitive base salary ranges are established for non-represented
positions, which consist of a minimum and maximum base salary for each job
grade. These salary ranges are adjusted annually to remain competitive using
market information found in studies conducted by third party consultants. Salary
ranges are generally wider for higher level jobs, where the variance in skills and
responsibilities is greater, and narrower at lower pay grades. Not every employee
in a certain job enters the pay range at the same pay or performs work at the same
level, so there may be differences in where each employee is paid within the
salary range. Base pay for salaried positions is determined by management within
the salary range for the job grade assigned to each position based on the

qualifications and experience of the prospective employee relative to the
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budget. 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
compehsation 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.
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 mechanics and gas operators, are provided
general wage increases negotiated with the labor unions that represent the
Companies’ employees. Wage increases are just one component of union
negotiations, and must be negotiated on in the larger context of work-related
topics, such as benefits, work rules and overtime. 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
Companies also utilize survey market data to ensure pay is competitive to market.
The current contracts in place with employees of Duke Energy Kentucky can be
found in Attachment RHM-6 (a) through (c).

Duke Energy Kentucky and the Utility Workers Union of America

(UWUA) Local No. 600 entered into a four-year collective bargaining agreement
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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 a 2 percent wage increase on April 1, 2018. The Companies
agreed upon increases are conservative as compared to the market projections.

The collective bargaining agreement between Duke Energy Kentucky and
the United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied
Industrial and Service Workers International Union (USW) Local 12049 and
5541-06 expires on May 15, 2021. Membership received a 2% increase in 2016, a
2.25% increase in 2017 and 2018. Membership will receive a 2.50% increase in
2019 and a 2.25% increase in 2020.

VI. INCENTIVE PAY PROGRAMS

PLEASE IDENTIFY THE COMPANIES’ INCENTIVE PAY PROGRAMS.

The Companies’ major incentive pay programs are: (1) Duke Energy Short-Term
Incentive Plan (STI); (2) Duke Energy Union Employee Incentive Plan (UEIP);
and (3) Duke Energy LTI Plan. Plan documents memorializing these programs
can be found in Attachment RHM-7a through c. The STI and UEIP plan
descriptions are included in Attachment RHM-7a. The two LTI plans, Restricted
Stock Units (RSU) and Executive LTI Plan brochure are included as Attachments
RHM-7b and RHM-7c, respectively.

DESCRIBE THE STI PLAN DESIGN FOR 2018.

For 2018, the STI goals, weightings and payout opportunities are reflected in the

table below:

! Attachment RHM-6a

RENEE H. METZLER DIRECT
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TABLE 1: SUMMARY 2018 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 20% N/A 0-150%
Safety + 5% + 5% N/A

For 2018, 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
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
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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:

Earnings 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 RHM-8, 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
of time where the Companies cannot afford to pay it. For example, if 2018
adjusted diluted EPS is less than EPS circuit breaker of $4.15, 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
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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 of STI
includes a Natural Gas Outage measure. 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.
(3) Safety/Environmental: This metric 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,
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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 an 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
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 team goals. Team goal results
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establish a pool of dollars allocated at the discretion of managers among
employees 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) (4 in 2018), 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 (5 in 2018) or there is
a significant operational event (including a controllable work-related employee or
contractor fatality). The results of the 2018 STI plan will be available in the first
quarter of 2019.

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 employee population

RENEE H. METZLER DIRECT
21



10

11

12

13

14

15

16

17

18

19

20

21

22

23

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
maintain the Company’s natural gas delivery 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
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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 of life
altering injuries (LAIs) (4 in 2018) and there is no significant operational event.
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
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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,
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 providing
natural gas service. 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
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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
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 2018, participants in this program have 70 percent of
their target LTI opportunity awarded as performance shares. The performance
shares granted in 2018 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 and is not

dependent upon the financial performance of the Companies. Participants who
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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
three years, thereby encouraging retention of high-quality employees. The reward
of these RSUs is purely aimed at continuing employment, and is in no way tied to
actual company performance. 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 (below executive
level) and is critical to maintaining market-competitiveness and retaining key

leadership talent. These employees’ base salary is set such a level, that when
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factoring in the retention-driven RSUs, the total package results in a market-
competitive package.

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
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 RHM-8, 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 utilities with
revenues greater than $12 billion. In a similar 2014 study conducted by Willis

Towers Watson of long-term incentive practices among large utilities, the

RENEE H. METZLER DIRECT
27



10

11

12

13

14

15

16

17

18

19

20

21

percentage of the employee population receiving LTI in the form of restricted
stock was 3.5 percent. Attachment RHM-9 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, reflecting the conservative and selective approach the Companies 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, it would require higher base salaries in order to provide the
same level of market-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 RHM-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?
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Duke Energy Kentucky proposes to share its incentive plan expense between
shareholders and customers in a manner similar to what the Commission recently
approved in Case No. 2017-00321. In that case, the Commission approved
recovery of incentive pay expense related to performance objectives that directly
benefit customers, such as reliability, customer satisfaction and individual
performance objectives. The Commission disallowed recovery of incentive pay
expense related to corporate performance objectives based upon achieving
corporate earnings per share.

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

As shown above in Table 2: 2018 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’ incerﬁive plans are designed to

benefit customers. Accordingly, Duke Energy Kentucky proposes to recover the
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following 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 Weighting Percentage
Plan Plan Components Recoverable
STI - Non EPS 30% 0%
Leadership O&M 5% 5%
and Reliability 5% 5%
operationally- | g, fetv/Environmental 5% 5%
used o | Customer Satisfaction 5% 5%
Leadership Employee Safety Objective 5% adder 5% adder
team Team/Individual Goals 50% 50%
members
STI - EPS 50% 0%
Leadership o&M 6.67% 6.67%
Reliability 6.67% 6.67%
Safety/Environmental 6.67% 6.67%
Customer Satisfaction 10% 10%
Employee Safety Objective: £ 5% + 5%
Individual Goals 20% 20%
Non- Restricted stock units 100% 100%
executive LTI
Executive Restricted stock units 30% 30%
LTI Performance shares (70%)
e Total Shareholder Return (TSR) relative 17.5% 0%
to that of the companies in the
Philadelphia Utility Index
e Cumulative adjusted Earnings Per Share . .
(EPS) 35% 0%
e Absolute Total Incident Case Rate (TICR) 17.5% 17.5%
UEIP Various by union - based on EPS, safety, 100% 100%

customer satisfaction, etc.

Q. WHY DOES THE COMPANY’S PROPOSAL FOR INCENTIVE

COMPENSATION ASSUME REACHING

ACHIEVEMENT LEVELS?
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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.

WHY DOES DUKE ENERGY KENTUCKY CONTINUE TO BELIEVE
THAT THE RSU PORTION OF THE LTI PLANS SHOULD BE
RECOVERABLE?

As [ previously discussed, the RSU award is not related to corporate financial
performance and earnings. The award is a necessary component of total
compensation to ensure Duke Energy pays competitive to market and incent
employees to stay at Duke Energy. Because this amount vests over a three year
term, employees are more likely to remain with the company to receive this
benefit. If the company were to eliminate the RSU portion of its existing
compensation package, its total package would fall below market, and the
Company would have to increase cash compensation.

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
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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. Our 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
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 BENEFIT
PROGRAMS PROVIDED TO EMPLOYEES.

The benefit programs in which all eligible employees may participate include
medical, health savings account, dental, vision, flexible spending accounts,
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.

RENEE H. METZLER DIRECT
32



10

11

12

13

14

15

16

17

18

19

20

21

22

23

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
retirement on an unsubsidized basis by paying the full cost of coverage.
Additionally, Duke Energy provides retirees access to a retiree exchange program
for assistance with exploring options for coverage available on the individual
market as an alternative to Duke Energy-sponsored retiree 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
eligible 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
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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 confirm 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
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,
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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
contributions since medical and dental coverage is self-insured) that is deducted
from employees’ paychecks. Total cost of coverage 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. For example, premiums for the high
deductible health plan (HDHP) options have higher costs at the point of service,
but lower premiums. Alternatively, the preferred provider organization (PPO)
option has lower costs at the point of service and higher premiums. 76 percent of
our covered employee population is enrolled in our HDHP options. For those

enrolling in a HDHP option, employees can make payroll contributions to an HSA

RENEE H. METZLER DIRECT
35



10

11

12

13

14

15

16

17

18

19

20

and Duke Energy matches employee contributions to their HSA each pay period
up to $600 per year for individual coverage and $1,200 per year for family
coverage for most employees.

Duke Energy employees’ total cost of medical coverage (premiums and
out-of-pocket costs) for 2018 is projected to be 34 percent, which falls between
that of employers in general industry (35 percent) and utility industry (29 percent).
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.

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.
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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
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 create 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
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resulted in 2 percent — 6 percent savings each year for employees and Duke
Energy.

Duke Energy regularly evaluates the need 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 eliminate unnecessary or inappropriate treatments and
medications, including pre-certifications, prior authorizations, step therapy, safety
and monitoring for fraud and abuse (e.g., opioids), 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
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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) medical
plan option to encourage enrollment in the HDHP. Co-insurance replaced copays
for prescription drugs for the PPO and Enhanced EPO medical plan options in
order to increase transparency into the cost of prescription drugs (the Enhanced
EPO was a union negotiated option required to be offered by several collective
bargaining agreements that was eventually eliminated, effective Dec. 31, 2014).

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 at 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 76 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
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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 retirees 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
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-FDA approved drugs to limit inappropriate use.
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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.

In 2018, Duke Energy added a pre-65 retiree exchange program that
provides assistance to retirees with finding medical, dental, and vision coverage
on the individual market as alternatives to the Duke Energy-sponsored retiree
coverage. An expert medical opinion program was added to enhance member
confidence in the effectiveness of their treatment plan and improve diagnosis
accuracy. Enhanced maternity and infertility support services were also added in
2018 to address maternity costs.

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 2017 has averaged 2.47 percent. This
compares to national trend average for the same time period of 4.73 percent as
reported by Willis Towers Watson.

HAVE OTHER COST REDUCTIONS BEEN IMPLEMENTED WITH

REGARD TO RETIREE MEDICAL BENEFITS?

RENEE H. METZLER DIRECT
41



10

11

12

13

14

15

16

17

18

19

20

21

22

Duke Energy generally 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 in
the form of an HRA 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 Medicare
exchanges. Duke Energy continues to provide access to future retirees for pre-65
medical, dental and vision 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.

RENEE H. METZLER DIRECT
42



10

11

12

13

14

15

16

17

18

19

20

21

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
NATURAL GAS 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 natural gas service to Duke Energy Kentucky’s retail customers.

XI. 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). 1 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

these considerations, I provided Mr. Pratt with the following estimates for the
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forecasted test period consisting of the twelve months ending March 31, 2020: 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 RHM-1
THROUGH RHM-9 PREPARED BY YOU OR AT YOUR DIRECTION?
Yes.

ARE SCHEDULES G-2 AND G-3 AND ATTACHMENTS RHM-1
THROUGH RHM-9 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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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.
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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
ttp:/ n and for non-members through v
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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.













o~ DUKE ATTACHMENT RHM-4
" ENERGY. Page 4 of 4
Duke Energy
PayScale MarketPay Survey Library Update for 2018
2018 Surveys Not Purchased

ACR Investor Relations

Equilar Executive Compensation Survey (Duke Energy)
Mercer US Digital Convergence Industry

Southern Gas Association Energy

Jul 3,2018 Page 4 of 4

































ATTACHMENT RHM-5(a)
Page 11 of 11

Top-Level Data |
WorldatWork 2018-2019 Salary Budget Survey |

Please direct any questions or comments to surveypanel@worldatwork.org. WOI"d@i'WOI'k
@

WorldatWork | 14040 N. Northsight Blvd. | Scottsdale, AZ 85260 USA
Customer Relationship Services: 877-951-9191 (toll-free); 480-922-2020
%2018 WorldatWork. All rights reserved. No portion of this communication may be reproduced or redistributed in any form without written

permission from WorldatWork.
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AGREEMENT
Between the
Utility Workers Union of America, AFL-CIO, Local 600
and

Duke Energy Ohio, Inc.
Duke Energy Kentucky, Inc.

THIS AGREEMENT is entered into between the Utility Workers Union of America,
AFL-CIO, Local 600, formerly the Independent Utilities Union, hereinafter referred to as the
"Union," and Duke Energy Ohio, Inc., Duke Energy Kentucky, Inc., hereinafter referred to
as the "Company,” through and by their duly authorized representatives.

WITNESSETH: Whereas, the parties to the Agreement as are mentioned above
are desirous of maintaining collective bargaining between the Employer and its
Employees, as are represented by the Union as bargaining agent, and are desirous of
stabilizing employment, eliminating strikes, lockouts, curtailment of employment, and the
peaceful settlement of all employer and employee disputes, and of making an honest effort
to improve the conditions of both the employer and the employees.

WHEREAS, it is deemed desirable and necessary that definite operations and
practices between the Company and the employees of the Company represented by the
Union be formally set forth and described, with a desire that uniformity of working
conditions exist between the aforementioned Companies and such employees.

WHEREAS, the Company and the Union recognize that in order for the parties to
meet the challenge of competition, the need for long term prosperity and growth, and
establish employment security, each must be committed to a cooperative labor
management relationship that extends from the bargaining unit members to the
executive employees. The Company and the Union agree that employees at all levels
of the Company must be involved in the decision making process and provide their
input, commitment, and cooperation to improving productivity and helping the Company
become the lowest cost producer and highest quality provider of energy service.

NOW, THEREFORE, the Company and the Union do hereby agree to the following terms
and conditions, to-wit:
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ARTICLE |

Section 1. (a) The Company hereby recognizes the Union during the term of this A-14
Agreement as the sole and exclusive representative of all regular full-time and part-time
employees of the occupational classifications in the units defined as "The Office, Clerical
and Technical Unit" and "The Residual Unit," as described in the Order issued by the
National Labor Relations Board dated August 12, 1944 and amended by the National
Labor Relations Board Order dated February 24, 1967. The units so defined shall retain
jurisdiction over such work as was normally performed by them prior to this Agreement
but such jurisdiction shall not be expanded except by mutual agreement of the parties
hereto or through due processes under the National Labor Relations Act.

(b) The Company recognizes the Union as the sole bargaining agent of the units
contained in the preceding paragraph for the purpose of collective bargaining with respect
to rates of pay, wages, hours of employment, or other conditions of employment, and the
Company agrees to attempt to adjust any and all disputes, and any other matters, arising
out of or pursuant to this Agreement, with the Union.

(c) This Agreement shall be final and binding upon the successors, assignees or
transferees of the Union and the corporate entity of the Company.

Section 2. (a) The Company agrees not to interfere, restrain, coerce, or
discriminate against any of the members of the Union, because of their membership in
the Union, or because of their activity as a member or officer of the Union. Should
reasonable proof of any such interference, restraining, coercion or discrimination by any
person in a supervisory capacity against a member of the Union be shown to the
Company by the Union, the Company agrees to take immediate corrective action in
connection with such complaint. It is further agreed that no member shall be discharged
because of his or her service, or lawful activity as a member of the Union, nor will the
Company at any time attempt to discourage membership in the Union.

(b) There shall be no discrimination, interference, restraint or coercion by the
Company or the Union or their agents against any employee because of race, color,
religion, sex, disability, national origin or ancestry or for any other reason. References to
the masculine gender are intended to be construed to also include the feminine gender
wherever they appear throughout the Agreement.

(c¢) The Union recognizes that the management of the Company, the direction of A-9
the working forces, the determination of the number of people it will employ or retain in
each classification, and the right to hire, suspend, discharge, discipline, promote, demote
or transfer, and to release employees because of lack of work or for other proper and
legitimate reasons are vested in and reserved to the Company.

(d) The above rights of Management are not all-inclusive, but indicate the type of
matters or rights which belong to and are inherent to Management. Any of the rights,
powers, and authority the Company had prior to entering this Agreement are retained by
the Company, except as expressly and specifically abridged, delegated, granted or

2
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modified by this Agreement.

(e) The foregoing two paragraphs do not alter the employee's right of adjusting
grievances as provided for in Article VI, Section 1 of this Agreement.

Section 3. Respecting the subject of "Union Security,” the parties mutually agree
as follows:

(a) All regular employees in the bargaining unit represented by the Union shall be
required as a condition of their continued employment to maintain their membership in the
Union in good standing on and after the thirty-first (31") day following the employee’s date
of hire. The Union shall notify the Company’s Labor Relations Department of any
members who are not in good standing as determined by the Union. For the purposes of
this provision, “membership in good standing” shall mean being a full member or a core
fee payer of the Union.

(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 shall be subject to arbitration, in accordance with the arbitration
provisions of Article V1l of this Agreement.

(d) The Company shall provide the Union with time to discuss with new employees
the Union and the existence of the collective bargaining agreement. The Company will
provide new employees with electronic and/or paper access to the collective bargaining
agreement, along with the Union’s “Membership Application” and the “Payroll Deduction
Authorization” cards for Union dues or core fees, so that enroliment will be effective 31
days after being hired.

(e) Except for those employees mentioned in subsection (d) of this section and
subject to all state and federal laws, all employees who are not members of the Union
shall be required, as a condition of their continued employment, to pay to the Union the
applicable core fees representing the percentage of the Union’s expenses that are for
representational and other legally chargeable activities.

() 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 by giving
notice in writing to the Labor Relations Department of the Company and to the Union.
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However, the Union will not impose restrictions, which are prohibited by law, on
employees who wish to withdraw from Union membership. After such withdrawal, an
employee shall not be required to rejoin the Union as a condition of continued
employment. Any such employee will remain obliged to pay the applicable core fees.

(g) The Company agrees to dismiss any employee represented by the Union, at
the written request of the Union, for nonpayment of union dues or core fees 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.

(h) The Company agrees, after receiving proper individual authorizations by
means of written individual assignments in a form mutually agreeable to both parties, to
deduct Union dues or core fees and initiation fees from employees' pay. This deduction
shall be made a mutually agreed upon number of times each year and shall be forwarded
to the Treasurer of the Union.

() The Union agrees that in the event of any strike, work stoppage, slowdown,
picketing or any other interference to the work or the operations of the Company by any
individual employee or group of employees in the bargaining unit represented by the
Union this section of the Agreement is then and there and by reason thereof automatically
canceled and of no further force and effect; provided, however, that the Company shall
upon the presentation of proof satisfactory to the Company, within ten days thereafter,
that the Union did not directly or indirectly authorize, permit, endorse, aid or abet said
strike, work stoppage, slowdown, picketing or interference referred to, reinstate this
section of the Agreement, which section, if reinstated will, from and after the date of
reinstatement, be of the same validity, force and effect as if it had not been canceled. In
this connection, it is the expressed intention of the parties that for the purpose of making
this cancellation provision effective without affecting the other sections of the Agreement,
this Agreement is to be considered a severable agreement. Should the automatic
cancellation of this section occur, it is the intention and agreement of the parties that all
other sections and provisions of the Agreement remain in full force and effect as therein
provided. The Company agrees that it will not deliberately arrange or incite such
interference to the work or operations of the Company as are referred to in this section.

Section 4. The Company agrees that it will not attempt to hold the Union
financially responsible or institute legal proceedings against the Union because of a
strike, slowdown or work stoppage not authorized, abetted or condoned by the Union.
The Union agrees that, in the event of an unauthorized work stoppage, it will in good faith
and without delay exert itself to bring the work stoppage to a quick termination and insist
that the employee(s) involved cease their unauthorized activities. To that end, the Union
will promptly take whatever affirmative action is necessary. Furthermore, the Union
agrees that any employee or employees who agitate, encourage, abet, lead or engage in
such a strike, work stoppage, slowdown or other interference with the operations of the
Company shall be subject to such disciplinary action as the Company may deem suitable,
including discharge, without recourse to any other provision or provisions of the

4
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Agreement now in effect.

ARTICLE Il

Section 1. The Company agrees to designate and authorize a representative or
representatives to meet with The General Board of the Union. It is agreed that these
meetings shall be held quarterly, at a time mutually agreed upon, and at any other time
upon the written request of either party to this Agreement. These meetings will be held
within seven days after such request is made.

Section 2. The Company agrees to meet and confer with any special committee
of the Union, duly appointed by the President to administer any activity relating to the
welfare of the members of the Union.

ARTICLE 1l

Section 1. (a) This Agreement and the provisions thereof, shall become effective
April 15, 2015 and shall continue in full force and effect untit April 1, 2019, and from year-
to-year thereafter unless changed by the parties.

(b) Either of the parties hereto desiring to change any section or sections of this
Agreement and/or to terminate this Agreement shall notify the other party in writing of the
desired changes at least 60 days prior to April 1, 2019 or any subsequent anniversary
date. During this 60-day period, conferences shall be held by and between the parties
hereto, with a view to arriving at a further Agreement, and in all events this Agreement
shall remain in full force and effect during the period of negotiations.

(¢) In the event agreement is reached on or before April 1, the 2015 — 2019
Agreement will be extended for a mutually agreed number of calendar days. The Union
shall have one-half of the mutually agreed number of calendar days immediately following
the date an agreement is reached in which to submit the Agreement to its membership for
ratification and in case of failure to ratify, in order that the Company shall have the
remaining one-half of the mutually agreed number of calendar days as notice before a
strike or work stoppage commences. Providing the mutually satisfactory Agreement is
ratified by the membership within the first one-half of the mutually agreed number of days
following the date an agreement is reached, such Agreement will be made retroactive to
the 1st day of April and any agreed upon wage adjustments will be made retroactive to
the 1st day of April.

Section 2. It is agreed that this Agreement may be amended or added to at any
time by the written consent of both parties hereto.

A-32

A-32
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ARTICLE IV

Section 1. The Company agrees to do nothing to encourage an employee to
bargain individually.

Section 2. The Company agrees that if a matter rightfully termed a Union activity
is referred by an employee to his or her representative or delegate, and this is taken up
with the supervisor or any one qualified or authorized to act for the Company, such
Company representative shall not initiate, negotiate, or discuss this question with the
employee without affording the representative or delegate of the division an opportunity to
be present.

Section 3. Departmental supervisory personnel will notify the departmental union
delegate when a significant change or condition affecting that department or a work group
within that department is contemplated by the management of the particular department.
Upon written request by the departmental union delegate or the President of the Union, a
meeting shall be arranged between the Company and the Union to discuss such
changes. When major organizational changes affecting personnel in various departments
are contemplated, the Company agrees to notify the Union President, in writing, at least
14 calendar days in advance of the change, and, upon written request by the President of
the Union, a meeting shall be arranged between the Company and the Union to discuss
such changes.

Section 4. Copies of bulletins issued by the Company concerning working
conditions for any division or department represented by the Union, shall be forwarded to
the General Board of the Union.

ARTICLE V

Section 1. The principle of seniority is recognized by the Company. There shall
be two types of seniority defined as follows:

1. System service shall be based upon the length of time an employee has
been continuously employed by the Company, and shall be the governing
factor in establishing vacation dates.

2. Classified seniority shall be the length of time worked by an employee on a
specific classified job.

It shall be considered a break in system service and seniority when an employee has
been off the Company payroll, except when an employee has:

(1) Been laid off because of lack of work and has not, at any time during the
period of layoff or during a period not to exceed three years from the date of
layoff, refused to return to work for the Company in a capacity formerly held
or comparable to the capacity formerly held, by the employee. However,
actual time away will be deducted from the employee's system service.

6
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(2) Been granted a leave of absence for good cause by consent of the
Company, without loss of system service and seniority rights, providing the
employees are available whenever necessary for the Company's medical
examinations during the leave of absence. However, the employees will
receive vacation in accordance with the second paragraph of Article IX,
Section 5. Requests for leave of absence and consent hereto shall be in
writing.

(3) Entered the military service of the United States or has been conscripted by
the United States Government. No deductions for time away shall be made
from the employee's system service and seniority record.

(4) Resigned voluntarily and subsequently been re-hired. Actual time away will
be deducted from the employee's system service and seniority record, and,
while previous system service shall be maintained, no classified seniority
shall be retained.

Existing system service and seniority records shall not be rearranged to meet the above
requirements in exceptions (1), (2) and (3), but they shall be met in all cases beginning
March 21, 1983. :

Section 2. (a) Job available postings for job classifications covered by this
Agreement shall be provided by the Company and posted for a period of seven
calendar days on the appropriate bulletin boards and/or on the Duke Energy Job
Opportunities Portal page.

(b) If after the initial posting the job opening has not been filled by a qualified
applicant from the department or division, the job available notice will then be reposted
for a period of seven calendar days on all bulletin boards throughout the Company
where there are employees covered by this Agreement. In certain cases where it is
known that there are no qualified applicants within a division or a department, the initial
posting may be waived and the job posting will then be initially posted throughout the
Company where there are employees covered by this Agreement. However, if
applications are received from employees within the department requesting the job
opening, these applications will be given consideration before those received from
employees in other departments. Furthermore, anytime employees are accepted for a
job opening on a lateral or cross bid, they shall not be eligible to laterally or cross bid
again for a period of six months from the date of acceptance. The only exception to this
six month waiting period is that employees may cross bid to another headquarters
within the same bidding area at any time.

(¢) In those departments where the multiple posting system is in use, employees
are permitted to submit their applications for promotions, lateral bids or cross bids in
advance of an opening according to the multiple posting administrative procedures of
the applicable department.

A-65
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(d) It is agreed that classified seniority will be considered within a department,
district or departmental section concerning available advancements, although other
qualifications for the particular position will of necessity be considered. All other factors
being sufficient, the employee oldest in the point of classified seniority shall be given a
reasonable opportunity to qualify for the position.

(e) Should the classified seniority of any two or more employees be equal, the
respective seniority position of such employees shall be determined by the Union
randomly drawing the names of the affected employees. The Company will be notified
of the results, in writing.

In the event no fully qualified individual has bid on a Union wide job opening, the
previous experience requirement only will be waived, with the exception of positions
within the General Clerical sequence, and an employee will not be disqualified for
promotion on the basis of not having passed through a lower job in the promotional
sequence if otherwise qualified. Employees who have at least one half of the required
previous experience and are in the direct promotional sequence of a job opening,
posted Union wide, where previous experience has been waived, will be considered for
the job before all other non-qualified employees. Any claim of discrimination in this
connection may be taken up by the Union as a grievance.

(f) An employee may waive his right to promotion, providing such waiver is
presented to the Company in writing and does not prevent other employees from
acquiring experience in the job held by the employee. When an employee waives his
right to promotion, the employee next in seniority, other qualifications being sufficient,
shall be entitled to such promotion. When it is necessary to fill an open position, and no
employees are willing to promote, the Company may assign the junior qualified
employee to promote to the job classification.

(g) If no qualified regular full-time employee has been accepted following the
posting procedure and consideration of requests for demotion, second consideration for
non-technical job openings shall be given to part-time employees within the bargaining
unit based on qualifications as determined by the Company. For technical job
openings, the Company will give second consideration to part-time employees with a
technical degree and/or technical expertise based on qualifications as determined by
the Company. As a resuit of these determinations, if the top two or more part-time
applicants have equal assessments, then the non-technical or technical job opening will
be offered to the applicant with the greatest system seniority.

(h) Should the job opening not be filled after the posting procedure above, at the
discretion of management, consideration may be given to requests for transfer which
have been received from employees outside the bargaining unit or may be filled from
outside the Company.

(i) If the particular job opening is not filled within 60 days from the expiration date
of the bargaining unit-wide posting, the job opening will be reposted in accordance with
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the job posting procedure outlined above.

() The job posting procedure outlined above does not restrict the Company's
right to cancel a job posting at any time.

(k) An employee shall not have seniority rights to bid on a demotion but may, in
writing by letter or by submitting a bid for a posted job opening, request consideration
for a demotion. However, if an employee's request for demotion is granted by the
Company, any accumulated classified seniority will be forfeited in job classifications
above the job to which he demotes.

() The Company and the Union agree that the job posting procedure will be
waived for the employment of Co-ops, as probationary employees in job classifications
represented by the bargaining unit, providing that the next opening in the same job
classification and bidding area is posted and made available to employees within the
bargaining unit. If such opening is not filled by a bargaining unit employee, openings in
the same job classification and bidding areas will continue to be posted and made
available to employees within the bargaining unit until such time that a bargaining unit
employee fills one of the openings.

Section 3. (a) In the event of any layoffs or curtailments of employment, the
Company will attempt to place the employee in a temporary assignment. Prior to making
an assignment, the Company will discuss such assignment with the Union. If a
temporary assignment is not available, rollbacks and layoffs shall be made in
accordance with system seniority rights. When the Company reduces the number of
employees in a job classification, the Company will use the following process to
determine rollbacks and layoffs. Employees with the least amount of System Service
seniority within the job classification that is targeted for a reduction will be assigned to
vacant positions and/or replace full-time employees in the bidding area with the least
amount of System Service seniority. Displaced employees must be qualified for the job
classification to which they are assigned and the job classification must be within the
same bidding area and below their former job classification. Displaced employees will
be reclassified into the next lower job classification within their bidding area for which
they are qualified, if there are employees in that job classification and they have less
system seniority than the displaced employees. Displaced employees will have their
wage rates red-circled for a period of 18 months. At the end of 18 months, their wage
rates will be reduced to the maximum wage rate of the job classification to which they
were reclassified. Displaced employees who are assigned to perform work in lower
level job classifications, if qualified, will be reassigned to higher job classifications as
they become available within the bidding area, until the displaced employees return to
assignments within their former job classification; obtain a job within the bidding area at
the same or higher wage level as their former job classification; or, obtain a job in
another bidding area. Displaced employees will not be assigned to or be required to
perform the duties of job classifications at levels higher than their former job
classification. Any employees unable to be assigned to vacant positions and/or replace
full-time employees in the bidding area will be subject to layoff.
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Part-time Meter Readers will be laid off before any full-time Meter Readers are rolled
back or laid off. The same holds true for part-time and full-time call-takers in the Call
Center.

Where multiple part-time employees in a job classification at the same location are
scheduied to work a total of 40 or more hours per week, a qualified displaced full-time
employee in the same bidding area may replace the part-time employees by accepting
a full-time job at that location, if the department can still schedule straight-time coverage
for the required hours.

For those full-time displaced employees with at least 15 years of service and subject to
layoff, including employees who have been placed in a temporary position in
accordance with this subsection, an effort will be made by the Company to find another
job at the same or lower wage level for which the employee is qualified. The Company
will discuss the employee’s reclassification with the Union prior to it going into effect. If
there are muitiple displaced employees, vacant positions will be offered by system
seniority; an employee has the right to turn down one offered position. An employee
who turns down a position and who is not currently in a temporary assignment, could be
subject to immediate roliback or layoff in accordance with this Section or to rollback or
layoff at the end of the temporary assignment if no job is available. If the Company
identifies such a vacant position for which the employee is qualified, the Company may
reassign and reclassify the employee without posting the position. If no positions are
identified by the Company the displaced employee, if qualified, will be allowed to
displace the employee with the least amount of system seniority outside of the
displaced employee’s bidding area. Those employees with 15 or more years of service
will have their wage rates red-circled for 18 months. After 18 months, the employee’s
rate of pay will be reduced to the maximum rate of pay for the classification to which
they are assigned.

An employee unable to be reassigned and subject to being rolled back to the Call
Center or Meter Reading Departments, will have the option of accepting the assignment
in the Call Center or Meter Reading, being laid off, or being offered a severance as
outlined in Sidebar Letter A-70.

Displaced employees unable to displace full-time employees and subject to layoff, if
qualified, will be allowed to replace employees in part-time positions within their bidding
area, by accepting the wage rate, benefits, work hours and other terms and conditions
of employment of the part-time employee. The two exceptions are Meter Reading and
Call Center, where these employees may retain their full-time status and accept the
wage rate applicable to new full-time employees in these departments. Full-time
employees within the Customer Relations bidding area, but outside the Call Center and
Meter Reading Departments, may displace a maximum of four part-time employees in
each department (i.e., Call Center and Meter Reading) within a 12-month period.

Employees who were rolled back prior to April 1, 2012 and whose wage rates are red-
circled will continue to have their wage rates red-circled.
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An employee will not have the right to recede to a position within his bidding area that
he did not pass through before reaching his present position. For purposes of this
section, if an employee is unable to exercise system seniority rights in lower job
classifications within his department because he did not pass through those job
classifications before reaching his present position, he will be credited with system
seniority in all job classifications lower than his initial job within the bidding area which
are in the same direct promotional sequence. Under no circumstances may an
employee exercise seniority rights outside his own bidding area or in the selection of a
specific job within a classification.

(b) In a department where there have been layoffs and a subsequent increase in
employment exists within three years, the Company agrees to recall those employees in
the department who have suffered a layoff because of lack of employment, in the
reverse order of the dates of their layoffs. It is further agreed that the Company will
notify the employee or employees, in writing by registered or certified mail, to report
back to work. The Company agrees to send a copy of these letters to the Union at the
time of the mailing of the original. If they do not report back to work within a 15-day
period, the Company shall have the right to recail the next employee in line.

(c) It shall be the duty of all employees, including those on layoff status, to have
their proper post office address and telephone number on file with their individual
departments and the Human Resources Department of the Company.

(d) The Union may designate a witness to tests given in a departmental section, A-4
and shall have the right to review the results of these departmental tests upon request.
This does not apply to standard tests given by the Staffing Services Division or by
outside consultants.

(e) The Company will make an effort to find another job classification for which
an employee is qualified if his job is abolished. An employee who, because of this job
abolishment, is assigned to a classification having a lower rate of pay, will maintain his
existing level of pay until the maximum wage rate of the job classification to which he is
assigned is equal to his existing wage rate. This provision does not affect the right of an
employee to bid on a future posted job opening for which he may be qualified.

Section 4. (a) Temporary transfers from one department, district, or
departmental section to another will not affect an employee's system service or seniority
rank and his record will remain posted in the department, district, or departmental
section from which he was transferred.

(b) Permanent transfers from one department, district, or departmental section to
another will not affect an employee's system service or classified seniority, which will be A2
used to determine his system service and seniority rank in his new department, district,
or departmental section.

(c) When an employee has successfully bid on a posted job and his move to the
posted job is delayed, consideration shall be given to the proper adjustment of the
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employee's seniority rank so that the employee will not be penalized with respect to
future promotions. The employee will receive a seniority date and the wage rate of the
job on which he has been accepted no later than the beginning of the third week after
the employee is notified that he has been accepted for the new job.

Section 5. All new employees shall be classed as probationary for a period of
one year and shall have no system service or seniority rights. After one year's service
as a probationary employee, they shall be reclassified and their system service and
seniority record shall include their previous employment as a probationary employee.

Effective January 1, 2016, the probationary period of any employee on an approved
leave of absence lasting more than thirty days, will be extended by the duration of the
leave of absence.

Section 6. Temporary employees shall be those hired for a specific job of a
limited duration, not to exceed six months unless agreed upon by both parties, and shall
not acquire system service or classified seniority rights. The Union shall be notified of the
hiring of such employees.

Section 7. (a) Part-time employees shall be those hired to perform a continuing
specific work requirement that is temporary in nature or less than 40 hours per week.
Part-time employees will only be used for part-time applications in order to supplement
the regular full-time workforce, uniess otherwise agreed. While the intention is for part-
time employees, who are non-temporary in nature, to be regularly scheduled to work less
than 32 hours per week, the actual hours worked may be greater due to temporary
operational needs or trading of hours with other employees. The departments utilizing
part-time employees will develop schedules to be worked by such personnel. However,
schedules for part-time employees may at times vary according to work needs. These
employees will work in bargaining unit positions and will be paid the minimum wage rate
for the job classification or at a specially negotiated rate. They shall not acquire classified
seniority rights. Part-time employees may be laid off for any reason without recall rights.
Such layoffs shall not be subject to the grievance procedure. Benefits for part-time
employees shall be on a prorated basis as agreed to by the parties.

(b) Part-time employees may request consideration for other part-time openings
and may submit applications for openings in regular full-time positions. When part-time
employees become full-time employees, they shall be credited with system service for the
length of time they were employed by the Company as a part-time employee on or after
January 1, 1996. For part-time employees who become full-time employees after April 1,
2008 and who have been employed as part-time for at least 12 consecutive months prior
to becoming full-time, the probationary period shall be reduced from one year to nine
months.

(c) The overtime provisions of this Agreement, including meal compensation, will
only apply to part-time employees when they work in excess of their regular scheduled
hours per day or eight hours per day, whichever is greater. Part-time employees will not
be called out for overtime assignments unless all full-time available employees have
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been called. The total number of part-time employees, excluding those in the Call
Center and Meter Reading work groups and those hired to perform a continuing specific
work requirement that is temporary in nature, will not exceed 5% of the total number of
full-time employees performing work represented by the Union.

ARTICLE VI

Section 1. The parties hereto recognizing the importance of safety projects and
regulations for the protection of the health, life and limb of all employees, agree to make
all reasonable efforts to maintain such rules and regulations conducive to the health and
safety of all concerned. The Company will notify the Union leadership of any work related
accident resulting in the hospital admission or death of any employee in the bargaining
unit.

ARTICLE VII

Section 1. Any dispute or disagreement arising between an employee and the

Company or the Union and the Company involving wages, hours or work, conditions of
employment, or otherwise of any nature arising out of this Agreement may become the
subject of a grievance. However, with respect to any claim or dispute involving the
application or interpretation of an employee welfare or pension (includes defined benefit
and 401(k) plans) plan, the claim or dispute shall not be resolved under the grievance
procedure outlined herein, but instead, shall be resolved in accordance with the terms
and procedures set forth in the relevant plan document. Additionally, should the content
of any communication relating to employee benefits conflict with the terms of the
relevant plan document, the terms of the plan document shall govern. Recognizing the
importance of resolving disputes or disagreements in a peaceful and timely manner and
at the earliest stage possible, grievances shall be processed in accordance with the
following procedure:

1st Step

An employee must take up any grievance initially with the supervisor involved, within 20
days of its occurrence or 20 days from the time the employee or the Union became
aware of the occurrence. The initial meeting shall be held between the supervisor(s),
the employee involved and the elected union representative or delegate. Grievances in
this step shall be answered verbally at the meeting or within 5 days of the conclusion of
the meeting. The supervisor will also inform the Union of the appropriate management
person to notify in the event that the Union wishes to pursue the grievance to the
second step.

2nd Step

If the parties are unable to resolve the grievance following the first step, within 10
workdays of the first step response, the Union may submit a written grievance to the
management of the department designated in the first step. Department management
will schedule a meeting with a small committee representing the Union within 20
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workdays after receipt of the written grievance. A written decision will be sent by email
and/or US Mail to the President of the Local Union within 20 workdays of the Step 2
meeting.

3rd Step

If the parties are unable to resolve the grievance following the second step, within 20
workdays of the second step response, the Union may notify the Labor Relations
Department in writing of its desire to advance the grievance to the third step of the
grievance procedure. The Labor Relations Department will schedule a meeting with the
appropriate management representatives and a small committee representing the Union
within 20 workdays after receipt of the written request. The Labor Relations Department
will render a written decision within 20 workdays of the date of the third-step meeting.
The written response will be sent by email or US Mail to the President of the Local
Union.

In the case of a discharge, the Union may bypass the first step of the grievance
procedure and submit a written grievance requesting a second step grievance meeting,
within 10 days following the date of discharge.

Arbitration

Section 2. (a) If the parties are unable to resolve the grievance following the
third-step, the Union, within 30 workdays of receipt of the third step response, may
notify the General Manager, Labor Relations in writing of its desire to advance the
grievance to arbitration.

(b) Upon receipt of the Union's notification, the parties within ten workdays will
petition the Federal Mediation and Conciliation Service (FMCS) for a panel of seven
arbitrators and will cooperate to select promptly an arbitrator from that list. In the event
that no acceptable arbitrator appears on the panel of arbitrators submitted by FMCS,
either party may request an additional panel from FMCS.

(c) The arbitrator so selected shall hold a hearing as promptly as possible on a
date satisfactory to the parties. If a stenographic record of the hearing is requested by
either party, the initial copy of this record shall be made available for the sole use of the
arbitrator. The cost of this initial copy and its own copy shall be borne by the requesting
party, unless both parties desire a copy. If both parties desire a copy, they shall equally
share the cost of the arbitrator's copy, and shall each bear the cost of any copies of the
record they desire.

(d) After completion of the hearing and the submission of the post-hearing briefs,
the arbitrator shall render a decision and submit to the parties written findings that will
be binding on both parties to the Agreement.

() The arbitrators’ and other joint expenses mutually agreed upon shall be
borne equally by both parties.
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(f) Any grievance that is not taken to the next step within the time limits specified
will be deemed to have been withdrawn. If at any step in the grievance procedure, the
Company does not answer within the designated time frame, the Union may notify the
Company of its desire to advance the grievance to the next step of the grievance
procedure. Any time limits may be extended by written agreement between the parties.

(g) The arbitrator shall have no authority to add to, detract from, alter, amend, or
modify any provision of this Agreement. It is also mutually agreed that there shall be no
work stoppage or lockouts pending the decision of the arbitrator or subsequent thereto.

ARTICLE VIl

Section 1. (a) The parties hereto agree that the wage rate schedules in effect

immediately prior to the execution of this Agreement shall be amended as follows:

MAXIMUM HOURLY WAGE RATES

Clerical (Non-Manual) Maximum Wage Rates

As Of Effective | Effective | Effective | Effective
April 1, April 15, | April 1, April 1, April 1,
2014 2015 2016 2017 2018
Base Increase NA 1.50% 2.00% 2.00% 2.00%
Lump Sum NA 1.00% 0.00% 0.00% 0.00%
1 $ 1379 | $14.00 $14.28 $14.57 $14.86
2 $ 1525 | $15.48 $15.79 $16.11 $16.43
3 $ 17.05 | $17.31 $17.66 $18.01 $18.37
4 $ 1705 | $17.31 $17.66 $18.01 $18.37
5 $ 1830 | $18.57 $18.94 $19.32 $19.71
6 $ 1998 | $20.28 $20.69 $21.10 $21.52
- 7 $ 1998 | $20.28 $20.69 $21.10 $21.52
3 8 $ 2217 | $22.50 $22.95 $23.41 $23.88
?5, 9 $ 2370 | $24.06 | $2454 | $25.03 | $25.53
g 10 $ 2548 | $25.86 $26.38 $26.91 $27.45
11 $ 2548 | $2586 $26.38 $26.91 $27.45
12 $ 2656 | $26.96 $27.50 $28.05 $28.61
13 $ 27.74 | $28.16 $28.72 $29.29 $29.88
14 $ 2876 ) $29.19 $29.77 $30.37 $30.97
15* $ 2939 | $29.83 $30.43 $31.04 $31.66
16* $ 30.02 | $3047 $31.08 $31.70 $32.33
17* $ 3152 | $31.99 $32.63 $33.29 $33.96

* Specially negotiated rates not subject to the Job Evaluation Committee.
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Meter Reading Maximum Wage Rates
(Sidebar A48)
As Of Effective | Effective | Effective | Effective

April 1, Aprit 15, | April 1, April 1, April 1,

2014 2015 2016 2017 2018

Base Increase NA 1.50% 2.00% 2.00% 2.00%
Lump Sum NA 1.00% 0.00% 0.00% 0.00%

MR1 $ 17.00 | $17.26 $17.61 $17.96 $18.32

§ MR2 $ 1719 | $17.45 $17.80 $18.16 $18.52
% MR3 $ 20.19 | $20.49 $20.90 $21.32 $21.75
> MR4 $ 2393 | $24.29 $24.78 $25.28 $25.79
£ MRS5S $ 2574 | $26.13 $26.65 $27.18 $27.72
MR6 $ 18.17 | $18.67* | $19.04 $19.42 $19.81

* Maximum wage rate increased by $0.50 in lieu of General Wage Increase.

Call Center and Revenue Services Maximum Wage Rates
(Sidebar A61 and A64)
As Of Effective Effective Effective Effective

April 1, April 15, April 1, April 1, April 1,

2014 2015 2016 2017 2018

Base Increase* NA 1.50% 2.00% 2.00% 2.00%

Lump Sum* NA 1.00% 0.00% 0.00% 0.00%
c2* $ 1508 $ 1508 | $ 1508 | $§ 1508 | $ 15.08
© C3* $ 1508 | $ 1508 | $ 1508 | $ 1508 | $ 15.08
et C4* $ 1200, $ 1300 | $ 13.00| $ 1300| $ 13.00
C5** $ 1850 | $ 1900 | $ 19.00{ $ 1900 | $ 19.00

*Increase applicabie to Clerical employees unless otherwise negotiated.

**Employees hired after 4/1/12 are not eligible for the annual wage increase. Employees at
or above the maximum rate of pay will receive the annual wage increase applicable to
Clerical employees in the form of a lump sum. Minimum and maximum wage rates do not
increase.

***Eligible for the annual wage increase until maximum rate of pay. Employees at the
maximum rate of pay will receive the annual wage increase applicable to Clerical
employees in the form of a lump sum. Minimum and maximum wage rates do not increase.

Manual Maximum Wage Rates
As Of Effective | Effective | Effective | Effective
Aprii 1, April 15, | Aprit 1, April 1, April 1,

2014 2015 2016 2017 2018

Base Increase NA 1.50% 2.00% 2.00% 2.00%
Lump Sum NA 1.00% 0.00% 0.00% 0.00%
] 7 $ 2726 | $27.67 $28.22 $28.78 $29.36
@ 10 $ 25.81 $26.20 $26.72 $27.25 $27.80
% 12 $ 2942 | $29.86 $30.46 $31.07 $31.69
= 16 $ 2942 | $29.86 $30.46 $31.07 $31.69
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Technical Maximum Wage Rates
As Of Effective | Effective | Effective | Effective
April 1, April 15, | April 1, Aprif 1, April 1,
2014 2015 2016 2017 2018
Base Increase NA 1.50% 2.00% 2.00% 2.00%
Lump Sum NA 1.00% 0.00% 0.00% 0.00%
1 $ 2174 | $22.07 $22 .51 $22.96 $23.42
2 $ 2375 | $24.1 $24.59 $25.08 $25.58
3 $ 2634 | $26.74 $27.27 $27.82 $28.38
4 $ 2822 | $2864 $29.21 $29.79 $30.39
T>> 5 $ 3032 | $30.77 $31.39 $32.02 $32.66
g 6 $ 3165 | $32.12 $32.76 $33.42 $34.09
gé, 7 $ 3296 | $3345 | $34.12 | $34.80 | $35.50
< 8 $ 3420 | $34.71 $35.40 $36.11 $36.83
9 $ 3518 | $35.71 $36.42 $37.15 $37.89
10* $ 36.84 | $37.39 $38.14 $38.90 $39.68
11* $ 37.83 | $38.40 $39.17 $39.95 $40.75
12* $ 38.82 | $39.40 $40.19 $40.99 $41.81

* Specially negotiated rates not subject to the Job Evaluation Committee.

CPC Maximum Wage Rates
As Of Effective | Effective | Effective | Effective
April 1, April 15, | April 1, April 1, April 1,
2014 2015 2016 2017 2018
Base Increase NA 1.50% 2.00% 2.00% 2.00%
Lump Sum NA 1.00% 0.00% 0.00% 0.00%
- CP1 $ 27.00 | $27.41 $27.96 $28.52 $29.09
E CcP2 $ 3184 | $32.32 $32.97 $33.63 $34.30
CP3 $ 3882 | $39.40 $40.19 $40.99 $41.81
Local Information Technology Maximum Wage Rates
{Sidebar A73)
As Of Effective | Effective | Effective | Effective
April 1, April 15, | Aprii 1, April 1, April 1,
2014 2015 2016 2017 2018
Base Increase NA 1.50% 2.00% 2.00% 2.00%
Lump Sum NA 1.00% 0.00% 0.00% 0.00%
- IT1 $ 36.84 | $37.39 $38.14 $38.90 $39.68
H IT2 $ 3167 | $32.15 $32.79 $33.45 $34.12
- IT3 $ 2679 | $27.19 $27.73 $28.28 $28.85
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(b) These wage rate increases shall not apply to the minimum wage rates of
starting job classifications.
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(c) The wage increases mentioned above shall not apply to any employee whose
present wage rate is on or above the new maximum wage rate of his job classification,
except employees who are on physical retrogressions, who shall receive the increase
applicable to their individual wage rate as of the indicated dates of increase.

(d) Manual employees shall be provided the higher of a $10.00 promotional
increase above the maximum wage rate of the job classification from which they promote,
or the minimum wage rate of the job classification to which they promote. Clerical and
Technical employees shall be provided the higher of a $10.00 promotional increase or the
minimum wage rate of the job classification to which they promote. This provision will not
apply when the maximum wage rate of a job classification is not at least $10.00 above the
maximum wage rate of the job classification from which it promotes.

(e) Whenever the difference between the minimum and maximum wage rates of a
job classification is not divisible by $0.25, the intermediate wage rates will be by $0.25
steps, with the exception of the last step to the maximum wage rate of the job. In such
case the increase to the maximum wage rate will include the $0.25 increment plus the
odd amount necessary to equal the maximum wage rate, provided, however, that the total
amount of this increase is less than $0.50.

(H Any employee in the Union who was on or below the maximum wage rate of
his job classification as of the indicated dates of increase shall receive the increase
applicable to the maximum wage rate of his job classification.

(g) The shift differentials and Sunday premium paid to employees on scheduled
shifts on classified jobs will be as follows:

Name Definition Shift Differential Cents Per Hour
of Shift of Shift May 11, 2015 — March 31, 2019
Day Where the majority of the $0.00
Shift scheduled hours worked '
are between 8:00 a.m.
and 4:00 p.m.
Afternoon | Where the majority of the $1.75
Shift scheduled hours worked

are between 4:00 p.m.
and 12:00 Midnight

Night Where the majority of the $1.80
Shift scheduled hours worked

are between 12.00

Midnight and

8:00 a.m.

When the majority of the hours in a shift are on a Sunday, a Sunday premium will
be paid to an employee for all scheduled straight time hours worked on that shift.
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As of May 11, 2015 | As of April 1, 2016 | As of April 1, 2017
Sunday Premium $1.90 $1.95 $2.00

(h) The nature of the work involved under each payroll classification shall be
defined, as nearly as possible, by the Company and occupational classifications and job
descriptions shall be prepared by the Company and be subject to review by the Union.

() The Job Evaluation Committee of the Company will be responsible for
evaluating all new or revised job classifications. The evaluation established by this
Committee will be used to determine the maximum wage rate for each new or revised job
classification. Results of the evaluation will be communicated to the Union at least two
weeks before the effective date of the new or revised job classification.

() The Union shall appoint a Classification Committee consisting of not more than
five members who may review the evaluation and wage rate of any new or revised
classification. The Union's Committee may, by request, meet with the Company's
Committee as soon as possible at a mutually agreeable time, but within 30 days after the
Union has been notified by the Company of the proposed new or revised classification,
for the purpose of presenting any information relative to the evaluation of a new or revised
classification. The Union will be notified after the Company's Committee has reviewed
the information presented by the Union. Ali wage rates so established shall be final and
binding and not subject to the grievance and arbitration procedure. However, if any
revised wage rates are reduced as a result of the evaluation(s), they will not be placed
into effect until the Company and the Union have had an opportunity to negotiate them
during full contract negotiations, even though the revised job classification will be in effect.
Employees, presently in, or promoting to, such job classifications will continue to receive
wage adjustments in accordance with the other provisions of the Agreement just as if the
wage rate had remained at the same level until a new Agreement is reached.

(k) When the Union believes that a new or revised job description does not
adequately describe the principal duties and minimum qualifications necessary to provide
a sufficient basis for evaluating that job description, a letter outlining the Union's
suggested changes may be sent to the management of the appropriate department for
consideration. However, there will be no recourse to the grievance and arbitration
procedure because of the language of a job description or the evaluation of a job
classification.

() Where the Union deems an employee to be improperly classified, it will be
considered as a grievance and shall be handled under the grievance procedure described
elsewhere in this Agreement.

Section 2. (a) With the exception of shift differential premium, and a holiday
occurring during an employee's vacation, it is agreed that under no circumstances shall
any section of this Agreement be interpreted to provide the pyramiding of a benefit or
premium payment to employees covered by this Agreement. For example, no employee
may claim sick pay while receiving vacation pay or holiday pay while receiving sick pay.
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(b) It is further agreed that there shall be no interruption in the payment of one
benefit in order that employees may receive payment for another benefit. For example,
employees may not interrupt vacation to begin sick leave or interrupt sick leave to include
a holiday. The only exceptions to this provision are that an employee's sick pay may be
interrupted to include vacation pay and that vacation pay may be interrupted to include
death in family pay as set forth in the Agreement.

ARTICLE IX

Section 1. ABSENCE DUE TO SICKNESS OR ACCIDENT: (a) Regular
employees who are actively working on January 1, regular employees who return to work
from an authorized extended absence on or after January 1, probationary employees who
become regular employees on or after January 1, shall be paid as gross wages, for absent
time due to bona fide iliness or injury, a maximum annual amount equal to 40 hours at
their regular Straight Time Pay. Such payment shall be made by the Company on the
nearest practicable regular pay day following the date such employee becomes eligible.

(b) After a part-time employee with 12 months of service or a full-time 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 pay consisting of up to 26 weeks of pay per incident with payment based
on the schedule below or until the employee is able to return to work, whichever occurs
first.

Years of Service Maximum Weeks at 100% Pay | Weeks at 66 2/3% Pay
0-1 None All
1-5 10 Balance
6-10 15 Balance
11-14 20 Balance
15-20 26 Balance
21 or more ALL N/A

(c) After an employee has been continuously disabled, subject to medical
determination, and is unable to return to work for more than 27 consecutive weeks, and
has exhausted Short-Term Disability benefits, the employee will receive Long-Term
Disability benefits as described in the Company’s Long-Term Disability Plan Description.

Section 2. Compensation will not be provided for ilinesses resulting from such
causes as: illegal use of drugs or alcohol, willful intention to injure oneself, the
commission of a crime, elective or cosmetic procedures not covered by the medical plan,
the employee’s refusal to adopt such remedial measures as may be commensurate with
the employee’s disability or permit reasonable examinations by the Company.

Section 3. It is also mutually understood and agreed that the Company shall have
the right to investigate and determine for its own satisfaction the bona fide nature of any
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iliness for which pay is requested as well as the duration thereof. In order to facilitate the
scheduling of the work forces, employees who will be absent from work are expected to
notify the Company as soon as possible, but not later than one hour after their regular
starting times and in the case of shift workers, one hour before the start of their shifts.
Unless an employee submits a legitimate excuse for not reporting the cause of absence
before the end of the first hour of such absence, the employee’s claim for sick leave pay
shall not begin until such notice is received.

Section 4. When employees have received all of the disability pay to which they
are entitled under this Agreement they shall be granted, upon written request on a form
provided by the Company, a "leave of absence" and shall not be eligible for further
disability pay benefits until they have returned to steady employment.

Section 5. (a) An employee accrues entitlement of 1/12 of their current year's
vacation for each full month the employee is employed during the current calendar year
or is on STD, or leave of absence. Any employee leaving the Company’s service during
any calendar year shall receive payment for any unused portion of accrued vacation for
that current year. However, in the event of an employee’s death, the estate of the
employee will be paid the unused portion of the employee’s total vacation allotment for
the current year.

Employees returning from military service will receive vacations with pay in the calendar
year in which they return as follows:

Month in which Employee Returns to | Amount of Vacation Based on
Company's Employment System Service of Employee
Up to and including June Full
July, August and September One-Half
After September None

(b) In order for an employee to qualify for a vacation, the employee must have
been ready, willing and able to work as a full-time regular or probationary employee
during the calendar year the vacation is taken.

(c) The anniversary of employment shall determine the employee's vacation
status. Every effort will be made to grant vacations at a time suitable to the employee,
but should the vacation of an employee handicap the operations of the Company in any
way, the Company reserves the right to require the vacation be taken at another time.
Normally, preference shall be granted in the selection of vacation dates on the basis of
system service.

(d) Employees with less than one year of service with the Company shall be
entitled to one day of vacation for each month worked, with a maximum of 10 total days.
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(e) Employees with one year of service with the Company shall be entitled to a
vacation of two weeks.

(H Employees with seven or more years of service with the Company shall be
entitled to a vacation of three weeks. Should the amount of work or other working
conditions be such that the operations of the Company would be handicapped by granting
of the third week of an employee's vacation, the Company reserves the right to require an
employee to take his third week of vacation at such time that does not interfere with the
operations of the Company.

(g) Employees with 15 or more years of service with the Company shall be entitled
to a fourth week of vacation or payment of one week's wages (40 hours) at straight time
in lieu thereof. The Company may also require such employees to take the fourth week
of their vacation at such time as does not interfere with the operations of the Company.

(h) Employees with 21 or more years of service with the Company shall be entitled
to a fifth week of vacation or payment of one week's wages (40 hours) at straight time in
lieu thereof. The Company may also require such employees to take the fifth week of
their vacation at such time as does not interfere with the operations of the Company.

(i) Employees with 32 or more years of service with the Company shall be entitled
to a sixth week of vacation or, if required to work by the Company, payment of one
week's wages (40 hours) at straight time in lieu thereof. The Company may also require
such employees to take the sixth week of their vacation at such time as does not interfere
with the operations of the Company.

ARTICLE X

Section 1. Regular employees entering the armed services of the United States
or employees who are conscripted by the United States Government during a period of
national emergency shall continue to accumulate full system service and full seniority and
may return to their former position or one of equal pay and rank, provided they report for
work with a certificate of satisfactory completion of military or governmental service within
90 days after their release from active service.

Section 2. (a) All Company sponsored life and AD&D insurance coverage for
employees starting an approved military leave of absence will be continued for a period
of at least 90 days after the employee’s leave of absence begins with the same cost
sharing as before the leave began.

(b) Company Group Life Insurance of employees returning to Company service
within 90 days after their release from active service will be reinstated without physical
examination or waiting period.

Section 3. None of the foregoing provisions in this Article shall apply to those
employees who are not eligible for statutory re-employment rights.
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ARTICLE XI

Section 1. (a) The following days are observed as regular holidays which will be
recognized on the indicated dates. The Company may change the date for recognizing a
holiday if the date indicated is changed by a legislative enactment or if the prevailing
community practice is not consistent with the indicated date.

HOLIDAY DATE RECOGNIZED
New Year's Day January 1
Memorial Day Last Monday — May
Independence Day July 4
Labor Day First Monday — September
Thanksgiving Day Fourth Thursday — November
Day after Thanksgiving Friday after Thanksgiving
Christmas Eve December 24
Christmas Day December 25

(b) If the recognized date of a holiday occurs on a Saturday or Sunday, the
Company will have the option of either celebrating that holiday on another date which is
consistent with community practice or paying eight hours of regular straight time holiday
pay in lieu thereof for the holiday.

(c) Regular employees whose duties do not require them to work on holidays will
be paid straight time. Regular employees who are scheduled to work on a recognized
holiday will be paid at time and one-half for the first eight hours worked in addition to their
straight time holiday pay. However, those employees who work less than the eight hours
scheduled will have their straight time holiday pay correspondingly reduced.

(d) Regular employees who are called out to work on a recognized holiday for a
period of four hours or less not contiguous with hours worked into or out of the holiday will
be paid for four hours at time and one-half in addition to their straight time holiday pay.
Employees who are called out to work on a recognized holiday for more than four hours
not contiguous with hours worked into or out of the holiday but less than eight hours will
be paid for eight hours at time and one-half in addition to their regular straight time
holiday pay. Employees who are required to work more than eight hours on a recognized
holiday will be paid at the rate of double time for all such work in excess of eight hours.
An employee must work either his full scheduled day before, or his full scheduled day
after a holiday to be entitled to receive holiday pay. An employee will not be compensated
for travel time on a call-out which occurs on a regular holiday.

(e) When a holiday falls within an employee's vacation, the employee shall, at the
discretion of the Company, either be allowed an additional vacation day at such time in
the same year as shall be mutually agreed upon between the employee and his
supervisor or shall receive eight hours additional pay to compensate for the loss of such
holiday pay.
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(fH An employee beginning a leave of absence will not receive holiday pay for
holidays occurring after the last day worked except when the employee works the full
calendar day immediately before a recognized holiday which is in the same pay period.

Section 2. (a) An employee who has completed six months of service with the
Company shall be entitled to four compensated Personal days off and one compensated
Diversity day off each calendar year. Requests for Personal/Diversity days should be
made at least seven 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 seven calendar-day notification may be approved by an employee's supervisor; such
approval will not be unreasonably denied. The Company reserves the right to limit the
number of employees who can be off on a specific day. Individual departments will
attempt to accommodate as many requests as possible to take a Personal/Diversity day
or vacation day on Martin Luther King, Jr. Day, Presidents’ Day, and/or Good Friday.

(b) If a Personal/Diversity day is not used during a year, it shall be lost and no
additional compensation shall be granted. Any employee who resigns, retires or is
discharged from the Company for any reason shall not receive compensation for any
remaining Personal/Diversity days.

(c) Personal/Diversity days must be taken in full day increments. Paid
Personal/Diversity days will not be considered as absences for purposes of an individual's
attendance record.

ARTICLE Xl

Section 1. (a) It is agreed that the present establishment of 40 hours per week of
the Company will remain in effect, except in those divisions where longer or shorter hours
are now being worked, and the Company guarantees employment of not less than 40
hours per week for 52 weeks of each year to all employees represented by the Union as
bargaining agent, who are available and ready to work, and who are regular full-time
employees of the Company, except those on a less than 40 hour basis now. No such
employees shall be required to work more than 40 hours in any one week, consisting of
seven days, nor more than eight hours in any one day except as hereinafter provided.

(b) Nothing in this section will affect in any manner the right of the Company to
make temporary or permanent reductions in forces when considered necessary by the
Company.

(¢) Nothing in this Agreement shall be deemed to require the Company or the
Union to commit an unfair labor practice or other act which is forbidden by, or is an
offense under, existing or future laws affecting the relations of the Company with the
employees bargained for by the Union.
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Section 2. (a) The work week of an employee for payroll purposes and for
determining off-days shall consist of seven consecutive days with a minimum of two
scheduled off days and be from midnight Sunday to midnight the following Sunday.
Employees working on a shift beginning two hours or less before midnight will be
considered as having worked their hours following midnight.

(b) Regular scheduled hours of work per day will be at straight time for regular
scheduled work days, time and one-half for the employee's first scheduled off-day in the
work week, double time for the employee's second scheduled off-day in the work week
and time and one-half for any additional scheduled off-days in the work week. Any time in
excess of the employee's regular scheduled hours per day will be paid at the rate of time
and one-half except the employee's second scheduled off-day worked which will be paid
at double time.

(¢) Employees required to work more than 16 consecutive hours will be paid
double time for all time worked in excess of, and contiguous with, the 16 consecutive
hours.

(d) Schedules for all employees will be based on the time prevailing in the City of
Cincinnati.

(e) In no case will an employee be forced to take time off in lieu of overtime pay.
The Company shall be the sole judge as to the necessity for overtime work, and the
employee shall be obligated to work overtime when requested to do so. When overtime
occurs in a group or department, where more employees are qualified and available to
work than are necessary at the moment, the Company agrees to establish a system of
selecting the employees who are to work, in a sincere effort to equalize overtime work.
The employees will be notified in advance, whenever possible, when they are required to
work overtime.

Section 3. (a) The Union recognizes the need for shift work and weekend work in
order to provide for continuous operation, and overtime rates will apply as set forth in
Article XII, Section 2.

(b) An employee who is transferred from his regular shift to another shift shall be
notified of said transfer at least 24 hours prior thereto.

Section 4. (a) Employees called out for other than planned overtime shall be paid
a minimum of four hours at the appropriate overtime rate. Travel time of one-half hour
each way will be allowed on a call-out when such call-out exceeds four hours of
continuous work that is not contiguous with a regular scheduled shift. Employees will not
be compensated for any travel time for planned overtime; or on a call-out when the
employee is not released from work before his regularly scheduled shift; nor will travel
time be allowed when overtime is worked continuously at the end of a regularly scheduled
shift.
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(b) Planned overtime shall be defined as time worked upon notice to an employee
given before leaving his headquarters or place of reporting, or in case of an off-day,
during or before what would have been his scheduled hours on that day, that he is to
report outside of his regular schedule on any succeeding day. Such time worked shall be
paid for at the appropriate overtime rate but not for less than four hours unless such
planned overtime extends into or directly follows the employee's regularly scheduled work
day, when it shall be paid for at the appropriate overtime rate for the actual hours worked.

Section 5. (a) Employees working two hours or more in excess of their normal
work day, shall receive a meal, or compensation in lieu thereof, and an additional meal, or
compensation in lieu thereof, after each additional five hours of continuous overtime work
over and above the original two hours mentioned above.

(b) Employees called out on either their scheduled off day, or four or more hours
before his regularly scheduled starting time, shall be furnished a meal, or compensation in
lieu thereof, for each contiguous five hour interval worked even though he works into his
regularly scheduled work day.

(c) The meal compensation allowance referred to above shall be as follows:

Effective May 11, 2015 — March 31, 2019
$11.25

Section 6. It is further agreed by the Company that any manual employee
temporarily advanced to a higher classification shall receive the minimum rate of pay
applicable to that classification if such work is for four hours or more. If such work is for
more than four hours the employee shall receive the minimum rate of pay applicable to
that classification for the remainder of the normal day worked. In the administration of
this section of the Agreement, a temporary assignment shall be construed to mean any
job assignment which is not expected to continue for more than 90 consecutive days.

Section 7. (a) Employees in this bargaining unit temporarily assigned to a
supervisory position outside the bargaining unit for four hours or more, shall receive $1.50
per hour above the maximum rate of pay of either their job classification, or the highest
rated job classification they supervise, whichever is greater. It is expressly understood
that employees temporarily assigned to a supervisory position shall direct the flow of work
and oversee the assignment and completion of work in accordance with applicable
policies and procedures in the department. However, they shall not have any
responsibility for making hiring decisions, issuing evaluations or discipline, or moving
work currently performed by other bargaining unit members into or out of any department.

(b) Employees promoted to a job outside the bargaining unit and who return to the
bargaining unit within six months, shall retain all classified seniority accumulated up to the
date of their promotion. If employees who were in a job outside the bargaining unit for
more than six months, return to the bargaining unit, they will be placed in a starting job
classification and receive a classified seniority date behind all employees. No employee
may return to a bargaining unit job classification if, as a result, an employee represented
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by the Union would be laid off.

ARTICLE Xill

Section 1. (a) The Company agrees that upon his or her return to work from
iliness or disability, consideration will be given to the employee's physical condition, and,
if possible, a less vigorous type of work will be granted at no reduction in the employee's
regular pay for a temporary period to be determined by the employee's and the
Company's physicians.

(b) If an employee with 15 or more years of service becomes physically unable to
satisfactorily and safely perform the regular duties of his classification, an effort will be
made by the Company to find work of a less strenuous nature for which he is qualified
and to which the employee will be retrogressed. The employee's wage rate will be
reduced by an amount equal to the semi-annual merit increase for the employee’s job
classification at the time of the assignment to a job of a lower classification and at six
months' periods will be reduced by an amount equal to the semi-annual merit increase for
the employee’s job classification until the employee's wage rate is equal to the maximum
wage rate of the job classification to which he has been retrogressed.

(c) If an employee with 10 to 14 years of service becomes physically unable to
satisfactorily and safely perform the regular duties of his job classification, he may request
a demotion to a lower classification requiring work of a less strenuous nature for which he
is qualified to perform. If such a demotion is granted by the Company, the employee will
be assigned to a lower classification and will have his wage rate red-circled until it is
equal to the maximum wage rate of the job classification to which he has been demoted.
Employees whose wages have been red-circled and who subsequently achieve 15 years
of service will become retrogressed in accordance with paragraph (b) above.

(d) If an employee with less than 10 years of service becomes physically unable to
satisfactorily and safely perform the regular duties of his job classification, he may request
a demotion to a lower classification requiring work of a less strenuous nature for which he
is qualified to perform. If such a demotion is granted by the Company, the employee will
be assigned to a lower classification and will have his wage rate established at the
maximum wage rate of the job classification to which he has been demoted.

Section 2. Injured employees who are unable to work because of an industrial
accident will be paid a supplement in an amount equal to one half of the difference
between what he/she would have received at regular work and the amount received as
compensation for such injury, for a period not to exceed 26 weeks. This supplemental
industrial accident compensation will begin after the initial seven calendar day waiting
period and will continue for not more than 26 weeks of continuous disability. If, however,
an industrial accident disability continues for two or more weeks, the employee will
receive this supplemental industrial accident compensation for the initial seven day
waiting period.
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Section 3. 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 the employee is entitled to receive regular pay for not more than the
indicated number of consecutive working days, including the day of the funeral. No pay
will be granted for regular scheduled off days.

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

Spouse or Domestic Partner 7 5
Child/Step/Foster 7 5
Mother/Step/Foster 7 5
Father/Step/Foster 7 5
Brother/Step 7 5
Sister/Step 7 5
In-Laws (father, mother, 5 3
brother, sister, son or
daughter)
Grandchild/Step 5 3
Grandparent/Spouse’s 4 2
Grandparent

If an employee has reported to work and is notified of a death in the family and leaves the
job, the day will not be charged as one of the consecutive working days for which the
employee is entitled to receive regular pay.

ARTICLE XIV

Section 1. The Company agrees to erect bulletin boards at locations to be
selected by the Union and the Company. The use of these boards is restricted to the
following: notices of Union meetings, notices of Union elections, notices of changes
within the Union affecting its membership, and any other notices issued on the letterhead
of the Union and signed by the President and Secretary of the General Board. There
shall be no other general distribution or posting by the members of the Union of
pamphlets, or political literature of any kind, except as herein provided.

ARTICLE XV

Section 1. Any member or members not to exceed three members elected or
employed by the Union whose duties for the Union require their full time shall be granted
a leave of absence by the Company for six months and additional six months' periods
thereafter, provided that each member is from a different promotional sequence or that
the Company has granted permission for two members to be from the same promotional
sequence. On return to the employ of the Company, such employees shall be employed
at their previous classification or other higher classification within this unit for which they
may be qualified.
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ARTICLE XVI

Section 1. (a) The Company agrees to notify the Union of the contemplated hiring
of any outside contractors to do work normally performed by regular employees covered
by this Agreement. Such notification will be given if it is contemplated that the work will
be in excess of 2,000 man-hours.

(b) It is the sense of this provision that the Company will not contract/outsource
any work which is ordinarily done by its regular employees if as a result thereof, it would
become necessary to lay off any such employees.

Section 2. (a) Each employee shall have a specific headquarters for reporting
for work. However, the right of the Company to effect transfers and reassignments to
properly run its business is recognized.

(b) When it is necessary to temporarily assign employees to a headquarters A-1
other than their own or to a job site reporting location that is further from their home than
their regular headquarters, these employees will be paid mileage at the prevailing rate
based on the additional round-trip mileage employees are required to drive. No mileage
compensation will be paid for the temporary assignment if the other reporting location is
closer to the employee’s home. Employees reassigned (non-temporary assignment) to
a different headquarters will be paid mileage compensation during the first fourteen
calendar days of the reassignment.

(6]

(c) When an entire work group is assigned to a new headquarters, paragraph (b)
of this Article shall not apply.

(d) Job site reporting and other temporary assignments will be offered on a
voluntary basis. If there is an insufficient number of volunteers, assignments will be
made on a junior qualified basis. When assigning the junior qualified, unusual or
extenuating circumstances will be taken into consideration.

(e) Employees may be assigned to drive Company vehicles from and to the job
site from home or sites close to home. If Company vehicles are used in such a manner,
the mileage provisions for job site reporting are not applicable. An option to the mileage
provision is that employees may, during a job site reporting assignment, pick up and
return a Company vehicle to their regular headquarters, provided travel is on their own
time.

ARTICLE XV

Section 1. Witness Fees. Regular pay and reasonable or required expenses will
be allowed employees who may be summoned or requested to testify for the Company.

Section 2. (a) Employees required to serve on a jury shall be compensated on

the basis of their regular salary. Employees must report to work during the working hours
when they do not need to be present for jury duty.
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(b) An employee working on either a night or afternoon shift at a time when he is
scheduled for jury duty, who is unable to postpone the jury duty until a time when he will
be working on a day shift, may request the Company to assign him to a day shift
schedule. Such a request must be made at least seven working days before the jury duty
service is scheduled to begin. When the term of jury duty for such an employee has
ended, he shall return to his normal working schedule.

ARTICLE XVili

Section 1. RETIREMENT INCOME PLAN: (a) Eligible Union employees hired or
rehired before January 1, 2016 will participate, or continue to participate, in the existing
Cinergy Corp. Union Employees’ Retirement Income Plan (the “Retirement Income
Plan”); provided, however, that effective January 1, 2009, the cash balance feature
provided under the Retirement Income Plan shall be amended to provide that all future
pay and interest credits provided thereunder to eligible Union employees will mirror the
pay and interest credits provided as of the date of this Agreement under the Duke Energy
Retirement Cash Balance Plan (i.e., 4% - 7% depending on age and years of service),
and as further amended under the terms set forth in the April 15, 2015 Letter Agreement
titled “Amendment to A58 Retirement Plan Agreement. Employees hired or rehired on or
after January 1, 2016 will not be eligible to participate in the Retirement Income Plan.

(b) ltis agreed that the Company will not reduce the benefits and the Union will not
request any change in the Retirement Income Plan until the expiration of the Agreement
on April 1, 2019.

ARTICLE XiX

Section 1. Any insurance benefit plans under the Duke Energy Health & Welfare
Benefit Plans not specifically referenced elsewhere in this Contract (i.e. life insurance,
supplemental, accidental death and dismemberment and dependent life insurance) that
the Company maintains and/or implements for the general non-unionized employee
population shall also be provided to the bargaining unit employees at the same benefit
levels, costs and plan design structure as for the non-unionized employees. The
Company has the right to add, eliminate, and alter or to make any other changes to these
insurance benefit plans or the employee costs for the plans, consistent with any changes
it makes for the general, non-unionized employee populations.

ARTICLE XX

Section 1. HOSPITAL AND MEDICAL PLANS: (a) Health care coverage shall
consist of the specially negotiated EPO Plan and shall remain in effect for the term of
the 2008 — 2012 Contract. All terms of the specially negotiated EPO Plan, regarding
plan design, covered services, premiums and other employee costs, shall be in
accordance with the 2008 negotiations letter of agreement entitled “Health Care
Benefits.”
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(b) Any other health care plans (medical or dental) that the Company unilaterally
implements at its sole discretion for the general non-represented employee population
shall also be provided to the bargaining unit employees at the same costs and plan
design structure as for the non-represented employees. It is expressly understood that
the right to add, eliminate, and alter or to make any other changes to these health care
plans or to employee costs for the plans, is reserved to the Company.

(¢) The Company's part of the premium will continue to be paid while an employee
is receiving illness or accident compensation provided the employee was covered by
such a contract immediately prior to their sickness or industrial accident.

ARTICLE XXI

Section 1. The level of benefit coverage within the medical, dental, flexible
spending accounts, basic and additional life, long-term disability, and pension plans will
remain substantially equivalent to the coverages mutually agreed upon during
negotiations.

ARTICLE XXIl

Section 1. (a) Eligible Union employees will participate or continue to participate in
the existing Duke Energy Retirement Savings Plan (the “RSP”); provided, however, that
(i) for eligible Union employees in the Cinergy Traditional Formula under the Cinergy
Corp. Union Employees’ Retirement Income Plan (Retirement Income Plan), the
matching contribution formula (rate and definition of eligible compensation) under the
RSP will continue to be the formula in effect prior to January 1, 2009 (i.e. 100% match on
pre-tax and Roth 401(k) contributions up to 3% of the participant's eligible pay, 50%
match on the pre-tax and Roth 401 (k) on next 2% of the participant’s eligible pay, and an
incentive match based on the attainment of corporate goals established by Duke Energy),
(ii) for all other eligible Union employees, the matching contribution formula rate (rate and
definition of eligible compensation) under the RSP will mirror the matching contribution
formula provided under the RSP for all eligible union employees other than “Cinergy
Traditional Employees” as of the date of this Agreement (i.e. 100% match on pre-tax and
Roth 401(k) contributions up to 6% of the participants eligible compensation, with no
incentive matching contribution opportunity), and (iii) for eligible Union employees who
are not eligible for the Retirement Income Plan on or after January 1, 2016, the RSP shall
provide the employer retirement contribution formula (rate and definition of total pay under
the RSP that mirrors the employer retirement contribution formula provided for all
participants who are not eligible to participate in a defined benefit pension plan (i.e.4% of
total pay) as of the date of this Agreement.

(b) The RSP is contained in the existing Duke Energy Retirement Savings Plan as

amended and restated effective January 1, 2014 and as amended by an amendment
dated December 19, 2014.
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(c) The Company hopes and expects to continue the RSP indefinitely, but must
reserve the right to alter it or discontinue Company contributions to it for a time.
However, under no circumstances shall any part of the corpus or income held by the
Trustee of the RSP be recoverable by the Company or be used for or diverted to any
purposes other than for the exclusive benefit of the employee participants or their
beneficiaries as provided in the RSP.
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