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* --- - -. - " 

0 Check for spelling/ grammatical 
mistakes and cosmetic 
problems. 
Changes should be sent back to 
the department that prepared 
the page. Make sure that ail 
reviewers have signed off on the 
completed pages. A list should 
be maintained on how items 
were resolved. 

------ 
Coordinator(s) 

following should be discussed with 
the print shop: 

Date the reports will be 
available for printing. 
Adequate paper supply on hand 
for covers and other pages. 

-"-- -- ----- -"---*"... --*..---- --- [----- 

I~eneral Accounting I~oordinatorfs) ... 115. Send to print shop for printing. 
--" - -- - ----- - .. . -- -- .........I_. .---11 --- ---- 

[Eeneral Accounting -- '"-[~Grdinator(s) 116. Ensure final report is .., 
I  appropriately copied. 1 .-.-....---..-.---....-"-. --.,,..-.-..- . .--,.. r.--"--.-. ---....---. 

kenera1 Accounting kordinator(s) 117. File copies with the federal and/or 

I ..,.. 1 -,... ...---.. Istate regulatory commission. - .---- -- -..-..-- ,-..--,------ --.--- . .... . . . 

[~eneral Accounting poordinator(s) 118. Send out mass mailing. -_____ .-.__l-- _-_- -p---*--**.-- ...... 
i~eneral Accounting pordinator(s) F9. Complete support binders. 
....... .... _.__.,.__ -....., . .. -.. . ........... 

Preparer's Process 

-__- ---_ _I ---.."". - ---- 
~DEPARTMENT *--- "--_ -- ~RESPONSIBILI~ [ACTION - I  ".__- -- ----. "- - -  ̂ ^ _ . - --I I "". - . -- . - " ." 

P Departments I Preparer I 1. Read the instructions for the page 
to determine what infarmation is 

1 I lrequired by the federal and/or state 1 
I lreguiatory commission. I 

I /mistakes and complete page checklist. I - _ _ _  - --?"----- - --.- -. 
hll Departments 1- ( 5 X t o  the data input person to be i I 

All Departments \Preyarer 
i 

1 1 - lentered into the specified software. " - _ _ -  _-"---_.,.__." ------ .. I-l . .... -."--..-------..-"-... ,-."-----, I 

2. Run the necessary reports to obtain 

i r the required information. -.-. "-.-_"_--, -,--- - . ... ...... ......... 

All Departments I r parer 3. Perform necessary tie-outs, footing 1 and reasonableness . checks. 
,--_ __----.-_  ̂ .--._-__-, ...... 

FGparer r ~ h e c k  for spelling / grammatical 1 
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Data Input Process 
". * . . - - " .- . .- - 

/DEPARTMENT % RESPONSIBILITY -- -..----- (ACTION - -- - -. - ..-- "-" - ------ 
Data Input Person is needed on the 

software, please contact the 
coordinator. 

software package. 

v e r e  footing. 

All Departments Data lnput Person 4. Give the copy of the page, along 
with the back-up, to the reviewer. 
Note: The preparer nttd tlle data ifzpu t 
person are usually flze same. ---- - 

Reviewer's Process 
. - . - ---. 

information is required by the federal 

tie-outs, footing, 

_ _-_ _ . _  ___ __ ___---_-__- _ _  I_...______I_ ---- ---------- 

Training and Documents 

Training: 

The report coordinator should ensure that any training needed for persons 
who will be inputting information into the software is provided. 

Additional Documents: 

k 

Who Should Know 



Regulatory Reporting 

Corporate Accounting 
External Reporting 
Tax 
Fixed Asset Accounting 
Payroll 
Gas 
Fuels Accounting 
Corporate Secretarial 
Rates 
Billing 
Transmission and Distribution 
Legal 
Energy Trading Accounting 
Control Area Operations 
Fuels and Emission Allowance Accounting 
Treasury 

Related Information 

Documentation & Retention Standards for Reports Policy 

Review of Regulatory Reports Policy 

4 

Contacts 
i 

FERC - Federal Energy Regulatory Commission 

" " " . - .  " " .  - "  " - -  --" " " 

'NAME 
As assigned . 

ROLE 
Coordinator 

DEPARTMENT 
---- 

General Accounting 

%ott Field l~u~ervisor  
-I 

External Reporting ------ " A-......-.  wen^--- -Iizz&F-------- [ G e n e r s l A c t i n g  
-*-. ._ __.__--- _.-. .L"_X.I- - 1- *- ..-_..- -- -I l s n - - - -  ----i~aordinator [~ccoun t in~  Research ---- i 

I F s h e ~ ~ a r d  [ ~ a n a ~ e r  ( ~ c c o u n t i n ~  -- Research --- -"-J --- 



Regulatory Reporting 

Cnse No. 2006-00172 
KyPSC-DR-01-004 

Page 504 of 1026 

Form 1 - Form required to be filed by major electric utilities with FERC and/or 
state regulatory commissions, which is designed to collect financial and 
operational information. 

Form 2 - Form required to be filed by major gas utilities with FERC and/or state 
regulatory commissions, which is designed to collect financial and operational 
information. 

Form 2A - Farm required to be filed by each Non-Major Natural Gas Company 
with the FERC, which is designed to collect financial and operational 
information. 

Form 3 4  - Supplements Annual Report Forms 1,2 and 2-A and is submitted for 
each Major and Non Major Electric and Natural Gas Company. 

PUCO - Public Utilities Commission of Ohio - Reports filed with PUCO are The 
Cincinnati Gas & Electric FERC Form 1 (with supplement of PUCO - basis pages) 
and PUCO versian of Form 2. 

KPSC - Kentucky Public Service Commission - Reports filed with KPSC are The 
Union Light, Heat & Power FERC Form 1 and 2. 

IURC - Indiana Utility Regulatory Commission - Reports filed with the IURC are 
FSI Energy Form 1 and Lawrenceburg Gas Annual Report. 

Kick-off meeting - A meeting held before year-end with all major departments 
supplying information for Form 1,2, and 2A. 

Revisions. 

The following revisions are effective 01/ 01/02: 

Update policy for personnel changes 
* Reference to WHG&E reporting requirements removed 

The following revisions are effective 01/ 01 / 05: 

0 Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 

The following revisions are effective 09/01/05: 

Update policy process ownership to General Accounting 
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Reconciliation & Analysis of Accounts 
Functional Area: General Accounting 

Sarbanes-Oxley Category: High Level Controls 
Process Owner: Gwen Pate 
Effective Date: 08/01/98 
Revised Date: 09/ 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

L- d 

Policy Statement 
i 

This policy addresses account reconciliation and analysis for all accounts as 
specified, except for intercompany accounts, which are addressed in a separate 
policy. 

An account owner (e.g., the department/individual responsible for reconciling 
the account) shall be established and maintained for each account. The New 
Account Set-up & Definition (Account Standards) policy defines the account 
standards. 

Effective January 1,2005, all new Balance Sheet accounts for all corporations 
shall be reconciled at least once per quarter, or more frequently as determined by 
the account owner. All Balance Sheet accounts existing as of January 1,2005, that 
are reconciled on an annual or semi-annual basis shall be transitioned to a 
reconciliation frequency of quarterly or monthly by September 30,2005, During 
the transition period, all balance sheet accounts with a reconciliation frequency 
of annual or semi-annual must be reconciled at least once during the current 
calendar year. Fur example, an account that is currently reconciled on an annual 
basis must be reconciled prior to December 31,2004. A reconciliation completed 
in January 2004 relating to December 2003 balances is not acceptable under this 
policy. The Controller must authorize, in writing, any exceptians to this policy. 
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Each account's reconciliation should be reviewed by a peer, supervisor or 
manager to the person preparing the reconciliation at least annually, or more 
frequently as considered necessary by the manager based on his/her assessment 
of the risks/materiality of the account. The assessment of reviewer (manager, 
supervisor or peer) and the review frequency should be documented and 
approved by the manager. 

7 

Reason for Policy 

Timely and effective Balance Sheet account reconciliations &at have been 
appropriately reviewed and approved in accordance with Company policy 
provide assurance of financial statement integrity. The proper completion and 
review of account reconciliations is also very important as it relates to the 
Company's Sarbanes-Oxley (SOX) Section 302 quarterly certification effort and 
the Company's SOX Section 404 assertion process. 

Account ownership as defined in New Account Set-up & Definition (Account 
Standards) policy provides the following benefits: 

0 To ensure responsibility for accuracy of data within an account is held by 
those closest to the transactions 
To increase control of accounts 
To clearly define ownership of accounts providing a single source for 
information regarding the accounts 

L 

Process Flows 
r 

Reconciliation & 
Anatysis Process Flo~  

b 3 

Process Description/Narrative 
r 

Account reconciliation is a basic control to ensure the integrity of financial 
information. Account reconciliations not only provide assurance that financial 
information is fairly stated; they also provide a mechanism to timely identify and 
correct any process or control problems. Additionally, the requirement of SOX 
that a public company's management certify to the accuracy and reliability of the 
company's financial statements on a quarterly basis increases the importance of 
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' proper and timely account reconciliations that have been appropriately reviewed 
and approved. Account reconciliations are required to be completed in 
accordance with this Cinergy Corporate policy. 

Effective January 1,2005, all new Balance Sheet accounts for all corporations 
shall be reconciled at least once per quarter, or more frequently as determined by 
the account owner. The Controller can make exceptions to this requirement. The 
account owner must submit a detailed listing of accounts for which they are 
requesting an annual or semi-annual reconciliation frequency to the Controller. 
The account listing should include the Account Number, Corporation, 
Description of the Account, the Last Reconciled Date and the Reason why the 
account does not need to be reconciled mare frequently than annual or semi- 
annual in order for the quarterly financial statements filed with the SEC to be 
properly stated. The Controller must document approval of the request in 
writing. The approval document should be maintained in the account 
reconciliation files. 

All Balance Sheet accounts existing as of January 1,2005, that are reconciled on 
an annual or semi-annual basis shall be transitioned to a reconciliation frequency 
of quarterly or monthly by September 30,2005, unless an exception from the 
Controller has been obtained. During the transition period, all balance sheet 
accounts with a reconciliation frequency of annual or semi-annual must be 
reconciled at least once during the current calendar year. For example, an 
account that is currently reconciled on an annual basis must be reconciled prior 
to December 31,2004. A reconciliation completed in January 2004 relating to 
December 2003 balances is not acceptable under this policy. The account owner is 
responsibIe for assessing risks associated with his/her accounts and assigning an 
account reconciliation frequency based upon this assessment. Accounts deemed 
"high" risk should be reconciled monthly, while accounts considered "low" risk 
can be reconciled less frequently (i.e., quarterly). Risks considered by the account 
owner include the following: 

Account balance, 
* Nature of account, 
* Volume of transactions, 

Account balance variability, 
Complexity of .transactions, 
Regulatory impacts and 
Audit impacts. 

Account owners should also consider any other risks they deem appropriate 
when determining account reconciliation frequency. 
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'Each account's reconciliation should be reviewed by a peer, supervisor or 
manager to the person preparing the reconciliation at least annually, or more 
frequently as considered necessary by the manager based on his/ her assessment 
of the risks/rnateriality of the account. The assessment of reviewer (manager, 
supervisor or peer) and the review frequency should be documented and 
approved by the manager. 

In reconciling accounts, the typical focus is on reconciling the account balance as 
of a period in time, typically accomplished by comparing the "should be" balance 
per the supporting documentation to the recorded G/L balance per General 
Ledger reports and investigating and resolving any differences. 

An account cannot be effectively reconciled if only the transaction activity is 
reviewed, as missing transactions or other problems may not be identified. The 
focus of all Balance Sheet account reconciliations should be on the "should bet1 
ending balance, rather than on the General Ledger transactions. However, there 
are certain types of accounts (sweep accounts or clearing accounts for example) 
for which it is more appropriate to reconcile expected activity for the period to 
actual activity that occurred rather than attempting to reconcile a balance at a 
specific point in time. In all instances where "activity" based reconciliation is 
performed, the workpapers should include the manager's approval of the 
reconciliation methodology. 

Upon completion and review of the account reconciliation, adjusting journal 
entries are to be recorded to properly state the G/L balance as necessary. The 
"Last Reconciled Dateu field in the BDMS account table is to be updated to ensure 
that the most recent account reconciliation data is reflected in the system. 
Accurate and timely updating of this field is important as Accounting 
management relies on it for various periodic reporting requirements. The 
account owner should then prepare any analysis as requested by Accounting 
Management and internal or external auditors. 

Individual department managers are responsible for ensuring that accounts 
owned by their department are reconciled in accordance with this Cinergy 
Corporate policy. The manager's responsibilities include: 

1. Developing a specific account reconciliation policy for the department, 
which includes: 
a. How frequently individual accounts must be reconciled (e.g., monthly 

or quarterly), 
b. Any approved exceptions to the monthly or quarterly reconciliation 

requirement, 
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c. The level and type of supporting documentation required to be 
maintained as backup to the reconciliation, 

d. How frequently account reconciliations must be reviewed (e.g., 
monthly, quarterly or annually), 

e. Process for designating who must review account reconciliations (Peer, 
Supervisor or Manager), and 

f. Process for investigating and resolving unreconciled amounts. 
2. Communicating department policy to employees 
3. Providing training on preparation and review of account reconciliations to 

employees 
4. Monitoring of account reconciliation process on a monthly basis to ensure 

that: 
a. Accounts are appropriately reconciled in the timeframe designated for 

that account, 
b. Account reconciliation reviews are occurring in accordance with the 

department policy (Item 1 above), 
c. lnvestigation and resolution of unreconciled amounts are being 

appropriately handled, and 
d. Designations of account reconciliation preparers and reviewers are 

appropriate, especially when changes occur (i.e., new personnel, new 
accounts, etc.), 

Preparers of account reconciliations are responsible for the following: 

I. Understanding the purpose of the account, the types of transactions in the 
account and the dollar values of those transactions 

2. Understanding department policies on account reconciliations, including: 
a. How frequently individual accounts must be reconciled, 
b. Level and type of supporting documentation required to be 

maintained as backup to the reconciliation, 
c .  How frequently account reconciliations must be reviewed, 
d. Process for designating who must review account reconciliations and 
e. Process for investigating and resolving unreconciled amounts. 

3. Participating in training on preparation and review of account 
reconciliations 

4. Reconciling accounts in accordance with this Company Policy in the 
timeframe. designated 

5. Updating tracking system when an account has been reconciled 
6. Notifying reviewer that account reconciliation has been prepared 
7. Providing account reconciliation and backup documentation to reviewer 
8. Documenting and resolving unreconciled amounts 
9. Notifying reviewer ar department manager of significant issues associated 

with the account reconciliation 
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4 

Frequently Asked Questions 
A 

Q1. What is the difference between reconciling a Balance Sheet account and 
analvzing a Balance Sheet account? 

A. The purpose of account reconciliation is to verify that the ending account 
balance is accurate. Through this process missing, misposted, and erroneous 
transactions are identified and correcting entries are initiated. Generally, the 
purpose of an account analysis is to determine why the account balance has 
changed from some prior time period or to explain the nature of the transactions 
comprising the balance. 

Q2. What are the responsibilities of a department owner and an account 
owner? 

A, Each department owner is responsible for ensuring that an effective account 
reconciliation process is in place for each Balance Sheet account owned by 
his/her department. The account owner's responsibilities include ensuring the 
accuracy of the ending account balance and initiating, in a timely manner, any 
correcting entries needed due to missing, erroneous or misposted transactions. 
The account owner is also responsible for ensuring that the account 
reconciliation data in the Account Reconciliation Database is accurate and 
updated promptly. See Process DescriptionjNarrative section above. 

43.  Haw can I obtain information re~arding - the account reconciliation status 
of m y  Balance Sheet accounts? 

A. The "Account Reconciliation Database" was designed so that all account 
owners can obtain information at any time regarding the status of their account 
reconciliations. User's Guides associated with the Account Reconciliation 
Database have been developed and can be accessed under the "Training and 
Documents" section of this procedure. In addition, Accounting has developed an 
ad hoc report that evaluates the reconciliation status of each account. A User's 
Guide for generating this report has been developed and can be accessed under 
the "Training and Documents" section of this procedure. 

Q4. What documentation should be included in the Account Reconciliation 
workpapers? 

A. Account reconciliation workpapers will vary from account to account. At a 
minimum, each account's workpapers should include the following: 
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a. Business purpose of account 
b. Nature of charges to the account 
c. Amortization period, if applicable 
d. Related accounts 
e. Key contact person/department 

Reconciliation Data 

a. Date reconciliation and manager/supervisor/peer review performed 
b. Individual performing reconciliation and the manager/supervisor/peer 

approving the reconciliation 
c. Support for "should be" ending account balance, including documentation 

supporting how the account balance was reconciled 
d. Reconciling items identified 
e. Date, method, individual resolving reconciling items 
f. Reconciliation reviewer and review frequency assessment 
g. Manager approval of "activity" based reconciliation, as applicable 

The following Key Account Documents, as applicable to the account being 
reconciled, should be retained with the account reconciliation workpapers as 
independent evidence supporting the account balance. This list is not all- 
inclusive: 

a. Agreements (merger, partnership, joint owners, purchase, license, loan, 
lease, noncompetition) 

b. Contracts (coal, fuel oil, employment, customer, construction) 
c. Rate orders 
d. Bank statements 
e. Registration statements 
f.  Filings 
g. Company policy or accounting research documents 
h. Order or production backlag dacuments 
i. Trademarks and tradename documents 
j, Use rights, such as drilling ar minerals, documents 
k. Initial journal entry of purchase of acquired entity, including goodwill 

amount 
1. Financial statements of acquired entities before purchase and at 

acquisition date 
m. Statements (broker, investment account, trustee account) 
n. Actuarial Reports 
o. Billings and Invoices 
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p. Request for Payments 
q. Check Registers 
r. Vouchers 
s. Insurance Policies 
t. Verified Insurance Deduction Forms 
u. Benefit Plan Documents 
v. Applicable IRS Rules 
w. Articles of Incorporation 
x, Subscription for Shares 
y. Minutes 
z. Authorizations (Board of Director, Investment Committee) 
aa. GAAP 

The workpapers should also include any other documentation deemed necessary 
to support the appropriateness of the ending account balance. 

Q5. Is there a standard Account Reconciliation Worksheet that I can use to 
reconcile mv Balance Sheet accounts? 

A. While a "formal" account reconciliation worksheet slzould be developed and 
utilized, the worksheet will vary from account to account. Attached to this 
procedure is an example of a worksheet.   he worksheet should clearly document 
how the "should bet' account balance was determined, rather than repeat General 
Ledger information. To the extent the General Ledger balance differs from the 
"should be" balance, the worksheet should cIearly identify the nature/source of 
each reconciling item. The worksheet should provide an "audit trail" to source 
documents, where appropriate. 

Q6. How should the business purpose of the account, natwe of charges to the 
account, key contact individuals, kev documents and related accounts be 
documented? 

A. Tlzese items should be included in either the account reconciliation worksheet 
or on a separate workpaper filed with the account reconciliation worksheet. 
(Please see the attachment to this procedure for an example of these items on the 
account reconciliation worksheet.) The descriptions of the business purpose of 
the account and of the nature of charges to the account should be detailed 
enough to provide an effective transfer of knowledge relating to the account. 

Q7, Wow do I obtain the current month account balance? 

A. In Hyperion, you can run an ad hoc query, a G/L Report or a G/L Account 
Balance query to obtain the current balances. The closing calendars distributed 
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each month by e-mail from General Accounting will tell you when the final 
entries have been posted for the month. 

Q8. What if my records don't agree with the end in^ - balance from Hyperion? 
How do I determine what the differences are? 

A. You could run an ad hoc query, a G/L Report or a G/L Account Balance 
query to obtain the detailed transaction information. 

Q9. How shouf d reconciling items be handled? 

A. Reconciling items should be identified, researched and resolved in a timely 
manner. The nature and resolution of these items should be documented on the 
account reconciliation worksheet. Each department should establish a formal 
policy relating to the timely resolution of reconciling items. These departmental 
policies should include such considerations as materiality thresholds for 
investigating reconciling items, appropriate reviews and approvals of reconciling 
items, appropriate timelines for investigating and resolving reconciling items, 
etc. The end result is that a reconciling item should either be confirmed as an 
appropriate transaction for this account or a correction should be made to move 
it to the appropriate account. 

(210, I've found a transaction that I think was booked to rnv account in error. 
Wow do I determine what this transaction is for and how to fix it? 

A, The detailed transaction information from Hyperion can tell you where the 
transaction came from. For example, if the transaction was a payroll charge, you 
could call the Payroll department for more information. If the transaction was a 
journal entry, you could obtain a copy of the entry from the Journal Entry Tool 
using the Browse feature. Asking questions of the person who submitted these 
entries will help you determine if the charge is really an error. 

Qll. If an account owner relies upon the reconciliation activities of others, 
such as a foreim subsidiary, how should the account owner handle the 
account reconciliations? 

A. Normally, this situation arises in those instances where the account owner is 
not reconciling the ending balance but instead is confirming that Cinergy system 
amounts tie ta financial statement information provided by a subsidiary. The 
subsidiary is responsible for reconciling the subsidiary General Ledger accounts. 
The account owner should monitor/review the reconciliation activities of the 
other office for appropriateness. The account owner/ department is still 
responsible for ensuring the accuracy and appropriateness of transactions even if 
recorded in detail by others. The reconciliation workpapers for the account 
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'should include the reconciliation worksheets from the other office to support the 
appropriateness of the ending account balance. 

412, Are there additional tasks that should be performed as part of the 
reconciliation process? If so, what are thev? 

A. Yes. The following tasks should be performed as part of the reconciliation 
process: 

Review accounts on a monthly basis for inappropriate charges, including 
researching "asset" accounts that inappropriately reflect a "credit" balance 
and "liability" or "equity" accounts that inappropriately reflect a "debit" 
balance. 

* Review accounts on a monthly basis for inappropriate or unexpected 
balance changes. 

* Review accounts on a periodic basis (no less frequently than quarterly) to 
ensure appropriate Balance Sheet classification. 
Update the Account Reconciliation Database for changes in personnel 
under the Individual Account Owner field. Additionally, the "last 
reconciIed date" reflected in the database associated with each account 
should be reviewed monthly for accuracy. 

* Review accounts on a periodic basis (no less frequently than annually) to 
ensure that all accounts with a zero balance that no longer have a business 
purpose are stopped and closed (see Stopping & Closing Balance Sheet 
Accounts policy). 
Review reconciliation and review frequencies assigned to each account on 
a periodic basis for appropriateness. 
Review risks assigned to each account on a periodic basis for 
appropriateness. 

413. Who can I contaft if I have questions such as how to reconcile an account 
or whv an account was assigned to my department? 

A, General Accounting (contacts listed below) can assist you. 

Procedure 

Develop Policies for Reconciliation of Accounts 

----. 
communicate the 

following to department: staff -- - . - - *, .. . ---- - - 
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Reconciliation of Accounts (CoA.9) 

I' 

---- -"---"---- --- 
DEPARTMENT - - ~ % G O N S I B ~ L I ~  [ACTION r ---- -" ---- ""- .- -- - - - _ _ - - - - -  ---.- ------. .-- - - r Thcfollowitzg process is perfomled 

periodically in accordnnce wifk tlzis 
Company policy and as dehmtitted by  the 
jnpplicable nccorin fitzg matlager, to I 
lreconcile nil irrdioiduol asset, liability and / 

- - ,  - .* "-- - 

I r---- i lequity accourtts. -- - ----- -- -....-""--- - -- -.----- - ---- --- 
~Any Department -1~;ciliation Preparer [%ceneral Ledger reports for all 

" ,- 
Y 

responsible for account reconciliations 
for each account within the 
Department's responsibility: 

Department guidelines associated 
with minimum reconciliation 
documentation standards; 
Department gvidelines associated 
with resolving reconciling items; 
Department guidelines associated 
with account reconciliation 
activities (e.g,, "ending balance" 
versus "activity"); and 
Department guidelines associated 
with accounts where 
reconciliation activities of other 
departments (e.g., foreign 
subsidiaries, joint ventures, etc.) 
are relied upon. 
Department guidelines associated 
with review of account 
reconciliations ----- -- "" - - 

Reconciliation Preparer 2. Perform account reconciliations in jnliOlpj._l.i ---I accordance with applicable 

department reconciIiation guidelines 
and Corporate Policy. .-------- 

reconciliation 
review in accordance with applicable 
department reconcilia tion guidelines 
and Corporate Policy. 

I I lapp1icable accounts and obtain I 

i p t m e n t  Any Department Manager 4. Monitor department reconciliation 
activities. 

1 I Ibalance documentation. -------- .- ---- 1 ...----- - - - - -  *- --..--_-.-̂ ---------- - 

- -. ---...."-"" - 

Any Department I~econciliation Preparer 

&;rent balance for the account to be 
reconciled. 

2. Close sub-ledger, if applicable. 
A - _ _ - _  - ---_ .__."---" _ _ - - - - - -  . 

t ~ ~ ~ ~ e p a r t r n e n t  *-' ---keconciliation Preparer b. Obtain supporting "should be" 
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balance data 

10. Review and approve account 
reconciliation. 

--"-""-"-- - --- "- " -- - "" 

Update Account Reconciliation Database (CoA.9) 

I - lthe account balance ------A was reconciled. / - I 
Perform Analysis of Transactions (CoA.12) 

' -" ---- -_.___ -. .~.__-. . - -__ ---I- 

f ~ n y  Department i ~ i t m e n t  Employee p e r f o r m  analysis of transactions 1 
i 

- - 
1 '  land variance analysis on General I 

1 1 Il;edger account balances, as I 
I I Inecessary, to ensure accuracy. -- -- -. 

lklny Department l ~ e ~ a r t m e n t  Employee --Fnvestigate balance variances and 

I 
- - 

I lcreate carrecting entries as necessary. ----- - .-..--- -- -. ""-..--. 
/=Gent l ~ a n a ~ e r  b. Review and approve correcting 
I lentries as required. --- I - -  -*.- -- 1 
Perform Analysis of Financial Statement: Business Unit Review (CoA.13a) 

exception of minimum analysis 
required to support Legal Entity -. -- -"------. --- 

- -------- - --. - --- - -- ---- - 
DEPARTMENT -B ILITY [ACTION 1 r _ --_- . - _  -- _I-̂  ̂ . .---- -- -I- - - _*_-_i 

Department 

1 
Department Employee Unit specific Financial 

Statement analysis is at the discretion 
of the Business Unit, with the 
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Perform Analysis of Financial Statements: Legal Entity Review (CoA.13b) 

-- .----- ---- -" 

DEPARTMENT 
Any Department 1. Perform analysis of transactions 

and variance analysis on Genera1 
Ledger account balances, as 
necessary, to ensure accuracy of Legal 
Entity results. --- - . -- 

--- --.-- 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

------ ------- 
~EFAR~M'ENT -" -- -- .......-- I 

All accruals and reserves arc? included 
in the above processes. -- ------*- .---- --..-..------ " ----- 

Training: 

* Basic Data Literacy 
Advanced Data Literacy 

* Financial Analysis, Part 2 
Hyperion training documents (available online on the Finance and 
Accounting community page) 

Documents: 

* Examples of Account Reconciliation Worksheets 

Example 1 - Account Analysis Reconciliation Worksheet 
Example 2 - Balance Sheet Reconciliation Statement 
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Balance Sheet Acct 
Rec Tenpbte.xls 

Process to Update Account Reconciliation Database (short version) 
User's Guide Account Reconciliation Database 
User's Guide to Generating Reports from Accounting Data Set-up for the 
Account Reconciliation Database 

Who Should Know 

Controller 
Assistant Controllers 
Accounts Payable 

a Accounting Research 
Billing Services 
Business Venture Accounting 
Cinergy Solutions 
Cinergy Ventures 
Claims 
Commercial Gas Accounting (Houston) 

0 Commercial Power Accounting 
Corporate Cash Management 
External Reporting 
Fixed Asset Accounting 
Fuel & Joint Owner Accounting 
General Accounting 
Global Risk Management 
Human Resources 

0 International 
Inventory Services 
IT 
Management Reporting & Cost Accounting 
Misc. Accounts Receivable 
Oak Mountain Products 
Payroll & Benefits Accounting 
Rates 
Regulated Business Accounting 
RBU Financial Operations 
Shareholder Services 
Tax 



Reconciliation & Annlysis of Accounts 

Transportation Sewices 
0 Treasury 

Vestar 

Related Information 

New Account Set-up & Definition (Account Standards) Policy 

Stopping & Closing Balance Sheet Accounts Policy 

Policy (list intercompany accounts reconciliation policy when available) 

Contacts 
1 

- -" " - """ ..- " -  " - " "  - -  
t 

NAME ROLE DEPARTMENT 
Gwen Pate Manager - - Corporate Accounting 

Erica Glenn 
* " 

Coordinator Accounting Research -- -" 
Amy Sheppard /%:-- -.--...--- ~ ~ c c o u n t i n ~  Research ---- ------ 

Definitions \ 

Revisions 

The following revision is effective 8/ 1/ 99: 

Creation of Account Reconciliation Database in PBR 

The following revisions are effective 4/1/01: 

* Update for additional "Frequently Asked Questions" 
* Add analysis procedures 

The following revisions are effective $/I./ 02: 

Update for additional "Frequently Asked Questions" 
Update for revisions in procedures section 
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* The following revision is effective 11/1/ 03: I 

Update for department and personnel changes 

The following revisions are effective 7/1/01L: 

Update for revisions to policy impacting allowable account reconciliation 
frequencies 
Update to incorporate process flow and process description 

The following revisions are effective 01/ 01 / 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

The following revisions are effective 9/01/05: 

* Update for system changes to Hyperion that occurred 4/01/05 
Updated policy to require Controller authorization of accounts reconciled 
less frequently than quarterly 
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FASlO6 Postretirement Benefits 
Functional Area: General Accounting 

Sarbanes-Oxley Category: Payroll/Human Resources 
Process Owner: Gwen Pate 
Effective Date: 09/01/98 
Revised Date: 09/01 /05 

All accounting policies can be found on iPower as follows: 

Launch iPower 
Go to Accounting Policies and Procedures Community 

7 

Policy statement 

Cinergy will record all transactions relating to postretirement benefits other than 
pensions in the Company financial statements. 

To record employee benefit activity in the Company financial statements in 
adherence with.GAAP and regulatory requirements 

J 

eason for Policy 

I 

Process Flows 
J 

Process Descripition/Narrative 

a 

Cinergy provides heath care (i.e., retiree medical, dental, prescription drugs and 
Medicare Part B premium reimbursement) and life insurance benefits to eligible 
retirees. The substantive provisions of the retiree medical and dental benefit 
options are identical to those for active employees. Since January 1,1997, the 
retiree has paid a po~tion of the premiums based on each year of service and 
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Cinergy has subsidized the difference. The plan design, premium levels and 
Medicare Part B premium reimbursement levels vary for PSI retirees prior to 
January 1,1997 as well as active PSI employees who were 50 years or older as of 
January 1,1997. A grandfathered, frozen group of retirees and employees are 
eligible for life insurance benefits. For the remaining retirees and employees, 
retiree life insurance is no longer available. 

Cinergy accounts for its postretirement benefits other than pensions in accordance with 
the provisions of SFAS 106. Under SFAS 106 the cost of an employee's postretirement 
benefits other than pensions is recognized on an accrual basis over that employee's 
estimated period of service. Cinergy utilizes Hewitt Associates, a benefits consulting 
and actuarial firm, to value Cinergy's postretirement benefit plan obligations and to 
determine Cinergy's net periodic postretirement benefit cost based on estimates and 
assumptions agreed upon by Hewitt and Cinergy Accounting Management (Controller 
and Asst Controllers). The estimated annual expense is provided to Cinergy via ernail. 
Genera1 Accounting then sends this email to Human Resource representatives for their 
review of the reasonableness of the estimate. General Accounting requests a reply 
email from HR indicating their concurrence with Hewitt's estimate. If HR would 
disagree with Hewitt's calculation, Cinergy representatives would then conduct 
discussions with Hewitt contacts to resolve the dispute. 

The estimates are amortized using the straight line method over a 12-month 
period and recorded appropriately each month on journal entry PB270. The net 
periodic postretirement benefit cost is debited to the fringe benefits cost pool 
(account 184100) and credited to accrued postretirement health care (account 
228380) or accrued retiree life insurance (account 228300). See Cinergy Corp 
Policy Fringe Benefits Cost Pool - Annual & Periodic Studies Policy for 
additional information regarding the fringe benefits cost pool. 

In addition, see Cinergy Corp Policy Health Insurance Employee Contribution 
Policy for information regarding retiree contributions. See Cinergy Corp Policy 
Health Insurance Employee/Employer Allocations Policy for information 
regarding retiree claims and premiums. See Cinergy Corp Policy Health 
Insurance Claims Incurred But Nat Reported (IBNR) Policy for information 
regarding retiree health care claims incurred but not reported. 
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Capture information on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 
Cutoff transactions (CoA.5) 
."- - * -  --- " " " "  " -- " ----- " - - -- ." . . - - 

[DEPARTMENT /RESPONSIBILITY !ACTION 
1. Generate Actuarial ~ G o r t  and 
distribute to Cinergy Human 
Resources Department. Note: distribute 

.-. annually dziring the tlrird quarter. I -" - 

Identify error(s) in source documents and pushback for correction (CoA.3) 
Correct error@) in source documents (CoA.4) 

----. ---- --.---, ---. 
PEGRTMENT (RESPONSIBILITY [=N- ---- ---- --...- -- 
General Accounting 1. Review Actuarial Report for 
Human Resources reasonableness. Verify report reflects 

assumptions approved by Cinergy 

-- 

Prepare journal entries (CoA.6) 

------. --.----( --."*.----.-""----- ~DEPARTMENT [RESPONSIBILITY ~ACTION - - --------- 
net periodic postretirement 

from Actuarial Report 
allocations, Note: this 
be complete hj Day 2, 

Report 

-- -- "-" -.--------- -.---- " - " -  - -- -- - I 
d 

Identify errors in prepared journal entries (CoA.7a) 
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Correct errors in prepared journal entries (CoA.7b) 

/DEPARTMENT IRESPONSIBILITY --- -..----.- ....-..-.--... 

entry errors in JE 

Post journal enhies to BDMS 2.0 (CoA.8) 

--- - - --- ---- -__-_ _*_- -_...._-- - 
~ A R T M E N T  - - -  --- -- - . . - EONSIBILITY /;ACTION --- 
l~eneral Accounting /&n.ior Analyst It. Approve journal entries for 

/posting. 

will post all journal entries 
approved for posting, Note: this 
process should be coniplek by Day 2, 

- ------- !COD. 
-,-- -- * -- .---- -- 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11 

---.- ------ -- --"...--- --" ......e.."p--d 

DEPARTMENT ~SONSIBILITY. ~ C T I O N  
N/A 11 accruals and reserves are included 

" .- - " "  "" - - "  - 

Training and Documents 
Ic 

Training: 

Additional Documents: 

* Statement of Financial Accounting Standards No. 106, Employers' 
Accounting for Pos fretiremen t Benefits Otlzer ~ m i z  Pensions 
Hewitt Associates Actuarial Report 

1 

Who Should Know 
< 

c General Accounting 
Human Resources 
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Related Information 
1 

Health Insurance Employee Contribution Policy 

Health Insurance Employee/ Employer Allocations Policy 

Health Insurance Claims Incurred But Not Reported (IBNR) Policy 

Fringe Benefits Cost Pool - Annual & Periodic Studies Policy 

4 
Contacts 

ri 

.--.....-- -..- -----.--XI-l --.. .-.--- -- -.- -1- --.--.--- ""1. 
FAME iGE- ~EPARTMENT 

l______________ .."-.X..-*..--.-"--- -- I 
I ~ w e n  Pate - - - [ G e r  penera1 Accounting 

I 
- "- ----- I-p- .- - -------- ---.---.- -- 

Isusan BaIsIey - lSenior~nal~st  Fenera1 Accounting -------, 

l ~ e r e k  Rylicki Actuary 

(phi1 Kivarkis [ ~ c t u a r ~  1~ewit.t 
. - - -  - --- -..-..- ---- ---- . 

!=en ~ e l d  General Manager [HR r. CC Comp & Benefits Strategy 
-- -----.. -..."- -....-.. ---.- - . - -----" -...--..*- - ----- 

/Erica Glenn Frdinator - "--(jiccounting Research ---- 
~ A M ~  Sheppard 'lManager~~-"- [Accounting Research - ----. ---- 1 
4 
Definitions 

EOD: End of Day 

SFAS 106: Statement of Financial Accounting Standards No. 106, Employers' 
Accountingfor Postretirement Benefits Otizer 17zan Pensions 

7 

Revisions 

The following revision is effective 08/01/00: 

Update procedure for personnel changes 

The following revision is effective 12/01/02: 

Update procedure for personnel changes 

- 5 - 
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d > * 

The following revision is effective 10/01/ 03: 

Update "Frequently Asked Questions" 

The following revisions are effective 01/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

The following revision is effective 09/01/05: 
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Update policy for personnel changes 
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Pension Expense 
Functional Area: Genera1 Accounting 

Sarbanes-Oxley Category: Payroll/Human Resources 
Process Owner: Gwen Pate 
Effective Date: 09/01/98 
Revised Date: 09/01/05 

All accounting policies can be found on iPower as follows: 

Launch iPower and go to Accounting Policies and Procedures Community 
* Go to Accounting Policies and Procedures Community 

A 

Policy Statement 
a 

Cinergy will record all transactions relating to its qualified pension benefits in 
the Campany financial statements, 

Reason for Policy 
J 

To record employee benefit activity in the Company financial statements in 
adherence with GAAP and regulatory requirements 

Process Flows 

r; 

Process Description/Narrative 

Cinergy has the following qualified pension plans: 

Cinergy Corp. Non-Union Employees Pension Plan (Non-Union Plan) 
- participants arc employees at least 18 years of age and not covered 
by a collective bargaining agreement 
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Cinergy Corp. Union Employees Retirement Income Plan (CG&E 
Union Plan) - participants are employees at least 18 years of age and 
covered by a collective bargaining agreement providing for 
participation in this plan 
Cinergy Corp. Union Employees Pension Plan (PSI Union Plan) - 
participants are employees at least 18 years of age and covered by a 
collective bargaining agreement providing for participation in this 
plan 

Cinergy's qualified pension plans were re-structured in 2002 to provide 
employees with three program options: 

1. Traditional Program 
2. Balanced Program 
3. Investor Program 

The pension benefit for each option vests after five years of service. 

Benefits under the traditional program are payable upon retirement, pursuant to 
a formula based on highest average earnings, years of plan participation, social 
security covered compensation, and actuarial reductions for retirement prior to 
age 65 (unless the participant is at least 55 with the sum of age and service equal 
to or exceeding 85). With a few exceptions, this program option is no longer 
availabIe for newly hired employees. 

The pension benefit under the balanced program consists of an interest-bearing 
account balance for which Cinergy provides annual pay credits under the 
following formula: 

r _--- ____ -...-_- "--- -----.-------. -" ---..-.__- <.-- 
Years of Service I Annual Pay Credit (Percent of Pay) 

1 -  3% 
- 

Less than six 
. -___ I",...?.",--- I .--- -- ---- .̂ .... 

SIX to ten years 7 --- r 4% 

i 
- -" -..----,-- -" --- 

----- i 
-- ----- - . -- --. ..---- - - -- - - -- 

Eleven years or more 5% -.."- - -- - - --------- , - . , . . . - -  -- - -.- --......-.-.. .-" --.- - - -.-, 1 

The pension benefit under the investor program consists of an interest-bearing 
account balance for which Cinergy provides annual pay credits in an amount 
equal to 2% of pay, regardless of years of service. 

The account balance for both the Balanced and Investor Programs are also 
credited with interest based on 30-year Treasuries. Additionally, the employee 
can elect to receive the benefit from both the Balanced and Investor Program in 
a lump sum or an annuity. 
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The Balanced and Investor Programs also include a deferred profit sharing 
feature Deferred Profit Sharing Contributions Related to the Balanced and 
Investor Programs Policy. 

Cinergy accounts for its pension benefits in accordance with the provisions of 
SEAS 87. Under SFAS 87 the cost of an employee's pension benefit is recognized 
on an accrual basis over that employee's approximate period of service. Cinergy 
utilizes Hewitt Associates, a benefits consulting and actuarial firm, to value 
Cinergy's pension plan obligations and to determine Cinergy's net periodic 
pension cost. The net periodic pension cost is debited to the fringe benefits cost 
pool (account 184100) and credited to accrued pension obligation (account 
253870). See Fringe Benefits Cost Pool - Annual & Periodic Studies Policy for 
additional information regarding the fringe benefits cost pool. 

Cinergy's funding policy for its qualified pension plans is to contribute at least 
the amount required by the Employee Retirement Income Security Act of 1974, 
and up to the amount deductible for income tax purposes. Historically, 
Cinergy's contribution to the pension plans has been in the form of cash. The 
pension plans assets consist of investments in equity and fixed income securities. 
Cinergy accounts for its funding contributions by debiting the accrued pension 
obligation (account 253870) and crediting cash (account 131001). Benefit 
payments (e.g., payments to retirees) are paid out of plan assets. 

Procedure 

Capture information on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 
Cutoff transactions (CoA.5) 

-- ..----- -"-- --....?----- "--- --- ----- 
[~EPARTMENT WSPONSIBILITY /ACTION 

r------ -"- 

11. In response to the annual 
Hewitt Data Request, provide 
Iiewitt with a rollforward of the 
qualified pension plan reserves, by 
corp, recorded on Cinergy's books 
(Account 253870). 

Vendor Derek Rylicki 
Phil Kivarkis Resources and General 

Accounting Departments. Note: 
distribute annually dzdritlg CIlc tlzird 

-* * -- ---_-I- ^- --l_-L--pl-""..."-- --. - - - - - - - - -  
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Identify error@) in source documents and pushback for correction (CoA.3) 
Correct error@) in source documents (CoA.4) 
_"._. " _XI--1 "--I" -.--.-- _ .-.. 1X - ." - -_-^."--. -.- ...-. -- --. 

Prepare journal entries (CoA.6) 

Darlene Glesenkamp 

ACTION DEPARTMENT 

reasonableness. Verify report reflects 
assumptions approved by Cinergy 
management. 

Identify errors in prepared journal entries (CoA.7a) 

Human Resources Karen Feld 1. Review Actuarial Report for -1 RESPONSIBILITY 

-- ---- --- ---- - --"- -- .----- -"--" ------,.---- ----- 

--em-- - ---------- 
~ A R T M E N T  ~E~PONSIBILITY -/ACTION 
General Accounting 

r r E s E F i 5 i e  - .- - - - - -  "- - - - -  --" - "- - " "  - 

-- - -- - 
DEPARTMENT 

,-I_ I_-__11e --.---_ 
1. Verrfy a copy of the journal entry 
against the source document to 
ensure data entry accuracy. If an error 
is located, nobfy the preparer and 
provide a copy of source doc's & JE's. 
Note: this process shotlld be complete by 
Day 2, EOD. - - -.-- 

General Accos.qting 

Correct errors in prepared journal entries (CoA.7b) 

r2. Extract data from Actuarial Report 
Monthly Allocations worksheet and 
'enter into a predefined journal entry 
in the JE Tool. This entry is developed 
annually and is titled PB342. Note: Btis 
process sllould be cotnplefe by DRY 2, 
EOD. 

\DEPARTMENT 
..-...--..-" ---- - - - - ACTION ""ii""'" -,----- ---- "- 1 ....--- - -..- - . 

General Accounting r 1. Correct data entry errors in JE 
Tool. Note: this proccss should be 
contplefe by Day 2, EOD. __ - _  - *  -.------.- *---" "- ---. I_-"- 

" - - - -  -^)".--_ .̂  -- ---- -- - 

Post journal entries to BDMS 2.0 (CoA.8) 
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,-- -- --------- 

Warehouse 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11 

--....---- -- -".--- _ .-__ _ I_ I ." _--- - 
DEPARTMENT 
N/A 

included in the above processes. 

Training and Documents 
i 

Training: 

Additional Documents: 

Statement of Financial Accounting Standards No. 87, Enzployers' 
Accounting for Pensions 

* Hewitt Associates Actuarial Report 
Pension Plan Documents: 

o Cinergy Corp. Non-Union Employees Pension 
o Cinergy Corp. Union Employees Retirement Income 
o Cinergy Corp. Union Employees Pension Plan 

F- 

Who Should Know 

e General Accounting 
Human Resources 
Treasury 

-4 

Related Information 

Reconciliation & Analysis of Accounts Policy 
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Deferred Profit Sharing Contributions Related to the Balanced and Investor 
Programs Policy 

Fringe Benefits Cost Pool - Annual & Periodic Studies Policy 

Contacts 

4 

Definitions 
3 

--- - - - -.- + "- -- 
(NAME"-" - - -- - I&@??. - -  "--- - /DEPARTMENT--*- 
Isusan Balsley - - Senior . -" - Analyst - --- -iGzgqzczg- ---- - - 

EOD: End of Day 

(~ iche l le  Iianson 

SFAS 87: Statement of Financial Accounting Standards No. 87, Emplo~yers' 
Accounfiizgfbr Pensions 

Actuary Hew~tt Associates 

Revisions 
r 

7- _ ----- -. -. p..----","---- -- 
[~erek Rylicki --kctuary fkewitt Associates ------ 
IphilKivaxs-- - -  - F- - -kitk Associates 
Gwen Pate l ~ a n a ~ e r  l~eneral Accounting. ---- -.. -- 

/GcneralManager bumanResources 
pIII-.l.lll-_- --.- 

Investments - - -  --lll_l - " ".-*-..- --- 7 -  

I E ~ l e n n  -Foordinator /kccounting Research ----- 
[ ~ r n ~  Sheppard - - -  Panager l~ccountin~ Research 

The following revision is effective 08/ 01 / 00: 

0 Update procedure for personnel changes 

The following revision is effective 12/01/02: 

Update procedure for personnel changes 

The following revision is effective 10/Q1/03: 

Update "Frequently Asked Questions" 

- 6 -  
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The following revisions are effective 01/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

The following revision is effective 09/ 01 / 05: 
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4 Update policy for personnel changes 
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Non-Qualif ied Pension Benefits 
Functional Area: General Accounting 

Sarbanes-Oxley Category: Payroll/Human Resources 
Process Owner: Gwen Pate 
Effective Date: 10/01/03 
Revised Date: 09/ 01 / 05 

All accounting policies can be found on Power as follows: 

Launch iPower and go to Accounting Policies and Procedures Community 
Go to Accounting Policy and Procedures Community 

Policy Statement 

Cinergy will record all transactions relating to its non-qualified pension benefits 
in the Company financial statements. 

-? 

Reason for Policy 
2- 'L 

To record employee benefit activity in the Company financial statements in 
adherence with GAAP and regulatory requirements 

Process Flows 

L i 

Process Description/Narrative 

Cinergy has the following non-qualified (plans that do not meet the criteria for 
tax benefits) pension plans: 

Cimrgy Corp. Excess Pension Plan 
Cinergy Corp. Supplemental Executive Retirement Benefits 
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Cinergy Corp. Executive Life Plan 
Cinergy Corp. Unfunded Supplemental Retirement Plan 
Cinergy Corp. CG&E Frozen SERP 
Cinergy Corp. Retirement Plan for Directors 

Cinergy Corp. Excess Pension Plan 

All employees whose benefits under the Cinergy Corp. Non-Union Employees Pension 
Plan are limited by the benefit limits of Internal Revenue Code (IRC) Section 415 or 
whose earnings exceed the compensation limit of IRC Section 401(a) (17) are eligible to 
participate in this plan, Benefits provided under this plan are the excess of (a) benefits 
calculated under the provision of the Cinergy Corp. Non-Union Employees Pension 
Plan without regard to the limit9 of IRC Sections 415 and 401(a) (17) less (b) benefits 
payable from the Cinergy Corp. Non-Union Employees Pension Plan. 

Cinergy accounts for the Cinergy Corp. Excess Pension Plan in accordance with 
the provisions of SFAS 87. Under SFAS 87 the cost of an employee's pension 
benefit is recognized on an accrual basis over that employee's approximate 
period of service, Cinergy utilizes Hewitt Associates, a benefits consulting and 
actuarial firm, to value Cinergy's' pension plan obligations under this plan and to 
determine Cinergy's net periodic pension cost. The net periodic pension cost is 
debited to the fringe benefits cost pool (account 184100) and credited to accrued 
pension obligation (accourit 253270). The expense is recorded monthly on 
journal entry PB360. See Fringe Benefits Cost 13001 - Annual & Periodic Studies 
Policy for additional information regarding the fringe benefits cost pool and 
Pension Expense Policy for additional information regarding the Cinergy Corp. 
Non-Union Employees Pension Plan. 

Cinerw - - Carp. - Supplemental Executive Retirement Benefits 

Certain officers of Cinergy are eligible to participate in this plan. Tlze plan 
provides certain mid-career and senior executive supplemental benefits. 

Cinergy accounts for the Cinergy Corp. Supplemental Executive Retirement 
Benefits plan in accordance with the provisions of SFAS 87. Under SFAS 87 the 
cost of an employee's pension benefit is recognized on an accrual basis over that 
employee's approximate period of service. Cinergy utilizes Hewitt Associates, a 
benefits consulting and actuarial firm, to value Cineru's pension pIan 
obligations under this plan and to determine Cinergy's net periodic pension cost. 
The net periodic pension cost is debited to the fringe benefits cost pool (account 
184100) and credited to accrued pension obligation (account 228460). The 
expense is recorded monthly an journal entry PB361. See Fringe Benefits Cost 
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Pool - Annual & Periodic Studies Policy for additional information regarding the 
fringe benefits cost pool. 

Cinergy Corm Executive Life Plan 

Certain named individuals designated as general managers or above are eligible 
to participate in this plan. The plan provides for payment (depending on 
employment leveI) of benefits in ten annual installments upon retirement. 
Certain grandfathered employees are eligible for either payment of benefits or 
life insurance coverage instead of annual payments. 

Cinergy accounts for the Cinergy Corp. Executive Life Plan in accordance with 
the provisions of SFAS 87. Under SFAS 87 the cost of an employee's pension 
benefit is recognized on an accrual basis over that employee's approximate 
period of service. Cinergy utilizes Hewitt Associates, a benefits consulting and 
actuarial firm, to value Cinergy's pension plan obligations under this plan and to 
determine Cinergy's net periodic pension cost. The net periodic pension cost is 
debited to the fringe benefits cost pool (account 184100) and credited to accrued 
pension obligation (account 228310). The expense is recorded monthly on 
journal entry PB362. See Fringe Benefits Cost Pool - Annual & Periodic Studies 
Policy for additional information regarding the fringe benefits cost pool. 

Cinerffv - Corp. Unfunded Supplemental - - Retirement Plan 

Certain named individuals are eligible to participate in this plan. The plan 
provides for certain supplemental benefits payable prior to age 62. 

Cinergy accounts for the Cinergy Corp. Unfunded Supplemental Retirement 
Plan in accordance with the provisions of SFAS 87. Under SFAS 87 the cost of an 
employee's pension benefit is recognized on an accrual basis over that 
employee's approximate period of service. Cinergy utilizes Hewitt Associates, a 
benefits consulting and actuarial firm, to value Cinergy's pension plan 
obligations under this plan and to determine Cinergy's net periodic pension cost. 
The net periodic pension cost is debited to the fringe benefits cost pool (account 
184100) and credited to accrued pension obligation (account 232420). The 
expense is recorded monthly on journal entry PB363. See Fringe Benefits Cost 
Pool - Annual & Periodic Studies Policy for additional information regarding the 
fringe benefits cost pool. 

Cinergv Corp. - CG&E Frozen SERP 

Certain named individuals are eligible to participate in this plan, The plan 
provides for certain supplemental benefits payable for 15 years after retirement 
at age 60. 
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NonQualilied Pension Benefits 

Cinergy accounts for the Cinergy Corp. CG&E Frozen SERP in accordance with 
the provisions of SFAS 87. Cinergy utilizes Hewitt Associates, a benefits 
consulting and actuarial firm, to value Cinergy's pension plan obligations under 
this plan and to determine Cinergy's net periodic pension cost. The net periodic 
pension cost is charged to expense (account 426590) and credited to accrued 
pension obligation (account 253290). 

To fund the CG&E Frozen SERP pension benefit obligation, Cinergy has 
purchased an insurance policy through Ohio National 1,ife Insurance Company. 
Premium and interest payments made are recorded as prepaid insurance 
(accounts 165120 and 165500) with an offset to increase the value of the policy 
(account 186020). Monthly amortization is recorded to relieve the prepayment 
accounts and record premium and interest expense (accounts 426200 and 
431090). 

All SERP activity is recorded monthly on journal entry PB243. 

Cinergy Corp. Retirement Plan for Directors 

All non-employee directors who had served as directors for six years were 
eligible to participate in this plan, Effective January 1,1999, no future accruals 
were granted under this plan. Also. effective ]anuary 1,1999, current directors 
were offered the election of shares of Cinergy stock in lieu of their accrued 
benefit under this plan. 

Cinergy accounts for the Cinergy Corp. Retirement Plan for Director in 
accordance with the provisions of SFAS 87. Cinergy utilizes Hewitt Associates, a 
benefits consulting and actuarial firm, to value Cinergy's obligations under this 
plan and to determine Cinergy's net periodic pension cost. The net periodic 
pension cost is charged to expense (account 930xxx) and credited to accrued 
pension obligation (account 228490). The expense is recorded monthly on 
journal entry PB156. 

Cinergy began funding certain of these non-qualified pension plans through a rabbi 
trust (account 124500) in 1999. This trust, which consists of equity and fixed income 
securities, is not restricted to the payment of plan benefits and therefore is not 
considered a plan asset under SFAS 87. 

Procedure 
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Capture information on business transactions (CoA.1) 
Classify transactions for joudizing (CoA.2) 
Cutoff transactions (CoA.5) 

- -- - -.. 
DEPARTMENT /RESPONSIBILITY [ACTION 
.. -- 
Hewitt Associates - Outside Report for each*' 
Vendor Derek Rylicki non-qualified pension pIan and 

Phil Kivarkis distribute to Cinergy Human 
Resources Department and General 
Accounting. Note: slistribtt ft* a?znunllp 
during the tltird quarfer. -- -- __---II___~l---....---- "....I--- ---- ----- -- "---.."-.+ 

Identify error(s) in source documents and pushback for correction (CoA.3) 
Correct error(s) in source documents (CoA.4) 

_ _ _ _ - .  " _....---_ _...--..,..-.. "- - "--I". 
JDEPARTMENT- -" - -- - FE~PONSIBILITY - -  - FCTION 
( ~ u m a n  Resources I~a ren  Feld/ Darlene /qReview 

Prepare journal entries (CoA.6) 

I Glesenkamp 

-- 
pension cost 

------- ----- - -- -- 

reasonableness. Verify report reflects 
assumptions approved by Cinergy 

Identify errors in prepared journal entries (CoA.7a) 

--- --- 
~DEPARTMENT -.IRESPONSIBILITY --- -------%--- *-----.- --- I i 

"" 1 
I. Verify a copy of the journal entries ; 
against the source document to ---I- /ensure data entry accuracy. If an error 1 , 
is located, notify the preparer and 
provide a copy of source doc's I% JE's. 

----- -- -" 
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Correct errors in prepared journal entries (CoA.7b) 

--...- - ---- "-- I _ _ _ - -  --I_L _---_-.-.I- 

DEPARTMENT r--" " - -  -- 
Accounting errors in JE Tool. 

Note: tlris process shorrld be complete by 
Day 2, EOD. 

_ p  _____"_-_ l_ll______ "- _ -  ___."_..~-."_U_I-......--- - -  7 . - - -  ---"I"-..-^ 

Post journal entries to BDMS 2.0 (CoA.8) 

j F n t i n g - -  " -  

General ~ c c o u n t i n ~ / ~ a t a  
Warehouse 

-- ..-- - ---- -* 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11 

---- 
DEPARTMENT BE~P~NSIBILITY 

-"- --.------ -+-"- -- ---....----- 
~ACTION 

.--. "*--"----- 

N/A b / ~  p & u a i s  and reserves are included 
I lin the above processes. 

Training and Documents 

Training: 

Documents: 

Statement of Financial Accounting Standards No. 87, Employers' 
Accounting for Pensions 

0 Hewitt Associates Aclarial Report 
0 Pension Plan Documents 

Who Should Know 

General Accounting 
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Human Resources 
Treasury -- 

L I 

Related Information 
i i 

Pension Expense Policy 

Fringe Benefits Cost Pool - Annual & Periodic Studies Policy 

r' 

Contacts 
--- - "P "- ..--AM..- -. 

IKMT .-- ~GEE ---- ' [DEPARTMENT - - ..-- 
Susan Balsley &nior Analyst {~eneral Accounting -- --" 

Michelle I3anson Actuary I~ewitt Associates ----------- -..-..-- -- ------ ".----- -- 
F r e k  Rylicki 1- bewitt Associates -_ - _ _ . _ - - _ - _  - -"- .- _--..- - ---- -- --1--.-- -. 
W l F a r k i s  -- [~ctuary -- 'bewitt Associates 

--*--.. 

=pate r--- Manager [ G r a l  Accounting ----- -- - --- 

IiG&zz General Manager p m a n  Resources !-----____ __ _--_ --*".----- -.. 
/ s ~ l e n n  ---*-- /=dinator kccounting Research -. 

lAmyShegpard-----I Manager I~ccounting Research -- . ' - - -  

- 

Definitions 

EOD: End of Day 

SFAS 87: Statement of Financial Accounting Standards No. 87, Employers' 
Accoun fing for Pensions 

Revisions 

The following revisions are effective 01 / 01 / 05: 

* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

The following revision is effective 09/02/05: 
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FAS 112 Postemployment Benefits 
Functional Area: General Accounting 

Sarbanes-Qxley Category: Payroll/ Human Resources 
Process Owner: Gwen Pate 
Effective Date: 07/01/03 
Revised Date: 09/01/05 

All accounting policies can be found on iPower as follows: 

Launch iPower 
Go to Accounting Policies & Procedures Community 

Cinergy will record all transactions relating to employee benefits offered under 
FAS112 Postemployment Benefits, including medical benefits and workers' 
compensation reserves in the Company financial statements. 

To record transactions associated with employee benefits offered under FAS112 
Postemployment Benefits, including medical benefits and workers' 
compensation reserves in the Company financial statements in adherence with 
GAAP and regulatory requirements 

FAS112 "Employers' Accounting for Postemployment Benefits*' establishes accounting 
standards for employers who provide benefits to former or inactive employees after 

- 1 -  
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employment but before retirement. Postemployment benefits are all types of benefits 
provided to former or inactive employees, their beneficiaries, and covered dependents. 
Those benefits include, but are not limited to, salary continuation, supplemental 
unemployment benefits, severance benefits, disability-related benefits (inchding 
workers' compensation), job training and counseling, and continuation of benefits such 
as heaIth care benefits and life insurance coverage. 

Post-employment benefits that meet the conditions of paragraph 6 of FAS 43 are 
accounted for in accordance with FAS 43. Paragraph 6 of FAS 43 states: 

"An employer shall accrue a liability for employees' compensation for future 
absences if all of the following conditions are met: 

a. The employer's obligation relating to employees' rights to receive 
compensation for future absences is attributable to employees' services 
already rendered, 

b. The obligation relates to rights that vest or accumulate, 
c. Payment of the compensation is probable, and 
d. The amount can be reasonably estimated." 

Postemployment benefits that are within the scope of FAS 112 that do not meet 
the requirements of FAS 43 are accounted for in accordance with FAS 5. 
Paragraph 5 of FAS 5 states: 

"An estimated loss from a loss contingency . . . shall be accrued by a charge to 
income if both of the following conditions are met: 

a. Information available prior to the issuance of the financial statements 
indicates that it is probable that an asset has been impaired or a liability 
has been incurred at the date of the financial statements, It is implicit in 
this condition that it must be probable that one or more future events will 
occur confirming the fact of the loss. 

b. The amount of loss can be reasonably estimated." 

Cinergy utilizes Hewitt Associates, a benefits consulting and actuarial firm, to 
value Cinergy's postemployment benefit plan obligations and to determine 
Cinergy's net periodic Postemployment benefit cost based on estimates and 
assumptions agreed upon by Hewitt and Cinergy Accounting Management 
(Controller and Asst Controllers). Hewitt retains Regnier Consulting who 
performs the actuarial calculations for workers' compensation benefits. 

The estimated annual expense for disableds and dependents of deceased actives is 
provided to Cinergy via email. General Accounting then sends this ernail to Human 
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Resource representatives for their review of the reasonableness of the estimate. General 
Accounting requests a reply email fiom HR indicating their concurrence with Hewitt's 
estimate. If HR would disagree with Hewitt's calculation, Cinergy representatives 
would then conduct discussions with Hewitt contacts to resolve the dispute. 

The estimates are amortized using the straight line method over a 12-month 
period and recorded appropriately each month on journal entry PB270. The net 
periodic Postemployment benefit cost is debited to the fringe benefits cost pool 
(account 184100) and credited to accrued Postemployment benefit liability 
(account 228390). See Cinergy Corp Policy 7.9.10.4 Fringe Benefits Cost Pool - 
Annual & Periodic Studies Policy for additional information regarding the fringe 
benefits cast pool. 

Since Cinergy's workers' compensation benefits do not vest and accumulate, the 
provisions of FAS 43 are not met. Accordingly, Cinergy accounts for its workers' 
compensation liabilities in accordance with FAS 5. Workers' compensation 
benefit payments (including supplemental benefits) are directly expensed in the 
current year income statement. On an annual basis, Hewitt estimates Cinergy's 
workers' compensation liabilities/reserves as of September 30. Upon receipt of 
the actuarial report from Hewitt, Genera1 Accounting records an entry to "true- 
up" Cinergy's workers' compensation liability/reserve accounts: This entry 
occurs annually at 12/31. Therefore, the reserve is consistently maintained on 
Cinergy's financial records at an appropriate level. 

Hewitt also provides Cinergy with an annual actuarial calculation of benefit 
obligations under the U.S. Longshore & Harbor Workers' Compensation Act, 
This act covers employment accidents which occur on a body of water. The 
reserve is adjusted to Hewitt's calculation annually at 12/31 and is booked to 
account 228250 I&D Reserve - Workersf Compensation Death Benefit. 

Procedure 

Annual Process 

Capture information on business transactions (CoA.1) 
Classify transactions (CoA.2) 
Idente  erxor(s) in Source Documents and pushback for correction (CoA.3) 
Correct error in source documents (CoA.4) 
- 
 DEPARTMENT  D RESPONSIBILITY 1 
Hewitt - Outside Phil Kivarkis 

ACTION 
I, On a11 annual basis, provide 
Cinergy a list of all information 
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Prepare manual journal entries (CoA.6) 

(DEPARTMENT IJRESPONSIBILITY  ACTION I 

General Accounting Senior Analyst 2. On an annual basis, prepare journal 

needed in order to prepare FAS112 
Postemployment Benefit Obligations 
& Workers' Compensation Actuarial 
Reports. 

2. Qn an annual basis, provide to 
Cinergy General Accounting 
department (or to Hewitt directly) all 
applicable information requested by 
the Actuary, including the Triangle 
Loss Report as of 9/30. This 
information is then forwarded to 
Hewitt Associates as part of the 
annual data request. 

3. On an annual basis, provide 
General Accounting with all 
applicable information requested by 
the Actuary, including workers' 
compensation & Longshoremen's 
death benefit payments not included 
in TPA informatian (e.g,, 
supplemental benefits payments and 
loss of use payments, if any). 

4. Prepare Workers' Compensation 
Actuarial Reports and provide to 
Human Resources and Accounting. 
The following ActuariaI Reports 
associated with Workers' 
Compensation should be provided: 

* Workers' Compensation - 
U.S. Longshore & Harbor 
Workers' Compensation Act 

r Workers' Compensation - W. 
H. Zimrner (Iienry J. Kaiser 
Company) 

r Workers' Compensation - All 
other 

5. Review Actuarial Reports for 

Acordia & Hunter - Outside 
Vendors 

Human Resources 

reasonableness and accuracy. 

Claims Administrators/ 
TPAs 

Michele Pickens 
Bill Schick 

Regnier Consulting/ EIewitt 
- Outside Consulting 

Actuary 

General Accounting Manager and Senior 
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Identify errors in prepared jaurnal enhies (CoA.7a) 

Correct error in prepared journal entries (CoA.7b) 

DEPARTMENT 
General Accounting 

Post journal entries to BDMS 2.0 (CoA.8) 

RESPQNSIBf LITY 
Senior Analyst 

ACTION 
1, Verify a copy of the journal entry 
against the source document to 
ensure data entry accuracy. If an error 
is identified, notify the preparer and 
provide a copy of source documents 
and JEs. 

ACTION 
1. Correct data entry in JE Tool. 

DEPARTMENT 
General Accounting ." 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

RESPONSIBILITY 
Senior Analyst 

DEPARTMENT 
General Accounting 

Training: 

Additional Documents: 

2. BDMS will post all journal entries 
approved for posting. 

RESPONSIBILITY 
Snior Analyst 

ACTION 
1. Approve journal entries for posting. 
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FAS 112, Employers' Accountingfor Postemploy~nent Benefits 
FAS 5, Accounfingfbr Contingencies 
FAS 43, Accounting for Compensated Absences 
Longshore & Harbor Workers' Compensation Act 
Workers' Compensation Handbook: A Comprehensive Guide to Workers' 
Compensation in Indiana 
Kentucky Workers' Compensation Law - Annotated 2002 
Ohio Industrial Commission and Bureau of Workers' Compensation: 2000 
Rules 
Ohio Industrial Commission and Bureau of Workers' Compensation: 2000 
Laws 
Actuarial Reports 

Who Should Know 
> 

Corporate Accounting 
Accounting Research 
Human Resources 

9 

Related Information 

Employee Benefits - Workers' Compensation Benefits & U.S. Longshore &z 
Harbor Workers' Compensation Benefits Policy 

Employee Benefits - Workers' Compensation Supplemental Benefits Policy 

- . - - -- - - - "" - - - - 
[ ~ a m e  ,. l ~ o l e  l ~ e ~ t  ------- ------ ----.---- 
fGwen Pate 'p- Fenera1 Accounting 

--___._I_ ---- "-_- --_---. ...l̂-......"̂-̂ -* -- -- -- --.- ---.. - --- 
Isusan Balsley [Senior Analyst --- penera1 Accounting - - --- --- 
/Michele Pickens Fuman~esourccs Il-luman Resources -.....-- 

/BiLlSchiFkW Human Resources I-Iuman Resources ---- ---- "-- 

I 
l~rica Glenn 

. . ; . 
Coordinator -"-Fc<inting Research 

- "  ---- ..-- ----- - - ------ ---- .-" --- -*-----. --- 
[ ~ r n ~  sheppard panager Accounting Research .-.... -- 
t 

Definitions 
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CAAP - Generally Accepted Accounting Principles 

FAS 112 - Statement of Financial Accounting Standards No. 112, Employers' 
Accountingfbr Postemployment Benefits 

FAS 43 - Statement of Financial Accounting Standards No. 43, Accounti~gfor 
Compensated A bse~ces 

FAS 5 - Statement of Financial Accounting Standards No. 5, Accountingfbr 
Contingencies 

TPA - Third Party Administrator 

FASB - Financial Accounting Standards Board 

SEC - U.S. Securities and Exchange Cammission 

L 

Revisions 
i 

The foIlowing revisions are effective 01/01/05: 

Update policy for new manual ownership 
9 Update policy to reflect reorganization of manual 

The following revisions are effective 09/01/05: 

Update policy to cover all aspects of FAS112 accounting, including 
Workersf Compensation 
Update policy for personnel changes 
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Deferred Profit Sharing 
Contributions Related to the 

Balanced & Investor Programs 
Functional Area: General Accounting 

Sarbanes-Oxley Category: Payroll/Human Resources 
Process Owner: Gwen Pate 
Effective Date: 10/ 01 / 03 
Revised Date: 09/ 01 / 05 

All accounting policies can be found on Power as follows: 

Launch Power 
Go to Accounting Policies and Procedures Comunit-y 

Policy Statement 
i 

Cinergy will record all transactions relating to the deferred profit sharing 
contributions associated with the Balanced and Investor retirement programs. 

keason for Policy 
7 

To record employee benefit activity in the Company financial statements in 
adherence with GAAP and regulatory requirements 

Process Flows 

Process DescriptioryNarrative 
Employees participating in Cinergy's Balanced and Investor retirement 
programs are eligible to receive deferred profit sharing contributions to their 
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I 4 0 1 0  account in the form of Cinergy stock. See Pension Expense Policy for a 
discussion of Cinergy's retirement programs. The deferred profit sharing 
contribution is accounted for under FAS87 qualified pension expense guidelines. 
Employees vest in the deferred profit sharing contribution after three years of 
service with Cinergy. 

Hewitt Associates will provide Cinergy with a full year of estimated profit sharing 
expense broken down by Balanced and Investor plan and by corp code in January of 
each year. Hewitt has the ability to access employee elections directly from Cinergy's I- 
People website and uses actual employee data as of January 1. Hewitt also incorporates 
various assumptions to calculate the estimated expense, including percentage increase 
in salary, expected estimate of new hire payroll (split 50-50 between Balanced and 
Investor plans), and an expected percent payout based on achievement levels. 

The estimated annual expense is provided to Cinergy via email. General Accounting 
then sends this email to Human Resource representatives for their review of the 
reasonableness of the estimate. General Accounting requests a reply email from HR 
indicating their concurrence with Hewitt's estimate. If Z1R would disagree with 
Hewitt's calculation, Cinergy representatives would then conduct discussions with 
Hewitt contacts to resolve the dispute. 

The estimates are amortized using the straight line method over a 12-month period and 
recorded appropriately each month on journal entry PB211. Cinergy debits the 
applicable fringe benefits cost pool (account 184100) and credits either the Profit 
Sharing Balanced Program Payable (account 232002) or Profit Sharing Investor Program 
Payable (account 232003) for Cinergy's estimated contributians each month. Based 
upon actual performance, amounts are trued up in the first quarter of the following 
year and contributed to applicable employee 401(k) accaunts in the form of Cinergy 
stock. Fidelity administers Cinergy's 401(k) accounts. 

In March of the following year, Cinergy will fund tlze account balances of 
participants based on the achievement level as decided an by the Board of 
Directors. 

Under the Balanced Program, depending on Cinergy's performance, up to 5% of 
pension-eligible pay may be contributed by Cinergy to eligible employees' 401(k) 
accounts. At target performance, the contribution is 2%. The measure used to 
determine the contributions is Cinergy net income consistent with bonus payouts 
based on appropriate achievement levels. 

Under the Investor program, depending on Cinergy's performance, up to 15% of 
pension-eligible pay may be contributed by Cinergy to eligible employees' 401(k) 
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accounts. At target performance, the contribution is 5%. The measure used to 
determine the contributions is Cinergy net income consistent with bonus payouts 
based an appropriate achievement levels. 

The annual contributions will be charged to the liability accounts. At that time, a 
true up journal entry will be recorded by General Accounting for activity in the 
prior year to match expense with the actual contribution payable to employees. 

- 
Procedure 

Capture information on business transactions (CoA.1) 
Classify transactions'for journalizing (CoA.2) 
Cutoff transactions (CoA.5) 

 DEPARTMENT -- ~RESPONSIBILITY '/=ONp- - 
l ~uman Resources f~aren Feld [I. Provide Hewitt estimated profit -1 
I 1 Isharing achievement levels. - 

2. Generate estimate of deferred profit 
sharing associated with the Balanced 
and Investor retirement programs. 

nntztrally duritzg December of the prior 

-- 

Identify error(~) in source documents and pushback for correction (CoA.3) 
Correct error(s) in source documents (CoA.4) 

- - 
3, Receive final profit sharing amount, 
allocated by Corp. by I-Iewitt, in 
March of the following year. 

--~---.-..,....-....- "-.----" "" ....- -.--*.--- 
(~eneral Accounting /Senior Analyst b s e d  on final profit sharing 
--.-.,~w.---.-..--..---,.",-I .............................................. .-...-.--...--- ..." --..-.--..---- ' 
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Prepare journal entries (CoA.6) 

Identify errors in prepared journal entries (CoA.7a) 

. --- " "--"-- - . " - -- 
~DEPARTMENT ~RESPONSIBILITY /ACTION -------- ----...- ......- 

data from Monthly 
Allocation worksheet and enter into a 
predefined journal entry (PB 211) in 
the Tool. This entry is developed 
annually. Note: this process sholiiif be 
contplefe hj Day 2, EOD. 

- -..---..------ - .--_- _ "- - "----...--e-- -.".--.- -- ~DEPARTMENT FESPONSIBILITY '[ACTION -- -- - - - 
General Accounting a copy of the journal entry 

source document to 
ensure data entry accuracy. If an 
error is located, notify the preparer 
and provide a copy of source 
documents & JE's. Note: this process 
sirould be complete hj Dny 2. EOD. - - -" ----------- - -  

--- - - _ - . _ _  ___ ________X__..."__ - 
General Accounting Senior Analyst 

I 

Correct errors in prepared journal entries (CoA.7b) 

p..-p.I - -  -----. 
2. Extract data from final profit 
sharing calculation provided by 
Hewitt and enter into a predefined 
journal entry (PB 211) in the JE Tool. 
The entry will likely be made in 
March of the following year. 

-- --- --- --- _-_- ..__--..-....__-- up____ - 
~EPARTMENT -'~ESPONSIBILITY ~ C T I O N  _ _  -_----_" ---. -- --- 

Analyst i data entry errors in ~i ~ooi.- 
should be cor?rpEeie by 

- ------ ---.- .---.--- "-- - . *"__I - _ ---- -- -- ----.-- I 
Post journal entries to BDMS 2.0 (CoA.8) 

.-.. -"- ----- "-- _ _ . - _ - I  ---- " .__---- _ ------_- "--------- ~DEPARTMENT -i 

------- ~RESPONSIBILITY [ACTION - ---- ---- .*-- - 
I G r a l  Accounting / i ~ ~ ~ r o v e  journal entries for posting. 

---...---- ..---.-- --- -. -..- 
~ c c o u n b n ~  post all journal entries -- -- ----..---.- *- "- ----." ---- - _ _  -.-__---- _ ".--- & 
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' " * " *  

approved for posting. Note: this process 

-- - - _  _ -___---__ --_I__I-- -- --v...-p-"-.-- 
should be cornpiete by D~ny 2, EOD. 1 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11 

-" --....------- 
DEPARTMENT -- -- ~ONSIBILI~--/E?E~G ---" 

N/A b / ~   accruals and reserves are 

  rain in^ and Documents 

Training: 

Documents: 

Who Should Know 
A 

General Accounting 
Human Resources 

Related Information 
i 

Pension Expense Policy 

Fringe Benefits Cost Pool - Annual & Periodic Studies Policy 

Contacts 
" " " " "  - " "- 

~NAME [ROLE [DEPARTMENT I 
---- -*..-- " - .--.--.-- --- -- .-.--*--- --- - -  

pwen Pa te F e r a l  Accounting ----- Fnager  
-"- --" ----- 

~ l s l e y  (~enior Analyst Fenera1 Accounting - 
[~aren Peld - - - [ ~ n a g e r  f ~ u m a n  Resources "---- - 
/%;a Glenn F o r d i n a t o r  \Accounting Research 

----" ---- " - --_- - ̂ -I--- - -- - 
---/Manager -- /Accounting Research -- .--I 

__.......__l__- _ "-- - - --4 
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GAAP-Generally Accepted Accounting Principles 

The following revisions are effective 01/ 011 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

The following revision is effective 09/01/05: 

Update policy for personnel changes 
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New Corporation Set-up 
Misc. Accounts Receivable 

Functional Area: General Accounting 
Sarbanes-Oxley Category: High Level Controls 

Process Owner: Gwen Pate 
Effective Date: 09/01/98 
Revised Date: 11/01/ 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower . Select "Accounting Policies and Procedures" under the "Comunities" 
heading at the top of the page 

Policy Statement 
..- 

A new corporation is established in the Miscellaneous Accounts Receivable 
(MAR) Billing System when requests have been approved for MAR to be 
responsible for issuing invoices, 

The Manager of Corporate Accounting must authorize all requests. 

Reason for Policy - 

To provide guidance in the creation and set-up of new Cinergy corporations thus 
ensuring a thorough and successful foundation for the corporation to start from 

Process Flows 
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1 

L 

Process Description/Narrative 
i 

QI. How do I establish a new Corpoxation for billingit 

A. Contact Lead Analyst, Miscellaneous Accounts Receivable, Sean Kegley 513- 
287-3047. 

Q2. What information is required? 

A. The following information is required: 

1. Legal name of the new corporation and carp. number assigned in BDMS. 
2. Federal Identification Number issued by the 1.R.S must be indicated on all 

invoices to customers. 
3. An address for the Invoice Letterhead must be provided, 
4. Phone number for customers to use must %e included in the letterhead. 
5. The Bank account that will be used to record payments. 

43. Who should be contacted regarding the Federal Identification Number? 

A. The Tax Department must be contacted to obtain a Federal Identification 
Number. 

Q4. Who should be contacted reparding the deposit of payments from 
customers? 

A. Kim Sipes, Manager, Cash Management, Treasury must be contacted. 

Procedure 
" " 

/DEPARTMENT ~ESPONSIBILITY [ACTION 

-" -- ..-------..-..- -- --- 

--=-----. ---.-------*- -"" --.- -- 
1. Verifies that the following 
information has been received: 

a. Name of New Corporation 
1) Mailing Address 
2) Phone Number 

b. BDMS CORP Code 
-*-- "-""--" 
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c. Federal Identification Number 
d, Method of Processing Payment 

1) Cashiers Payment Processing 
e. Bank Account to be used by 

--.- 

Asset Accaunt in conjunction with the 
General Ledger Section for recording 

IT Jeff Ferguson 

Business Unit - create new GL, BI, 
and AR business units 
External Bank Account - create 
for new corporation 
Chartfields - create new 

a RespCorp/Oper units and LOB in 
PS Charffield 

i 
e Bill Types - create any new Bill 

Types needed for new Corp 
o Crystal Invoices - revise 

templates to include new Corp 
logo 
GL Interface - review to inciude 
new Corp/I,OB combination 

r-- 
6.  Request that the Payment Processing 

Debbie Funk Program (Recaps) be changed to 
Tiffany Moore include the new invoice range and that 

the R35016, R65016, R35288, R65288, 
and 100-1 reports are updated to 
include new Corp and Receivable 
accounts 

I 

Training and Documents 
i 
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, 'Training: 
-- 

AdditionaI Documents: 

* "How to Add a BU" located in AR Staff Training 

Corporate Accounting 
External Reporting 
Tax 
Fixed Asset Accounting 
Payroll 
Accounts Payable 
Misc. Accounts Receivable 
Payment Processing 
CFO 

Related Information 

New Corporation Set up Policy 

J 

Definitions 

(Gwen Pate ]Manager \Corporate Accounting - ---- .-- *-- ---------. 
lseanKegley----- ~~t __ -_-_-- ----._- ---- -lll-LI--- 

F u n &  Receivable - -------. "- - -- 
F s u s r n a n  ii;;ogrammer F ----- ----- 

Debbie Funk l=&r F- -..- ".,... 

Jeff Ferguson Programmer/Support 1 7 - "  --.-- "--. "- 
Tiffany Moore b%jzz&'- l~inancial Analysis Control 

1 
.---. 1 

Peoplesoft AR - Miscellaneous Accounts Receivable billing system 

i~rica Glenn 

l ~ r n ~  Sheppard 

Coordinator Fcounting Research 
Manager l~ccountin~ Research 

I 
i .-- 
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1 

I ' ' R35016 and R65016 - Daily Accounts Receivable Transaction Reports 

R35288 and R65288 - Daily and Monthly Distribution for Cash Processing 
Locations 

100-1 - Cash Receipts for Calendar Month (ED261 journal entry) out of CMS 

Revisions 

The following revisions are effective 09/ 01 / 00: 

Update procedure for personnel changes 
Update procedure for process changes 

The following revisions are effective 02/01/02: 

* Update procedure for personnel changes 
Update procedure for process changes 

* Update procedure for department name change 

The following revision is effective 11/01 /03: 

Update procedure for definitions 

The following revisions are effective 01 / 01 / 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

The following revisions are effective 11/ 01/ 05: 

Update policy for personnel changes 
Update policy for procedural changes 
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New Corporation Set-up - 
Corporate Accounting 

Functional Area: General Accounting 
Sarbanes-Oxley Category: High Level Controls 

Process Owner: Gwen Pate 
Effective Date: 09/ 01/98 
Revised Date: 11/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Comunities" 
heading at the top of the page 

Policy Statement . 
r 

All proposed and accepted new Cinergy corporations shall follow the following 
prescribed procedure to ensure a successful foundation to record business 
transactions and comply with all regulatory bodies. 

L 

Reason for Policy 
i 

To provide guidance in the creation and set-up of new Cinergy corporations thus 
ensuring a thorough and successful foundation for the corporation to start from 

L 

Process Flows 
A 

i 

Process Description/Narrative 
C 
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New Corporation Set-up - Corporak Accounting 

Business unit sponsors are responsible for determining when the establishment of a 
new corporation is necessary. They must provide a business case supporting the new 
corporation to Legal for review. If it is determined that a corporation will be 
established, Legal notifies General Accounting and business unit personnel. The 
business unit personnel are responsible for completing the New Corporation Set Up 
form and the New Account Set U p  form (both of these forms are available on the 
Finance and Accounting Community page of iPower). 

General Accounting reviews the documentation from Legal and fomts from the 
business unit personnel. Based on the data received, General Accounting establishes 
the new corporation and accounts in the finance and accounting tools to ensure that 
accounting activity for the new entity is properly recorded and reported in the financial 
statements. Users of financial information are notified by General Accounting that the 
new corporation and accounts have been established. Legal provides External 
Reporting with information necessary for regulatory filings. 

General Accounting notifies Accounting Research of new corporations and Accounting 
Research works with the EU owners and Legal to determine if new corporation should 
be consolidated in accordance with the Consolidations Policy. 

J 

Frequently Asked Questions 
'L 

d 

Procedure 
- *  " "" - ---- - * -  - 

DEPARTMENT 
.- -̂-.-------.------- "-. 
Legal 

---- 
Business Unit (BU) r 
i 

- - - 
RESPONSIBILITY [ACTION - - -- 
Ceci TempIe 

financial operations personnel with 
the following information: 
a. Official corp name including: 

e Type of business 
e Parent corp 

Will corp have fully dedicated 
employees paid by Cinergy 

.-- - --- -- ---- ---.-.------- 
Appropriate Financial / notify Manager of General 
Operations Personnel Accounting with the following: 

a. New corporation set-up form 
b. New account set-up form 
c. The start-up cost for the new corp 

i and where it has been charged 
(including corp # and work _ _____-_________- ___"__-___ "- ""I__--- 

------ 
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I codes) 

and forward to 

- ------ -..--- -- 

Setting up the new corp in BDMS and GL 
--.- - ---. ---- 

J~EKRTMENT ---IBILITY KCTION 

ohn Linton 
Ron Cooley 

subledgers, accounts, workcodes, etc. 
and valid combinations with the new 

--------- - 

Accounts Payable 

External Reporting 
Budgets 
Tax 
Treasury 

--.---- ---------- "" - 

Obtaining Information Required to Prepare Financial Filings 

----- -- - 
/DEPARTMENT _-_-__-___- -FESPONSIBILITY ~ C T I O N  
Legal r 1. Provide External Reporting with the 

following information: 

-*-- 

a. 35 Act status determination (e,g., 
FUCO, rule 58, classification 
within rule 58, etc.) 

b. Listing of officers and directors 
c. Initial capital structure including: 

contributions, number of shares 
authorized and outstanding, and 
commitments for additional 
capital contributions or 
ownership percentage, etc. - 
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. . - - 
d. The articles of incorporation/ 

bylaws I 

--- 
-porting Fanager Kupdate the applicable exhibits (USS, 

I- . .-- .. . - "  ... . . _ I  .-. -. - . - . 110-K, etc.). 
7 - . " 

[~xternal Reporting l ~ a n a ~ e r  F. Update the listing of all officers and 

Training and Documents 
d 

Training: 

Additional Documents: 

The New Corp and New Account Set-up Forms are located in the Finance 
and Accounting Community page of iPower. 

Corporate Accounting 
External Reporting 

* Legal 
Business Unit Staffs 

Related Information 

New Corporation Set-up - Tax Department Policy 

New Corporation Set-up - Treasury Department Policy 

New Corporation-Set-up - Service Company Policy 

New Corporation Set-up - Misc. Accounts Receivable Policy 

New Corporation Set-up - Payroll Policy 

Consolidations Policy 
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. 

I ~ a n a ~ e r  IAccounting Research -I 

Contacts 
,- _l__l"____l___l _______^I" " *"- I I_ - -. ̂  - " - -- - -- -.---- . 

Definitions 

Revisions 

I 

The following revisions are effective 11/01/00: 

Update procedure far personnel changes 
Update procedure for process changes 

NAME 
Gwen Pate -.--_____ 

The following revision is effective 04/01/02: 

ROLE /DEPARTMENT 
Manager I G ' f e ~ G o u n t i n ~  - - - -- - X --. ^ 

John Lhton .- .. -" - - --- - "-- - - -  A 

[coordinator 

Update procedure for personnel changes 

- .  Corporate Accounting 

The following revisions are effective 01/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

, ~ " r - - -  " - -- ---- 
l~enita Ross Supervisor Corporate Accounting ------ - --- -.--- - -----* 
p r i a  Birnbaurn (Manager /External Reporting 

The following revisions are effectjve 11/ 01/ 05: 

Update procedure for process changes 
w Update procedure for personnel changes 

Legal - -" -- " - Ceci Temple 
I^-\^""X1 - -- XX "" I " - 

Kelly Heman 

Legal 
" * I X  - " """ - " 

" - " .  - -- Corporate Accounting - -  -- 
Ron Cooley l~enior Analyst -- ---- - - [Corporate Accounting --- ----- . - -- - 
K a  ~ l e n n  -I--" E r d i n a  tor %search 

Lead Analyst 
" " " -  
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Cash - Transaction Procedures 
Functional Area: General Accounting 

Sarbanes-Oxley Category: Treasury 
Process Owner: Gwen Pate 
Effective Date: 01/01/99 
Revised Date: 08/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and I'rocedures" under the "Communities" 
heading at the top of the page 

.' 
Policy Statement 

Each month Treasury will create a file of all cash transactions from the Treasury 
Manager system (TMAN), which is fed to the General Ledger. Additionally, 
Treasury will ensure that the TMAN direct feed is correctly posting all applicable 
transactions to the cash accounts. 

Corporate Accounting will download the daily TMAN files, for use in the 
preparation of various monthly cash transaction reports. 

Additional sources of system generated cash transactions include Passport 
(Accounts Payable) and the Customer Management System (CMS-Billing 
Services). The remaining cash transactions are recorded through the Journal 
Entry Tool, and consist of manual journal entries. 

Reason for Policy 

To ensure all cash transactions are recorded in the Company financial 
statements in adherence to GAAP and Regulatory Requirements 
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I Money Pool Loans 
Bank Loan Borrowings 
Bank Loan Repayments 
Cash Concentrations 

0 Interest on Sweep Accounts 
Certain Inter-company Disbursements and Receipts (Per Corporate 
Accounting Intercompany Memo) 
Foreign Currency Exchanges 

44, What cash transaction reports are prepared - each month? 

A. Corporate Accounting prepares the following reports each month, using data 
that is downloaded from TMAN: 

Total Transaction Report 
TR001, TR002 and TR003 detailed reports 
TTR to TROOl/TR002/TR003 tie-out report 

* ~ o n e ~ ~ o o l  detailed report 
Bank Loan Report (including Moneypool, External Debt and Commercial 
Paper) 

Procedure 

Each day bank accounts are polled to create the "Total Bank Transactions Report" 
as follows: 

.--. . - - "  - 
DEPARTMENT - ---- - /R~ONSIBILITY -- FTION . -- 

1. On a daily basis, via the polling 
process, the Treasury Manager 
captures the previous day's activity 
fox the following cash receipts and 
disbursements transactions: 

a. Accounts Payable Check, ACH 

apture information on 

pushback for correction 
Correct error(s) Treasury 

and Wire payments 
I b. CMS Receipts h.om Customer 

Payment Processing 
c, Lockbox Payments 
d, Bulk Power Wire Transfers 
e. Customer Refund Payments 
f. Money Pool ACH's 
g. Other Wire Transfer 

Receipts/ Disbursements 
h. Payroll Register Payments and 

Payroll Funding Transfers 

Bob Burwell 
Sherry Sovilla 
Eric Driscoll 
Kim Sipes 
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- ---- 
Treasury a daily basis, review the "Total 

ank Transactions Report" for 
ric Driscoll unusual transactions. Investigate and 

Sipes \resolve all unusual items. - . --- "--- ---- Fb-i;;"*-er-- --- - -- --- .-"- -. 
Treasury - - ^ l ~ ~ e ? ~ ~ ~ r k i n g  day of the 

I . - " - - -- " .  
i. Bond or Stock Issuance 

1 

j. Common Stock Dividend 
Payments from 
Subsidiaries to Parents 

k. Bank Fees 
I. Inter-Company Receipts and 

Disbursements 
m. Miscellaneous Cash Receipts, 

including: 
PSI Claims, and Damages 
Tax Withholding Pay ments 
Bankruptcy Payments 
Management Stock Options 
Fuel Trading 

e Other Misc. Receipts 
n. International and Domestic 

Purchase of Businesses 
o. Interest on Sweep Accounts 
p. Returned Items 

I 
?.. . ". - ----- -------.--.- 

ollowing month, provide Bulk Power 
ki th  applicable portions of the "Total 

im Sipes bank Transactions Report" and 
/associated back up. 

-,---- -- ----- --- ------ - ---- -- 
Corporate Accounting ob Hoffmann 

MAN on a daily basis. These daily 

otal Transactions Report at month- 

/ q. Foreign Currency Exchanges 

. . ." " " " . 
' 

I bnd. - --*-7----*- -- ""------ " *  

Corporate Accounting esley Ryan Reformats the file prepared by Bob 
loffman that contains the daily F 

downloads for the month as follows 
to create the Total Transactions I eport: 

r Re-sorts the data by Cinergy 
Corporation 

I * Summarizes the data by each of 

, 

the transaction types, i.e., 
lockbox payments, money pool 
ACIl's, etc. 

r 13erforms other procedures to 
reformat the raw data from 

1 TMAN into the final report 
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" "- - .--- 

Corporate Accounting 

Identify error@) and pushback for correction 
Prepare journal entries 
Identify & correct errors 
Post journal entries 

_ _ - _ - ~ _ - . " .  ___..__--" "..7-____ - - -  
DEPARTMENT-"- "- - FESPONSIBILITY ~ I O N  - 
Corporate Accounting b v i -  k-efinal Total 

I kransactions Report to the 
ppropriate ~ ine rgy  personnel who k ill utilize the report to book their 

I /monthly journal entries for 
?GENERAL" sash receipts. 

- -"--- - - -- .".."".----_--" ---- "-, -.-"-.-"----- ----- -.--- 
Various Departments . Review the Total Transactions k evort for reasonableness and 

I (coArnunicate any .errors back to 

I '(Corporate ~ c c o i n t i n ~  and Treasury 

I Itransaction type summaries per the 

- - - - -  I (for follow up and resolution, - - 

" - - "  I rota1 Transactiop Report. 
" - -- ---.-.....-. 
Various Departments barious Individuals b. Review journal entries for 

Various Departments 

I lreasonabl~ness and push back any 

3, Prepare monthly journal entries 
according to the corporation and 

- "  I tnecessary corrections to preparer. - " " 

Various Departments parious Individuals 15. Record corrections to journal 
I . . bntries. 

Various Departments F"'-- arlous Individuals - [Approveenh for posting. 
-.ll-pl..-x._ ------ I ""I- -- 

I 
T.--XU *.....--̂ - * I---.-I- - . - "  -I-- "1 

Corporate Accounting BDMSf John Linton 17. BDMS will post all journal entries 
japproved for posting. Nofe: this process 
bhotild be complete by Dny 2, EOD. 

7 

Training and Documents 

Training: 

AdditionaI Documents: 

Treasury Controls Checklist 
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8 
' 

Corporate Accounting Desk Procedure on daily download of TMAN 
Corporate Accounting Desk Procedure on monthly preparation of the 
Total Transactions Report 

- 
Who Should Know 
1 

Treasurer 
Treasury 
Corporate Accounting 

4 Miscellaneous Accounts Receivable 
Bulk Power 
Fuels Accounting 

I 

Related Information 

Miscellaneous Bulk Power Payments Policy 

Miscellaneous Cash Receipts - Fitness Center Policy 

Miscellaneous Cash Receipts - Insurance Claims for PSI Policy 

Miscellaneous Cash Receipts - Insurance Claims for CG&E Policy 

Miscellaneous Cash Receipts - Refunds /Credits /Dividends Policy 

Payroll - Disbursements Policy 

Reconciliation of Accounts Payable Disbursements between Cash Ledger & 
General Ledger - Cash Accounts Policy 

Cash Ledger & General Ledger - Cash & Temporary Cash Investments Accounts 
Reconciliation & Analysis Policy 

Bank Reconciliation Procedures Policy 

Positive Pay Process Policy 

Cash Management - Daily Process Policy 

Contacts 
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I ---- -- - - --- r - ----- --- 
Manager, Corporate Cash Treasury 
Management I----- .--- -.-. -"-- ---"...."- --.----- "- "" " ." -..--- ..--....- "-. ------- 

l'GGGZell k3enior Analyst "--k;isury 
[sherry - - Sovilla - -  /~enior --- --- Analyst - I~reasury 

I ~ o m  Reis [coordinator l~or~orate  Accounting 
.-----.----- - -------...---- - ----..,,.--- - -- -- - - 

IeobHoffmann' -- -- - --- bnior Accounting ~ l e r k * - F r ~ o r a t e  Accounting 
--*---___- _-__ -1 -I- " ""-"-_ _------- "_.l"-_"-ll_ 

pesley Ryan [ ~ r - i n a l y s t  prprporate Accounting -- 
I~iana Douglas F a g e r  - /pz'x&ounG p -..--- "---"---- .-----.... (iizzz~aenn- '/Coordinator Accounting Research -- ----...- -- -- - -  - /-*-.__- ----- ----.. . 

Fmy Sheppard [ ~ a n a ~ e r  - -.---**Fcounting Research 
- ~ ^ _ . _ _ _ _ _ - - _ _ _ _ _ - _  _- I___pL_. * I--p" ---. I_------ " -- 

TMAN - Treasury Manager 

EOD - End of Day 

BDMS - Business Data Management System 

The following revisions are effective 05/ 01/02: 

Update procedure.for implementation of Treasury Manager system 
Update procedure for persomel changes 

The following revisions are effective 03/01/04: 

Update procedure for Treasury Manager system 
Update procedure for personnel changes 

The following revisions are effective 01/01/05: 

Update palicy for new manual ownership 
* Update policy to reflect reorganization of manual 

The following revision is effective 08/01/05: 

* Update procedure for personnel changes 
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New Account Set-up & Definition 
(Account Standards) 

Functional Area: General Accounting 
Sarbanes-Oxley Category: High Level Controls 

Process Owner: Gwen Pate 
Effective Date: 05/01/98 
Revised Date: 01 / 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
+ Select "Accounting Policies and Procedures" under the "Communities" 

heading at the top of the page 

Policy Statement . 

All Balance Sheet accounts for all corporations shall be defined according to a 
group of Account Standards. These standards are to be addressed when a new 
account is set-up by Corporate Accounting. 

PBR (Accounting Data Setup) is utilized for tracking adherence to these 
standards. 

The Account Standards are as follows: 

.-"--- - 
m & & d & d / D e f i n i  tion 

__*___"X_ - -_ - I _X_  _*_- _____~____-__- . .  ^. __.-----__-.-- .- - --- " ---- 
b c o u n t  # Fenera1 Ledger Account Number - -  . , - ---I_. _ (_----- "ll"-X..- -I(-- -- -- - ." ...-- -- - ------ - 
\Account Title bescription of Account we- 

-" ---- -- "- 

Iuep t Owner /Department with responsibility for reconciling the account 
.----- 

IlndividualOwner l~ndividual department employee with the responsibility for 

I -..-.%- --- [reconciling the account -----" --------- "."...."..""-- -- 
Last period for which the account was reconciled (e,g., General 
Ledger balance was reconciled against the actual balance) I- - - _ _ -  ____-_-.. _--___.-_ " ----- - - - * - . . - - -  I__--., 
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" A - " 

a high frequency of 
equity accounts) 

" .  
---*--" ----" 

occur causing the inherent risk 

----- -.- " -- ---.---*-- *--~ 

regulatory Impact a regulatory agency (Yes/No) -- --- 
budit -- - Impact -/-oxcountclosely . . . - -  monitored - by the D&T audit team (Yes/No) - 
tstability ]wry widely from period to period 

I - -.-- $YCS/NO) --.....---- . --- 
&conciliatiin Frauencv -\-;criteria above. should the account be reconciled 

I -- - l ~ o n t h l ~  (M). Quarterly (Q), Semi-Annual (S), or Annual (A). 
----...-..... -- ----.. * i 

4 T 

Reason for Policy 

Account Standards provide several benefits: 

To delineate account reconciliation duties between the Accounting 
Department and the Business Units 
To ensure responsibility for accuracy of data within an account is held by 
those closest to the transactions 
To increase control of accounts 
To clearly define ownership of accounts providing a single source for 
information regarding all the accounts 

t 

Process Flows 

Frequently Asked Questions 
i 

Procedure 

Requesting a New Account 
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New Account Set-up & Definition (Account Standards} 

C_-_^^--__"____"___^_- ----- ----*--- .,- ".. .I."-LI.." .-"."--- ... - - ---- --- 
DEPARTMENT /RESPONSIBILITY ~ACTION 
Any Department i Requester ---I---- 1, Determines the need for a new 

account. 

I- 
-- ----. --- 

Requester 

I 
1 r o r a t e  - .  ~ c c ~ u n t i n ~  "'r----'[' -- -- "-. 

3. Research new account 
Discuss issues as needed with 
manager 

e Review for consistency with 
Chart of Accounts guidelines 

I 1 / Review for consistency with 1 
I I general account structure 

Accounting ohn Linton 4. Perform tasks to set-up the account 
in all systems (see procedure for New 
Account Set-up). ---- -- 

fi5J%ZAccou&nt: l I , inton m l n f o r m s t i n g  employee of the 
I - 

- 
I lnew account number and inform I 

1 1 ldeparbnent and individual of new [ 
I I laccount ownership. --p- ohn Linton -i 6, Inform individuals under "who 

--- 
Corporate Accounting r should know" list of the new 

Training and Documents 
i 

Training: 

Additional Documents: 

New Account Request form 

L I 

Who Should Know 

Controller 
Assistant Controllers 
Regulated Businesses BU Financial Operations 
Power Technology & Infrastructure Services BU Financial Operations 
Energy Merchant BU Financial Operations 

a Budgets & Forecasts 
Corporate ~ccounting 
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Management Reporting & Cost Accounting 
Tax 
Human Resources 
IT 
Rates 
Shareholder Services 
Fixed Asset Accounting 
Payroll & Benefits Accounting 
Accounts Payable 
Accounting Research and Reporting 
Treasury 
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Related Information 

Reconciliation & Analysis of Accounts Policy 
User's Guide Account Reconciliation Database 
User's Guide to Generating Reports from Accounting Data Set-up for the 
Account Reconciliation Database 
User's Guide to Generating Account Reconcile Status Report from FRT 
User's Guide to Generating Reports from FRT for the Account 
Reconciliation Database 

Contacts 

Definitions 
3 

---- - FAME 
--- 

(ROLE 
--, 

bhn   in ton l~oordinator 

Revisions 

--- 
DEPARTMENT 

---..--....-..--..,- 
Corporate Accounting 

The following revisions are effective 08/01/99: 

--- ...------ ----.....,.."-- ---....... ---. - 
( G K ~ a t e  E i r  k ? t e X c c o u n t i n g  - 

Accounting Research . "  + .  - " " " -- 
Accounting Research 

Erica Glenn 
" "-- - .. 

Amy Sheppard ---- -- - - - -- ---- - 

Senior Analyst 
_ _ "  " 1 1 

Manager 
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b . Update "Responsibility" column for personnel changes 
Creation of Account Reconciliation database in PBR 

The following revisions are effective 04/01/01: 

0 Update for department changes 
Update for New Account Request form 

The following revision is effective 10/01/02: 

Update for department name change 

The following revision is effective 11/01/03: 

Update for department name change 

The following revisions are effective 01/ 01/05: 
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* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Monthly Reporting Process 
Functional Area: General Accounting 

Sarbanes-Oxley Category: Financial Reporting & Disclosures 
Process Owner: Gwen Pate 
Effective Date: 05/01/02 
Revised Date: 11 / 01/ 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Policy Statement 

Each month, Corporate Accounting shall prepare and analyze the financial 
statements to provide Accounting management with information regarding 
financial results. 

Reason for Policy 

To document the monthly reporting process for providing Accounting 
management with information regarding financial results 

Process Flows 
A' 

Process Description/Narrative 
A 
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Timeline: 

Prior to the end of each accounting period, Corporate Accounting will publish a 
Closing Calendar outlining the procedure and due dates for closing the current 
accounting period. The calendar will be available via iPower. The calendar will 
disclose the workdays for the month and the tasks due on each workday. When 
necessary, weekends will be included as workdays to ensure the financials are 
completed in a timely manner. 

Preliminary Results: 

Preliminary results will be scheduled for release on the 8fi working day. In order 
to meet this release date, all tasks listed on the calendar must be completed on 
the due dates assigned. The release of the preliminary results is dependent on 
timely execution of the Closing Calendar tasks. This includes feeders being 
received in Corporate Accounting, journal entries completed, approved and 
posted, accounting modules ran, and reviews completed, Once all necessary 
tasks are completed, management will meet and determine when the 
preliminary results will be released. 

Financial Result Analvsis: 

Financial analysis will be performed on the preliminary results and issues 
reported to management. Any required journal entries will then be completed 
and all necessary closing calendar tasks will be repeated to incorporate the 
correcting journal entries into the financials. Financial analysis will then be 
updated to include these corrections. 

Final Financial Results: 

Final financial statements will be submitted to management for final review. 
Once the financials have been approved by management, the reporting month 
will be closed. At the end of each month, General Accounting will distribute a 
Monthly Comparative Variance Analysis packet. This packet will include final 
copies of the financials, income statement summary analysis, margin analysis, 
income statement line item analysis, weather and volume analysis, balance sheet 
summary analysis and balance line item analysis. 

C- I 

Frequently Asked Questions 
a 
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Preliminary Results from Hypcrion Reports, Hyperion Analyzer and CFO Report 
Packet 

----- -- ".- ---- - 

Hyperion Reports, ---- 
Corporate Accounting 1. The closing calendar will be posted 

to the Accounting page in the Power 
Financial and Accounting 
community. Users can check the 
Closing CaIendar status to determine 
its availability. 

--.------ - .- --- - -- ".-...."-------- 
Various Departments 
L p o r a t e  Accounting 

--" "- - --- - ---- 

Pohnton 
I -. ---- 
4. 15' Working Day: BDMS metadata 
load to EHFM and DW. This process 
will require approximately 5-10 hours 
of downtime on HFM, 

r - - F - - - - - p r G - G  Various Corporate Departments Accounting 
and Work Order journal AllCorp500 entries due - 
by 4pm. Corporate Accounting will 
then post all approved journal entries. 

ohn Linton 

--- 
Various 

,.------ 
Various Departments -/Various- 
Corporate Accounting !John Lintan 
-----.'.--- --. -- I-.." ""__ -_ "I___ ---- .---- .--- I---- --.----.----- -- "1 
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------ 
Corporate Accounting will then post 
all approved journal entries, 
including w.0, allocations. 

--" 

------ -- . 

Corporate Accounting 

- -- 
Corporate Accounting 

-- -----..- -. 

intercompany balances. Note: This 
step will be repented ulilh any ndditionnl 
entries posted as n result ofthe revitno 
artd analysis procedures to follau, 

.- 

-- --- ----- ---- *---- .--- 

Hyperion Reports, flyperion 
Analyzer and CFO Report Packet 
available. Note: Release ofstrzferrlents is 
ccmtingent OM Prelimitlary Restilts 
Meeting approval. - 
120. 9" Working D~FHFM load to 
l [ ~ ~ l i m k a t i o n  and Consolidations) 

Corporate Accounting Christina Dyer 21. Final 10Q/K financial statements 
due to ExternaI Reporting (quarterly 

--------- ------- rI""--- ---- ""-""--"--- -- - 
Accounting j22.10Q/K Data request responses 

due to external reporting (quarterly 

-'--" -------- ----.."--r-I---- ----- "-"""-'-- "--I' ,.- -- ---. 
ForPorate Accounting lDani Weatherston k3. All PBC's due to external auditors 

J __-"____ _ _ "__ _ ". _ __-LI_ -_ _ -"--" ----- - - ---- d"CI".." I 
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--.. 
(quarterly only). - " ----..---. 

Prepare schedules for Preliminary Results Meeting and Monthly Comparative 
Variance Analysis Packet 

-- " -.---- "-"---- - "-- 

- -- -- ."."".... 
Corporate Accounting 

Analysis 

---------. - 
2. 6th - 7" Working Days: Prepare 
Margin Analysis to provide to 
Director of Management Reporting 
and Analysis. Analysis to be included 
in Preliminary Results meeting packet 
and Monthly Comparative Variance 
Analysis Packet. - - -- -..---.. - - -. 
3. 6th - 7" Working Days: Prepare 
WeatherfVolume. Analysis to be 
included in Preliminary Results 
meeting packet and Monthly 
Comparative Variance Analysis 
Packet. 

""  

- ""l_-_ll^ ---.-.- -*---- _ 
Management Reporting 

...-.---.-.-.. .. "- ---l̂ l..IC...-- 

Aaron Musgrave 

---" - .--....-- 
~ g u ~ ~ ~ ~ n e ~ ~  Ben Flora 

--" i Accounting 

Corporate Accounting 4. 6th - I lgh working5ays: Prepare 
Bryan Byerly incame statement and balance sheet 

supporting schedules. Analysis to be 
included in Monthly Comparative 

1 

"_ _ - _ - -  ___ -- - _ 
Accounting Kelly Hemon 5. 6th - 14th Working Days: Prepare 

cash flow supporting schedules and 
statements. Analysis to be included 
in Monthly Comparative Variance 

i distribute Monthly Comparative 
I Variance Analysis Packet. 

Controller 
Assistant Controller 
Assistant Comptroller 

e Director General Acct 
Y._____"___ - _ _ ~ _ _ _ _ _ _ _ .  _ _ l ~ _ _ _ " _ _ " _  

_------ ----- -_--- -- --...--......--I- -- 

__ -- -- _--- - *-.- + 

Variance Analysis packet. Analysis to 
be included in Montl~ly Comparative 
Variance Analysis Packet. Note: The 
majority of hniancc sheet supporting 
scltedules nrc otdy prepnred qiiarferly. -- .---*---- --- 
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l ~ m v  She~uard l~anaeer \Accountinn Research I 

, ; ,  - - . - . . . I - " -  - - - -  - - -- 
I 

- - r; -  arehou house 
:-enson - -  - - 7[isgixqz porporate Accounting 

I J - - - L I  - I V I " 
t 

Definitions 
F 

Hyperion Financial Management (HFM) - Financial management and reporting 
tool 

i 
1 
% 

Hyperion Reports - Provides users with standard reports used for financial 
statement reporting and analysis 

Senior Analyst - _"._-___ -------- 
Manager 

Bryan Byerly 
*_^ -_ __ _ " _ _ - -  

Kathy - Lilly - - - -  

Hyperion Analyzer - Supports management reporting and provides graphical 
reports for the CFO Reports Packet 

Corporate Accounting 
-l^l-l" - - - ".."* - -1- - - 
F&A Production Support 

[ ~ a r o n  Musgrave [L=-- 

Revisions 

*--... 

Management Reporting - 

The following revisions are effective 01/ 01 /05: 

[~rica - .- - Glenn " -  - . f coordinator - -. - . -- Research 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

The following revision is effective 11/ 011 05: 

Update policy to reflect new reporting tools 
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Money Pool Transactions 
Functional Area: General Accounting 

Sarbanes-Oxley Category: General Ledger Accounting 
Process Owner: Gwen Pate 
Effective Date: 08/01 /O5 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

L 
Policy Statement 

On a monthly basis, Corporate Accounting will record the accounting entries 
(CA 343 journal entries) necessary to recognize the financial impact of money 
pool transactions between the various Cinergy entities. 

Reason for Policy 

To ensure that the financial impact of all money pool transactions are properly 
recorded in the Company's financial statements, in adherence to GAAP, 
Regulatory Requirements and the Money Pool Agreement 

Process Flows 

Process Description/Narrative 

Each month, Corporate Accounting downloads a file from the Treasury Manager 
system (TMAN), containing the short-term debt transactions. Each transaction is 
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supported by a debt " ticketi' which contains the essential elements of the borrowing 
arrangement (Investing Co., Borrowing Co., Date Issued, Date of Maturity, No. of Days, 
Interest Rate, Principle and Maturity Amount). 

These Money Pool transactions are isolated in an excel file (Bank Loans), which is then 
re-formatted for analysis and calculation purposes, The data elements in the excel file 
are used to calculate the accrued interest earned for each debt instrument (ticket). 

In calculating the interest amount for the borrowing period, no interest is calculated for 
the last day and 360 days are used as the annud period in the denominator. The 
interest amounts calculated at the beginning and end of the month may need to be 
prorated, based on any overlap of borrowing periods that span two different months. 
Also, accrued interest for the last day of the month is excluded from Accounting's CA 
343 entries, since it is included as part of the TROOl system feed to BDMS. 

Maturity amounts are calculated at month-end, which should agree with the General 
Ledger Notes Receivable balance, after posting the CA 343 and TROOl entries. 

Manual CA 343 journal entries are prepared to record interest income and expense, as 
well as adjust notes receivable and inter-company accounts for the current month's 
activity. 

4 

Frequently Asked Questions 
i 

Q1. Whv are the CA 343 iournal entries necessary? 

A. To record the financial impact of borrowing activity between the entities, that 
is not: included as part of the TROOl system feed to BDMS. 

Q2. Are there any prohibited borrowinp arrangements per - the Monev Pool 
Ameement? 

A. Yes. Cinergy Corp (800) cannot borrow from its subsidiaries. 

43. Are the other entities allowed to engage in lendinn and borrowing 
activities? 

A. Yes. Except for the prohibited arrangement in Q2, the other entities can lend 
and borrow funds among themselves. 

Procedure 
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Prepare, review and approve CA 343 journal entries: 
___ - I".- . - -  X 1  . - "  . " " "-. - - .  . " " .  . 

-- 

from TMAN and export into excel 
spreadsheet. 

I This file contains the following 
information for each debt instrument 

0 Investing Company 

. 

--.- 

Borrowing Company 
Description 
Ticket Number 

* Datelssued 
Date of Maturity 
Number of Days 

a Interest Rate 
0 Principle Amount 

Maturity Amount 
Interest AccruedlEarned -- --- ".*......--..- 

Note: No interest is colcirlafed for the last 
day oftlie borraoir~g period nnd 360 days is 
used as the artrrual period in the 
denominnfor, Also, TMAN records the 
n c m e d  interest for the lost day of the ntorlth 
ondfieds this itlforntafion to BDMS. 

-- -._-- "--- 

3. Calculate accrued interest earned for  an I Corporate Accounting 
the month, prorating amounts at the 
beginning and end of the month, based 
on the borrowing period and manth- 
end cut-off. 

1 

Corporate Accounting I--- - - - p y ~ ~ a n  F ~ r e p a r e  the CA 343 journal entries to 
record interest income and expense, as 

I 
well as adjust notes receivable and inter- 
company accounts for the current 
month's activity. 

- - month's information. - "---- ------ _i 

_ -_--~----"-  
Corporate Accounting i 

--.--I--- A- --*- w ----- 
'Tom Reis the various CA 343 journal 

entries. This includes recalculating 
amounts and days outstanding, 
verifying General Ledger notes 
receivable balances, cut-offs and prior 
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6. Investigate and resolve any 
differences. 

-me --......- 

----- -" ----- - -- -- -----... 
d 

Training and Documents 

Training: 

Additional Documents: 

* Money Pool Agreement 

Who Should Know 

Corporate Accounting 
Treasury 

Related Information 

Contacts 

-* -- -- .--- -- - -*---- -- ----. -  NAME . [ROLE - ~ T M E N T  --- 
[ ~ w e n  Pate lGz&F /corporate Accounting *--"--p-".- -- - - --" 

[Reis- -poor dinator ForPorate Accounting 
-,.--- -.-- " - ----.- .- -" - -- - 

Wesley Ryan - --" --/SeniorAnalyst [ m o u n t i n g  

Erica Glenn Icooordina tor l~ccovnt in~  Research --. _~-.__~."---_."_l-_X_I_.-- .-r py Sheppard ----wager [~ccount in~  Research ------- - .------- -- -- .-----..-- - - 

h 

Definitions 

BDMS - Business Data Management System 

TMAN - Treasury Manager 
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Misc. Cash Receipts - 
Refunds/Credits/Dividends 

Functional Area: General Accounting 
Sarbanes-Oxley Category: Revenue, Metering, Billing, Receipts, 

Collections 
Process Owner: Gwen Pate 
Effective Date: 091 01 / 98 
Revised Date: 08/ 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within Power as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Miscellaneous cash receipt activity related to refunds, credits, and dividends in the 
Company financial statements in should be recorded in adherence to GAAP. 

To ensure that all miscellaneous cash receipt activity related to refunds, credits, and 
dividends are properly recorded in the Company financial statements in adherence to 
GAAP 

Process Flows 
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This procedure describes the process that is used to identify and record cash movement 
that is not entered by a specific departments system (such as Billing Services customer 
management system, the accounts payable system, Miscellaneous Receivables computer 
system, etc.) or another policy specified under Revenue, Metering, Billing, Receipts, 
Collections category. 

Through Treasury Manager's daily processing (see Treasury: Cash Management - Daily 
Processing), all cash receipts and disbursements are collected and categorized. General 
accounting then reviews the transactions on a daily and/or monthly basis to determine 
which items are processed through specific department systems (such as Billing 
Services customer management system, the accounts payable system, Miscellaneous 
Receivables computer system, etc,) or which items need manual intervention (see 
Closing Procedures: Cash Ledger Procedure), General Accounting identifies these 
items on the Total Transaction Report with an identifier of GEN (see Closing 
Procedures: Cash Transaction Procedures). 

The items which need manual intervention are reviewed daily and/ or monthly by 
General Accounting to determine whether proper accounting exists with the back-up 
provided by Treasury or through emails received from other departments notifying 
General Accounting of receipts and disbursements that will, or have been, initiated 
(coal trading transactions, deposits sent to Treasury for deposit, miscellaneous wires. 
received from third parties that do not have corresponding invoices, etc.). The 
accounting that is provided by Treasury or other departments is used to manually book 
the entry to the general ledge;. For those transactions where proper accounting has not 
been provided in some manner, research is done to deterrnine which department owns 
the transactions and steps are taken to obtain proper accounting so that the entry can be 
booked to the general ledger manually. 

Once all transactions have been identified and proper accounting has been obtained, 
General Accounting enters the transactions manually via the journal entry tool. The 
journal entry number used is either CAlOl or CA106, depending on the corporation. 
When the entry has been input into the system and the preparer has marked the entry 
as complete, the preparer of the entry prints a copy of the journal entry and hands it 
with the Total Transaction Report, and all back-up showing proper accounting to the 
General Accounting reviewer. The reviewer then identifies any errors that may exist in 
the preparation of the journal entry. If errors are found, the entry is updated by the 
preparer and corrected. The reviewer will then review the entry again for any potential 
errors. Once the entry has been adequately prepared and reviewed the entry is marked 
by the reviewer in the journal entry tool as approved. The entry is then posted to BDMS 
by data warehouse. 

As a tool to ensure that all transactions identified as needing manual entry into BDMS 
have been entered, General Accounting has created a spreadsheet to tie-out what was 
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0 

identified on the Total Transaction Report to what was entered into the Journal Entry 
Tool. This is reviewed by the 5" workday of each month. Genera1 Accounting ensures 
that all transactions identified for manual intervention have been entered for the month. 
If there are any discrepancies identified on the 5" workday, General Accounting works 
to identify what transactions make up the discrepancy and how it is going to be 
resolved in the current month. 

Procedure 

Capture information on business transaction 
Classify transactions for journalizing 
Cutoff transactions 

I -- -- 
Treasury refundlcreditldividend deposit: 

into Treasury Manager. 
on the last day of the 

onth. Note: iffhere nve any errors, these will be 
bank reconcilintiott process and 

Treasury irt the foilaoirtg 
olttk. Nofe: this process sholrId be conlptefed 

--- --- -em-- -- -- 

Identify error(~) in Source Documents and pushback for correction 

FET-im-e- - ---+ "-."-...- -- " ------... 
[~ARTMENT --" - - - -""~ESPONSIBILITY 

_____ll-- ----- 
korporate Accountinp. m a n  -fMatchrefund/credit/dividend deposit 

w - - 
ticket to Total ~ransactions Report. ];Jete: this b rocess should be complete by Day 1, EOD. ---- - - - _ _  -..,.--- --- --- " " 1 

Prepare journal entries 

-- 
I [DEPARTMENT ~ESPONSIBILITY [ACTION -- I 1 ___ *.," ---I - ---..-. -- - .-( 

sipes . Forward a copy of all I reasury r I 
refund/credit/ dividend deposit: tickets ! 

I together with a copy of the check to Corporate 1 ccounting. Note: fhis process sftorrld be 
lcotnpfeted daily. __-__ _- "- --- -_'r........-- --...-- 

Porporate Accounting r esley Ryan 2. Total Transaction Report is prepared by 

I orporate Accounting. Note: this process slzould 
! 1 e conzpletc by Dny 1, EOD. 

""-- _-____-._.____._ _ ____Y__"I__*- -- ---a_--- - 
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- - ?  ---- - .  

EPARTMENT 

.... --.--- -.*- - - - - ---- ---* -- .--.."."'..- 

Identify errors in prepared journal entries 
- " ."-.-" . . " "- -  . " --  

~DEPARTMENT (RESPONSIBILITY (ACTION _ -  p--*"" ----- -,.- ---- 
, - -  orporak Accounting i""2"' the . Verify Total a Transaction copy of the Report journal and entry source against 

documents to ensure data entry accuracy. If an 
rror is identified, return the JE and correcting 
ote to preparer. Note: this process sltould be 

conlpleted in  ~ccordn?lce with the closing calendar. --- -em --.- --.--- -- - - 

Correct errors in prepared journal entries 

I ----.----- "--" "- _ - " -  __._..--__"_.I ..PI..".. 
Gporate  Accounting 
I 

. Correct data entry errors in JE Tool. Note: 
tlzis sltould bc complcfed irt accordance - -  - -  r 

I I twivith the closing calendar. 1 - 

Post journal entries to BDMS 3.0 

"_ __"I_ - " _ _ X " _  --._-l-.-CI-....-..." "_- --- ----- - DEPARTMENT ---*'FEGFONSIBILITY ~ T I Q N  ---..- 

1. Approve journal entries for posting. 
elly Henson ---- r - - - -  

Create and post accruals . 

----- -*--"p---- .-- - -- -".",...-".--- .- - ---*- 

~ A R T M E N T  - ~ESPONSIBILITY--   TIO ON ----------- ----- --.....------ .- 
~'XI A ~ J / A  ~ ~ < - ~ c c r u a l s  are booked related to 
! .  I I ' ---. - (miscellaneous cash receipts. - ----- A 
Create and post reserves 
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__-_____-____ _ _ _ _ -.XI-^ ---X--L.--.-l.. - " -----^I - " _ * " "  -1--- 1 --... - - . -. -------- 
~BPARTMENT I R E S P O N S I B I L ~  ~ACTION 

4. No reserves are booked related to (77 - -...-- 
_ _ _ _  ---___ miscellaneous cash receipts. - ----.-.-- 1 

Training: 

Documents: 

Who Should Know 
t 

Corporate Accounting 
Treasury 

t 

Related Information 
A 

Misc. Cash Receipts - Fitness Center Policy 

Misc. Cash Receipts - PSI Insurance Claims Policy 

Misc. Cash Receipts - CGE Insurance Claims Policy 

Misc. Cash Receipts - Management Stock Option Payments Policy 

b d 
Contacts 

--.---- -*- --.------. ----... 
NAME KOLE MARTMENT 

1 I ---.-- --------.-*-- - 11--1---- .."--.. r--.-*---- - 
John Linton '- Fordinator, Data Warehouse Forporate Accounting 

-- . - -  ------- ---- 
Gwen Pate - -Manager, General Accounting -... brporate Accounting -- -- - 

- - f w r ,  Cash Management /Treasury 

- - - - - - - 
I 1- 

Robert Hoffrnann - bpniorAccoun6ngClerk~ccountin~ c x r k  
P 

Christina Dyer bnior  - -  Analyst 

Wesley Ryan bnior  Analyst 

- .----- -- 
Corporate Accounting -- - 
Corporate Accounting ---- 
Corporate Accounting 

--..- --.. --- ^_"I_- - 
Kelly Henson 
_lll_l_-__ I..-- 

p ~ n a l ~ s t  F t e  Accounting ___-.-___-_ - . "  _- __-pw __I_-.-... "------I-- -- 
Tom Reis oordinator, Bank Account orporate Accounting 

econciliation IF- F 
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BDMS - Business Data Management System 

............ I......_.X-.......IX1.-I. ,.-I-- _I-C" -,--- ._ .. __-I-_---.---I_- ................... -- __._...--__- ................. "-__^-."-------- ............ 

Revisions 

i j .I...+. Erica Glenn --I.,11-* .^XI : poordinator . II_III--lI_lI-,.. ..... .---, 

The following revisions are effective 11 / 01 / 00: 

Accounting Research ---..,- ..I....X ..... ..-...-....." ............... a . 

Update procedure for personnel and department name changes 
Update procedure for process changes 

' Amy Sheppard . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  i wanager . . . . . . . . . . . . . . . . . . . .  i &ccounting Reearch . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . .  . . .  . . . .  

The following revisions are effective 05/01/02: 

Update procedure for personnel changes 
Update procedure for process changes 

The following revisions are effective 02/01/05: 

a Update procedure for personnel changes 
Update for change in format 

The following revision is effective 08/01/05: 

Update procedure for personnel changes 
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Miscellaneous Cash Receipts - 
Insurance Claims 
Functional Area: General Accounting 

Sarbanes-Oxley Category: Revenue, Metering, Billing, Receipts, 
Collections 

Process Owner: Gwen Pate 
Effective Date: 10/01/05 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within Power as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Claims receipts are recorded timely and appropriately. 

Reason for Policy ' 
1 

To ensure all receipts related to claims for PSI are deposited and recorded correctly and 
timely 

t 

Process Flows 

Process Description/Narrative 

PSI regularly receives checks from various people and companies to settle claims that 
are usually a result of damage done to PSI property. These checks are routed to Sherry 

- 1  - 
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Hopson, Risk Management Asst,, Claims Department. Sherry periodically (3-4 times a 
month) prepares a deposit slip, and completes a "Collection for Damage to Company 
Property" Report. This repoxt identifies the claim, claim status, claimant, District, 
checks number and also lists the accounts to be credited. 

Sherry forwards the checks and completed deposit slips to Treasury, who makes the 
deposit. "The Collection for Damage to Company Property" report is communicated to 
the areas where the damage occurred. A copy of the deposit slip and the "Collection for 
Damage to Company Property" report are sent to Bob Hoffman, Corporate Accounting. 
Bob prepares a monthly journal entry to post the cash receipt and also credit the various 
accounts. Bob also compares the deposit slip totals to the amounts recorded by 
Treasury. 

Note that CG&E's miscellaneaus cash receipts for insurance claims are settled through 
Miscellaneous Accounts Receivable. 

Q1, How is a new claim established? 

A. The process to establish a claim amount is relatively straightforward. Once the 
claims department is notified of the claim, an investigation and liability exposure 
analysis is completed to determine potential future expenditures that Cinergy may 
incur once the claim is settled, The Claims department tracks these in the STAR 
database, which is in effect the subsidiary ledger, At month end, a report is 
generated indicating the open claims and the balance of the claims. An entry is 
recorded to adjust the balance of the general ledger account to the balance of the 
report. The expense side of this entry is reported in the O&M section. Roughly 36% 
of the claims maintained in the database are receivable in nature. 

Q2. What is an average volume of checks and claims? 

A. Approximately 70 claims a month are credited, and deposits are generally $100K - 
$200K. 

Communication of Cash Receipt 
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Communicate Deposit of Cash Receipt: 
" " - "  - . - " .  . . 

IDEPARTMENT  RESPONSIBILITY ~ C T I O N  - - - -- - - ---. -.- ---. ---- 
r - - - t E %  ~ ~ m e "  $ 1 .  Complete the deposit transaction. 

orward claims information to Bob 
---* ---Ii offman. --- - ------ 7 - 

Training and Documents 

Training: Systerh training and job specific training should occur as needed 

Who Should Know 

Corporate Accounting 
Claims 

Related Information - 
J 

i 

Contacts 

- - --- 

Dani Weatherston bnior  Analyst corporate Accounting 
- r  

" " - - 

Dave Jones pupervisor piaims ----- -. - "--. ..---------- ---- - 
Sherry Hopson 
----*- --- - - -- -**-- - - b-ent. Ass t ----- --...* -- E m s  -" ...----------- ..*-.-.-<,-- .-..--- .--.--, 
Bob Hoffman Accounting Clerk Ic6Grat.e Accounting _ _--___- - -- dl-___.----- " - --- ---------- .-..*--- " ---.-.-.-A- " ------ -.-.... 
Erica Glenn poordinator - - - Fzo&nting Research 

-------.-- -- -- " 

Amy Shcppard banager pcounting Research 

NAME ----- 
Gwen Pate 

ROLE -- ~DEPARTMENT 
Manager FoxPorate Accounting - --- -- ----.. 
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8 % 

Definitions 

BDMS - Business Data Management System 

Revisions 

The following revisions are effective 10/01/05: 

* Update policy to add Process Descriptions/ Narrative 
Update policy for personnel changes 
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Health Insurance Claims Incurred But 
Not Reported (IBNR) 

Functional Area: General Accounting 
Sarbanes-Oxley Category: Payroll/ Human Resources 

Process Owner: Gwen Pate 
Effective Date: 09/01/ 98 
Revised Date: 09/ 01 / 05 

All accounting policies can be found on iPower as follows: 

Launch Power 
Go to Accounting Policies & Procedures Community 

Policy Statement 
r 

Cinergy will record all transactions relating to employee/retiree health care 
claims, which have been incurred, but not reported (IBNR). 

Reason for Policy 

To record employee benefit activity in the Company financial statements in 
adherence with GAAP and regulatory requirements 

Process Flows 

7 

Process Description/Narrative 

On an annual basis, Hewitt Associates, a benefits consulting and actuarial firm, is 
engaged to determine the incurred but'not reported claims associated with Cinergy's 

. 1 -  
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medical and dental self-insured plans. The Cinergy plans cover both active and retired 
employees. 

Cinergy records reserves for medical and dental claim incurred but not reported 
associated with its "self-insured" plans. Cinergy maintains the following IBNR 
reserves: 

-- ------- -."- ------- --" -..---."* / Account "[ 
/ - - - . - - Description - -- -"""-" ---- % " "  " " "  -- - -- " "  -- - . " - -  
I - 

242950 ----- IBNR reserve far retiree medical 
-...-..-- - --- .-- --- 

rw-Y42955 m ---- - - -  7u - '[IBNR + -  ---- - reserve - - - for active ----- employee v- " - w  medical 

I 242970 ( IBNR reserve for active employee dental - --- ----- 
r - z % 7 5  [- - -  - - -  IBNR reserve for retiree dental 

j 

The net change in the medical and dental IBNR reserves associated with retirees 
is debited or credited, as applicable, to the accrued postretirement benefit 
obligations (account 228380). Retiree medical and dental costs are accrued for in 
the FA5106 account based on actuaxial calculations performed by Hewitt 
Associates. Adjustments to the FASlO6 reserve is appropriately recorded 
through the fringe benefit cost pool. Annually in December, the FA5106 reserve 
is recorded to Hewitt's valuation, which does not include IBNR. See FAS106 
Post Retirement Policy for information regarding retiree health care costs. 

The net change in the medical and dental lBNR reserves associated with active 
employees is debited or credited, as applicable, to the fringe benefits cost pool 
(account 184100). See Fringe Benefits Cost Pool - Annual & Periodic Studies 
Policy for information regarding Cinergy's fringe benefits cost pool. 

The IBNR reserve is allocated to the various Cinergy subsidiaries based upon 
active employee/retiree headcount. The active headcount data is obtained from 
the IPeopIe website and is titled, "Monthly Employee Census Summary". The 
retiree headcount data is obtained from Hewitt Associates upon request. 

Procedure 
i 

Capture information on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 
Cutoff transactions (CoA.5) 

------- I __ I_- -- _"---_I." ..----l-llll*"---." 

~ P A R T M E N T  - - . -  - JRESMONSIBILITY ~ C T I O N  
l~ewitt  - Outside Vendor / ~ i k e  Jost - - 11. Generate estimated amounls from - 
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Identify error(~) in Source documents and pushback for correction (CoA.3) 
Correct error(s) in source documents (CoA.4) 

- - " "  --- . --- 

- 

.- ------ -- - *- -- - 

"- - - - . -- ". . - - - - " "  

/DEPARTMENT --------- -- /RESPONSIBILITY 1 ACTION 
------------. - -. --- -- ---- 

kuman Resources & Heath m e l d  & Donna Korte 11. Review estimated claims incurred 

- - - - - - - * - -  - 

provide to General Accounting and 
various other Cinergy personnel 
including, but not limited to: Human 
Resources. Note: this information is 
requested on an nnnuaf basis artd is 
gelternfly received early-nrid Decenrber, .--- ----- - -- - - - --- ---- --- 

/br Welfare Strategies I but not reported reserve amounts far 
reasonableness. Notify Benefits 

I I f ~ c c o u n t i n ~  upon concurrence. ------ -- ---I__p___ "" "- _ .....p_-....- --- -_-..- "--" -_-.... J 
Prepare journal entries (CoA.6) 

- - "-- 

(~SEPARTMENT ---- -(RESPONSIBILITY -/ACTION -- - --.-- --- ---- --....... 
General Accounting Senior Analyst 1, Extract the net change in the IBNR 

totab from the manual Excel 
spreadsheet and enter into a journal 
entry in the JE Tool. Note: this process 

i 
shottld be complete by Day 2, EOD 
annunlly, -_ --_ _ - -____-.- .__"__I_- -I--.----" ---.-- --. 

Identdy errors in prepared journal entries (CoA.7a) 

-- - ...---- IF* i6-s---- -...---..- - 
[TRTMENT General Accounting -- -- /RESPONSIBILITY 

Senior Analyst 1. Verq  a copy of the journal enby 
against the source document to 
ensure data entry accuracy. If an error 
is located, n o w  the preparer and 
provide a copy of source doc's & JE's. 
Note: this process should be complete by 
lfny 2, EOD anttrtnlly. 

- --- I-- - ---"-- ---- -1 
Correct errors in prepared journal entries (CoA.7b) 

.,---*- ,--*-.",,-.-* .--..-- --" *<,.-.- - " /DEPARTMENT ~~~ESPONSIBILITY [ACTION 
Analyst 

---*--_ _ . " . _ , _ _ _ _  . . . _ _ . . - ~ _ _ - -  " " -.-- * -..-.,---..-,...... " "~" 
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Post journal entries to BDMS 2.0. (CoA.8) 
* -** " -" " "  -" " ..- .--- -. " . - - . . . - . 
 DEPARTMENT /RESPONSIBILITY --- .---  ACTION 

journal entries in BDMS 

---- 
post all journal entries 

approved in JET. Note: this process 
shol~ld be complete by Day 2, EOD, 

. -- 1 
Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

-.-- I _ _ 1 _ _ . _ _  - __( _-_---- - . - - - - - - - - - - - -  ". 
D E P A R T M E N T ~ S P O N S I B I L I T Y  --- /ACTION -- 
N/A 11. All accruals and reserves are 

cluded in the above processes. 
rnergy updates the IBNR accrual 

Training and Documents 

Training: 

Documents: 

Hewitt Associates IBNR Report 

4 

Who Should Know 
v 

General Accounting 
0 Human Resources 

Tax Department 
Cost Accounting 

Related Information 

FA5106 Postretirement Benefits Policy 

Health Insurance Employee Contribution Policy 
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, * 

Health Insurance Employee/Employer Allocations Policy 

Fringe Benefits Cost Pool - Annual & Periodic Policy 

t 

Contacts 

L 

Definitions 

... -- ----- ----- 
lNPlMlE-F m--- - - -- - /DEPARTMENT " - - -  

EOD: End of Day 

IBNR: Incurred But Not Reported 

Isusan Balsley - - -. I~n ior  -- Analyst -- .-- 
pwen ~ a t e  

7' 

Revisions 

General Accounting 
--w----. - -- 

General Accounting 

The following revision is effective 08/ 01 / 00: 

Update procedure for personnel changes 

----- ..--- 
wnager  ------ --- --- "- -- - -. "-.- --- 

~ l e n n  Foordinator bcounting Research - 
[Amy Sheppard v " I~anager - - 

-* 

l s ~ e s e a r c h  --- 

The following revision is effective 12,' 01 / 02: 

Update procedure for personnel changes 

Tlze following revision is effective 10/01/03: 

Update procedure Frequently Asked Questions 

The following revisions are effective 01/01/05: 

* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

The following revision is effecti.ve 091 01 / 05: 
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Journal Entry Rejects 
Functional Area: General Accounting 

Sarbanes-Oxley Category: General Ledger Reporting 
Process Owner: Gwen Pate 
Effective Date: 09/01/05 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

4 Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

t 

Policy Statement 
t 

Journal enhy rejects occur when an entry is submitted with incorrect accounting. 
Rejects should be reviewed on a monthly basis to ensure proper accounting in the 
financial statements. 

Reason for Policy 

To address accounting treatment of journal entry rejects to ensure all amounts are 
properly captured on the books and reported in the financial statements in accordance 
with GAAP 

Process Flows 
2- 

4- 

Process Description/Narrative 

Journal entry rejects are transactions that for various reasons could not go through the 
accounting system with the'accounting used when the journal entry was entered into 

- I -  
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the system. This primarily happens when the combination of data elements are invalid 
or a data elements stop date has been exceeded. The design of the new system has 
increased the number of validations done automatically with the system. Therefore, 
when a reject does occur, the system automatically records these items into the reject 
account 186910. All corporations have this account, although not all corporations have 
rejected items each month. 

The month following entry into the system, Corporate Accounting goes through the 
reject account by item and requests information from the appropriate personnel in 
order to record the items with the proper accounting codes. CA then runs a monthly 
Financial Statement query (after the books are closed - generally around the 7" 
workday) and emails it to the user, The user has until the last Friday of the month to 
respond with the proper" resolution. Once CA receives the accounting from the user, the 
journal entry is due by the end of the 2nd workday (in order to go through cost 
assignment). The ending balance in these accounts should be zero. All reconciling 
items are to be researched and resolved. 

Please refer to Reconciliation & Analysis of Accounts policy for a full description for 
reconciling accounts. 

Procedure . 
I' 

Reconciliation of Journal Entry Rejects. 

-----"---? -- ---.-.---. 

orporate Accounting en Obe johann 

.-...--- 

D balance and to show the activity 

""-- -- 

I - _ - - _ l l  __-" - "  -"- --- I- -- - - - - . . . - I _ -  ---- -- 11---- 

Provide correcting journal entries to clear the JournaI Entry Reject account. 
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-__-- --_ _ _  ._ II___-.-.II."-"-. -.------ -."--.. 1 -1 ---" ---- - -. " - -  - - -  . " -- - - " "  

orporate Accounting 

FBU. usiness Unit coordinators 

I ---- 

-. --.- ----. -- --- -. --"- - "" - - -  - _."--- --, 

C 

Who Should Know 

. Carporate Accounting 
Business Units (CPU, RBU, PTIS) 
Shared Services 
Corporate Center 

Related Information 

Reconciliation & Analysis of Accounts policy 

Contacts 

---- --- -..."..----.-".--- 
NAME liiET-- -- ' m i ? ~ ~ ~ ~ ~ ~ ~  - - "-- --- -- "" -.--- - -- 
Gwen Pate /MY~z -- borporate Accounting - ---. 
Susan Balsley ~ ~ ~ n a l ~ s t  -- --- ForPorate ~ Z u n t i n ~  -- ---- .---." *.  

Jen Oberjohann --Fir;&< ForPorate Accounting 
---- --*-- - -*--- --* "--- ----. --....-.--.. -" 

Erica Glenn - ki5ZZGidr F G t i n g  Research ._- ---__ _-..-_ .------ -- .-- -- -- ----- 
Amy Sheppard panager kccounting Research 
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I 

Definitions 

CA - Corporate Accounting 

GAAP - Generally Accepted Accounting Principles 

d 
Revisions 
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Insurance - Reconciliation & Analysis 
Functional Area: Insurance 

Sarbanes-Oxley Category: Expenditures 
Process Owner: Tony Redden 
Effective Date: 09/01/'01 
Revised Date: 01/01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Policy Statement 
v 

On at least an annual basis, or more frequently, as determined by the Managing 
Director-Insurance, all prepaid insurance general ledger accounts will be 
reconciled. All Balance Sheet accounts for all corporations shall be reconciled 
using Reconciliation and Analysis Standards as outlined in the Reconciliation & 
Analysis of Accounts Policy. The reconciliation shall be done on a timely basis, 
which is determined according to the account standards defined in the New 
Account Set-up & Definition (Account Standards) Policy 

Reason for Policy 

To ensure that responsibility for accuracy of data within an account is held 
by those closest to the transaction 

Q To increase control of accounts 
Q To clearly define ownership of accounts providing a single source for 

information regarding the accounts 

Process Flows 
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Process Descriptioq'Narrative 

Frequently Asked Questions 

Q1. What documentation should be included in the Accomt Reconciliation 
wotkpapers? 

A. Account reconciliation workpapers will vary from account to account. However, at a 
minimum, each account's workpapers should include the following: 

1. Account Background 

a. Business purpose of account 
b, Nature of charges to the account 
c.  Related accounts 
d. Key contact person/department 

2. Key Account Documents, as applicable 

a. Copies of Insurance Policies 
b. Copies of Insurance Premium Invoices 
c. Copies of Request for Payment 
d. Support for allocations to the appropriate corporations 
e. Calculation of joint owner reimbursements 
f. Support for the ownership percentages for the jointly owned facilities 
g. Support for the premium allocations amongst the jointly owned 

facilities when several facilities are covered by one policy 
h. Support for journal entries recorded, both recurring and non-recurring 
i. Company policy or accounting research documents 
j . Other applicable documents 

3. Reconciliation Data 

a. Date reconciliation performed 
b. Individual performing reconciliation 
c. Support for ending account balance 
d. Reconciling items identified 
e. Date, method, individual clearing reconciling items 
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The workpapers should also include any other documentation deemed necessary 
to support the appropriateness of the ending account balance. 

L 

Procedure . 

Reconcile Accounts (coA.9) 
- - - - --" 

-----"-- -*---.-- -- - 
Note: Titefotluwi~~g process is performed 
nt least annually, or ntorefrequetztiy, ns 
determined ~IJ tfie Managirrg Direcfor- 
Insurance, to recoticiie all prepnid 
insurance nccoutl ts. 

1. Obtain GL information from FRT 
reports, and obtain supporting 

-.- 

the supporting schedules. -- -- ..-- _ " _ *  ---.- 
Insurance gt Claims Redden 

--.....--...-..- - ... 

---- --- ---- --- 

i -- ____X________-_ - - - - - - -  - -- .---..p..-l.l -"---- -- ---- - ---- 

Perform analysis of transactions (CoA.12) 
Perform analysis of financial statements: business unit review (CoA.13a) 

Perform analysis of financial statements: legal review of regulatory entity 
(CoA.1Sb) 

-- -....----- -- 
~DEPARTMENT -/RESPONSIBILTY/ACTION -------- - .- +- 

-_-__ _ ______I  _._.____I - -̂ +.. - ------..-"--"----- --- ---- - 
\DEPARTMENT -----. ---- 

~RESPONSIBILITY ~ACTION 
---.......... " ....?---..w---.-vv 

Insurance & Claims b n y  Redden " - - -per form variance analysis for 
-----*--- ""-*- ---...---- ..-.-- mu"-- 

Irxls-rni 

I 
1. Provide monthly analysis and 
sufficient explanation to Business 
Units, as requested, regarding 1 i 
insurance activity. i __ " _ ___ "_ " _ "_____ _---__ -_ -_ _-_- _ ..-l.-w 1 - ---1 
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Training and Documents 

Training: 

Insurance Reconciliation Training Manual 

Additional Documents: 

Who Should Know 

Controller 
r Asstistant Controllers 

Corporate Accounting 
Insurance & Claims 

Related Information 

New Account Set-up & Definition (Account Standards) Policy 

Reconciliation & Analysis of Accounts Policy 

Insurance - Premium Amortization Policy 

Contacts 
--- ----- ---- --- - --- ------- - 

Name F?le - - [e- - 
Tony Redden ( ~ a n a ~ e r  Ilnsurance. & Claims ---- ---. --- - - . . .- 
I G e s c h e r  (supervisor I G R e a o r t s  & Procedures 

l~rica Glenn ISenior Analyst / ~ c c o u n t i n ~  Research ---."-- -.-"*- ---- 
[ ~ r n ~  Sheppard p G & i i  /-~arch 
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No revisions were needed upon review 07/01/03 

4. 

Definitions 
.i 

The following revisions are effective 12/01/03: 

Revisions 

Policy update to Frequently Asked Questions 
Updated for revisions in Procedures 

-b 

The following revisions are effective 01 / 01 / 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 



Insurance - Premium Amortization 

Crtsc No. 2006-001 72 
KyPSC-DR-01-004 

Page 6 17 of 1026 

Insurance - Premium Amortization 
Functional Area: Insurance 

Sarbanes-Oxley Category: Expenditures 
Process Owner: Tony Redden 
Effective Date: 09/01 /98 
Revised Date: 01 /01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPawer as follows: 

Launch iPawer 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

L 

Policy Statement 

Cinergy will defer and amortize prepaid insurance premiums ratably over the 
life of the insurance policy period. Those policies deemed to be immaterial 
might be immediately expensed. 

L 

Reason for Policy 

To record insurance premiums in the Company financial statements in 
adherence to CAAP and regulatory requirements 

Process Flows 
h 

Process Description/Narrative 
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Q1. What are prepayments? 

A. Prepayments are expenditures for goods (other than inventories) or services 
before the goods are used or the services are received. 

In addition, the Code of Federal Regulations defines a prepayment (designated 
as 165 accounts) as follows: 

"This account shall include amounts representing prepayments of 
insurance, rents, taxes, interest and miscellaneous items, and shalI be kept 
or supported in such manner as to disclose the amount of each class of 
prepayment. 

As the periods covered by such prepayments expire, credit this account 
and charge the proper operating expense or other appropriate account 
with the amount applicable to the period." 

Q2, What t v ~ e s  of insurance volicies - does Cinergy utilize? What is the typical 
duration of the policv periods? - 

A. Cinergy has the following insurance policies, which typically run for one 
year. 

Property caverages are renewed annually on April 1st. Certain property 
coverages insure damages resulting from explosions, fires, etc., whiIe other 
coverages insure against damage resulting from storms, high winds, tornadoes, 
etc. The Company's property insurance covers eleven generating facilities, the 
combustion turbine (CT) fleet, and the corporate offices. 

Directors & Officers (D&O) coverages are renewed annually on July lSt. 
Cinergy's coverage is with several carriers, 

General insurance coverages are renewed annually on July 1st. General 
insurance provides coverage for third party property damage and bodily injury. 

In addition, Cinergy has approximately twenty-five minor policies, including 
coverages for Marine, Aircraft, Architect and Engineering, etc. 

See Cinergy Solutions Insurance- Premium Amortization Policy for information 
regarding property, general liability, and D&O coverage for Cinergy Solutions, 
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' See Outage Insurance - Premium Amortization Policy for information regarding 
outage insurance, 

Q3. Who is responsible for negotiating Cinerm's - - individual insurance 
policies? 

A. The Managing Director-Insurance is responsible for negotiating all insurance 
policies for Cinergy, excluding those relating to healthcare and outage insurance. 

Q4. How are premium costs allocated to the appropriate - Cinerm corporations? 

A. The allocation methodology differs according to the type of policy. 

Property insurance premiums are allocated roughly 50%/50% between CG&E 
(Corp 010) and PSI (Corp 100). Allocations are made to the various generating 
facilities of CG&E and PSI based on the insurable values of each facility. 

General liability insurance premiums are allocated to CG&E, ULH&P and PSI 
(Corps 010,070 and 100, respectively) based on prior year revenues (i.e. 
LEALLOC code EXE). CG&E and ULH&P costs are further allocated to gas and 
electric. 

Directors and Officers (D&O) insurance premiums are charged to Cinergy 
Services (Corp 500) and allocated to the applicable Cinergy subsidiaries based on 
prior year revenues (i.e. LEALLOC code EXE). CG&E and ULH&P costs are 
further allocated to gas and electric. 

Q5. Does Cinergy defer and amortize all insurance premiums? - 

A. All material insurance premiums are deferred and amortized over the policy 
life (generally one year). Certain immaterial insurance premiums, such as 
Marine, Aircraft, etc., may be immediately expensed. The determination of 
materiality is made on a case-by-case basis. 

Q6. Wow does Cinerm account far insurance coverages for its iointly owned 
facilities? 

A. The Company has $he following jointly owned facilities, which require 
property insurance coverage. 

.- 
[-* ~ a c i l i t ~ ' ' - T '  Primary Owner* '-""'"7 joint Owner($) 

.--"- 

-.--...-. .".. , W V ~  IMPA 
PSI Transmission PSI 

-... p- 

WVPA, IMPA 
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W. H. Zimmer Skition CG&E 

-"-. Dayton Power and Light 
Beckjord Unit 6 CG&E Columbus, Dayton 

345 KV Transmission CG&E Columbus, Day ton 

1 I -.- .- 
Miami Fort Transmission I CG&E Dayton ''I 

East Bend Unit 2 
Stuart Station 

* NDEe that primary ozoner as used in this instance does not necessarily mean the 
majority owner, but rn ther, fhe outner tolzo is responsible jbr obtaining property 
insurance for the jointly owned facility. 

CG&E 
~avton"'- CG&E, Columbus 

Killen Sta tian 

--- Conesville 

The primary owner of the facility typically purchases the property and general 
insurance for the jointly owned facilities, paying the entire premium. The 
primary owner bills the co-owner(s) for their respective shares of the property 
insurance premium. The co-owner's share of the premium is determined based 
on their ownership percentages in each jointly owned facility. 

- I 

Dayton CC&E, Calurnbus 
Columbus CG&E, Dayton 

For those facilities where CG&E or PSI is the primary owner, a prepaid asset is 
recorded for the entire premium amount, including the co-owners' respective 
shares, PSI/CG&E will bill the co-owners for their respective shares. PSI/CG&E 
will establish a receivable from the co-owner and the prepaid asset account will 
be reduced by the amount of the co-owners' shares. The net premium amount is 
amortized ratably over the life of the policy. 

For those jointly owned facilities where CG&E is not the "primary owner", the 
primary owner will bill CG&E its share of the property insurance premium. 
CG&E will record its share of the premium as a prepaid asset and amortize the 
amount ratably over the life of the policy. 

The property insurance policy includes coverage on all transmission and 
distribution lines within one thousand feet of the actual substation. For those 
facilities that are jointly owned, amounts covering the transmission and 
distribution lines are included in the allocations tolfrom the joint otzmers. All 
transmission and distribution lines that are not within one thousand feet of the 
substation are covered by the Cinergy's self-insurance program. 
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Procedure 

Capture information on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 
Identify error(s) in Source Documents and pushback for correction (CoA.3) 
Correct error(s) in source documents (CoA.4) 
Cutoff transactions (CoA.5) 

"-  " " - "  --- - 
DEPARTMENT 

---------.... ...-. 

-- 

r(li1ities. 

Insurance & Claims Tony Redden 6. Prepare XFP and forward the 
Accounting Reports & Cathy Spaulding original invoice and the RFP to 

Accounts Payable for payment. 

p o u n t i n g  Reports & p-iding 17. Forward copy of invoice to --! 
lrech --.-----A- llnsurance. ----- ----- 1 
Insurance & Claims ' Tony Redden I 8. Update prepaid insurance Excel I 

schedule. Record a prepaid asset for j 
the entire amount of the premiums 
paid for jointly owned facilities where , 
PSI or CG&E is the primary owner. j 

h~surance & Claims Toriy Redden 9. Calculate joint owners' share of the / 
insurance premium where PSI or 
CG&E is the primary owner. ..-.--- -------"--.---- -------j ----..---.- 
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- - -" - . - --% - - - -  ", " . . . - . " 

. 

Insurance & Claims t Tony Redden 10. Communicate coverages acquired 
for jointly owned facilities and joint 
owners' share of premium to 
Accounting Reports & Projects. - - -  - 

Accounting Reports & 
Projects 
Insurance & Claims I- invoices to CCD may be 1 

I 1 /issued by Insurance & Claims. 

owners to Insurance & Claims. 
--_ --.. _ --.- -.----- -- .--- "-- -- -__I 

Insurance & Claims Tony Redden 13. Update prepaid insurance Excel 
[schedule. 

--"--........---_ --."..-""..-....... -...--_-..-- .--__--..- --..."- -..--------- -- ---- 

Prepare journal entries (CoA.6) 

... --------- - 
[DEPARTMENT F&PONSIBILITY  P TI ON ---- 
/--/TonyRedden Insurance & Claims amorlizatian into 

Mis process sitould be 

I -" - - -  I leornplete by Dny 2, m. 
Accounting Reports & Cathy Spaulding ~ e c & d  entry to reclass" the joint 

lrOjects 

owners' share from prepaid assets to 
other receivables. 

.."---- ---- _ _ _ _ "  _.__-- -----" ---- -.-.-̂  

Identify errors in prepared journal entries (CoA.7a) 

---- 
ACTION 

--"-- 

of the journal entry 
against the source document to 
ensure data entry accuracy. If an error 
is identified, return the JE and 
correcting note to preparer. Note: this 
process sllould be conlplete by Dny 2, 

Correct errors in prepared journal entries (CoA.7b) 

--- -r-- - -..--...--~-- -- . 
 DEPARTMENT - ~ L I T Y  ,ACTION ---.--. -- --- - --.,..- 
--IIU -------.- 
Insurance & Claims data entry in JE Tool. Note: 
Accounting Reports & this process shotild be con~piete by Dny 2, 
Projects --- - - _- - _ . . - -  ..__--..- - - - -  -- - " " - - - - --- --I 

Post journal entries to BDMS 2.0 (CoA.8) 
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' [ - ~ . n . g ~ m . n l - y  pzve joumai entries for posting. 
Accounting Reporb & Richard Gallagher 
l~rojects - - - p  john ,inton I - - --_..__ --. 
Corporate Accounting post all journaI entries 

approved for posting. Note: &is process 
shozdd be complete btj Dny 2, EOD. ---- -- " . . _ _ _ l _  _ -_--_-.-.--_- *- - - -  - ---...-..- 

Training and Documents 

Training: 

Insurance Reconciliation Training Manual 

Additional Documents: 

Copies of insurance policies 
Copies of insurance premium invoices 
Copies of the requests for pay 
Support for allocations to the appropriate corporations 
Calculations of the joint owner reimbursements 
Support for the ownership percentages of the jointly owned facilities 
Support for the prefnium allocations amongst the jointly owned facilities 
when several facilities are covered by one policy 
Support for any journal entries recorded, both recurring and non- 
recurring 

Who Should b o w  
3 

Controller 
Asst. Controllers 
Corporate Accounting 
Insurance & Claims 

* Accounting Reports & Projects 

elated Information 

Misc. Claims - Reconciliation & Analysis Policy 
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- ---- --" .-*.. -- - -. -- -----.---- 
Dame - - --- --- .- - ,  lRole -- - - -.. - .. be~' -- 
' ~ o n ~  Redden - -- Manager pnsurance. & Claims ".-- ----..-*- 

Art Buescher -I--- -- [ G ~ e ~ o r b  - ---- -- & -- Procedures ---- --- ---- *- 
/-- -- --- F G l y s t  (~ccount in~  Research -- 
/ ~ m ~  Sheppard --* - " -. I~anager - [~ccountin~ Research *- 

. @  

EOD - End of Day 

RFP - Request For Pay 

-4 

Contacts 
i 

The following revision is effective 09/01/01: 

Update department and personnel names 

The following revision is effective 07/01/03: 

Update personnel names 

The following revision is effective 12/01/03: 

Update Procedure and Frequently Asked Questions 

The following revisions are effective 01/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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F & A Service Set-up 

Functional Area: General Accounting 
Sarbanes-Oxley Category: General Ledger Accounting 

Process Owner: Gwen Pate 
Effective Date: 03/ 01 / 05 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the tap of the page 

b J 

Policy Statement 

Service codes are to be used consistently across Cinergy Corp. To maintain the 
integrity of the element and the associated values, governance standards and 
restricted access has been implemented. The standards are to be addressed when 
a service is to be added, modified or deleted. Services will be jointly owned by 
Shared Services and Corporate Center with each group maintaining their own 
services codes. 

All changes to service and the service hierarchy for current month must be made 
by the last day of the month so that all reporting tools remain synchronized. 

------ 

r-- ---- -- -.- --... --"-- ----- --.--------- ."-- " --- -" rice Code 
te service code is used to track services provided to Cinergy 

organizations by Shared Services and Corporate Center. - i" 
"___ -_ "__I - __ _- - ---- -- -- -- _-" .-----. .--- -- 

bervice Type Eno te s  whether service is a direct or indirect charge. Direct 

I 
". 

?charges are fox services specifically requested. 
- -  - .  ---I- .-".... -- -- " -. -" ----...-... -- - - -- --.------- -1 ---- -" --'f--. 
~ o I l u p  Type benotes whether service is at detail or summary level. - _  -___ _---" --- I ---..- "--- - -.. 
k i i p  tion fService description limited tc~ 40 characters. --- -....--- --- --- -- -...--- 
btart Date pig service begins. ----- - -- -"---- - -  ----* "-- - - ---" "...-*- - 
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* To standardize service usage and understanding across the organization 
to provide comparable, meaningful information. 

* To maintain a consistent hierarchy for actual and budget purposes. 
Ta increase control of code block elements by ensuring services are not 
established when data can be captured in existing elements 

* To clearly define the joint ownership of services 

-- - . -. -- 
DEFINITION 

L 

Process Flows 

btop Da? -- - -  . 
heport " .  to Service - - -  ----.- - 

Ql. Where can I find information on Service? 

Dale service no longer -. - required. - - - .  

Denotes next level up in service hierarchy for summarization, 

A. Service information can be found on the Finance and Accounting community 
of iPower as follows: 

- 

I,aunch il'ower 
Select "Finance and Accounting" under the Communities heading at the 
top of the page 
Select the Accounting page 

* See the Reference Documents (includes a Service hierarchy), Forms 
(includes the Service request form)and Training Materials sections 

02 .  Where can I find the Sewice request form? 

A. The Service request form can be found on i120wer (following the above 
instructions) in the Forms section. 
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F&A Service St-up 

iJ 

Procedure - . 

ancial coordinator to "--I 
I " -- - - -- Erequest new service. 

--*- "- 

~ S / C C  Financial 
. 
-(5.rquest to determine that 

e hew service is needed. 
-" -------- 

F. Add. edit or delete service in BDMS. 
I .  . - -  --- ---- --.-- 
~ S / C C  ~ S / C C  Financial F f o r r n  requester of new service. 
I ------ ----" /Coordinator or designee I .-" - . ---- 

Inform individuals under "Who 
oordinator or designee 6 hould Know" of the change. 

- _ ---_ " -_ _- __ ---- -- - - ..-_--.- ---. --- -1- - --- ""------ 

7 

Training and Documents 

Training: 

See training materials on the Finance and Accounting Community of iPower as 
follows: 

Launch Power 
Select "Finance and Accounting" under the Communities heading at the 
top of the page 

e Select the Accounting page 
0 See the Training Materials section 

Additional Documents: 

4 

Who Should Know 
r 

Accounts Payable 
Accounting Research 
Benefits Accounting 
Billing Services 
Business Venture Ac~ounting 

e Cinergy Solutions 
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0 Claims 
Commercial Gas Accounting (Houston) 
Commercial Power Accounting 

8 Corporate Cash Management 
Cost Accounting 
External Reporting 
Fixed Asset Accounting 
Fuel & Joint Owner Accounting 
General Accounting 

0 Global Rsk Management 
Human Resources 
International 
Inventory Services 
IT 
Management Reporting & Analysis 

* Miscellaneous Accounts Receivable 
8 Oak and Pine Mountain Products 

Payroll Accounting 
Rates 
Regulated Business Accounting 
RBU Financial Operations 
Shareholder Services 

* Tax 
Transportation Services 
Treasury 
Vestar 

See the following related policies on the Accounting Policies and Procedures 
Comunity: 

L 

Related Information 

Responsibility Centers Set Up 
New Account/Sub-Account 
New Corporation Set Up 
Location Set Up 
Line of Business Set Up 
Resource Set Up 
Activity Set Up 
Project Set Up 
Work Order Set Up 

i 
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BDMS - Business Data Management System 

NAME ". * -  

John Linton 
v .. - -  - 
Gwen Pate 

Revisions 

ROLE - - - -  "-- --- - "  -------  .- DEPARTMENT - . - ".%-- -* -*"-. - -- - - - " 

------ 
Erica Glenn pi>zina tor 

Amy Sheppard 

Coordinator - Corporate - -  - Accounting - 
Manager l~or~orate Accounting -----. - - -"- - - - 

Accounting Research 

Accounting Research 
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F & A Responsibility Center 

Functional Area: General Accounting 
Sarbanes-Oxley Category: General Ledger Accounting 

Process Owner: Gwen Pate 
Effective Date: 03/01/05 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the tap of the page 

7 

Policy Statement . 

All responsibility centers are to be used consistently across Cinergy Carp. To 
maintain the integrity of the elements and the associated values, governance 
standards and restricted access has been implemented. The standards are to be 
addressed when a responsibility center is to be added, modified or deleted by 
Financial Coordinators. One hierarchy of responsibility centers will be 
maintained for both actual and budget. 

------ -- ----- -..--.. --- ----- 
ESPONSIBILITY 

CENTER STANDARD F ----- 
center codes are used to capture and manage 

and several other types of costs from both an1 
I /actual and budget perspective. Usually correspond to a specific / 
I 

- - 
functional area of an organization, i.e. engineering, gas operations, I 

I -- ---.. ------*-- 

Ltc. ---"--" ----------- --..-.,.--.....----*-." .--- "--- - 
- - - E t e s  whether center is for summary or detail. 

I 
Type ----- - - - - I  

bhort Description '----& of responsibility center limited to 40 characters, --- 
tI,ong Description ----- b-ized to 100 characters. 

..... -." 
----I 
I 
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-" ,-- ..---- --- " ---- --- . . ." -- -" * " - "  - " - -  -- - -  
kenter Type kwo digit code denoting ownership of the center. ~ o r r e r ~ o n d i t o  I - 

f - . . .. - - . . .. tbusiness u$tsc shared services and corporate cenkrs. 
beport to Center Penotes next level up in hierarchy of responsibility centers for 

ummarization purposes. 1 -  . . .  b 
krvice Company Function b r e e  digit code denoting a service company functional area such 
I- .". ----.. _ . _ \as call-center or fuel. - .  

kass to HP Indicator whether center should be passed to Hyperion PIanning, 
'. - " - "- _-_--I--_ " _-.--- ---- _....-I-lI.I..Î lI" - - -  --I - 
(start Date (Effective date of change. __-_ _-_ ~ " " _ _ 7 _ _ . . ~ _ _ _  ""- -.___ _-... ,--- "___-_I 1 

fllate responsibility center no longer needed. Btop Date 
" _ _ _  -- _---_ _-.""-..- _ _  -.. -- -.-- --" ".-.""- - - 

Reason for Policy 
1 

To standardize responsibility center usage across the organization to 
provide comparable, meaningful information 
To maintain one consistent hierarchy for actual and budget purposes. 
To increase control of code block elements by ensuring responsibility 
centers are not established when data can be captured in existing elements 

* To clearly define ownership of respomibility centers 

b 
Process Flows 

New Responsibility Center Set up Process Flow 

new RC code requester along 
with explanation. 

"-." 

.... p- 

Inform requester -.- and other 

interested parties 
of change. 

" --. 
Automatic Feed 

,..-.-- 
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Q1. Where can I find information on Responsibility Centers? 

A. Responsibility Center information can be found on the Finance and 
Accounting community of iPower as follows: 

Launch iPower 
Select "Finance and Accounting" under the Cornunities heading at the 
top of the page 
Select the Accounting page 
See the Reference Documents (includes the RC hierarchy), Forms 
(includes the RC request form) and Training Materials sections 

Q2, Where can I find the Responsibility Center request form? 

A. The Responsibility Center request form can be found on iPower (following the 
above instructions) in the Forms section. 

d 

Procedure 
" "-- - " -"  "--"- " * 

EPARTMENT (RESPONSIBILITY 
-.- -- ~ACTION - -",----- 

equester need for new 
responsibility center 

--,, ___"__.I__-_1I-." C"-C*- 

iequester 
----" ..--.-...*-".'-.-.w .-- .... 

ny Department , Complete Responsibility Center 
request form. Send form to financial 
oordinator. 

-"-*- ---- ------ ----- e ---- --- 
Organization ' Review request to ensure all 

L a t t r i b u t e s  are povided and 
Ito determine that new responsibility 

1 -  - -- 1 benter is needed. I --- I 
-F=6orainator (4. Add, edit or delete center in BDMS. / ----. 

responsibility center. 
-...-..---...-... ----.-."----- -'.-- 

$U/SS/CC Organization G z i a l  Coordinator morrn individuals under "Who / 
I 

. . - 
/Should Know" of the change. 

-.- I 
I_--- -_l_---III-- - - - --.--- - .- I 

1 

Training and Documents 

Training: 
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See training materials on the Finance and Accounting Community of iPower as 
follows: 

Launch iPower . Select "Finance and Accounting" under the Communities heading at the 
top of the page 
Select the Accounting page 
See the Training Materials section 

L 

Who Should Know 
F 

* Accounts Payable 
Accounting Research 

* Benefits Accounting 
* Billing Services 

Business Venture Accounting 
Cinergy Solutions 
Claims . Commercial Gas Accounting (Houston) 

* Commercial Power Accounting 
Corporate Cash Management 
Cost Accounting 

* External Reporting 
Fixed Asset Accounting 

* Fuel & Joint Owner Accounting 
* General Accounting 

Global Risk Management 
Human Resources . International 

* Inventory Services 
* IT 

Management Reporting 
* Miscellaneous Accounts Receivable . Oak and Pine Mountain Products 
s Payroll Accounting 

Rates 
Regulated Business Accounting 

* RBU Financial Operations 
Shareholder Services 
Tax 

* Transportatian Services 
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Treasury 
Vestar - 

See the following related policies on the Accounting Policies and Procedures 
Community: 

Line of Business Set Up 
New Account/Sub-Account 
New Corporation Set Up 
Location Set Up 
Service Set Up 
Resource Set Up 
Activity Set Up 
Project Set Up 
Work Order Set Up 

L 

Contacts 

- 
Definitions 

--.----- ------ "--- - - "  --.--- 

lNAME- - - - [ROLE ~EPARTMENT ----- 
Kathy Lilly l ~ a n a ~ e r  l~roduction Support I - " - -  banager --..-- lGeneralcounting ----------.---- .---. 
Erica Glenn Coordinator l~ccountin~ Research 

BDMS - Business Data Management System 

FC - Financial Coordinator 

RC - Responsibility Center 

--- 

- 

Revisions 

-- 
Amy Sheppard Manager /~ccount in~  Research ----- - ---? . -- -- 
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F & A New Account/Sub Account 

Functional Area: General Accounting 
Sarbanes-Oxley Category: General Ledger Accounting 

Process Owner: Gwen Pate 
~ffective Date: 03 / 01/ 05 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch iPower 
e Select "Accounting Policies and Procedures" under the "Conununities" 

heading at the top of the page 

A11 ledger accounts or subledgers for all corporations shall be defined according 
to a group of account standards. These standards are to be addressed when a 
new account is set-up by Corporate Accounting. 

Accounting Data Setup within BDMS is utilized for tracking adherence to these 
standards. 

The account standards are as follows: 
"_,_,.~._-____..,^" - . . . ~ - . , - - ~ , .  ...-.~,-,~----.---...." -....,. " ......................... " -- '- f 

ACCOUNT 
STANDARD jDEFmInoN 

k I 
-I_____-- _ ^ --"-"-_-_ .-+...---_ " *? - ---- "--"" -.-- - - - --...--*- "- 

[ ~ ~ c o u n t  # keneral Ledger Account Number I 
I 

l ~ u b  Account # I~eneral Ledger Sub Account Number -- --. --*--- - ----- 
[ ~ ~ c o u n t  Title Fescri&on of Account (a brief description that allows the reader to 

1 Iquickly ascertain the purpose of the aicount) -- -..- 1 
( ~ c ~ t .  Owner [ ~ e ~ a r t m e n t  with responsibility for reconciling the account - --.--. ----- - -- -.--- - -" - -. - . - I 
]Individual Owner f~ndividual department employee with the responsibility for I 
I lreconciling the account --- - --- --- - - ---"" J 
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/ ~ a s t  Reconciled Date ' l ~ a s t  period for which the account was reconciled (e.g., General I 
against the actual balance) --- ---------"-,-- 

require a high frequency of 
accounts, equity accounts) 

---- "-------" - 
occur causing the inherent risk 

....-- .....--* - - _ _  I , " . _ "  I-- ""--- .-_l...---- --..-..-.. 
/-ory Impact me account closely monitored by a regulatory agency (Yes/No) -..-- -...----.---- 
Audit Impact -/-account - - c l o ~ l y  monitored by the D&T audit team (Yes/No) --- - 
Stability l ~ o e s  the balance of the account vary widely from period to period 

- 
the account be reconciled 

-- 
the account reconciliation be 

reviewed Monthly (M), Quarterly (Q), Semi-Annual (S) or Annual 

t 

Reason for Policy 
J 

Account standards provide several benefits: 
To delineate account reconciliation duties between the Accounting 
Department and the Business Units 
To ensure responsibility for accuracy of data within an account is held by 
those closest to the transactions 
To increase control of accounts 
To clearly define ownership of accounts providing a single source for 
information regarding all the accounts 

Process Flows 
i 

7 

Process Description/Narrative 

Frequently Asked Questions 

Q1. Where can I find information on accounts? 
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A. Account information can be found on the Finance and Accounting community 
of Power as follows: 

Launch iPower 
Select "Finance and Accounting" under the Communities heading at the 
top of the page 
Select the Accounting page 

r See the Reference Documents (includes the Account Conversion BDMS 2.0 
to 3.0 document), F o m  (includes the New Account set up fbrrn and the 
Account Hierarchy) and Training Materials sections 

Q2. Where can I find the New Account request form? 

A. The New Account request form is attached to this policy in the Training and 
Documents section and can also be found on iPower (following the above 
instructions) in the Forms section. 

- 
Procedure 
rr 

Before requesting a new account, answer the follo~ing questions: 

2. 1s there an existing account that fits your need? 
2. Can you use another Code Block segment or sub account to track the 

information that you need along with an existing account? (See Code 
Block listing under Definitions below) 

3. Estimated dollar amount to be recorded in this account. 

Requesting a New Account 
---".....".-- " - - - - " - " " - -  '".-"--" -- --- '- 

[DEPARTMENT GSPONSIBILITY ~ACTION ----- ---. ---------- - -.-'+".....- 
lxnY Deparhnent F u e s t e r  1. Determines the need for a new 

! 
account or sub account. - i --------. - 

Any Department 2. Complete the New Account Set-up 
Form and send it to Corporate 
Accounting. Contact Corporate 
Accounting to discuss your need far a 
new account: 

I Explain your need for the 

I " - "" *..--.--*-----*----p.----- * 

account. 
Will an existing account or code 
block element serve the 
purpose of the request 

r If Corporate Accounting denies 
your new account, they must 

--.--,..----.---A" 
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Subledgers 
The department that owns the Subledger can request new Subledgers Codes. 
(For example, Treasury Department can request a new debt subledger code, and 
M'IS can request a new unconsolidated investments subledger code). To set up a 
new subledger code, phase refer to steps 2,3,5 and 6. 

suggest an alternative for your 
use. 
If the Requester does not agree 
with Carporate Accounting's 
alternative, the Form is 
forwarded to the Manager of 
Cororate Accounting who will 
review the form and schedule a 
meeting with the Requestor and 
hisfher manager to discuss. 
If Corporate Accounting 
approves your new account 
request, then proceed. 

a completed New 

Training and Documents 

- 
Corporate Accounting 

Training: 

- -"- -- - "  

Accounting 
in all systems (see procedure for New 
Account Set-up). 

John Linton Corporate Accounting 6. Inform requesting employee of the 
Kelly Henson new account number and inform 

department and individual of new 

-- 
7. M o m  individuals under "who 

Kelly Henson should know" list of the new account. - -- - --- 

-- 
John Linton 
Kelly Iienson 

- - 
4. Research new accaunt 

Discuss issues as needed with 
manager 
Will an existing account serve 
the purpose of the request 
Review for consistency with 
Chart of ~ccounts  guidelines 
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See training materials on the Finance and Accounting Community of iPower as 
folIows: 

Launch iPower . Select "Finance and Accounting" under the Communities heading at the 
top of the page 
Select the Accounting page 
See the Training Materials section 

Additional Documents: 

Acct Request 
Form,xis 

Who Should Know 

Accounts Payable 
Accounting Research 
Benefits Accounting 
Billing Services 
Business Venture Accounting 
Cinergy Solutions 
Claims 
Comnercial Gas Accounting (flouston) 
Commercial Power Accounting 
Corporate Cash Management 
Cost Accounting 
External Reporting 
Fixed Asset Accounting 
Fuel & Joint Owner Accounting 
General Accounting 
Global Risk Management 
Human Resources 
lnterna tional 
Inventory Services 
IT 
Management Reporting 
Miscellaneous Accounts Receivable 
Oak and Pine Mountain Products 
Payroll Accounting 
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Rates 
Regulated Business Accounting 
RBU Financial Operations 
Shareholder Services 
Tax 
Transportation Services 
Treasury 
Vestar 

Related Information 
J I 

See the following related policies on the Accounting Policies and Procedures 
Community: 

Responsibility Centers Set Up 
New Account/Sub-Account 
New Corporation Set Up 
Location Set Up 
Service Set Up 
Resource Set Up 
Activity Set Up 

* Project Set Up 
Work Order Set Up 
Reconciliation and Analysis of Accounts 

a. 

Contacts 
2 A 

\NAME 
_ _  _-" 

F e n  pate 
-----*-- - - -  

Felly Henson 

Dohn Linton 

/~rica Glenn - -  Coordinator - - 

Amy Sheppard Manager / --"...-..-..------ ---- 

Definitions 

BDMS - Business Data Management System 

Code Block: 



F&A New Account/Sub Account St-up 

Responsibility Center - A responsibility center code is used to capture and 
manage operating expenses and several other types of costs from both an actual 
and budget perspective. Most transactions that go through a feeder system 
require the use of a responsibility center code. Responsibility centers usually 
correspond to a specific functional area of an organization, i,e. engineering, gas 
operations, etc. 

Line of Business (LOB) Cade - The LOB hierarchy will be used to create the 
Business Unit structure for financial reporting. The allocable LOB codes will also 
be used for Service Company ($25 and CC) allocations from Gorp 500 to the client 
companies. 

Project Code - Project code is used as a tracking mechanism to aggregate a11 costs 
associated with Capital type projects prior to placement into service. Project code 
is also used as a tracking mechanism for non-capital (O&M) projects with both 
definite and indefinite durations. 

Activity Code - Activity code is used to track activities or cost categories that are 
not identified specifically in an account description. This field is utilized in 
conjunction with account, center, resource and sometimes project for 
management analysis and center budgeting and reporting. 

Location Code - The location code will be used to capture financial information 
related to the physical location where work is being performed. This field will 
only be used to capture actual transactions. It will not be available for budget. 

Service Code - The service code i s  used to track services provided to Cinergy 
organizations by Shared Services and Corporate Center. The services are 
distinguished as direct or indirect charges. Direct charges are for services 
specifically requested. 

Resource - Identifies the means or sources used to perform tasks or work. This 
inncludes labor, materials, overheads, transportation, etc. 

Revisions 
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F & A Activity Set-up 
Functional Area: General Accounting 

Sarbanes-Oxley Category: General Ledger Accounting 
Process h e r :  Gwen Pate 
Effective Date: 03/01/05 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPawer as follows: 

Launch iPower 
e Select "Accounting Policies and Procedures" under the "Communities" 

heading at the top of the page 

t 

Policy Statement 
i 

Activities are to be used consistently across Cinergy Corp. To maintain the 
integrity of the elements and the associated values, governance standards and 
restricted access have been implemented. One activity hierarchy is to be 
maintained with changes agreed upon with all Financial Coordinators. The 
standards are to be addressed when an activity is to be added, modified or 
deleted by Corporate Accounting. 

/STANDARD I 
,----I- ?...-.---l--..,--- "" .--l.-.-X--....".- -" -_*___ "---I "I- - 

Etivitv Code hctivity code represents a task that is performed. It is used to track 
d 

ctionsor cost categories that are not identified specifically in an 
ccount description. This field is utilized in conjunction with 
ccount, center, resource and sometimes project for management 

analysis and center budgeting and reporting. Activity is a required 
'eld for all tra~lsactions. 

- 1 -"- -- ---- ------ 
h i ? " -  " 

enotes whether activity is at detail or summary level. 
--....--- 

bhort Descriptian l ~ c t i v i t ~  description limited to 40 characters. -__- _ _ --*--- - - - -  - --l_l_.*__ i 
I 

E ~ e s c r i ~ t i o n  pt ivi ty  description limitcd to 100 characters. _ --_-_ __-- .l_-_l--_l_ _ -...'.-..-- - - -.-- --- j 
--"- ------- --- -- 
@art Date - - - -DZZty  begins. -- -- i 
- __-__ . _ _  __^__ _______ -__- " _  -*-__ - ___-.---- -.--_.- 1 -- ---"--*- -7- - - I 

btop Date pate activity no longer required. 1 ____ __ _-.,__ " _ _  __--_ "_-I_.-__ _ -̂ I_-- -- __-__.-^-.. ---- --" __...---- - "-^- .-- 
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" - 

___-_ _ -__."_ _"  _ _ . . _ . . - ~ - -  I" ---."--- - 1 1 -  

b k t  . ~ o ~ c % v ~  bnotes next level up in activity hierarchy for summarization. 
*--- _ ._._______~-". - ---._- -" -__. . " ~ _ . - " " " "  ---.. ----- 1-1 J 

b 

Reason for Policy 

To standardize activity usage across the organization to provide 
comparable, meaningful information 

To maintain a consistent hierarchy for reporting 

To increase control of code block elements by ensuring activities are not 
established when data can be captured in existing elements or the amount to 
be tracked is immaterial (less than $50,000) 

To clearly define ownership of activities 

Process Flows 
i 

~ e w  Activlty Process Flow 

Determines new f activity needed submits set-up form 
to FC 

request a 
3 
r? 

Yes I ,-. 
5;] Inform requester 
a " , ,,,-I-. other 1 

BOMS interested parties of 
change. 

Automatic Feed 

5 
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Process Description/Narrative 
J 

L 
Frequently Asked Questions 
i 

01. Where can I find information on Activity? 

A. Activity information can be found on the Finance and Accounting community 
of iPower as follows: 

Launch iPower 
Select "Finance and Accounting" under the Communities heading at the 

top of the page 
Select the Accounting page 
See the Reference Documents (includes an Activity hierarchy), Forms 

(includes the Activity request form)and Training Materials sections 

02 .  Where can I find the LOB request form? 

A. The Activity request form is attached to this policy in the Training and 
Documents section and can also be found on iPower (following the above 
instructions) in the Forms section, 

.7 

Procedure 
t 

I Jis needed. ---- ---- 1 - -- -: --p---p--.- ----- - i 

._.___ - -- __------I- 
-.--" --......-..- -..----..-..--. 

DEPARTMENT r - - - PSPONSIBILITY *-- [;~CTION -- 
Any Department 

Any Department 

I 

1 

Requester b. Determines need for new activity. ---- 
Requester . Complete New Activity set-up 

orrn. Send form to financial E oordinator. --.-- ---- - * 
Financial coordinator . Review request to ensure all 

necessary attributes are provided and 1 
to determine that new activity is 

i P peeded. 

i o~lsensus that an additional activity 1 
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-_.I..- _ _  l-_l_"_-p_ ^ - "  _*<-^ "_ -__ .- .- . .. - --"_"---""--l"ll-..- - - " - 
[DEPARTMENT * - -  - .--- -- -.-- "-  -. -- I BESP~NSIBIL~TV [ACTION -- -- - - --- - - - - -  - -- -. - ---- "- .... --..- .. 
~U/SS/CC Organization Financial Coordinator F. Forward approved activity set-up 
I f /form to corporate - accounting. - - ----. 

edit or delete activity in 
arehouse ------ ---- --. - ..-......--.. 

financial 
of new activity. 

-'C-" ...--- --I ---- "..- 
oordinator Data . Inform individuals under "Who 

Warehouse hould Know" of the change. 
.- - -_*__ --_ - - _  _ - -" ---- - - " . . . ~ -  ------..-1--.-- -- 

Training and Documents 
ib 

Training: 
See training materials on the Finance and Accounting Community of i130wer as 
follows: 

Launch iPower 
0 %lect "Finance and Accounting" under the Communities heading at the 

top of the page 
Select the Accounting page 
See the Training Materials (includes Corp-LOB job aid) section 

Documents: 

Activity Request 
Form.xls 

L 

Who Should Know 
_i 

Accounts Payable 
Accounting Research 
Benefits Accounting 
Billing Services 
Business Venture Accounting 
Cinergy Solutions 
Claims 
Commercial Gas Accounting (I louston) 
Commercial Power Accounting 
Corporate Cash Management 
Cost Accounting 
External lieparting 
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Fixed Asset Accounting 
Fuel & Joint Owner Accounting 
General Accounting 
Global Risk Management 
Human Resources 
International 
Inventory Services 
IT 
Management Reporting 
Miscellaneous Accounts Receivable 
Oak and Pine Mountain Products 
Payroll Accounting 
Rates 
Regulated Business Accounting 
RBU Financial Operations 
Shareholder Services 
Tax 
Transportation Services 
Treasury 
Vestar 

Related Information 
J- 

See the following related policies on the Accounting Policies and Procedures 
Community: 

* F & A Responsibility Centers Set Up 
F & A New ~ccount /~ub-~ccount  
F & A New Corporation Set Up 
F & A Location Set Up 
F & A Service Set Up 
F & A Resource Set Up . F & A Line of Business Set Up 
F & A Project Set Up 
F & A Work Order Set Up 

Contacts 



F & A Activity Set-up 

Case No. 2006-001 72 
Ky PSC-DR-0 1-004 

Pagc 647 of 1026 

- - -- - - - --- . - -- - - - .. -- * -- - - * -  

/ ~ w e n  Pate 'lhlanager 
F r z  ~ l e n n  --Fordinator 

l ~ r n ~  Sheppard I~anager 

Definitions 

BDMS - Business Data Management System 

7 

Revisions 
i & 
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F&A Line of Business Set-up 

Functional Area: General Accounting 
Sarbanes-Oxley Category: General Ledger Accounting 

Process Owner: Gwen Pate 
Effective Date: 03/01/05 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Comunities" 
heading at the top of the page 

Policy Statement 

Line of Business (LOB) is to be used consistently across Cinergy Corp. To 
maintain the integrity of the element and the associated values, governance 
standards and restricted access have been implemented. The standards are to be 
addressed when a LOB is to be added, modified or deleted by Cost Accounting. 
All allocable LOBS are to be developed or reviewed by Cost Accounting to 
ensure the allocation basis compIies with SEC requirements, 

Cost Accounting will review the hierarchy periodically. 

-" .--. - ---- -_ -l_____--l 

"LINE OF BUSINESS 

. .  "- ---r--..--- _ ------" "- X ----" -" -..----- .- 1 _- -I__- -- 

iLOB Code 

clearly defined set of operating costs and revenues as defined by 
Business Unit serving as the BU structure for financial 

May also represent allocablc codes used by Service 
ompany (SS and CC) allocations from Corp 500 to the client 

I kompanies. -..-. "--- -- --- 
m u p  Type I~enotes whether  isdet detail, allocable or summary type. - - _ _ _ _ _ _ .  _ pp..-I __-__--_.. -- I _ 
@;sign Type !Denotes whether LOB is assignable to one corporation or can be 
1 /allocated across corporations. 

- - -"- ---- -____-I- "-- -..----.- I 
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- ' . . . . . . . , , - . -  

- " -  -- --"" ---------- - 
LINE OF BUSINESS 
lSTANDARD 

- ----** ax Category er LOB relates to gas, electric 
or electric production. - "..- 

bhort Description 
bong --- Description - - - -  
keport -- to - LOB - -  - - ---- - 
Corporation 
I .  ----....-. For summary LOB __ -______- _--__"__-" ---.-_ kzG%e b t e  LOB begins. 

_ _ -  .._-- --_ ---_ _._ ---- ̂-*- - - -  - - -...".--... . Fop Date (Date LOB no longer required. --_ -_-_-___-I__ *--I"- _"_.._ --..ll..lll-" -..-----."..--- _ " --pew .- " 

L 

Reason for Policy 
r' 

To standardize LOB usage and understanding across the organization to 
provide comparable, meaningful information 
To maintain a consistent hierarchy for actual and budget purposes 
To increase control of code block elements by ensuring LOBs are not 
established when data can be captured in existing elements 
To clearly define the ownership of IDBs 

* To limit the number of alternative reporting rollups 
To ensure that direct LOBs, rather allacable codes, are used when possible 

d 

Process Flows 
New LOB) Sot up Proaoas Flow P7 

Determines Completes and [G~~*T$';J 
requester along submits set-up 1 L 1 form to Cost with explanation. 

-- --,.-. ..,.. 

F,.. ".-."..--,",...,.. 

of change. 
.. .... 

Automatic Feed '1 



F&A Line of Business Set-up 

Uose No, 2006-00 172 
Ky PSC-DR-01-004 

Page 650 of 1026 
. . 

Process Description/Narrative 
F 

Frequently Asked Questions 
i 

QI. Where can I find information on LOBs? 

A. LOB information can be found on the Finance and Accaunting cannmunity of 
Power as follows: 

Launch Power 
Select "Finance and Accounting" under the Communities heading at the 
top of the page 
Select the Accounting page 
See the Reference Documents (includes an LOB hierarchy with all existing 
LOBs), Forms (includes the LOB request form)and Training Materials 
(includes Corp-LOB job aid) sections 

92. Where can I find the LOB request form? 

A. The LOB request form is attached to this policy in the Training and 
Documents section and can also be found on iPower (following the above 
instructions) in the Forms section. 

Procedure 
i 'L 

---..--- --....... 
[Any Department / G $ & e s  need for new LOB. 

t to determine that 

--- -- - 7 
(Cost Accounting 
, - - - . - - - - - - I - - .  "-. --I 

( c z ~ c c o u n t i n ~  Analyst ;1. Add, edit or delete LOB in BDMS. -.--.-.---- -----v".y "---"-- ---"__-I-- -- ---_I --- - 
post Accounting "--"-ps?zcounting Analyst i5. Inform requester of new LOB. 
I _ _ _ _  _ "_ --_- _._- ____~--___-__. - "  " "--"-^ _ll"*...r , .- - ^".A"- 

ost Accounting EGst Accaunting Analyst 6. Inform individuals under "Who 
i 6 hou~d Know" oi the change. 

4 

Training and Documents 
i 
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Training: 
See training materials on the Finance and Accounting Community of Power as 
follows: 

Launch iPower 
Select "Finance and Accounting" under the Communities heading at the 
top of the page 

e Select the Accounting page 
See the Training Materials (includes Corp-LOB job aid) section 

Documents: 

Line of Business 
Request Form... . 

h o  Should Know 
3 

Accounts Payable 
Accounting Research 
Benefits Accounting 
Billing Services 
Business Venture Accaunting 
Ginergy Solutions 
Claims 
Commercial Gas Accounting (1 louston) 
Commercial Power Accounting 
Corporate Cash Management 
Cost Accounting 
External Reporting 
Fixed Asset Accaunting 
Fuel & Joint Owner Accounting 
General Accounting 
Global Risk Management 
Human Resources 
International 
Inventory Services 
IT 
Management Reporting 

* Miscellaneaus Accounts Receivable 
e Oak and Pine.Mountain Products 
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Payroll Accounting 
Rates -- 

Regulated Business Accounting 
RBU Financial Operations 
Shareholder Services 
Tax 
Transportation Services 
Treasury 
Vestar 

J 

Related Information 

See the following related policies on the Accounting Policies and Procedures 
Cornunity : 

e F&A Responsibility Centers Set Up 
F&A New Account/Sub-Account' 

0 F&A New Corporation Set Up 
F&A Location Set Up 
F&A Service Set Up 
F&A Resource Set Up 
F&A Activity Set Up 
F&A Project Set Up 
F&A Work Order Set Up 

Contacts 

[ROLE -_-_ --"" --___--XI- --"" 

/DEPARTMENT -1 
..-.- r"._--"-rr^---i GY Dean p a d  Analyr t "*---bt Accounting .--- 

I- -(Managerp -- -- [production r--- Support -.. 
busie Sicferman Supervisor ICost Accounting 

--M*w--- -"- -- /---_ ---- - - - . . " ~ - - , w  - .---- ---- 
/ii;enda Melcndez IiXGger /Cost Accounting -- --- -.. ------ ---- - - b n a g e r  FGeral Accounting 

l~rica Glenn [coordinator )~ccount in~  Research 
--*- - _ - _ . " " _ _ _ _ ~ .  -----_ - ---." "--- - - - by Sheppard /iiG&$& [~ccountin~ Research I _ - - _ _ _ _ _ _ _ I I _ _ - - _ - _ _ _ _ - . - I ~  - ---------- - --,.."-..- -----.. 

Definitions 
3 
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* 

BDMS - Business Data Management System 
LOB - Line of Business 

4 
Revisions 

J 
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F & A Location Set-up 
Functional Area: General Accounting 

Sarbanes-Oxley Category: General Ledger Accounting 
Process Owner: Gwen Pate 
Effective Date: 03/01/05 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower . Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Policy Statement 
A 

Location is to be used consistently across Cinergy Gorp. To maintain the 
integrity of the element and the associated values, governance standards and 
restricted access have been implemented. The standards are to be addressed 
when a Location is to be added, modified or deleted by Corporate Accounting. 
One location hierarchy is to be maintained. 

_ - _  _--7___I--p - ---. 

---..- - --.--...... -__ --l_-ll̂-"..-ÎX ----- .--. ..-- - ---- 
Follup Type Enotes whether Location is at detail or summary level. -- .--...- - - --"-- -- - -___-_ ____.__m- -_-- --...-- -1- 

__.-_- "- -_ --..-. 
bscrip tion Location description limited to 40 characters. 

" ....------ " -....--- "-- - - .----- -- ----- 
tart Date r---___ b b ~ o c a t i o n  begins. _ - - _ _  _--_ ".-_--_- "- __-- 

btop Date 
--- ... .̂-" - . - - ^  "- "-- -. - I - *--- 

b-ocation no longer required. 

kePort to 1,ocation Fnotes next lwei up in Location hierarchy for summarization. 
. _ - _  ___- *"___"_ _. _____L."__"I___ _ _______.._- -7-7 - ".- -_^ -.-- -----.-- -- 

! 
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Reason for Policy 
1 

To standardize Location usage across the organization to provide 
comparable, meaningful information 
To maintain a consistent hierarchy for reporting 
To increase control of code block elements by ensuring lacations are not 
established for non-location tracking 

* To clearly define ownership of location 

- 

Process Flows 

d 
Process Description/Narrative 
i 

Frequently Asked Questions 

91. Where can I find information on Location? 

A. Location information can be found on the Finance and Accounting 
cornunity of Power as follows: 

e Launch iPower 
Select "Finance and Accounting" under the Communities heading at the 
top of the page 

* Select the Accounting page 
e See the Reference Documents (includes Location hierarchy), Forms 

(includes Location request form) and Training Materials sections 

02.  Where can I find the Location request form? 

A. The Location request form is attached to this policy in the Training and 
Documents section and can also be found on iPower (following the above 
instructions) in the Forms section. 

i 

Procedure 
i 
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F&A Location Set-up 

. - --<- - - . . "-". "-  " . -- -- . -* . - -  ..- - ---. 
EPARTMENT PESPONSIBIL~~Y b X ' -  ------ -- ---."--- - - 

L G G e r  r. Determines need for new 1,ocation. 
_-.I-___-_. . - --- 1- _I".- - ------- ., 

h7~GGhnent- '- "- b=&Gr-- 6.-complete New Location set-up 
I 

. - 
I - Cform. Send form to corporate 1 

I I jaccounting. 

arehouse 
I I \to determine that new location is 
1 lneeded. -------- - - -.- I 

f---""-- --------- 
Accounting coordinator Data or delete location in 

arehouse 
-..--..-. --- 

of new Location. 
arehouse --- -- - --- ---. "- .---- 

orporate Accounting F pGdinzc& Data 
Warehouse hould Know" of the change. 

.-" ---_ l_ l____"l l_ - - "  .__-..-. *"- -....-____ll"l 1-- .--- - -- ---I. 

Training: 

L 

Training and Documents 
.J 

See training materials on the Finance and Accounting Community of Power as 
follows: 

P 

a Launch iPower 
Select "Finance and Accounting" under the Cornunities heading at the 
top of the page 
Select the Accounting page 
See the Training Materials section 

Documents: 

Location Request 
Fom.xls 

Accounts Payable 
Accounting Research 
Benefits Accounting 

0 Billing Services 
Business Venture Accounting 
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- . . "  

Cinergy Solutions 
Claims 
Commercial Gas Accounting (Houston) 

4 Commercial Power Accounting 
Corporate Cash Management 
Cost Accounting 

e External Reporting 
e Fixed Asset Accounting 

Fuel & Joint Owner Accounting 
General Accounting 
Global Risk Management 
Human Resources 
International ' 

Inventory Services 
I?' 

* Management Reporting 
0 Miscellaneous Accounts Receivable 

Oak and Pine Mountain Products 
* Payroll Accounting 

Rates 
Regulated Business Accounting 
RBU Financial Operations 
Shareholder Services 
Tax 
Transportation Services 
Treasury 

e Vestar 

7 

Related Information 

See the following related policies on the Accounting Policies and Procedures 
Community: 

Responsibility Centers Set Up 
Line of Business Set U p  
New ~ccount/~ub-Account 
New Corporation Set Up 
Service Set Up 
Resource Set Up 
Activity Set Up 
Project Set Up 
Work Order Set Up 
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BDMS - Business Data Management System 

' 

Revisions 

kccounting Research m ~ e ~ ~ a r d  .---"_ - . . . - - -. - - , .- . . - 

- -. - -* - - 
NAME liizr ~ T M E N T  ----- 
John Linton - - -  ." * -.." -" " ,  -- /CoordjnatorW - - bporate  Accounting - - -  

Gwen Pate - --". ""  - - " --- 
Erica Glenn 

Manager - .- .- l~or~orate Accounting --.--..--- 
Coordinator --.--- -- --- "... pz&ni& Research ----.--. - - *- -. ---- 
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F & A Project Set-up 
Functional Area: General Accounting 

Sarbanes-Oxley Category: General Ledger Accounting 
Process Owner: Gwen Pate 
Effective Date: 03/ 01 / 05 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Policy Statement 

Projects are to be used consistently across Cinergy Corp. To maintain the 
integrity of the elements and the associated values, governance standards and 
restricted access have been implemented. The standards are to be addressed 
when a project is to be added, modified or deleted by Financial Coordinators or 
their designees. One hierarchy of projects will be maintained for both actual and 
budget, 

Project codes are to be reviewed at least annually to verify the projects remain 
current. Those projects that have been completed or are no longer valid should 
be stopped. 

The below process information pertains to O&M projects only. As each Business 
Unit utilizes a different process for new Capital project set-up, software for 
capital projects and various reviewers and approvers, there is a separate policy 
for CBU, RBU, and Shared Services/Corporate Center. See applicable business 
unit policy listed in Related lnforrnation section for further guidelines 

[PROJECT STANDARD /DEFINITION ---- -- 

-1 - 
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1 . - .  

h e r  Center 
7- -- - ---.. 

1 

l~udget Schedule Number code  -- -- - --- - 
Foject Type kode that indicates the type of Project ---- -.. 
b s  to RP bdicator on whether project should be passed to Hyperion 

btart Date *- ". . I ~ a t e  project begins. --- *--- ..........-- 
btop Date pate  project activity ends. -- - _ _ __--- "_.....I. --I-- - ---_- 
E ~ e s c r i ~ t i o n  1 P m i G T i p t i o n  limited to 40 characters. I 

. " . "  . .-"? - .. . " - . -- --- . - . . * - .  .- . - - 

l ~ o n ~  Description project description limited to 100 characters. ------ --.-- -- - -- 
date that project will be completed and placed in- 

--- -..- -- --- --- - 
Base Year (capital -- - - -  only) [Year - . -  in which project dollars are expressed. 

--- . - ---- 
Reimbursement Code phe percentage of dollars that is reimbursable. 

Project Code 

capital only) lc - . . . .. --- * _ - . I - 

/AFUDC (capital - - -  only) bdicator - w  of whether -- T AFlJDC is associated with the project. - --------- -" ..---- " - - 
[Construction Overhead Bidicator of whether cpnsbuction overheadswill be applied to the 

'Project code is a planned unit of work (a management defined 
group of related activities). It is used as a tracking mechanism to 
aggregate all costs associated with Capital type projects prior to 
placement into service or as a tracking mechanism for non-capital 
(O&M) projects with both definite and indefinite durations. Most 

Reason for Policy 

icomrnonly seen as Capital projects. It is required for Capital 

To standardize project usage across the organization to provide 
comparable, meaningful information 

9 To maintain a consistent hierarchy for actual and budget purposes 
To increase control of code block elements by ensuring O&M projects are 
not established when data can be captured in existing elements or the 
amount to be tracked is immaterial (less than $50,000) 
To clearly define ownership of projects 

Process Flows 



F&A Project Set-up 

New O&M Project Process Flow 

code needed with explanation. 

-- 

@ N o  R view requ st 
criteria 

Inform requester 

interested parties 
of change. 

Automatic Feed 
f 

Process Description/Narrative 
J 

Frequently Asked Questions 

Q1. Where can I find information on Proiect? 

A. Project information can be found on the Finance and Accounting community 
of iPower as follows: 

a Launch iPower 
Select "Finance and Accounting" under the Communities heading at the 
top of the page 
Select the Accounting page 

0 See the Reference Documents (includes a Project hierarchy), Forms 
(includes the Project request form)and Training Materials sections 

02.  Where can I find the Prof ect request form? 

A. The Project request form is attached to this policy in the Training and 
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Documents section and can also be found an Power (following the above 
instructions) in the Fonns section. 

Procedure 
______-^ ____ . - - -  _._ -.."-.....""_.. . " - - DEPARTMENT -.....-- FESPONSIBILITY WTION - - - ---- .--.- 

Fii Department Kei&%r --- .- /1.=esZeed ----- for project - 
~Depamnent-- eques ter P . Complete New Project set-up 

orm. Send form to financial e 
-- --- - .-- ,---- 

BU/SS/CC Organization or edit or delete project in 
esignee ------ -__".-------.- - 

U/S/CC Organization inancial Coordinator or . Infarm requester of new project. B I R-".:-p 
I --- 7 !?xi: Conrdina tor or ' Inform individual!~ under "Who 

hould Know" of the change. ---F- 
7 

Training and Documents 

Training: 
See training materials on the Finance and Accounting Community of iPower as 
follows: 

Launch iPower 
Select "Finance and Accounting" under the Communities heading at 
the top of the page 
Select the Accounting page 

e See the Training Materials section 

Documents: 

t 
Project: ~equest Project and 

Work Order Poltcy CB 
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Who Should Know 
J a 

Accounts Payable . Accounting Research 
Benefits; Accounting 

s Billing Services 
Business Venture Accounting 
Cinergy Solutions 
Claims . Commercial Gas Accounting (Houston) 

0 Commercial Power Accounting . Corporate Cash Management 
Cost Accounting 
External Reporting 
Fixed Asset Accounting 
Fuel & Joint Owner Accounting 
General Accounting 
Global Risk Management 
Human Resources 
International 

s Inventory Services 
IT 
Management Reporting . Miscellaneous Accounts Receivable 
Oak and Pine Mountain Products 
Payroll Accounting . Rates 

0 Regulated Business Accounting 
RBU Financial Operations 

0 Shareholder Services 
Tax 
Transportation Services 

m Treasury 
Vestar 

r, 

Related Information 
3 

See the following related policies on the Accounting Policies and Procedures 
Community: 

Responsibility Centers Set Up 
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New Account/Sub-Account 
New Corporation Set Up 
Location Set Up 
Service Set Up 
Resource Set Up 
Activity Set Up 
Line of Business Set Up 
Work Order Set Up 

Contacts 
" " . - 

I 

NAME - - (ROLE 
Dave Schaefer ----- + ."--- - 
F W a g n e r  

I~wen Pate -" . - ** -  " "  " - -  ? - Manager - - " --""-- " 

brica Glenn Coordinator "- - " --" -""  " - -  * -  - "- -. Accounting Research - - 

Amy Sheppaxd - - (Manager Accounting Research ----- --"-- 

Definitions 
r 

BDJblS - Business Data Management System 

Revisions 
1' 
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F & A Resource Set-up & Definition 

Functional Area: General Accounting 
Sarbanes-Oxley Category: General 'Idedger Accounting 

Process Owner: Gwen Pate 
Effective Date: 03/ 01/05 
Revised Date: 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

* Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Policy Statement 
i 

Resource codes arc to be used consistently across Cincrgy Corp. 'To maintain the 
integrity of the elcment and the associated values, governance standards and 
restricted access have been implemented. Thc standards arc to be addressed 
when a resource is to be added, madified or deleted by Corporate Accounting. 
All additions to the hierarchy must be jointly approved by the Budget & Forecast 
Administrators and Corporate Accounting. 

- ---- --- -- 
tifies the ~ ~ l e a n s  or 

Roliup I'ype . -- - - - - 
short Descript~on 

Ddte resource no longer requ~rcd 
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Reason for Policy 

To standardize resource usage across the organization to provide 
comparable, meaningful informa tion 
To maintain a consistent hierarchy for actual and budget purposes 
To increase control of code block elements by ensuring resources are not 
established when data can be captured in existing elements 
To clearly define the joint ownership of resources 

L 

Process Flows 
r' 

Process Description/Narrative 

Frequently Asked Questions- 
i 8 

01. Where can I find information on Resource? 

A, Resource information can be found on the Finance and Accounting 
community of iPower as follows: 

Launch Power 
Select "Finance and Accounting" under the Comrnunities heading at the 
tap of the page 

* Select the Accounting page 
See the Reference Documents (includes a Resource hierarchy), Forms and 
Training Materials sections 

4 

Procedure 

[Any Department 
1 I lrcquest a new resource. I 
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- -  - 

-- 
orporate Accounting with Budget & 

to determine 
- ---- 

orporate Accounting 
" - -  ". -**. . 

orporate Accounting F 5. Inform requester of new resource. 
arehouse -- 

hauld Know" af the change. 

-* ------- 

. Inform individuals under "Who 
arehouse 

- - "--"-- 

 rainin in^ and Documents 
- 

Training: 

See training materials on the Finance and Accounting Community of iPower as 
follows: 

Launch iPower . Select "Finance and Accounting" under the ~brnmunities heading at the 
top of the page 
Select the Accounting page 
See the Training Materials (includes Corp-LOB job aid) section 

Additional Documents: 

b. J 

Who Should Know 

Accounts Payable 
Accounting Research 
Benefits Accounting 
Billing Services . 

Business Venture Accounting 
Cinergy Solutions 
Claims 
Commercial Gas Accounting (Houston) 
Commercial Power Accounting 
Corporate Cash Management 
Cost Accounting 
External Reporting 



F&A Resource Set-up & Definition 

Case No. 2006-00172 
Ky PSC-DR-0 1-004 

Page 668 of 1026 

Fixed Asset Accounting 
Fuel & Joint Owner Accounting 
General Accounting 
Global Risk Management 
Human Resources 

v International 
Inventory Services 

* IT 
v Management Reporting 

Miscellaneous Accounts Receivable 
Oak and Pine Mountain Products 
Payroll Accounting 
Rates 
Regulated Business Accounting 
RBU Financial Operations 

0 Shareholder Services 
v Tax 

Transportation Services 
Treasury 
Vestar 

Related Information 
t 

See the following related policies on the Accounting Policies and Procedures 
Community: 

Responsibility Centers Set Up 
New Account/Sub-Account 
New Corporation Set Up 
Location Set Up 
Service Set Up 
Line of Business Set Up 
Activity Set Up 
Project Set Up 
Work Order Set U p  

Contacts 
,t 1 

"_I___ _ __ _ _ _  "_ _ -__-_ -X_-"... ------ - --.."""..... - -- ----- 
Coordinator i ---- ForPorate Accounting - -- -- - -- -- _- "I-__ __--I_ .- -_ _ - -  I 



P&A Resowe Set-up & Definition 

Case No. 2006-001 72 
KyPSC-I3R-OI -004 

Pege 669 of 1026 

I ~ r n ~  Sheppard " - -  ----  . - 1 ~ a n a ~ e r  l~ccountin~ Research 

r__ - -  _.-I__-__ __-_ I - - -__-_____-- _ -"^ - "" _- -1 ._. . ---- - - - "  - - 

Definitions 

l ~ w e n  Pate , I ~ a n a ~ e r  : ----- 
I~rica Glenn - (Coordinator 

BDMS - Business Data Management System 

Corporate Accounting -" 
...."... 

Accounting Research 

Revisions 
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Materials Management - 
Material Adjustments 

Functional Area: Inventory Services 
Sarbanes-Oxley Category: Inventory 

Process Owncr: Mike Snyder 
Effective Date: 09/01 /98 
Revised Date: 01/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
* Select "Accounting Policies and Procedures" under the "Communities" 

heading at the top of the page 

L 

Policy Statement 

The Cinergy Materials Group will record all transactions related to the Materials 
Adjustments as it relates to Material Management. 

L 

Reason for Policy 

To record Inventory Services activity in the Company financial statements in 
adherence to GAAP and Regulatory Requirements 

L I 

Process Flows 

Process Description/Narrative 
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Capture information on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 
Cutoff transactions (CoA.5) 

Identify error(s) in Source Documents and pushback for correction (CoA.3) 
Correct error($) in source documknts (CoA.4) 

- - "  

DEPARTMENT . _ _ -  _-___ _ _  
Corporate Accounting 

Corporate Accounting Corporate Accounting 
Analyst 

------- ----- 

.- 
RESPONSIBILITY -[ACTION _.______-_ -_---_--_ 
Brenda MeIendez 1. Capture material reconciliation and 

classify it in the Reconciliation 
Report. Distribute to Materials 
Accounting. Note: this process shorild be 
conzplefe by the third week ofBte curretzt I 

Prepare journal entries (CoA.6) 

Materials Accounting Melanie Jones 12. Extract computations and enter into I 
ithc JE Tool. Nofe: flais procctss shortld he ! 

I 

Identify errors in prepared journal entries (CoA.7a) 

-----* -"- -- ----- * - 
Materials Accoui~ting 

w-v---*------ - -- - - -----.+..--""----*- 1 Jones 1, Compute adjustment amount by 
matching SDR (Salvage Disposal 
Request) with number on 
Reconciliation Report. Nofe: this 
process should be complefe by DRY 2, 
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1. Vertfjr a copy of the journal entry 
against the source document to 
ensure data entry accuracy. Note: this 
process shozild be complete by DAY 2, 

----------.,---- * 

Correct errors in prepared journal entries (C0A.W 

I --- - -- - - -. - I " "-" - - Icontplete before montlr w e -  end - - - - I 

* .- --  - - ----- - - - - .  "- - - -  - - -- - - 

Post journal entries to BDMS 2.0 (CoA.8) 

" _ _ _ _ _ _ - _ "  - -  I___._I.-___-_--" .._-.--..l.-l."---..-.- --- --..-. 
~EPARTMENT ~ P O N S I B I L I  . - KCTION -- -- 
KC ate rials Accounting l~elanie  Jones - / r . p r o v e  journal entries for porting. 

______l -_- 1-" --.-------- %- -v-- - - 
brpirate Accounting @DM$/ coordinator EDMS will post all journal entries 

ACTION 

1. Correct data entry errors in 
Passport. Note: this process should be 

DEPARTMENT 
Materials Accounting 

RESPONSIBILITY 

Melanie Jones 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

- 

- 

I N / A  I N / A  11. No accruals or reserves are booked I 

approved for posting. Note: this 
process should be cornpkte by DAY 2, 

" -  - " - 

1 .  " I - I /related to material adjustment. 

1C 

Training and Documents 

Training: 

Additional Documents: 

Who Should Know 

Controller 
Asst. Controllers 

0 Corporate Accounting 
e Inventory Services 
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Materials Management - Inventory Data from Passport Policy 

Materials Management - Reconciliation & Analysis Policy 

L 

Contacts 
i 

5 

Definitions 
i 

---- ----* " * - - "  ------ -- - " "..""-"-.- -- * " " "" - -" ". 

l ~ a m e  l ~ o l e  l ~ e ~ t  ---- --- - ---".-- 
belanie Jones -/-hunting [~abrials Accounting - 

EOW - End of Week 

EOD - End of Day 

Revisions 

RBBU Accounting . *""" " "  - -  " 7  

Ben Smith 
" "? "-"---" -""- - """ "- 

Mike Snyder 

The following revisions are effective 09/01/01: 

RBBU -- " - " * " 

Update procedure for department name change 
Renumber procedure from 7.2.1.2 to 7.2.1.1 

"- - .... - - 

The following revisions are effective 08/ 01 / 02: 

Inventory Services 
Z " "  --  

Update procedure for timing process 
* Update procedure for personnel change 

Inventory %rvices 

The following revision is effective 11 / 01 / 03: 

--. 
Erica Glenn 

-- - - 
Senior Analyst l~ccoun ting Research - --"--- -"--. - -.--- -" --- - - . 

b m y  Sheppard I ~ a n a ~ e r  [=&ting Research --- .. "-.......*----...----. --.-- -- - - - 
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Materials Management 
Reconciliation & Analysis 

Functional Area: Inventory Services 
Sarbanes-Oxley Category: Inventory 

Process Owner: Mike Snyder 
Effective Date: 09/01/98 
Revised Date: 01 /01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures corrununity within iPower as follows: 

Launch iPower 
* Select "Accounting Policies and Procedures" under the "Communities" 

heading at the top of the page 

, 

Policy Statement 
i L 

All Balance Sheet accounts for all corporations shall be reconciled using 
Reconciliation and Analysis Standards as outlined in the Reconciliation & 
Analysis of Accounts Policy. The reconciliation shall be done on a timely basis, 
which is determined according to the account standards defined in the New 
Account Set-up & Definition (Account Standards) Policy. 

Reason for Policy 
ri a 

To emure responsibility for accuracy of data within an account will shift 
to those closest to the transaction 
'To increase control of accounts 
To clearly define ownership of accounts providing a single source for 
information regarding the accounts 

Process Flows 
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Process Description/Narrative 
i 1 

Procedure 
- -  

Reconcile Accounts (CoA.9) 
..------ 

r_::=----- r_.z=- *r---- * I 
[DEPARTMENT - "  - - - - -  lRESPONSIBILITY -" -- IACIIUN - - 
l~nvcrntorv Servic~r: I ~ e l a n i e  lones . I N ~ ~ P .  7 % ~  fnlfn717ino nrnr~ss ic 1 -- - -- - - - J --- ----- I - -  -- - ,-.-, * .- ,-"-" ..-* r .  ----- .Y 

pevformed monthly to reconcile all 
Inve~z tory Services accotr?~ ts: 

Inventory Services Melanie Jones 1, Obtain supporting schedules, 
which contain detail account balances 
for account 154. 

Inventory Services 

- -- r e  ~~~~M~ adjustments, as 

up) to reflect the last period for which 
the account balance was 
verified/ reconciled. - 

Perform analysis of transactions (CoA.12) 

[DEPARTMENT JRESPONSlBILl'l'Y JACTION 
[T--- --- ---. .-" ------. 4 -- -"-- *---. ,--. -------_- "- ^---_ ---.--_ 

n x r a n t n r t r  Cnclrirnr * - L L X ~ Z i c -  - 1 Trnncartinn analvcic chn~rlcl rh--:- 
I L I Y & & < L V I  J UbI V ICGO I V I C I U I S 4 b  J V 1 S b l )  . . a a w & - w \ ~ - v - .  - * .we  J -a- ""- --- 1!Z"'"&i1 

the responsibility of the 
user/ department responsible for the 

, activity . i - -___ _ _ L * - - I - ^ - - - . - - - - -  -"-I_^"_"" --_. LI_--- ----- ---- --- -- 1- - ---d 
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,- . , _ . .  _ . " ._.  

Perform analysis of financial statements: business unit review (CoA.13a) 

--.."--- *--,.----. --- ------- --".%.-"".""--- 
1. Provide monthly analysis and ' i c e  ' ones  r sufficient explanation to Corporate 

Accounting as to the inputs to the cost 
pool accounts. - --- --- --"-- "--- - ---- - "- --- " - - ------ I 

Perform analysis of financial statements: legal review of regulatory entity 
(CoA.13b) 

-- -- ------ "----"-. - ----.." 
~E=TMENT (RESPONSIBILITY-"-FCTION -- --- --- 

monthly analysis and 
sufficient explanation to Corporate 
Accounting as to the inputs to the cost 
pool accounts. -----_ . " - _  ____ ---____ .- -_-- "------."----. 

Training and Documents 

Training: 

Additional Documents: 

Who Should Know 
2 

0 Controller 
Asst. Controllers 
Corporate Accounting 
Inventory Services 

Related Inf orrnation 

New Account Set-up & Definition (Account Standards) Policy 

Reconciliation & Analysis of Accounts Policy 

Inventory Services - Material Adjustments Policy 

Inventory Services - Inventory Data from PassPort Policy 
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Contacts 

I~elanie - - 7-e"u*-.-- Jones ----- ..-- -- - .  ateri rials -"- Accounting - --- - , !  lkventory - -  Services - . -  I 
! /~rica Glenn i l~enior Analyst /Accounting Research 
i, --- --tp,-----p -a,. I 
I l ~ r n ~  Sheppard I l ~ a n a ~ e r  ----..- 1 IAccounting Research -- 

Definitions 
r 

Revisions 

The following revisions are effective 09/01 /01: 

Update policy for department name change 
Renumber policy from 7.2.1.4 to 7.2.1.3 

No revisions were made upon review on 08/01/02 

No revisions were made upon review on 11/01/03 

The fallowing revisions are effective 01/01 / 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Relocation Billing 
Functional Area: Regulated Business Accounting 

Sarbanes-Oxley Category: Capital Expenditures and Fixed 
Process Owner: &%ra 
Effective Date: 05/01/98 
Revised Date: 01/ 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPawer 
* Select "Accounting Policies and Procedures" under the "Communities" 

heading at the top of the page 

Policy Statement 

Regulated Business Accounting will prepare miscellaneous accounts receivable 
invoices for the relocation or installation of Company gas and/or electric 
facilities at the request of a customer. 

L. 

Reason for Policy 

To ensure that the Company is in compliance with applicable regulatory 
requirements to ensure that the Company is properly reimbursed for costs 
incurred to relocate facilities. 

Process Flows 
i 

- 
Process Description/Narrative 

h 
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U 

Q1. What information is required in order to prepare relocation billings? 

Frequently Asked Questions 

A. The following information is required: 

i 

1.  An estimate of the work order. 
2. A detailed summary of charges for each work order and/ or work code 

charged during the performance of the project. 

RBBU Financial Operations is responsible for obtaining this information. 

Q2. How are relocation billings prepared? 

A. Relocation billings are prepared by running an ABC Total Management 
Report, which is backed up by supporting documentation. 

Q3, What kinds of iobs resuire billing? 

A. Billings are required for the adjustment, move-pent or rearrangement of 
existing Company owned utility facilities or the installation of new utility 
facilities at the request of a customer. 

44. What is the basis fox the billing of iobs? 

A. Actual cost. These projects involve the replacement or rearrangement of utility 
facilities. An estimate of the cost of the project is presented to the customer prior 
to work commencing. The customer agrees to pay the actual cost of the work 
performed by the Company. No maximum billable amount is established. 

At PSI, flat billings are prepared at the field locations. 

Procedure * 
Receive Input Data 

---.------ "- --- --- ---- - __ ^_ - 
[DEPARTMENT [~GZFGNSIBILITY KCTION ------- --- 

1. Review completed reimbursement 
work orders. ---I- --. 
2. Generate computer listings 

-- /derammpchaes to applicable ---- 
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^ . _  - _  . ^ - -  

- - " -  - ." . . . 

I- - 1 -- .----- ---.- --%/or work codes. -- - -- 7 -- 
Prepare Documentation 

Training and Documents 

Training: 

Roscoe Mainframe Application. - Contact the Cinergy Technology 
Education Center ('I'EC@cinergy.com) 

Additional Documents: 

* Policy and Procedure Memorandum 30-4 "Utility Relocations and 
Adjustments" - Prepared by The U.S. Department of Transportation, 
Federal Highway Administration. (//http:/www.fhwa.dot.gov) 

I 

Who Should Know 
lc 

Controller 
Assistant Controllers 
RBBU Financial Operations 
Miscellaneous Accounts Receivable 
Gas Department 
Electric Transmission Department 
Electric Distribution Department 
Planning Department 
Corporate Accounting 
District Offices 

b 4 

Related Information 
A 
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Work Order Accounting Policy 

Accounts ~eceivable Invoice Preparation 

Contacts 
I 

Li 

Definitions 

NAME I - . -- - ROLE -- - -- . -- .-- - 

Relocation: the adjustment, movement or rearrangement of existing Company 
utility facilities. This term shall aIso mean constructing a replacement facility 
functionally equal to the existing facility. 

 en -. Smith - -  en Flora : 

Installation: the construction of new gas or electric facilities not including 
betterments to the facilities. 

- -  Sr. Analyst - - -  - (RBBU --- --- 
Manager --"-.bx6-- 

Betterment: any upgrading to a Company facility being relocated made solely for 
the benefit of and at the election of the Company. 

-- -.----- -- --- -- -- - 
F o r  Analyst JEricaGlcnn-- punting Research 

[ ~ m ~  Sheppard " - - "  " "  "-."-- . -  l ~ a n a ~ e r  -- -- - - [~~counting Research ... 

Reimbursement: Customer will make payments to the Company for relocation or 
installation work performed by the Company at the request of the customer. 

Revisions 
'b 

The following revisions are effective 11/01/03: 

e Update procedure for process changes 
Update procedure for personnel changes 

The following revisions are effective 01/01/05: 

Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 
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Transportation - 
Reconciliation & Analysis 

Functional Area: Transportation Services 
Sarbanes-Oxley Category: Capital Expenditures and Fixed 

Assets 
Process Owner: Dan Fleck 
Effective Date: 09/01/ 98 
Revised Date: 01/01 /05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

4 Launch Power 
e Select "Accounting Policies and Procedures" under the llCommunities" 

heading at the top of the page 

Policy Statement 

All Balance Sheet accounts for all corporations shall be reconciled using 
Reconciliation and Analysis Standards as outlined in the Reconciliation & 
Analysis of Accounts Policy. The reconciliation shall be done on a timely basis, 
which is determined according to the account standards defined in the New 
Account Set-up & Definition (Account Standards) Policy. 

To ensure that responsibility for accuracy of data within an account is held 
by those closest to the transaction 

* To increase control of accounts 
To clearly define ownership of accounts providing a single source for 
information regarding the accounts 

Reason for Policy 
1 
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Process Flows 

.I 

Process Description/Na.rrative - 

f 

Frequently Asked Questions 

Procedure 

Reconcile Accounts (CoA.9) 
- - ---- .- 

(DEPARTMENT -[~@S~@GELITY--~TION --" --..----.-- 

1. Provide RBBU Financial Operations 
information, as necessary, to support 
transaction activity in the cost pool 

I p a n s  .or tation sew ices I y1r-- accounts. 

2. Update "Last Reconciled Date" field 
in BDMS (PBR - Accounting Data Set- 
up) to reflect the last period for which 
the account balance was i 
verified/ reconciled. 

-- -.."- --- - J 
Perform analysis af transactions (CaA.12) 

-....- 
3. Perform a utilization review of 
vehicles. 

report vehicle usage. -_ --------.-- --- -_---- ----- -_-" ......-X1" .. ---- .--..-._ ...---..----- " .. --- ------ 
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- - 
4. Determine if what was charged to 
the cost pool accounts is correct by 
reviewing the charges. -___._ "_-__ _ _ _ -  --_-__ "__ ----_ -- ---" ---- --I---v- - ---- 

Perform analysis of financial statements: business unit review (CoA.1Ba) 

Perform analysis of financial statements: legal review of regulatory entity 
(CaA.13b) 

.--.,..- - 
Transportation Services 

- -- 
(DEPARTMENT /~~EEEZ~LITY FCTION ..--- -.- 7;- / T o m ~ ~ ~ ~  provide monthly analysis and 

explanation to Cost 

- - - " ------------ "-"-- -...-- 
Tom Rasp 1. Provide monthly analysis and 

sufficient explanation io Cost 
Accounting as to the inputs to the cost 
pool accounts. -- ----- r 

I I Accounting as to the inputs to Lhe cost 
pool accounts. 

, .Il______.,.____._ ----,,.--.-.-.-------.- -.. .-.~.,--.--.,,...-..-----,---.-.-..--...-" - ----.. 

_--_I__ ____-_--._ _ -__ _I-r-_ "_  _̂ __..?-I- " .--- *- ----...-".--- 1-- 

- 
Training and Documents 

Training: 

Additional Documents: 

Who Should Know 
r a 

Controller 
Assistant Co~~trollers 
Corporate Accounting 
Transportation Services 

Related 1nf ormation 

New Account Set-up & Definition (Account Standards) Policy 

Reconciliation & Analysis of Accounts Policy 
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9 

Contacts 
-- .-- --- -.- ---- -- 
/ ~ a m e  - l ~ o l e  I D ~ P ~  

-----------."-.. 
l ~ o m  Rasp - Transportation / G & k ~ c .  

----.,...".--. 
Dan Fleck Transports tion r __----- - 

'--- F%GG%vc. -.------ " ---.. ----- ----- --.------ Fa Glenn bnior Analyst bccounting Research .-----.--- -- --.-."--- - =.*. ---. ------.- -* 

- ----" /Manager .- - [~ccount in~  Research -- -- 

I 

Revisions 

The following revision is effective 09/ 011 99: 

Update process for Account Reconciliation Database in PBR 

The following revision is effective O6/ 01 / 00: 

Update for personnel changes 

The following revision is effective 09/20/01: 

0 Update for department name change 

The following revision is effective 08/01/02: 

Update for personnel changes 

The policy was reviewed and no revisions were needed 10/01/03. 

The following revisions are effective 01/01 105: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Transportation - Journal Entries 
Functional Area: Transportation Services 

Sarbanes-Oxley Category: Capital Expenditures and Fixed 
Process Owner: bcisleReck 
Effective Date: 09/01/98 
Revised Date: 01/01/ 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page ~ 

4 

Policy Statement 
/ 

The Cinergy Transportation Services Department will record all transactions 
relating to vehicle usage. 

Reason for Policy 

To record vehicle activity in the Company financial statements in adherence to 
GAAP 

Process Flows 
P- i 

7 

Process Description/Narrative 

II I 

Frequently Asked Questions 
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Capture information on business transactions (CoA.1) 
Classlfy transactions for journalizing (CoA.2) 
Cutoff transactions (CoA.5) 

- -  " . - -...-...--. " A- 

1. Capture vehicle usage activity and 
classify into I . D e  based upon 

Dny 2, MOD. 

-..".--- ". - -- -. --..".-...-.-- "" --.,-- -- 

usage activity for Exempt employees 
and class* into the Vehicle System 
(VHS) based upon accounting info on 
time reports. Cutoff occurs on Day 1, 
EOD. Note: tltis must be cotnplete b ? ~  Day 

r---- --..---- --..-- 

correcting entries into the Vehicle 
System (VE-IS). Note: this trzusf be 
contplefe hj Day 2, MOD. - - --- -- - ".--" ------.." ..------ -- -- - 

Identify error@) in Source Documents and pushback for correction (CoA.3) 

- ---- - ----__I-_ __ -- ----?---..- - ̂  --.- *- 

~DEPARTMENT (RESPONSIBILITY m~~~~ 
i 
____-I _ -- _- --- -". ..___".l..,...l_ ^- -. 

Transportation Services Tom Rasp 1 
i i 

-__....-._--_ L -.."- "--"-I- -.- 
1. Review the error list created during 
month end processing of VHS for 
1,DCS and Predefined activity. 
Document errors for correction. Note: 

----_^1- - - __-_I "_ _ "..---.. -_I"_....._ - -.---- - -- ..-..---.- - - 



Transportation - J o u d  Entries 

* -".* - - - -- - - -  - . ... " " -  - .  

-- ---. . - Ithis - - -  must be compiete by ...--- ~ n y  2, EOD. J 

Correct error(~) in source documents (CoA.4) 
...-. ...-. . .-.. ----I.I- . I .... 

RESPONSIBILITY r- --- 
of charge where 

--- ---- -- -- ----."-- i 

Prepare journal entries (CoA.6) 

.. _ . _ _  ,- . --.'.--...- . ............. 
DEPARTMENT - --~SPONSIBILITY /ACTION r----z____--- -- ---- -"-. -- -.--- - -- 
/'Transportation Services [ ~ o m  Rasp r- 1 Create auto feed to BDMS from 

I - I VHS system. Note: Chis process shotlld 
be complete hj Dny 2, EOD. .__- . _ _ _ -  _-- . __ ............ "- .--.. __-- .....-.. -----.. - . 

Identify errors in prepared journal entries (CoA.7a) 

-" .- .. ,. ...-.....-.... "- I-"..r-'.-',.-'.-"""- -..--.--...-.---- '-- ................. .... 
[Corporate Accounting iBDMS Coordinator 1. Process BDMS posting in forecast 
f 1 -  mode to identify errors in auto feed 

'ournal entries, The resulting error list 
is to be distributed to Transportation 
Services. Note: this process siioutd be 
conlplete hy Day 2, EOD. /I ... .. .. - . _ _ _ -  _-___ _-l__..._____r___-_ ---.. ----- -̂-- ........-. -.I.-- --.- 

Correct errors in prepared journal entries (CoA.7b) 
-- - - - --..- ----- - WPARTMENT --- IRE~P~NSIBILI-[TCTION ... ---..-...------ 

r-.+--.-'-- --- -'---- 

b&nsportation Services 1. Correct errors in VHS and re- 
process auto feed to BDMS. Note: CItis 
process sitortiri be contplefe by Dny 2, i 

Post journal entries to BDMS 2.0 (CoA.8) 

....................................... .__.-_LC,.""___.".__X..-- "-. ...-......---....- .. .l__ ...---. .. .. --.-.----I..-.-.-..- - 
~EPARTMENT ...... ~ESPONSIBILITY ............ - [ACTION ............... 

........ ......----...- ...... .........- ...... 

Franrportation services porn Rasp 11. Approve journal entries for posting. 
..-----.-... . ...-- *-*.-.-..-.--'--..-.-. ...... -,r--' "-" . . --.--.--.. -- > --. .... /Car porate Accounting BDMS Coordinator 2. UDMS will post all journal entries 

i I 

approved for posting. Note: 'tltis 
process shotild be cotnplete by DAY 2, . .-,__ . - . . .  _ _ _ _ _ _ _ . _  ._-~... ._-_---.--~-..-.--.+-..- -.--,.. -.--....-- 
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" . . , " - . " . " ...... " -;L..... ;. " .  .... -"" - " " . "  . . .  - 
I 

! EOD El "",., "i "-" :I ... .-.-..---.*.-.. " ......*.*. "." ._---..-i ..... - ... - -- ".. "" 1 
Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

" _ _ .  _-ll.-.l." -.-----_- .--- --- --,.---".--- . -""..."..-..----. 
~ A R T M E N T  FESPONSIBILITY -  TIO ON -- ----...----- 

No accruals or reserves are booked for 
Transportation. r _--- ".-----*- - 7  -. - - 

4- 

Training and Documents 

Training: 

Additional Documents: 

tVho Should Know 
I 

Controller 
Assistant Controllers 
Corparate Accounting 
Payroll & Benefits Accounting 

a Transportation Services 

Related Information 

Transportation - Recdnciliation & Analysis Policy 

Contacts 
I 

/ ~ a m e  l~o le  
----... - - . IDept ....------+p-- - - -.. 

l T o m s r - - - * -  ' - E p o r t a t i o n  praansportation -- .. 
Benita Ross - -- v n  ting [-~&uk6ng- 
Erica Glenn [senior Analyst [ ~ c c o u n t i n ~  Research 

-- -_" _--_ -- --__-_--I_-.-.- - - --"-- -- -  -- - 
j ~ r n ~  Sheppard /Manager /;i;counting Research _ ____ __-_____.--_ _ ---- ---- __- ----I_-I*....- .---. 4.11--1- ---.. 
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'me following revision is effective 06/ 01/ 00: 

s ' 

. Update policy for personnel change 

The following revision is effective 09/ 20/ Ol : 

b e f  initions 

w Update policy for personnel change 

L 

Revisions 
r 

The following revision is effective 08/01/02: 

w Update policy for personnel change 

The following revision is effective 10/01/ 03: 

w Update policy for department name change 

The following revisions are effective 01/ 01 / 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 



Materials Management - inventory Data from Passport 

Case No. 2006-00113- 
Ky PSC-UR-0 1-004 

Page 692 of 1026 

Materials Management - Inventory 
Data from Passport 

Functional Area: Inventory Services 
Sarbanes-Oxley Category: Inventory 

Process Owner: Mike Snyder 
Effective Date: 09/01/98 
Revised Date: 01/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures camuni ty  within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communitiest' 
heading at the top of the page 

Policy Statement 

The Cinergy Materials Group will record all transactions related to the Inventory 
data from Passport as it relates to Inventory Services. 

Reason for Policy 

To record Inventory Services activity in the Company financial statements in 
adherence to GAAP and Regulatory Requirements 

i 

Process Flows 

Process Description/Narrative 
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b- 

Frequently Asked Questions 

L 

Procedure 

Capture information on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 
Cutoff transactions (CoA.5) 
""--" - - --- "---"- * " " - - - . "  - . -  - -- 

~DEPARTMENT (RESPONSIBILITY ~ACTION - ---- -.- -.--... -- 
Originating 1. Capture inventory transactions I-- -- [(purchases, return$ etc.) and class@ 

into the Passport system. Month end 
cutoff occurs on the last day of the 
month. Note: this process should be 

I I ~cornpleted daiiy. ' 

*- --- --- -- I______--- ------- -- _I 

Identify error(s) in Source Documents and pushback for correction (CoA.3) 
----- --- 

m~i-1 ------ RESPONSIBILITY ~ACTION r- -- -_-_( -*l__l_.--. ---.-.----- 
'Originating Organization Originating Organization 1. Validate data as it is entered via the 

automatic validation on Passport. If 
an error exists, the operator is notified 
via an error message on the screen. 
Note: this process sllould be cornpiefed 
doily. .--- ---- .- "- -- -- ---...--- "- ".--.---- --- ." ---- --- I 

Correct error(s) in source documents (CoA.4) 

---/- - 
iOriginating Organization \Originating Organizahon 1 Correct data entry errors. Note: this / 
1 .... __ .,..., __ -., * . _ , . . _ _ ~ _  I ,----.----....u .--....-.---p......-...-.--. lprocess should be completcd -----..---.--A daily. i 

Prepare journal entries (CoA.6) 

I -- -- "_ - 
i ~ a t e r  ials Accounting 

I .----- up..+,..- - ---.--- -" ----...-" - - . . _ _ - - ~ ~ * . . -  - -- 
Melanie Jones 1. Run distribution program in the 

Passport System to create auto feed to 
BDMS 2.0. Note: this process should be 
cornpletcd wcekly - inonth end, ovemighf. 1 -- _- _ __ _-_-- __^_-_____ -_----- - ----_---.-- "- -----.- "- ---- * " .  - " "-% 

I 
i 
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Identify errors in prepared journal entries (CoA.7a) 
- --- . - .  - " . . - -ex-. - -- 

.[DEPARTMENT /RESPONSIBILITY ---- - ----- --..  ACTION - -- "...-- . -."--.". 
~ A ; ; ~ C . , ~ - ~ - - -  ranie Jones 

the process auto sho~rld feed conh.01 be conlplefed report. 

- 

Correct errors in prepared journal entries (CoA.7b) 
"- - "- -- -- - - " "  - - -., 

ACT1 ON I ~ E P A R T M E N T  [""PONS-~ILITY - -..... 

Materials Accounting Melanie Jones 1. Correct errors and reprocess the 
auto feed. Note: tlris process should be 
contpteie by Dny 1, m. ----- " ----.- ___.____-_---- ..--.- ------ - 

Post journal entries to BDMS 2.0 (CoA.8) 

- 
[DEPARTMENT /RESPONSIBILI-TY "JACTION ---- 

process should be cornpfefe by Day 2, 
EOD, _ _ _ _ _ _ - -  __-_- " _.-_--" - - _ - - - . * - -  - --" --- -- J 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

Training and Documents 

Training: 

Additional Documents: 

t T 

Who  Should Know 

a Controller 
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Asst. Controllers 
Corporate Accounting 
Materials Accounting 
Fixed Asset Accounting 

Related Information 

Inventory Services - Material Adjustments Policy 

Inventory Services - Reconciliation & Analysis Policy 

1 
Contacts 
r 

..-- - " - -  - -  - " --- 
l ~ a m e  l ~ o l e  - ------ lDept- 
p a n i c ?  JOII~S baterials ---- Accounting ---. - - -p%GzGzc~u<G'ic- 

/8en Smith ~RBBU ~RBBU Accounting 
*------- . ____-...-"..""I-- _." - 

=snyder /Manager Fventory services "-__ _- .- -- - -. --_---.------ -. - - -  - "- - - -..- - -------I--" ---- - - 
ken Flora panager WU -- 
EGG- - t -  ---- ' jAccountingReshA -- 
I ~ r n ~  - - Sheppard /hnanager - -- -/Accounting Research ------ 

Definitions 

EOD - End of Day 

Revisions 
i 

The following revisions are effective 09/01/01: 

Update policy for department name change 
Renumber policy from 7.2.1.3 to 7.2.1.2 

The following revisions are effective 08/01/02: 

* Update policy for personnel and department name change 
* Update policy for timing process change 



Matedals Management - Inventory Data from Paseport 

The following revision is effective 11/01/03: 

Update procedure for personnel change 

The following revisions are effective 01/01/05 

. Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

Case No. 2006-001 72 
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Page 69% of 1026 
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Gas Fuel Clause - Amortization of Gas 
Refund & Balance Adjustments 

Functional Area: Rates 
Sarbanes-Oxley Category: Regulation 

Process Owner: Don Wathen 
Effective Date: 09/01/98 
Revised Date: 01 /01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPawer 
* Select "Accounting Policies and Procedures" under the "Communities" 

heading at the top of the page 

a 
Policy Statement 
4 

The Cinergy Rates Department will record all transactions related to the 
Amortization of Gas Refund and Balance Adjustments of the Gas Fuel Clause. 

Reason for Policy 

To record Gas Fuel Clause activity in the Company Financial statements in 
adherence to GAAP and Regulatory Requirements 

2 

Process Flows 
1 

f 

Process Description/Narrative 
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- .  

Frequently Asked Questions 
J 

Procedure 

Capture information on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 

Day 3, MOD. 

- 

mainframe system. 

Cutoff transactions (CoA.5) 
- " - " "  - - " 

(DEPARTMENT (RESPONSIBILITY -- .---..---.-- /ACTION 
,--.-..----w -? 

kG"e&-"-* - - - [ ~ o b  Butts -[i-collect and enter all information 
during the closing process. If 
information is not avaiIable, make 
estimates. - - ".,._..~__-________ _ _ __ ^*-_ _ _------~.-...-~-.... 

Identify error(s) in source documents and pushback for correction (CoA.3) 

--" "-"- ?- - - -- - -- 
--"---"---~[l. Match the Dick's Creek report to 

the Special Ledger report. If there is 
an error, notify Sandy Rosing or Joyce 

i Wimmers through a phone call. Nofe: 
I&rlt$j error by Day 3, MOD. - _,------ - - -- -- --- rb ~ ~ t t s  2. Verify the Transportation report 
from the Special Ledger with revenue 
report from the bundle, self-created 
transportation report and Dick's I- __ - .- __ " _ *- _ _ _  ___ I_-~-LI1l--l-----.-.Î - ---- -- " - - -- - - -- --  --- - 
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Correct error(s) in source documents (CoA.4) 

__"_I__"_^__"__ -I ----- I_ "..... -l*-L-p-- 
.- -- ..-......-....- - - - . 

[DEPARTMENT FESPONSIBILI~ ~ C T I O N  -- ""- --, - "- - -*-- -- --* ------..- --. -...'.-.-...-- 
I. Receive correction requests from r~e11 RBU Financial Operations - -  rRos*g Joyce Winmers Le. Bob Butts - and make necessary -- 1 
corrections. The corrected journal 
entry is supplied to the next month's 

Extract data for processing (CoA.1) 

*" ----- -----. -...".-.---- ---.---- ----- ."".--- -- -... 
\DEPARTMENT [RESPONSIBILITY KCTION 

--"-l- 
------------ 

Rates I- 
-- r """ 1. Enter data from Interdepartmental 

use and Dick's Creek use Report into 

I the Excel Spreadsheet - GCR 20XX. 
.......- --" -  

usage for different 
Report and 

into the ExceI Spreadsheet - 
-- 

associated with 
customer choice from the 
Transportation report from 
mainframe and enter into the Excel 
spreadsheet - GCR 20XX. 

I _ _ _ -  I_ -.-- ---4 

Prepare journal entries (CoA.6) 

-- --"--."--"--" "--------*-"---*--A --...---".-- -- -* . "--- " .--- - -""-- 

[DEPARTMENT -/RESPONSIBILITY--- ---- - - - ~ C T I O N  - i 
r E  -I 

hates 11. Enter the data from the prepared j 
Excel Spreadsheets - GCR 2OXX - into i 
the Journal Entry Tool, producing an 
amortization of gas refund and 
balance adjustments journal entry. 

I 
Nutc: Prepare by Day 4, EOD. - .--- .- --- --."- 

Identify errors in prepared journal entries (CoA.7a) 

" " " -..--...-. "-." ------- ..-. 
DEPARTMENT [RESPONSIBILITY FCTION r -..--. * __,-.--.-,. -..,-- --..-,, -.--.-.-." .---" * 

I~akes b b  Butts 11. VerifL journal entry detail 
I I (workpapers against the entered I .... " _...r,,.*r ..- " __ .,.... L.," ._ -.----.---. .... .-1-...o 
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". ". - " - - ,  - .  - -. - bournal -- entries, 1 
-- 

Correct errors in prepared journal entries (CoA.7b) 
"-. - .- " "  ."" -- " -  . L  

DEPARTMENT - .- IRESPONSIBILITY i --- ----.,...- ---- ---. 
Rates l ~ o b  Butts 17- 1 If errors are identified, mark up the 

Post journal entries to BDMS 2.0 (CoA.8) 

" " "  

-- -....*- ..---- *-- 

___-- _ _  __._--- .. 
Corporate Accounting I 

journal entry and what is to be 
corrected. Corrections will occur 
through adjustments supplied for the 
next month's closing. Notify Phyllis 
Baker of the error. 

1 I lpvocess slrould be contplete by Day 4, 

-- - - 

Create and post accruals (CoA.10) 
Create and post resewes (CoA.11) 

-------- ---- - -_ "- - _-__ ..-..- .."-,.- -̂.̂ "_- -- -- " ------_-. 
/DEPARTMENT /RESPONSIBILITY ~ C T I O N  ___---__- _ l__--_____---..ll--l-- -."--*----------" ---.-...- 
~ N / A  bf A '--(Allaccruals and reserves are included 
1 .  1 .  lin the above processes. I _ _.._._ ....,. .,,,-,,-- , , -  _ _-._ ..., ...................................................................................... "---.------...- 

7 

Training and Documents 
'r 

Training: 

Additional Documents: 

4 
Who Should Know 
t Lr 

Controller 
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I. . , ,. . . . . . . .. . 

Assistant Controllers 
Corporate Accounting 
Gassupply 
Gas Resources 

e Customer Relations 
Rates 

4 

Related Information 
a 

Gas Fuel Clause - Gas Cost Deferral 

Gas Fuel Clause - ~rnortization'of Gas Deferral 

Gas Fuel Clause - Amortization of Percentage af Income Plan 

Gas Fuel Clause - Reconciliation & Analysis 

,-.-._- -__-__-_--_I- - - ------------ - 
Name k o l e  Kept -- ---- 
Bob Butts 

" ""-- - " -  "" 
I Rates - .  -** ---- 

Sandy Rosing - - kustomer Relations --.------ -.- Fustomer Relations 

Ted Czupik bates Fates -.--- " -  *- -- - 
Phyllis Baker ----- E a z b r f e s  - k?ZZiG&urces - -- 
Cathy Knecht b E S u p p l y - - - -  /Gas Supply ----- -"w-- - 
Joyce Wimmers ~-s. _ ~ B U  Fin. Ops. - -- 
Don Wathen l~anager - I r  --- -- ---..--....-- - 
Erica Glenn Knior Analyst kccounting Research -- --- - - - - -*--- ----------- ------- "-- 

Amy Sheppard w g e r  Kccounting Research 

5 
Definitions 

s 

GAAP - Generally Accepted Accounting Principles 

MOD - Middle of Day 

EOD - End of Day 
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* 
h 
Revisions 

The following revision is effective 10/01/00: 

0 Update procedure for personnel changes 

The following revisions are effective 11/01/01: 

Update procedure for personnel changes 
Renumber policy from 7.4.5.7 to 7.4.5.4 

The following revisions are effective 11 / 01 / 02: 

Update procedure for personnel changes 
Update procedure far timing changes 

The followkg revisions are effective 11 / 01 / 03: 

Update procedure for personnel change 
Update procedure for timing changes 

The following revisions are effective 01 /01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Gas Fuel Clause - 
Amortization of Gas Deferral 

Functional Area: Rates 
Sarbanes-Oxley Category: Regulation 

Process Owner: Don Wathen 
Effective Date: 09/01/98 
Revised Date: 01/01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures". under the "Communities" 
heading at the top of the page 

Policy Statement 
I 

The Cinergy Rates Department will record all transactions related to the 
Amortization of Gas Deferral of the Gas Fuel Clause. 

Reason for Policy 
J 

To record Gas Fuel Clause activity in the Company Financial statements in 
adherence to CAAP and Regulatory Requirements 

Process Flows 
i 

.' 
Process Description/Narrative . 
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Frequently Asked Questions 
I 

Procedure 
6 

Capture infomation on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 

-- --- - -. - -- --"---- ---. 
--- -- - 

1, Capture and classlfy the 
Interdepartmental Use and Dick's 
Creek Use Report. Distribute report to 
Bob Butts. Note: Dishr'bzrte vin nrnii by 
l?uy 3, MOD. 

the Tiansporta tion Report 
from Special Ledger to Bob Bu its. 
Note: Vishr'bu te vin e-ntaii by D(ty 3, 
MOD. ----..-..."--- 
3. Pick up Revenue report from the 
computer room. Note: This is to be in 
the conzputer room by Day 3, MOD. 

_" _ __________- _ _ -_-__ -----.- 1- ""- . - - -  - - "1 -----1 --- 
Bob But& i 4. Generate the Transportation report 

printout from the ROSCOE 
mainframe system. _^_. .__ _-.- - - " " -.._ ""-- ---- - .------ -- ----- - ---- 

Cutoff transactions (CoA.5) 

----...--- - ---- - "-- "- --a- i--"- - -- ---.- "- - - - - *- ~DEPARTMENT - " - ---@SPONSIBILITY !ACTION 
--- ------ -- --....-- 

Rates r-- --- 
enter all information 

closing process. If 
1 1 /information is not available, make 1 
I I [estimates. ----- -- -- I - - - . -  "--- " ..----- --I ,.-p.... -- 

Identify error(s) in source documents and pushback for correction (CoA.3) 

---.w-----*- "- - "- ---- ""- " --. ----- -- - -- ~DEPARTMENT ~G~~ONSIBILITY ~ACTION 
--I 

- i 
hates l ~ o b  Butts k. Match the Dick's Creek report to -1 
I I (the Special Ledger report. If there is -- ---.- "- --......-~-------- --*--__,----.-----..------,-,.-.-.-.----.--~-. J 
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- -- - -  . . - 

Rates 

*- ----*- 

Correct error(~) in source documents (CoA.4) 

Extract data for processing (CoA.1) 

-- MI_-_ _-_-_-_ ____ __"_"__--ll_" -" 
~EPARTMENT '--TESPONSIB~ITY  ACTION ---'--i 

---. I -- --- "--- - - --- -'-..--- - --- 
kiZ&- [~lob ~ u t t s  b s ~ u m b e r s  from the 

Interdepartmental Use, Dick's Creek 
use into the Excel Spreadsheet - GCR 
ZOXX. --- -----.-. 
2. Break down companies that have 
different rates from the 
Transportation report from Special 
Ledger and enter into the Excel 
,Spreadsheet - GCR 20% - --- --- --- - -- 

Bob Butts jurisdictional 
cost MCF sales and amortization from 
the Revenue report and enter into the 
Excel Spreadsheet - GCR 20XX. ------ 

I 
--4 - ---- -----. - - -- ---- -- -- 

Bob Butts 4. Enter the computations from the 
Transportation report from r mainframe into the Excel spreadsheet 
/- GCR 20XX. 

Prepare journal entries (CoA.6) 

__.l_l_l___ - "___ _ -_ ---_ _ - - -  *- -. *- I - . -  - _...--_. . - - - -1 1 

DEPARTMENT [RESPONSIBILITY ~ C T I O N  1 ---- - - .  - -- - -- --- - --I  --. ------".--- .- .- I=. bob T3utts p n t e r  the data from the prepared 1 
..?p-p- ---- - - I _ - _ _ _  _ _ _ ~ l _ " " . . " . .  - ---"I_- 
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. . - . "  . 

Excel Spreadsheets - GCR 20XX - into 
I the Journal Entry Tool, producing 
monthly amortization of deferrals. 
Note: Prepare journal enfries by Day 4, 

-- ..---- " - _-_-.-__-". _-- - _.------------ --..---- ---- --------- 

Identify errors in prepared journal entries (CoA.7a) 

- - ----- 
1. verify journal entry detail 
workpapers against the entered r 

Correct errors in prepared journal entries (CoA.7b) 

Post journal entries to BDMS 2.0 (CoA.8) 

---- "- ----- --- .- - --- - -- --- --..-- *....--- 

~ESPON~IBILITY--~CTION ---- 
the journal entries for 

Ted Czupik Approve entries Day 4, 

----."... 
post all journal entries 

approved for posting. Note: this 
pracess should be cornplete hj Dny 4, 

_-_-__ __ _ _ -__._ _---- "- __-____Le_..-._I-I_ "-  -----I... ---..- * -.-..---4 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

_ _ _ - . . -  -----.. - ----- 
/DEPARTMENT-"- i-I------. [RESPONSIBILITY m y ~ ~ ~  -. - * - -- 

and reserves are included 
above processes. 

"- -- ---- - - - ---"-.-- --- -- -- 1 
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Training and Documents 

Training: 

Additional Documents: 

Controller 
Assistant Controllers 
Corporate Accounting 
Gas Supply 
Gas and Resources 
Customer Relations 
RBU Financial Operations 
Rates 

L I 

Related Information . 

Gas Fuel Clause - Gas Cost Deferral 

Gas Fuel Clause - Amortization of Percentage of Income Plan 

Gas Fuel Clause - Amortization of Gas Refund & Balance Adjustments 

Gas Fuel Clause - Reconciliation & Analysis 

Contacts 
--- --- 

Name [Role -- m"-- -___ "_-...I_... _ _-- __-_ _--..... ---.-...- "- --- - -----.-" --..-. 
Bob Butfs fiia tes Fates - -- w -- 
Sandy Rosing kustomer Relations [Customer Relations --.-..-- *- --- 
Bob Parsons 

* "  f n T  ---- I-- -- --A- 

Ted Czupik l ~a t e s  - -- - "....-- 
p r -  _ _ ~ - _ - - " _ _ " _ _ _ _  -_."I- - ---7 

Phyllis Baker k ; x s o u r c e s  E s  Resources 
,,"- - --.- - "- -- ,___ -- - . -----"-"- ---.I_-I. "-I---- -- - -- 
Cathy Knecht ~ a s S u p p l y  -- --.... -- ""-- - ps Supply -- -_ _--_"" --- -*--*- -__- -_ ---" ____ .--I-- - -. _.* 
Joyce Wimmers --WU Fin. Ops. 
7 

m~in. Ops. -- --- 
Don Wathen - - -/Rates--- 
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Definitions 

" -".,.-,..---.--------" .."~-.....,....-.~.~. ---....- - -- -,-- 

GAAP - Generally Accepted Accounting Principles 

MOD - Middle of Day 

EOD - End of Day 

Erica Glenn bnior Analyst ---.--."...---.. "._* - : --- -, A 

Revisions 
J' 

Accountins Research 
--, ..--. .̂"**-". -.*-. ...." -"""".i: 

The following revision is effective 10/01/00: 

' ,. Amy " . -  Sheppard . .-" .. . . .  - , . . .  ; . .  Pccou3ting .. Research . . . . .. . . .  . -- -,,.. "". ,". "-. ... . . *,.I, ' ' ' .  "' " . ' "  '̂  ' ,  - '  . . ' '_ '. ., - - - 

Update procedure for personnel changes 

The following revisions are effective 11/01/01: 

e Update procedure for personnel changes 
* Update procedure for title change 

Policy renumbered from 7.4.5.3 to 7.4.5.2 

The following revisions are effective 11/01/02: 

Update procedure for personnel changes 
* Update procedure for timing change 

The following revisions are effective 11/01/03: 

Update procedure for personnel change 
Update procedure for timing changes 

The following revisions are effective 0 110 1/05: 

Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 
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Gas Fuel Clause - Gas Cost Deferral 
Functional Area: Rates 

Sarbanes-Oxley Category: Regulation 
Process Owner: Don Wathen 
Effective Date: 09/01/ 98 
Revised Date: 01/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

t i 

Policy Statement 
-a 

The Cinergy Rates Department will record all transactions related to the Gas 
Cost Deferral of the Gas Fuel Clause. 

b 

Reason for Policy 

To record Gas Fuel Clause activity in the Company Financial statements in 
adherence to GAAP and Regulatory Requirements 

L- 

Process Flows . 

J 

Process DescriptioqLNarrative 
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Frequently Asked Questions 

L 

Procedure 

Capture information on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 

____ - -  __ _- _ _  _---- - -.-- _-- - - --- ----- -- - - /DEPARTMENT FESPONSIBILITY /ACTION - 
Gas Supply /CathyKnecht 

to Bob Butts. Note: Distribute via hund 
deliaenj by Day  3, MOD. - --- --+--- .....-- -- -- -., 

Gas Supply r Cathy Knecht 

_ __ __-_____-.___ __ _ - 

Dny 3, MOD. 

1. Capture and classify Monthly Gas 
Purchases into a report and distribute 

__ --- "_ _ _--_. "_-__ __ _--. _ ^ _ _ 
b a s  Resources Phyllis Baker 

_ ^______. ____ ^___ _ _ ____--- _"_ _ --__ 

_ --.-....- --*- LI -L.--U-.-- -- --I-- " 

4. Capture and classify the Gas Cost 
Credit/Firm Transportation Credit 
into a report and distribute to Bob 
Butts. Note: Distribzcte vin e-mnil by 
EOD 15 of flte crirre?tt nronfh. __. - "..~------- -- - .-̂ _----"-I_*--* " 

. Phyllis Baker 5. Capture and classify the Gas Sold 
to Re-Marketers into a letter and 
distribute to Bob Butts. Note: 
Distribute via ntnil driring the 1" aalrd 3 r d  

week of the nronth. ---- ---- - 
6. Capture and classify the 
Interdepartmental Use and Dick's 
Creek Use Report. Distribute reports 
to Bob Butts. Note: Distribute via mail 
by Day 3, MOD, ---- -.---. .- -. 

Bates R O ~  ~ u t t s  r--- 7. Pick up Revenue report from the 
computer room. Note: This is fo be in 
tlie cornpufer room by Day 3, MOD. --r ___-.._ -___II _ - - _  _"_ " _ _  __---- .-l-------ll--.------- --"- - 
8. Retrieve the Gas Losses information 
from the previous month's General 
Ledger. _ "_ _ _____--"^-"-- - - -  -...---I_̂ ..l-- I _ -_ _....._-_--" ...-.-- -- ------ - ---- -.."...--". ----..--1 
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. .. 

Cutoff transactions (CoA.5) 

Identify error(s) in source dacuments and pushback for correction (CoA.3) 

--- .------- 
~DEPARTMENT ~RESP~NSIBILITY [m ----.----"*-- -- -... 

1. Review the gas purchases and 
adjustments reports for storage 
numbers in the expense total. Note: 
[dent@ error by Day 2 EOD. 

------* -- 
2. Check the propane usage report for 
the reasonableness of the conversion. 
If there is an error, noti@ Phyllis 
Raker &rough a phone call, Note: 
Idr?ntifj ewor by the Day 3, EOD. -- 

Rates 3. Match the rates on the Revenue 
Report with the previous month's 
rates. Also match with the Special 
[,edger Transportation Report. If there 
is an error, n o w  Sandy Rosing or 
Joyce Wimmers through a phone call. 
Note: Identify ewor InJ Day 3, MOD. 

-" 

Rates Creek report to 

-..., _._ il-l-.l.l-IICII-l- --."..* ---._--." --- - - -- -- -- - - I- ---I- " . . - - " -  

Correct error(~) in source documents (CoA.4) 

-"-- - ...----------- -- I 

/DEPARTMENT [~~~SCG~BILITY -------.-- .--........- [ACTION 
correction requests from 

Customer Relations Sandy Rosing Bob Butts and make necessary 
Gas Resources Phyliis Baker corrections. The corrected journal 

entry is supplied to the next month's 

-**-----" ---- -----. ----- - ---" " -------.* "- --- - ""- 
I 

_1 

Extract data far processing (CoA.1) 
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-- .....----- -- 
2, Multiply the usage from the 
Propane Usage Report by the average 
rate per gallon and enter the results 
into the Excel Spreadsheet - 20XX 

- -- -- ---- - -- 

Bob Butts 

Rates 
the revenue report with the rate and 
enter Contract Commitment Cost into 
the Excel Spreadsheet - 20XX 

I Deferrals. 
I._--_̂ v...-.-----*--- -----...--- - - --- - - - -  - 

Prepare jaurnaI entries (CoA.6) 

Identify errors in prepared journal entries (CoA.7a) 

"DEPARTMENT 
,_ _ _ _ _ - _ ~ _ _ _ -  - . _ _ 
Rates 

- 
RESPONSIBILITY /ACTION 
._ -."--__ -%---*_-_-_ ---. -- ----- I ^ - ^ X " -  -- . -- -- 
Bob Rutts 1. Enter the data from the prepared 

Excel Spreadsl~eets - 20XX Deferrals I 
/into the Journal Entry Tool, producing 
'a gas cast deferral journal entry. Note: 

I lPrepnrr josntni e l i h y  by Dny 4, EOD. 
__I_"___-__"___,"__1 _ _ - ---- _ -_._-... - .-.. - -------1 
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Gas Fuel Clause - Gas Cost Deferral 

Correct errors in prepared journal entries (CoA.7b) 

--- - - ----- 

---- 
1. If errors are identified, mark up the 
'ournal entry and what is to be 
corrected. Corrections will occur 
through adjustments suppIied for the 
next month's closing. - -- 

Post journal entries to BDMS 2.0 (CoA.8) 

(DEPARTMENT " - 

enfvies by Day 4, 

Linton 

" - - -  - -. 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

- "I_- -_ -___- _--_ --_- _ "  ___- ------ -- 
~EPARTMENT ~RESPONSIBILITY [ACTION 
IN/ A (NIA 1 ~ 1 1  accruals and reserves are included 
I ,  lin the above processes. - *- 

I ----....-- ---- - -. J 

Training and Documents 
i 1 

Training: 

Additional Documents: 

o Should Know 
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Controller 
Assistant Controllers . Corporate Accounting 
Gas Supply 

0 Gas Resources 
Customer Relations 
Rates 

+ 

Related Information 

Gas Fuel Clause - Amortization of Gas Deferral 

Gas Fuel Clause - Amortization of Percentage of Income Plan 

Gas Fuel Clause - Amortization of Gas Refbnd & Balance Adjustments 

Gas Fuel Clause - Reconciliation & Analysis 

Contacts 
- 

Name l ~ e ~ t  ---- Pole -- --..----- ---- * .-,U____. _-____.. "-.- -- -. 
B O ~  ~urts - Fates [Fatgs --- -.?..-- 
Sandy -"- - - - - - -  Rosing m t i o n s  k-r Relations - 
Bob Parsons - "  " 

kates 
* - - -  - "  - a tes -- 

Ted Czupik - " 
Rates 

--___-_~..1"~4-1_1-.".-. 1 

Phyllis Baker --- ---- -. - pzi%&Gi----- -- @%ZGiources 
----.----I_- --------.-- -- -- - 1-1- 

Cathy Knecht --. -.-- "- 
[Gas Supply -~.....""m----w-- 

pa;  upp ply --"-- -.----- "-- -" ------ 
Joyce Wimmers -.iiEEG5@. ' R % Z .  0ps. .--- - 
7- 

Don Wathen -/Manager--- PGs- ------ 
Erica Glenn nior Analyst 

__---P.-..- ---_I* 

(A-eSGch c. - - .  . ""---"------- 

Amy Sheppard b T e r  bccounting Research 

Definitions 
I 

GAAP - Generally Accepted Accounting Principles 

MOD - Middle of Day 

EOD - End of Day 
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Revisions 

The following revisions are effective 10/ 01 / 00: 

Update procedure for process changes 
Update procedure for personnel changes 

The following revisions are effective 11/01/01: 

9 Update procedure for process changes 
Update procedure for personnel changes 

The following revisions are effective 11/01/02: 

Update procedure for timing changes 
* Update procedure for personnel changes 

The following revisions are effective 11 / 01/03: 

Update procedure for timing changes 
Update procedure fox personnel changes 

The following revisions are effective 01 /0 1 /05 : 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Gas Fuel Clause 
Reconciliation & Analysis 

Functional Area: Rates 
Sarbanes-Oxley Category: Regulation 

Process Owner: Don Wathen 
Effective Date: 09/01/98 
Revised Date: 01 / 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Cpmunities" 
heading at the top of the page 

Policy Statement 
J 

All Balance Sheet accounts for all corporations shall be reconciled using 
Reconciliation and Analysis Standards as outlined in Reconciliation & Analysis 
of Accounts. The reconciliation shall be done on a timely basis, which is 
determined according to the account standards defined in New Account Set-up 
& Definition (Accounf Standards). 

Reason for Policy 
@ 

To shift responsibility for accuracy of data within an account to those closest 
to the transactions 
To increase control of accounts 

* To clearly define ownership of accounts providing a single source for 
information regarding the accounts 

Process Flows . . 
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Process Description/Narrative 

Frequently Asked Questions 

Procedure 
v 

Reconcile Accounts (CoA.9) 

Perform analysis of: transactions (CoA.12) 

---- .- 
~DEPARTMENT -- --- "- - /RESPONSIBILITY - -/ACTION 

- ' - - - . - - - - " " I -  --- 
Note. The follozving process is performed 
tnotztltly lo recottcile all fitel clairse gas 
nccourtts: 

-.-. 
Bob Bum supporting schedules 

191400,253130,253180 for gas. These 
are utilized in the monthly a 

preparation process. - - -  

2. Make a copy of the appropriate GL 
accounts from PBR. -- -- ---- "-"--- 

schedule balance. 

Rates Bob Butts 
---___--_-___________ I -__ _--___- -__-ll-..+.-l.?m-----.-I --- - - -- -- -----. 

I I 4. Compare and validate the 
transactions in the EL to those in the 
supporting schedules. _-" I--- 

-- --I__ ---.*------ - - - -- --.-.- -- -I"- *"--,."." --.---. ..I------ -- - - 
Bob Butts r 5. Investigate baIance differences and 

misposted transactions as necessary. 
--.__"_ _- " _  _ _ _ _ _ _  

I _ - _ _ _ _ _ - _ _ -  __-____ 

_ _ - _ - _ _ _ ~  __-___ _ 

.__-....- -- - _---..."-_-_~--" -.-- - ..-l_--llllll - - -------- 
Bob Butts 6.  Make the appropriate correcting 

adjustments (if any) with the 
foIlowing month's entries. 

Bob Butts 
I _ - __p-CII__ 

_ _ ^ _  ._-.. "..̂_ -_- - ? - --_ --...- - . - . - - I I X . " - - -  
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___. _ _ __ __ "".. - __.- -" ------̂ ------- .-" ---_--- - --I-- 
~EPARTMENT . - -. - - -  - "  . .[RESPONSIBILITY F~ION 
Rates 1. Perform all transaction analysis for 

reasonableness, monthly, using the 
information that is tracked in the 
Excel spreadsheets. This analysis dues 1 

1 I !not inciude formal month to month or 1 
I I Iyear to year comparisons. _---__ _ _ _ I _ . _ _ _ ~ _ I  _-_ ._- -I___C_--"...*" -v---.I-I-- i 
Perform analysis of financial statements: business unit review (CoA.13a) 

Perform analysis of financial statements: legal review of regulatory entity 
(CoA.13b) 

---- -- - - -.- ---- ..w......--7-- - -- - 
~EPARTMENT -..-- -- - - [RESPONSI~~~CI~"- -.FCTION - 

l________l_. - "__I"_ "- -.- - "_--_.___--.--l̂ lI..----- - 
ki&F------ boil BU& k Obtain detailed revenue reports 

Rates 

-....-- -"" ------ 

I 1 - - - -  /monthly ____- from the CSS system. 
l~a t e s  liGiz&s k o m p a r e  the detail on the revenue 

Bob Butts specific Financial 
Statement analysis is at the discretion 
of the Business Unit with the 
exception of minimum analysis 
required to support Legal Entity 
analysis. The extent of I.egal Entity 
analysis will be determined on a case 
by case basis, as required. 

"- -- _ I_IX_-_."_ - - I _.-----..- 

I I Ireports'with the gas revenue and gas 
1 \statistics on the financial statements. --- 

3. Contact Sandy Rosing or Eileen 
Wahlbrink in Customer Relations if i- --- 

I Ithere is a material discrepancy. I "  " - .-- - 

d 

Training and Documents 
m' 

Training: 

Additional Documents: 

o Should Know 
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? . 
L Controller 

Assistant Controllers 
Corporate Accounting 

* Rates 
e Customer Relations 

Related Information 
2 A 

New Account Set-up & Definition (Account Standards) 

Reconciliation & Analysis of Accounts 

Gas Fuel Clause - Gas Cost Deferral 

Gas Fuel Clause - Amortization of Deferral 

Gas Fuel Clause - Amortization of Percentage of Income Plan 

Gas Fuel Clause - Amortization of Gas Refund & Balance Adjustments 

Contacts . 

1 Rates 
I -"-- -----? -- -- 

Sandy Rosing vustorner Relations ]Customer Relations "---- --- --- -____ - - ....... 
Eileen Wahlbrink /C?me&i?&bz bustomer Relations 

--- --- 
Don - - Wathen IManager - - 'Fates --* - - - 

Erica Glenn hnior Analyst kccounting Research - - 
, Arny Sheppard I ~ a n a ~ e r  bccounting Research 

L 

Definitions 

Revisions 

The following revision is effective 091 01/ 99: 



Gas Fuel Clause - Reconciliation & Arwlysis 

0 
'L . Update process for Account Reconciliation Database in PBR 

The following revision is effective 10/01/ 00: 

Update procedure for process changes 

The following revisions are effective 11/01/01 : 

. Update policy for elimination of the electric procedure 
0 Renumber policy from 7.4.5.8 to 7.4.5.5 

The following revision is effective 11/01/02: 

* Update procedure for personnel change 

The following revisions are effective 11/01/03 

Update procedure for elimination of accounts that have been stopped and 
closed 
Update procedure for personnel changes 

The following revisions are ef'fective 01 /01/05: - 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Service Company Accounting 
Functional Area: Management Reporting & Cost 

Accounting 
Sarbanes-Oxley Category: Capital Expenditures & Fixed Assets 

Process Owner: Barry Blackwell 
Effective Date: 09/01/98 
Revised Date: 01 / 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community witlzin iPower as follows: 

Launch irower 
Select "Accounting Policies and Pracedures" under the "Communities" 
heading at the top of the page 

Policy Statement 

Cinergy Services, Inc. (Service Company) will utilize the Legal Entity Allocator 
Field in the Code Block of accounting records to assign Service Company 
incurred costs to the appropriate client companies. 

Reason for Policy 
i 

To ensure costs incurred by the Service Company are properly assigned to client 
companies per the Service Agreement signed by the Service Company and the 
client companies and filed with the Securities and Exchange Commission and the 
sta test utility regulatory co&ssions 

Process Flows 
r 

8 
Process Description/Narrative 
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Frequently Asked Questions 

Ql. What is a Service Company? 

A. Service Company is a separate legal entity formed under the rules and 
regulations of the S E  pursuant to The Public Utility Holding Company Act of 
1935, 

Q2. Whv is a Service Company formed? 

A. Service Company exists to provide certain functions and activities that are 
defined in a Service Agreement befween the Service Company and the 
companies it serves (Client Companies). The Service Agreement is filed with the 
a. 
Q3, What costs should the Service Company incur as costs to be a s s i d  
lbilled) to its client companies? - 

A. The Service Company's labor costs and employee/departmental expenses 
should be recorded as Service Company costs and assigned to client companies. 

Q4. Are all costs initiated or incurred bv Service Companv employees to be 
recorded as Service Company costs and assigned to client companies? - 

A. No. The Service Company employees, in most instances, are contracting for 
materials, services, or equipment on behalf of an individual client company. The 
costs of the contracted materials, services, or equipment are to be purchased by 
and paid for by the individual client companies. The Service Company should 
not purchase material, services, or equipment that will be used by a client 
company. 

Q5. Are there any costs that should remain with the Service Company? 

A. Yes but these types of costs are very specific and the approval of the 
Comptroller is required to incur and record costs that will remain with the 
Service Company. 

Q6. How do I assign costs from the Service Company to the client: companies? 



Service Company Accounting 

A. The Cinergy accounting system has been designed to use a field in the 
accounting record of the Service Company named the Legal Entity Allocator to 
assign costs to the client companies. 

Q7, What services can Cinexm -- Services, Inc. provide to its client companies? 

A. The services that can be provided are outlined in the Utility Service 
Agreement and the Non-utility Service Agreement. 

Q8. Where can I find a copy of the Service Agreements? 

A. The Service Agreements can be found in the Training and Documents section 
beIow . 

Q9. Who should I contact with questions regarding Cinernv Services, Inc. 
accounting or if I need a new Le~a1 Entity Allocator? 

A. Contact Scott Field at 838-1701. 

Q10. Where do I find a list of Legal - Entitv Allocators to be used to assign costs 
to the client companies - and to what companies - they assign costs? 

A. A list of the Legal Entity Allocators is contained online in the BDMS 2.0 
GEN-COSTASSIGN table. The companies to which each Legal Entity Allocator 
assigns cost are contained in this table. 

Procedure 

-- ----.--.---- -. - .- 
~ E S P O N S I B I L I T Y  ~ACTION [DKRTMENT 

---- - 
~ ~ ~ ~ e ; o m p a n y  of Charge 

or Client Company Costs 

[ll Service Company Company Costs on the 
Departments (Pay Corp other than 

-- 
Service Company 3. Pay Service Company Costs on the ~ o ~ ~ y ( F a y  Gorp 500) 

-!- 
- - - -  -- - --- .- ..-"-.--- 

Originator of Charge 4. Assign Service Company Costs 
Departments I- using correct- Legal Entity Allocator. 

--_.- _-."____"__ ___-__._"_ ___-_-____ _.- _ ___-- . __Y_ - " - I_I-_-- -- - " ." - -- 
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Training and Documents . 

Training: 

Additional Documents: 

Service Agreements 
o Services Agreement 
o Non-[Jtility Scrvice Agrcenxnt 

'CJtilitv Service Apreeme~~t 0 .---- & 

RI:>MS 2.0 Iiesource Guide 
r a l i a t e  Cost Allocation Trainins (Service Company Training materials) 

h o  Should Know 

C::ontroller 
Asst. Controllers 
Corporate Accounting 
htanagement TXeporting & Chst Accounting 
Tax 

0 Fixed Asset Accounting 
Business Units' and Corporate Center Accounting and Financial Staffs 

1 

Related Information 
J 

t~alicy Service Company Account 921 

Supervisor 
r--- - - - - - - -  , _ _ - -  - 
$Harry Blackwell ,I>ircctor 
" --- - - - - r- -- - -- " - - -  
!Erica Glenn iSt.lli<)r ;\nnlyst 

"- - - 
r ~ r n ~  ~ h c . ~ i a r d  - - -  Manager 

, 
lixtcrnal Reporting I 

, - - -  -- --- - - i 
Management Reporting & Cost rlcc tg. / 

-- -" - - -  
/ ~ r c o u n  ting liesearch 
- " 

Accounting Reserlrch i 
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Service Agreement - A document signed by a Service Company and companies it 
will be providing services to (cIient companies). This document defines the types 
of services to be performed, the cost determination for services and how cost will 
be distributed (assigned) among the client companies. This document is filed 
with and must be approved by the SEC. 

Client companies - Usually affiliated companies of a Service Cmpany whose 
reIationship is established or created under a merger of two or more previousIy 
independent companies. Client companies are parties to a service agreement, 
which defines the types of services to be received and the bases for cost 
determination and billing of services. 

Cost - Management Reporting & Cost Accounting 

SEC - Securities and Exchange Commission 

L, 

Revisions 

The following revisions are effective 06/01/00: 

e Update for changes in department names and personnel changes 
Add Service Company Training materials to Training and Documents 

The following revision is effective 01/01/02: 

. Update policy for personnel changes 

The following revision is effective 12/01/03: 

Update policy for personnel changes 
Add Revised Service Company Training materials to Training and 
Documents 
Add Service Agreements to Training and Documents 

The following revisions are effective 02/01/05: 

Update policy for new manual ownership 
e Update policy to reflect reorganization of manual 
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Service Company Account 921 
Functional Area: Management Reporting & Cost Acctg. 

Sarbanes-Oxley Category: Capital Expenditures and Fixed 
Assets 

Process Owner: Barry Blackwell 
Effective Date: 11/22/99 
Revised Date: 01 / 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

d 

Policy Statement 

Cinergy Services, Inc. (Service Company) will follow the Securities and Exchange 
Commission's Uniform System of Accounts for Mutual Service Companies and 
Subsidiary Service Companies for recording costs in Account 921 - Office 
Supplies and Expenses. 

4. 

Reason for Policy 

To ensure costs incurred by the Service Company are properly recorded and 
classified in accordance with the Securities and Exchange Corrunission's 
accounting requirements 

Process Flows 

Process DescriptioqNarrative 
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J 

Frequently Asked Questions 

Q1. What costs should be recorded in Account 921 - Office Supplies and 
Expenses? 

A. The SEC's Uniform System of Accounts contains the following d'efinition of 
costs to be included in Account 921 - Office Supplies and Expenses: This account 
shall include office supplies and expenses incurred in connection with the 
general administration of service company operations assignable to specific 
administrative or general departments and not specifically provided for in other 
accounts. This includes the expenses of the various administrative and general 
departments and the salaries and wages of which are includable in account 920. 

QZ. What tvpes of expenditures should be included in Account 921? 

A. Expenditures such as employee expenses, office supplies, communication 
service expenses, printing, postage and subscriptions to newspapers or other 
periodicals are types of charges that should be included in Account 921. 
Expenditures such as employee expenses, office supplies, communication service 
expenses, printing, postage and subscriptions to newspapers or other periodicals 
are types of charges that should be included in Account 921. 

Q3. What are examples - of items that should not be included in the Service 
Company's Account 9211 

A. Expenditures made for outside consultants, advertising or corporate dues 
should not be recorded in Account 921. Also, if casts are being incurred for a 
specific client company then these costs should be charged directly to that client 
company in accordance with the Service Company Accounting Policy, 
Expenditures made for outside consultants, advertising or corporate dues should 
not be recorded in Account 921. Also, if costs are being incurred for a specific 
client company then these ~os ts  should be charged directly to that client 
company in accordance with the Service Company Accounting Policy. 

Q4. Whom should I contact if I need clarification regarding charges to Account 
921? - 
A. Contact either Scott Field of External Reporting at 838-1701or Barry Blackwell 
of Management Reporting and Cost Accounting at 838-6993 for assistance. 



Service Company Account 921 

Procedure 

;.. .. . .. ..................................... ^ -; ---  -- .. -! 

'rZ11 Service Company 'Originator of Charge . Determirle if cosls are properly i 

Departments icludable in Account 921. .- . -. . .. . . . ". .- . .. " " - . . . . . - 

L A 

Training and Documents 

Training: 

Affiliate Cost Allocation Training (Service Company Training materials} 

Aclciitianal Documents: 

* 'The Securities and Exchange Commission Uniform System of Acct-writs 
for Mutual Service Companies and Subsidiary Service Companies 

Controller 
Asst. Controllers 
Corporate Accauntir~g 
Tax 
Management Reporting & Cost Accounting 
Business Units' Accounting and Financial Staffs 

2 

Related Information 

Service Company Accounting Policy 

- - -  " -  - 
Naine i ~ o l e  inept I 
' - - -* -- - - 

/---- -- -- - - - I I -- -- - - - _ j  
,I:xternC>l Reporting .Scott Field 'Stlpervisor 

-- -" I 
lfiarry Rldcktvell L)irettor ,h.ldndgcment Reporting & C'ost !jcctg ! 

-- 
; k c  / ~ r i c a  Glenn Senior Analyst I 

- - - -- - - - - - - - - -. -- . - J  
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- - - - - " _ _ _ _  __-I-_ . - -- " - ". 
l ~ r n ~  Sheppard l~anager [~ccount in~ Research v -- -,-I 

d 

Definitions 
i 

IT 

Revisions 
A 

The following revisions are effective 06/ 01 / 00: 

Add Service Company training materials to training documents 
Update for changes in department names 

The following revision is effective 01/ 01 / 02: 

Update for personnel and department name changes 

The following revision is effective 11/01/03: 

e Update for personnel and department name changes 

The following revisions are effective 01/01/05: 

* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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New Corporation Set-up - 
Service Company 
Functional Area: Management Reporting & Cost 

Accounting 
Sarbanes-Oxley Category: High Level Controls 

Process Owner: Barry Blackwell 
Effective Date: 09/01 / 98 
Revised Date: 01/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPowkr as follows: 

Launch Power . Select "Accounting Policies and Procedures" under the heCommunities" 
heading at the top of the page 

I 

Policy Statement 

All proposed and accepted new Cinergy corporations shall follow the following 
prescribed procedure to ensure a successful foundation to record business 
transactions and comply with all regulatory bodies. 

eason for Policy 

To provide guidance in the creation and set-up of new Cinergy corporations thus 
ensuring a thorough and successful foundation for the corporation to start from 

L 

Process Flows 
1 

t d 
Process Description/Narrative 
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b 

Frequently Asked Questions 

Q1. Where do I find allocation cades we should use for this company? 

A. The allocation codes are maintained in the BDMS 2.0 tables. 

42. Who can inform me whether this company has or will have a bank account 
to make pavments? 

A. Treasury establishes the bank'accounts and will be able to assist you in this 
area. 

Q3.Who can inform me whether this eompanv has or will have a direct pay 
permit far sales tax? 

A. The Tax Department can advise you whether the new company will have a 
direct pay permit. ' 

7 

Procedure 

d 

Training and Documents 

-"- ---- __ --_-" __..lI_.--~l..- I.-- I - _---- 

be used for Cost Assignment whicll 
has been created in BDMS2.0 

-- ------- -4 

Training: 

I 



New Corporation Set-up - Sexvice Company 

Additional Documents: 

Case No. 2006-001 7, 
KyPSC-DK-0 1-00~ 

Controller 
Assistant Controllers 
Corporate Accounting 
Accounting Research & Reporting 
Tax 
Fixed Asset Accounting 
Management Reporting & Cost Accounting 
Payroll & Benefits Accounting 
Accounts Payable 
Misc. Accounts Receivable 
Business Unit Accounting Managers 
Budgets and Forecasts 
Treasury 

Related Information 
J 

New Corporation Set-up Policy 

a 
Contacts 

... -  ole FpT- ---- -l__---L -*  --I.- -.-- --- -..---- - -- - 
--------IEZ%&or /corporate Accounting ---- 

1Barryiilackwell- I~iredor _ _ _ _ -  ---- - I?z-"- ._ p..-...-- --- 
/ ~ r n ~  Sheppard ---- -1s bccounting Research - _ _ l _ ^ l  _ "- ..---.- -.-- ----- --- ---UC - - ---4 

Definitions 

Revisions 

The following revision is effective 06/01/00: 



f 

New Corporation Set-up - Service Company 

Update for changes in department names and personnel changes 

The following revision is effective 01/01/02: 

Update for personnel changes 

The following revision is effective 11 / 01 /03: 

Update for department name changes 

The following revisions are effective 01/ 01/05: 

C:asc No. 2006-00 1 72 
Kyl'SC-DR-01-004 
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Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Meter & Transformer 
Installation Costs 
Functional Area: Fixed Asset Accounting 

Sarbanes-Oxley Category: Capital Expenditures and Fixed 
Assets 

Process Owner: Peggy Laub 
Effective Date: 12/01/00 
Revised Date: 01/01/05 

A11 accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and ~rocedures" under the "Communities" 
heading at the top of the page 

1 

Policy Statement . . a I s  . .* 

The Fixed Assets Department will record all transactions relating to meter and 
transformer installation costs. 

To record fixed asset activity in the Company financial statements in adherence 
to GAAP and Regulatory Requirements 

9 
. $ .  , c h . . ,  Process-Flows - -. - : a . , 

t 

Process. ,*. Description/Narrative .I'C ex 

3 
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Capture information on business transactions (CaA.1) 
Classify transactions for journalizing (CoA.2) 
Cutoff transactions (CoA.5) 
".. * *<"." -" ----. .- .- -" -- - - --"* -" " . - . -- - - - - -  " "  

---- --- --" - 

Dave Scherrer 

I -- - 
Identify error@) in Source Documents and push back fur correction (CoA.3) 
Correct error(s) in Source Documents (CoA.4) 

. I -  :I -- -...--..------- ldocuments upon - "- ----.- data entry. --.I 

!--- " " . " - . - "  " <--*-+ -" - - - -  - . - 
i I - .+  DEPARTMENT RESPONSIBILITY .--- --. - PION 

Prepare journal entries (CoA.6) 

-^^* " " , 
ED Capital Projecb 

_-__ I----- - __."."._ __."..___ * I .-- _""_ X - ". - --- --- - 

I 

'--- -- -----~RESPONSIBILITY j ACTION ~~~JEPARTMENT 
: Rxed Assets 

PRT query to calculate the installation 
costs of gas meters and house 
regulators. Journalize the 
capitalization of these costs for CG&E, 
UI,kX&I' and LG. Enter informa lion 

the ix~stallation --- -""---"- - -- ---.,-.. ---- "- --"- -.--. ----- - - ----...- 

Originating Person 11. Review and correct source 
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Identify errors in prepared journal entries. (CoA.7a) 
""_I"^ _ " " " ^  " ^ _ _ X _ L " _ " _ " l " ~ _ ~ _ _ l _ ~ . _ _ ~ _  . . ." ." --  

'(DEPARTMENT RESPONSIBILITY ACTION 
1. Verdy a copy of the journal entry 
against the source document to 
ensure data entry accuracy. Note: this 
process should be contplete by Day 2, 

--*-.- 

-- --- -.. -- -c--- - - +-.--- -- 
costs of electric meters and line 
distribution transformers. Journalize 
the capifalization of &me costs for 
CG&E, ULH&P and EI. Enter 
information into the JE Tool. Note: this 
process S ~ Z O U ~ ~  be ~cmpf&.e by say 2, 
EOD. --- - 

Correct errors in prepared journal entries. (CoA.7b) 

-*-. ---- ^---_---._I - . " 

i 
1 
/ 

- - "  --- 
' 

- " ---.----* "..--l--llm*l.".-- 

Dave Scherrer shmtId be complete by 

---- --- -  " - -  - - 
"- 

! 
I 
1 

i 
1 
i 

Post journal entries to BIIMS 2.0. (CoA.8) 

r 
i - 

I 
I 
I 

t 
i 
: 

""-*- - " -  a- - . - - - "  . - - < -  *. - - -  

~DEPARTMENT ~RESPONSIBILITY [ACTION -1 
-- -- _-____.., 

Approve journal entries for posting. 
Dave Scherrer - ___l.l_-____ _..._l_".....__l--l_--- -- - 

Corporate Accounting r- / John 2. BDMS will post ail journal entries 
Linton approved for posting. Note: this 

I process shorrld be complete by Day 2, 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

--- -.----. -.--- - - - - - -  --- -" -. -" ---- - ---- - ..-- 
DEPARTMENT - @SPONSIBILITY- - -  /ACTION ---- ------ 
N/A /N/ A b11 accruals and reserves are included 

I ]in the above processes. 
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Training; 

Additional Documents: 

Controller 
Assistant Controllers 
Corporate Accounting 

e RBU Capital Projects 
Fixed Asset Accounting 

I Peggy Laub - * 1 Manager 1 I Fixed Asset Accounting - ------ 
Dave Scherrer 1 1 Asst. _ _ * .  Accountant - [ Fixed Asset Accounting 

- ""-3 -- 
Joe Roetting Sr. Acctg. Clerk j [ Fixed Asset Accounting .----- .- --- ------- -- - ---*- ".. 
Erica Glenn r7- ----~'GGEG&s~ ------ r ~ ~ ~ ~ u n t i n ~  Research ----- 
Amy Sheppard I Manager 1 Accounting Research -- --"---"-- I 

EOD - End of Day 

MOD - Middle of Day 

The followiizg revisions are effectivu 02/01/02: 



Meter & Transformer Installation Costs 

Update procedure to remove references to SF&H which are now 
systemically handled 
Update procedure for change in responsible department and personnel 

The following revisions are effective 11/01/02: 

Update procedure for personnel changes 
Update procedure for timing changes 

The following revisions are effective 01 /01/ 04: 

Update procedure to reflect accelerated closing schedule 
e Update procedure for personnel changes 

The following revisions are effective 01/ 01/ 05: 
* Update policy for new manual ownership 

Update policy to reflect reorganization of manual 

Case No. 2(N)b-OV17'~ 
KyPSC-DR-01-004 
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CD/CCD Capital Billing 
Functional Area: Fixed Asset Accounting 

Sarbanes-Oxley Category: Jointly Owned Plants 
Process Owner: Peggy h u b  
Effective Date: 07/01/04 
Revised Date: 01 / 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch iPower . Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Monthly bills shall be sent to Columbus Southern Power Company and Dayton 
Power & Light Company for their share of capital expe~~ditures incurred by 
CG&E for work done on jointly owned properties. 

To ensure that CG&E is properly reimbursed for costs incurred for capital 
improvements on jointly owned facilities 

I - Process ,Flows 

Process, Description/Narrative 

I 

Frequently Asked Questions 
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Q1. What is a ioinltv owned facility? 

A. .It is one or more units of an electric generating station owned jointly by two 
or more companies. According to an agreement between the companies, each 
company owns a certain percentage of the facility, and the corresponding 
percentage of expenses is paid by each joint owner. 

Q2. What CG&E facilities are iointly owned? 

A. The CG&E jointly owned production facilities are: Beckjord Unit 6, East Bend 
Station, Miami Fort Units 7 & 8, and Zimmer Station. 

The Transmission facilities are: Bulk 345kv Transmission, Miami Fort Substation, 
Tadhunter Substation, and Zimmer Substation. 

Q3. Wliat are the respective - ownership percentages for each iointlv owned 
facility? 

A. The ownership percentages are as follows: 

/ Facility ( CG&E 1 - CSP 1 DP&L 
r r- 7 -  f---'--" 

I Beckjord Unit 6 / 37.5 % 12.5% 50.0% I - . ------ - "- --. - -- 'C - "  .- " - "  j O,o% 31.0% 

--. -- 

_ . _ _ _ l _ l "  _ " _  _ _____..___-__"__ _"___ I _ _ _ I _ _ ~ _ .  -_ - .- - - _ _- *-1-- - -- ..-1---. - - "  

r ~ i a m i  Fort Sub r 50.0% r 0.0% [ 50.0% 
- -_-  ^ _ * _  "I_"__ ___--_.. _____---- ---*..---- ...-II-- - - - . - - -  -- 1 Tadhunter Sub [ 55.0% I 0.0% 45.0% _ _  _- 
j & e r  sub ----[--i3 33 % 

' - -  --r.".---' - - 
-- - r- -- 

Frnrner Sub (old) 1 28.0% I 36.0% 1 36.0% 
- _ _ "  __I_____-_II__I____-II"Î -_- - __---... " - -  - 

Q4. Whv is CG&E responsible for the billingrelated to these iointlv owned 
facilities? 



C:ase No. 2006-0017'2. 
KvPSC-DR-0 1-004 

(33 / CCD Capital Billing 

A. Our company built and maintains these facilities; therefore we bill the 
partners for their shae of the costs. 

Q5. What Wves of costs are billed to the ioint owners? Who determines what 
amounts will be billed and what amounts will be vaid 100% b&G&E? 

A. All labor, materials, and associated overhead charges pertaining to the 
building of or replacing equipment are billed, except AFUDC and Post- 
Retirement Benefits. 

Whether the partners will be billed is determined by the business unit setting up 
the work order for the project. 

Q6, If/when the ownership percentages of a particular - facilitv change, how are 
these communicated to Fixed Asset Accounting? - 

A. A change in the ownership percentages has not happened for several years, 
but if such a change were to occur the Manager - Fixed Asset Accounting, would 
be one of the first individuals to know, 

Capture information on business transactictns (CoA.1) 
Classify transactions (CoA.2) 
Identify error(s) and pushback for correction (CoA.3) 
Correct enor(s) (CaA.4) 

a Project 5001 (Additions) 
e Project 5002 (Retirements) 

The reports detail work orders by 
Work Order 'Type with separate 
reports run for each type. Information 
presented for each work order 
includes: 

! e Description 

i i / Utility account that - 
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- - " -  - - 
are ta be closed to when the 

\ work order is unitized (i.e., 
i 

j completed) 
Estimated totd cost of project 

I 

Status of work order (open, 
i in-mice, completed) 

In-service date, if applicable 
* Expenditures for current 

month, year to date, and since 
inception 
Non-billable ("Non Cash") 
portion of current month 
expenditures 

0 Joint owners' portions of 
current month expenditures 

I 

reports to joint owners and forward 
amounts to be billed to Fuel and Joint 
Owner Accounting. 

Accounting 

Payment (if netting resulks in net 
payable balance) and forward to A/R 
or A/P as appropriate. ----- ------- ----.-- --, - - - - .--.. . 

Accounts Receivable r 8a. Prepare invoices and route back to I Fuel and Joint Owx~er Accounting, 
typically within one to two days of 1 
receiving Prep Forms. 

Payable ----" * --..--- " -- --.....-- 
Fuel and Joint Owner 9. Mail invoices to joint owners. 
,Accounting Ti . ....- " _ " _  . _ _ _  _. ---_ ^ -"- -- -"- --^ ---I" - X . .-^"a I-- - --.-- .-I - - "  - - -- X" - ." -- -.- - 4  
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Training: 

Documents: 

Controller 
Assistant Controllers 
Corporate Accounting . Fixed Asset Accounting 
Bulk Transmission Planning 
Zimmer Support . Accounts Receivable 

Related Informaiigii ' -. .. I . 
r' a .  

Property, Plant & Equipment Policy 

. . _  Contacts ' , 

-"- --- __I_"___~-" -  

Fi33e > -- ---I---- -..- - 
ave Scherrer ---.... - ' -Counting 

____-lw -- - - - 
p ied Asset Accounting 

rlI ---.- -- - -- -- - - - - 
.-&+"" * -r-- . 

- - -- - --- - - - -̂ _ _ -. _ -- - - ?^_- - - I 
(Mitch Martin l ~ i ~ e l l a n e o u s  Accounts Receivable 

Y-r l_______ _-__ _ * ____-_-__________ _ - - -  ----"--*--------"--------  ---- -- 
I&ica ~ l e n n  Piior Analyst bcounting Research r---- ---- - ------------------ ---- -- --- 
~Amy Sheppard ih~lanagtr -- ---- 2 _ - -  - -- /AccounhG llcsearch 

Definitions 
i 

CSP - Columbus Southern Power 

DP&L - Dayton Power and Light 

CG&E - Cincinnati Gas & Electric 
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CCD Operating Capital 
Reconciliation & Analysis 

Functional Area: Fixed Asset Accounting 
Sarbanes-Oxley Categary: Jointly Owned Plants 

Process Owner: Peggy Laub 
Effective Date: 09/01/98 
Revised Date: 01/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launclz iPower 
Select "Accounting Policies and ProceduresJs under the "Communities" 
heading at the top of the page 

r 
I ,  + . 

Policy statement 
6 

All Balance Sheet accounts for all corporations shall be reconciled using 
Reconciliation and Analysis Standards as outlined in the Reconciliation & 
Analysis of Accounts Policy. The reconciliation shall be done on a timely basis, 
which is determined according to the account standards defined in the New 
Account Set-up & Definition (Account Standards) Policy. 

To ensure that responsibility for accuracy of data within an account is held 
by those closest to the transaction 
To increase control of accounts 
To clearly define ownership of accounts providing a single source for 
information regarding the accounts 



CCD Operating Capital - Reconciliation L Analysis 

Reconcile Accounts (CoA.9) 
" -  - --- ------- "-. - 

[DEPARTMENT - - -  . - - v - " - . , "  . - *- 

Fixed Asset Accounting 

Fli'I' for above accounts 143650 and 
143660. Review current month 
activity. Investigate any 
abnormalities. 

4. Review the Account Balance 
ReconciIiation Report and assign staff 
to perform detailed investigations to 
explain differences as necessary. 

"-.. --- r---- .---- 

i 1 verified/reconciled. ------- - - ---- --.."...--- .-----.. --- ----- --- - - -- 

Perform analysis of transactions (CoA.12) 

----- - ---- -" 
I. Perform a reasonableness test on 
the Account Balance Reconciliation 

I I !lieport- fo identify trends or rnatrrjal 1 
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Perform analysis of financial statements: business unit review (CoA.13a) 

Training: 

Additional Documents: 

Controller 
e Assistant Controllers 

Corporate Accounting 
Fixed Asset Accounting 
JO-CCD 
External Reporting 

New Account Set-up & Definition (Account Standards) Policy 

Reconciliation & Analysis of Accounts Policy 

CCD Operating Capital Actual Expenditures Policy 

CCD Non-Operating Capital Facility Transactions PoIicy 
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The following revisions are effective 06/01/99: 

- _ _ ~ _ _ _ l " . . _ _ , X _ - _ "  --," --,-. ... ,--I. ^-^ _ __---..--..-- .. *- ....... -,...-- "" . .-....".-.--..--- - 1--1 ..,. ........ --..-_ ' nave ..-.-.--. ~cherrer -" - -. .-l i'lixed Asset Accounting i Fked Asset Accounting 
Y.--."-...l_l^---_^...-I ""I-_ -" .i -.--.- ----... -.- ......--...... . I .............. .. . .............. . ..... . . . . . . .  1 peg, Laub - /Manager Fixed Asset Accounting 1 

....................... 1 ...... ....................... ...---.,.-.--.. - . .  -.-------~..-.--.... i 

Change department name to Fixed Asset Accounting 
Update "Responsibility" column for personnel changes 

* Update list of accounts reconciled monthly 

1 Sharon Hall 
i: 
i Jim Dean I .L 1 

The following revision is effective 09/01/99: 

e Update process for Account Reconciliation Database in FUR 

Fixed Asset Accounting 1 _--._ ^l.-___._,__-___--" 1 

i Coordinator ..-.#-,-,-*-__-.---.,. ........... 

The following revision is effective 11/01/00: 

Fixed Asset Accounting ! 
! -.-"" ' --,.-*-. *-- -...--.... -.-..- I------- .".*' 

Fixed Asset Accounting --" ?..-+-.-.-.XI<-----.--v. .... . . . . . .  I"; 
Erica .... Glenn .." ;L i Setiior Analyst . . . . . . . . . . . . . . . . . . . .  .- - : : . .  ... 

i Amy Sheppard ikager ................ i -,,,- ""we' .. '*.̂ -,...~.~-.?., ..,,.........-..*.."....... --*.-.-. "",_,. ... 

Update procedure for personnel changes 

Accounkhg Research - i -....................... .. .......... 

.... Accounting Research .-.-...-..---...*.-4- ~-"-"" -.--.* J 

The following revisions are effective 11/01 /01: 

Update procedure for personnel changes 
0 Renumbered policy from 7.3.1.3 to 7.3.1.2 

The following revisions are effective 11/01 /02: 

e Update procedure for personnel changes 
* Update procedure for account information 

The following revisions are effective 01/01/04: 

Update pracedure for personnel changes 
Update procedure to reflect only the CCD accounts 

-4- 



CCD Operating Capital - Recordation Q Analysis 

The fallowing revisions are effective 01/ 01/ 05: 
- 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

Case No. 2006-OU 1 72 
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Property, Plant & Equipment 
Functional Area: Fixed Asset Accounting 

SarbanesOxley Category: Capital Expenditures and Fixed 
Assets 

Process Owner: Peggy Laub 
Effective .Date: 091 01 / 98 
Revised Date: 01/01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

The Cinergy Fixed Asset Accounting Department will record all transactions 
relating to Property, Plant & Equipment including retirements, additions, 
transfers, depreciation expense and reserve for Cinergy's regulated utility 
companies (e.g., CG&E, PSI, ULH&P) and for some non-regulated companies 
(e.g., Brownsville, Caledonia Cinergy Services). 

To record Fixed Asset Accounting activity in the Company financial statements 
in adherence to G A AP and Regulatory Requirements 

Process Flows 
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Capture information on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 
Cutoff transactions (CoA.5) 

___l_------..-- ---- 
1, Receive notice from John Linton 

. that file from BDMS to Power Plant is 
available. Note: This process shozdd be 
complefed befwe noon, Day 3. 

---- -.--- ---- --.-....".- -. *- "- -"----- - ---- ---..-.. --- . 
I~ixed Asset Accounting [~im ~ e a n  ,2. Execute upload of RIIMS File in 

i ' / ~ i m  Adsnls [power Plant. - 

Kim Adams 

5, Execute Power Plant Closing 
Process which includes: 

1 I 
t 

4 Calculation of Depreciation I 
Calculation of 
AFUDC/ In teres t Capitalized 

e Calculation of Overheads 
e Calculations of Joint 

Ownership Billings 
Process Unitization and 
Retirement 

0 Process 107 to 106 Work 
Orders 
Closing of Month 
Closing of CPR / Preparation of Journal Entries -- i -- -- -- --- - --"..--- -- " "-- A 



Chse No. 2006-00174 

Property, Rant & Equipment 

Identify error(s) in source documents and push back for correction (CoA.3) 
Correct error($) in source documents (CoA.4) 

. - .  

Prepare journal entries (CoA.6) 

*--- *---- --......--"- -- -.---.-- 
Prepamtionof BU File 
Preparation of 
Am3MZ/Interesf Capitalized , 
and Overhead fiie 
Set up new month 

I 

I 

I 
I 
I 

! 

i 

.- - " - " - -  

[DEPARTMENT /RESPONSIBILITY 
" ____ " _ _ _ _ _ .  .__ 

F A -  FA 
I 

---..- 

ACTION - - -  -- -_ 
1. Error identification and corrections 
are included in tile above procedures. 

T----..--*----.-.------ ""-- 

Nofe: This p c e s s  should be comp1ef~i.i 

noon, Day 4. 
I__---l--- ".-" _ - _ .- " -- " ---- ---- "- * " l_-l"..-l-- ..".- - - " " - - . I - - ~ - - -  - -- 

__- "- __ ___l_______l"__ I_--- -I..pc." ----- ---L--- "-- -- -- ---I----- -- - 

--"-" " --""-" -*-------------w -- 
t I 

i 

' 

Fixed Asset Accounting Jim Dean 10. Run report to identify work codes 
Kim Adans that need to be established in BDMS 

to accept system generated entries j 
Note: 1-hzs proem sl~utrld br co~~~pleteri  

noon, Day 4. --- -- 
11. Set up required work codes in 
BDMS. Note: 7%is process should be 
complefed by noaa, Day 4. 

-- ? -." 
12. Redo steps 10 and 11 until all 

Dave Scherrer work codes are established and 
verified. Nofe: This process sllould be 
completed by ?toon, Day 4, 

- 



Property, Plant & Equipment 

Identify errors in prepared journal entries. (CoA.7a) 
) _ -  .I-̂  .I-_^-- X ^-"--. ---^I_I ^"- --.--".-.. ""..^^*"" I- -- -"^ -- - " - " - -  " 
DEPARTMENT RESPONSIBILITY 

' 
ACTION 
I. Verify Journal Entries. Note: this 
process should be complete by d m ~  
required by closing schedule. 

Correct errors in prepared journal entries (CoA.7b) 
---- 

J~EPARTMENT ~ ~ ~ ~ J I B ~  O N  1 
Fixed Asset Accounting ; Jim Dean I 1. Correct errors and reprocess 

Journal Entries. Nofe: this process 
sltotrid be contplete by drip reqirirc(1 by  
clositlg schedule. 

Post journal entries to BDMS 2.0. (GoA.8) 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

\DEPARTMENT 
--.........--.----- --- /RESPONSIBILIW-/~ACTION---- - . -  _ 

1 included in the above procedures. -J 

Training: 
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Controller 
Assistant Controllers 
Corporate Accounting 
Fixed Asset Accounting 

Construction Overhead Transfers Policy 

Fixed Asset Accounting - Reconciliation & Analysis Policy 

"" "" " "  - 

I NAME 
- -.- - - I ROLE IFDEPARTMENT ----- "--I -------- -- -"- - I Peggy Laub I Fixed Asset Accounting I Fixed Asset Accounting ------- - " - " "  

I ---- -I----- - ...----.----- I 
[ Asst. Accou~~tant ave Scherrer i Fixed Assct Accounting ! 

-- --" *.-- - ..- - - -- --..--.----- -. ". ." -- .- - *--- +" - - -- - ?" 

Kim Adams .I-~ixed Asset Accounting - /&ed Asset Accounring 
- -..-. --" ---- 

( Jim Dean 1 Fixed Asset Accounting I Fixed Asset Accounting 
-----...--.-. - - -"-. - -".< r .  ,-- --- - -%Mu-  

t[%ca GI- / r~enior - - Analyst Accounbng Research 
I Accounting Research I ___  Amy .-I_ Sheppard 1 Manager I -,.-Î X --- I.,--_---~~... -. ----- -.---- --- 

Power Mant - PC based system used to maintain Cinergy's Utility Fixod Assets, 
including Book Original Cost, Book Depreciation Expense, and the Book Reserve 
for Depreciation. 

EOD - End of Day 

GAAP - Generally Accepted Accounting Principles 

Revisions . .  ' > - .* . . 



Property, Plant br Equipment 
8 ,  

The following revisions are effective 06/01/99: 
- 

Change department name to Fixed Asset Accounting 
Update "Responsibility" column for personnel changes 

The following revisions are effective 12/01/00: 

Update procedure for process changes due to consolidation of Plant 
systems 
Update procedure for personnel changes 

The fol~owing revision is effective 11/01/01: 

Update procedure for personnel changes 

The following revisions are effective 11/01 / 02: 

Update procedure for personnel changes 
Update Policy Statement to include non-regulated companies 

The following revision is effective 01/01/04: 

Update procedure to reflect accelerated closing schedule 

Case No. 2006-001 74 
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The following revisions are effective 01/01/05: 
Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Construction Overhead Transfers 
Functional Area: Fixed Asset Accounting 

Sarbanes-Oxley Category: Capital Expenditures and Fixed 
Process Owner: l%$$f$ ~ a u b  
Effective Date: 09/01/98 
Revised Date: 01 / 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

The Cinergy Fixed Asset Accounting Department (FAA) will record all 
transactions relating to residual construction overhead transfers. 

To record Fixed Asset Accounting activity in the Company financial statements 
in adherence to GAAP and Regulatory Requirements 

. *  . . . Process Flows .. . .  
I 

Process,Description/Namative ' .. : . , ,, 

L 

Frequently Asked Questions 
f 
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Capture information on business transactions. (CoA.1) 
Classify transactions for journalizing. (CoA.2) 
Cutoff transactions (CoA.5) 

-_--"I__.__,- _..%" .,-."--- ".*." ----..-.----..".-.---..-* *" --Ll-l"-ll-o._-̂ ---------.---.*-.*..~"-- .".." . . .- -1. -... . 

.-.....-- 

construction overhead data and 

Identify error($) in source documents and push back for correction (CoA.3) 
Correct error(s) in source documents (CoA.4) 
Prepare jour~~al entries. (CoA.6) 

I -" " -  " --- - . -  

- " .-. 
RESPONSIBILITY 

."_- - _ _ -  -_ ---.----- ""- --- - -p.".,--"-----I-------- -- -.--- -- 

Identify errors in prepared journal entries. (CoA.7a) 

- - . >. 

- 
FPARTMENT   RESPONSIBILITY - ~ C T I O N  

-r---- -- - -" " 
- rG-Gynolds 1. Ver* a copy of the journal entry 

against the source document to I 

AFUDC/ Interest Capitalized. 
Transfer AFUDC/Interest Capitalized 
in Power Plant. Transfer construction 
overheads through JE Tool. Noh: this 
process sholtld be complete by Drty 2, 
MOD. - " -- - "  -. - - - -  -- i 

I 1 (ensure data entry accuracy. Nofe: fhis I 
process should bc iomPlete by Dm1 2, 
/EoD. 

--"- - - - -- . -. J 
Correct errors in prepared journal entries, (CoA.7b) 
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Post journal entries to BDMS 2.0. (CoA.8) 

Create and post accruals (CoA.10) 
Create and post reserves (CoA,11) 

- - - 

Training: 

Additional Documents: 

Controller 
c Assistant Controllers 

Corporate Accounting 
Fixed Asset Accounting 

~ESPONSIBILITY $EKE- 
_ll-"l-L__̂  - ^_" -  -̂l̂ ll_. "̂l"..l"" ." -..---"-_- -^" .--------." .---" ----- -.." % 

Jaime Reynolds 11. Approve journal entries for posting. -- - - ---. 

-- 
, .--_ DEPARTMENT __lllp _1 -l-.-l-. .- 
Fixed Asset Accounting 
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Property, Plant, & Equipment Policy 

Fixed Asset Accounting - Reconciliation & Analysis Policy 

GAAP - Generally Accepted Accounting Principles 

i 

e 

Power Plant - PC based system used to maintain Cihergy's Utility Fixed Assets, 
including Book Original Cost, Book Depreciation Expense, and the Book Reserve 
for Depreciation. 

EOD - End of Day 

[ "*I Amy - I.CX--- Shepyard - -.-." --- -- -.- -A I .---^___ Manager - ----- -- 8 1 ...- Accounting - ..-..- ~esearch - - J 

- - *  - -. --a" --- --------- - 
Name --- "- -...'..*-----, ---*" ---- -- I" - .--- ".- -* 

MOD - Middle of Day 

l " ~ r n L ~ ? b _ _ _ " ~  - .--- -. - 
Dave Scherrer - -  - - -  

The following revisions are effective 06/01/99: 

- - - .w-w-  Manager " - - -  .- Fixed Asset Accounting ---- 
Asst. Accountant I- Aciounting 

* Change department name to Fixed Asset Accounting 
Update "Responsibility" column for persal~nel changes 

------- -- 
Jaime Reynolds --- f 3 G i G ~ r n l ~ s t  - - [-~ccountin~ --- ---.--- 

Erica Glenn 
- "*  - " - *  [SeniorAnaly st , r ~ c c o u n t i n ~  Research - 

The following revisions are effective 12/01/00: 

* Update procedure tor personnel and department responsibility changes 
Update procedure for process changes due to implementation of 
Power131ant 

Tlze following revision is cffuctive 1 1/ 01 /01: 



Construction Overhead Transfers 

Update procedure for personnel and process changes 

The following revision is effective 11/ 01 / 02: 

Update procedure for personnel changes 

The following revision is effective 01/01/04: 

Update procedure to reflect accelerated closing schedule 

The following revisions are effective 01/01/05: 

Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 

Case No. 2006-00 1 7& 
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CCD Operating Capital - 
Actual Expenditures 

Functional Area: Fixed Asset Accounting 
Sarbanes-Oxley Category: Jointly Owned Plants 

Process Owner: Peggy Laub 
Effective Date: 09/01/98 
Revised Date: 01/01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch i130wer 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page . 

L 

~ o l i c ~  statement 
r 

The Commercial Business Unit will record all transactions relating to the current 
month actual expenditures for Operating Capital. 

To record operating capital activity in the Company financial statements in 
adherei~ce to GAAP and regulatory requirements 

k A 

Process Flows 
r 

krocess _i Description/Narrative . . 
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. . . . . . . . . .  

Capture information on business transactions (CoA.1) 
Classify transactions for journalizing (CoA.2) 
Cutoff transactions (CoA.5) 
-*-..".- -̂-- "w-"--".Î  --L .."C....--"l."lI- . -" - . - ....... ....._....... . 

.[DEPARTMENT t I ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~  I ACTION 
t Fuel & Joint Owner 
Accounting r 1 he coniplete by Dny 2, MOD. - -.- --.- -- --- --- _ _ . - I )  

Identify error($) in Source Documents and pushback for correction (CoA.3) 
Correct error(s) in Source Documents (CoA.4) 

r ..- -- - 
Originating Organization Originating Organization 1. Errors are found and corrected 

Accounting. 

- - I prior to dislribution to Fixed Asset 

*--- ---- -----..-------- "" ----- * .-.----- ----- 

Prepare journal entries. (CoA.6) 
(Prepare Construction Expenditure Reports for DP&L and CSP) 

Correct errors in prepared journal entries (CoA.7b) 
(Construction Expenditure Reports) 

.... 
- - .-,--."$"-.& sIsn ------p -- [EEPARTMENT 

-"-- .*-_-I-- -----I - - -  
1. Generate Actual Expe~~diCure 
Reports from Power Plant with 
breakdown by Station and 
construction/retirement. Note: this 
process i s  to be compiefe by 13ny 15, 

_- " _ _  ^ ^ ^ ^ _ _  - _ 
Fixcd Asset Accounting 

---I-- - 
have Scherrer 

t 
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CCD Operating Capital - Actual Expendihves - .. ... . .  - 

---- --- --.-,.... ---.--*-- 
[~&mi Aar) Arrounting Dave Sehener 1. Poxwarcl repa* tb DPL & f3F .  --" ----" --.-------- Sl -----....---."--- JI ----. -----"".-- . 

Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

"I"II_C*-.--X__"-_---̂ -I""-I - ---. -^-. L- --- - -"-I" " 

'~EPARTMENT l ~ESPONSIBIL~IY : (ACTION 
1 p " / ~ - - - -  p"'* r~s~~~ reserves are included ! 
! the above - - processes. -- A 
Training: 

Additional Documents: 

Controller 
Assistant Controllers . 

Corporate Accounting 
Fixed Asset Accounting 

CCD Operating Capital Reconciliation & Analysis Policy 

- "- " - "  " "-- * ?" - " - 
DEPARTMENT - 
Fixed Asset Accounting 

/NAME 

(DaveSEherrer 
I Peggy Laub , I ~ a n a ~ e r  ' [Asset<~T&~ "-- 
Erica Glenn "I=alYst ---- -"--- .------- /Accounting Research 

- r-: ---~---. .-" FGY Sheppard - -  - - -  - .  paanager - .  . Accountnng Research 

ROLE 
Fixed Asset Accounting 



CCD Operating Capital - Actual Expenditures 

' EOD - End of Day 

MOD - Middle of Day 

-- - - 

The following revisions are effective 06/02/99: 

* Update "Responsibility" column for personnel changes 
Change department name to Fixed Asset Accounting 

The following revision is effective 21 /02/00: 

Update procedure for personnel changes 

The following revisions are effective 11/01 /Ox: 

Update procedure for process changes 
0 Renumbered procedure from 7.3.1.2 to 7.3.1.1 

The following revisions are effective 11 / 01 / 02: 

Update procedure for process cl~anges 
Update procedure for personnel changes 

The following revisions are effective 01/ 01 / 04: 

Update procedure for process changes 
* Update procedure for personnel changes 

The following revisions are effective 01/01/05: 

Update policy for new mal~ual owncrsl~ip 
Update policy to reflect reorganization of manual 
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Fixed Asset Accounting 
Reconciliation & Analysis 

Functional Area: Fixed Asset Accounting 
Sarbanes-OxIey Category: Capital Expenditures and Fixed 

Process Owner: ~ a u b  
Effective Date: 09/01/98 
Revised Date: 01 / 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

A11 Balance Sheet accounts for all corporations shall be reconciled using 
Reconciliation and Analysis Standards as outlined in the Reconciliation & 
Analysis of Accounts Policy. The reconciliation shall be done on a timely basis, 
which is determined according to the account standards defined in the New 
Account Set-up & ~efiniiion (Account Standards) Policy. 

To shift responsibility for accuracy of data within an account to those 
closest to the transactions 
To increase control of accounts 
To clearly define ownership of accounts providing a single source for 
information regarding the accounts 
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Reconcile Accounts (GoA.9) 

-- - 
ACTION 
1. Fixed Asset Accounting is 
responsible for monthly 
reconciliation of the following 
accounts: 201,102,105,106,157,108, 
111,321,122,135320,135330,154410, 
18110(*), 182021 thm 182136(2), 
182210(1), 182670(1), 182680(1), 
182870(1), 182360(1), 186270, 232320, 
232330,242050,242060,242130, 
242140,242150,242550,242650, 
242720,242730,242740,242750. 

PSI only 
(2) CG&E only - 
2. Obtain w --- GL balances - .  . from . % - "  FRT. 

--- 
~DEPARTMENT 2 1 ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~  

;Jim Dean 

I 

- - 
3. Obtain plant balances from Power 
Plant (Accounts 101 - 122). 

into an Excel spreadsheet - 
Summary of Account Balance 
Reconciliation by company. This 
spreadsheet calculates a11 balance 

Iieview current month activity. 
Investigate any abnormalities, ---.....--...---.- -. 

Reconciliation Report and assign staff 

I --- -- - - ------- -- -- ---- i t ~  perform rictailed investigations - -  to - -1 

~ i n e d  Asset Accounting F?-I.lean 

I 
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Perform analysis of transactions (CoA.12) 

Perform analysis of financial statements: business unit review (CoA.13a) 
- - - -  - * - " - - -" - -- -..- 
~DEPARTMENT 
-----"."" ---- [RESPONSIBILITY /ACTION ----- " - -- - -- ---- --.--.-..- -- " " -- - - 

Fixed Asset Accounting " - L i a u t  11 Uushress Unit specific Financial 
I I ]statement analysis is at the discretion 
1 I lof the ~usiness  unit with the 

exception of minimum analysis 
required to support. Legal Entity 
analysis, The extent of Legal Entity 

1- . -" /by csse basis, as required. .-- I__-- P - 

Perform analysis of financial statements: legal review of regulatory entity 
(CoA.13b) 

Training: 

--* " - 

[DEPARTMENT ~RESPONSIBILI~ 
--- --- - -- --* --.-- --- - -- " 

Asset Accounting /peggy Laub 

...- 
ACTION 
. -- -.------- --- . -- --- - - ". " - 
1. Review the financial statement on a 
monthly basis for the following items: 
I)  Utility Plant in Service, 2) Reserve 
for Depreciation and 3) Depreciation 
Expense. - ----".-- - -----..- -. -- - ---------- 

Accounting 2. Provide explanations for items as 
necessary for the quarterly 10-Q to 
External Reporting. - - - I ------- -- r ---- --.- -- 



Fixed Asset Accounting Recondliation (Ir Analysis 

Additi~nal Documents: 

Case No. 2006-001 7' 
KyPSC-DR-01-00c 

Page 768 of 102t 

e Controller 
Assistant Controllers 
Corporate Accounting 
Fixed Asset Accounting 
External Reporting 

Property, Plant & Equipment Policy 

Construction Overhead Transfers Policy 

New Account Set-up & Definition (Account Standards) Policy 

Reconciliation & Analysis of Accounts Policy 

. . 
contacts 

------- ----. ..---......- - ----" 
ROLE DEPARTMENT 1 ~ N A !  - - r .  - - - - - - -  - - -A__---_----- -. 

1 Jaime R p o l d s  .- ... I - Fixed Asset I Fixed - - Asset -- Accounting ---- 

- - ? - - -. - ,".-."."*--- - --  --- --..-------.-"....- --.-- - - I Amy Sheppard MGager - [ Accounting Research - -- -----" --.------ -1 .-.-- 

I Peggy Laub I Manager I Fixed Asset Accounting -----"" -- - ---- -- 
/ Mark Knue ' ~ i d  Asset Asset Accounting 

Definitions -, . - - ! . ; .-. . . + .. I .  +4 , - a  . . a ,,- 

L. 

~evisiong I .  .. . 
j 

- -- ". -- .-w----- / Sharon Hall EFixedAsseT 
--- --- 

- - - -" 
Fixed Asset Accounting ---.--- 

( Jim Dean rsupervisor -. - - - Fixed Asset Accounting - ..---- - -- 
I Erica GIenn Senior Analyst r ~ c c o u n t i t ~ ~  Research 



Fixed Asset Accounting R e c e t i o n  & Analysis 
L 

The following revisions are effective 06/01/99: 

0 Change department name to Fixed Asset Accounting 
Update "Responsibility" column for personnel changes 
Updatelist of accounts reconciled monhIy 

The fallowing revision is effective 09/01/99: 

Update process for Account Reconciliation Database in PBR 

The following revision is effective 11/01 /00: 

Update procedure for personnel changes 

The following revision is effective 11/01/01: 

Update procedure for personnel and process changes 

The following revisions are effective 11 /01/02: 

Update procedure for personnel changes 
Update procedure for account changes 

The following revision is effective 01 /01/04: 

Update procedure for personnel changes 

The following revisions are effective 01 / 01/ 05: 

Case NO. 2UU6-UU 172 
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Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 
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Capital vs. Expense Accounting 

Functional Area: Fixed Asset Accounting 
Sarbanes-Oxley Category: Capital Expenditures & Fixed Assets 

Process Owner: Peggy Laub 
Effective Date: 09/01/98 
Revised Date: 01 /01/ 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower. 
Select "Accounting Policies and I'rocedurcs" under the "Communities" 
heading at the top of the page. 

Policy statement . . . . 

Cinergy will consistently account for costs associated with its Fixed Asset 
properties. 

To ensure that the corporation is in compliance with applicable GAAP and 
Regulatory Requirements 

I 

Process Flows' 

Process Description/Narrative 
A 
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Q1. What are Retirement Units and Minor Items of - property? - 

A. All property is considered as consisting of Retirement Units and Minor I tem 
of property. Retirement Units are as defined in Cinergy Plant Account Manuals 
(also referred to as Property Unit Catalogs). Minor Items of property are 
components of Retirement Units. A group of Minor items, when assembled 
together, make a Retirement Unit 

Q2. What is the proper accounting - for Additions, Retirements and 
Replacements of Retirement Units? 

A. The proper accounting is as follows: 

1. For an addition (new or replacement) of any Retirement Unit, the cost 
must be capitalized (charged to a Work Order). 

2. For a retirement of any Retirement Unit on a regulated company's books, 
the Original Cost on Fixed Asset Accounting's books plus any associated 
Cost of Removal and/ or Salvage must be charged to a work Order. For 
non-regulated companies, the cost of removal should be expensed. 

Q3. What is the proper accounting for Additions, Retirements and 
Replacements of Minor Items of propertv? 

A. The proper accounting is as follows: 

1. For an addition of a Minor Item of property which did not previously 
exist: 

a. If the cost is of substantial value, the cost should be capitalized 
(charged to a Work Order) 

b. If the cost is not of substantial value, the cost should be charged to the 
appropriate maintenance expense account. 

2. For a retirement of a Minor Item of property which is not replaced: 

a. If the item is of substantial value, the Original Cast should be retired, 
plus associated Cost of Removal and/or Salvage should be charged 
and/ or credited to a Retirement Work Order. 

b. If the item is pot of substantial value, the item would be included with 
the retirement of the Retirement Unit when it is retired. Cost of 
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removal of these types of items should be expensed, if they are 
removed before the Retirement Unit is removed. 

3. For a Minor Item of property replaced independently af the Retirement 
Unit of which it is a part, the cost of replacement shall be charged to the 
appropriate maintenance expense account except for the following 
exception: 

a. If the replacement effects a substantial betterment (the primary aim of 
which is to make the property affected more useful, more efficient, of 
greater durability or of greater capacity), the excess cost of the 
replacement over the estimated cost at current prices of replacing 
without betterment shall be capitalized (charged to a Work Order). 

Q4. When is a cost of propertv of substantial value? 

A. There is not a specific dollar limit for property to be expensed or capitalized. 
However, $1,000 is typically used as the amount. When in doubt if the property 
is of substantial value, contact the Supervisor of Unitization in Fixed Asset 
Accounting (Jim Dean, 287- 2332). 

---- - ---" 
ACTION 

---- ----- 

I I I '____ 

-" - -  - - - 
3. 'l'l~e cost&) of adding, retiring or 
replacing an item of property should be 
capitatized (charged to a work order), if the 
property is: 

-- , -+ ........... ...._._I.._. . I . . . . . . _  
Various locations and All employees responsible 

a. A Retirement Unit. 
b. A New Minor Item af substantial value 

which provides a substantial betterment 
and which did not previously exist. 

c. A Minor Item of substantial value 
retired and not replaced. 

d.A Minor Iten1 of substantial value, --- 

functional areas. for creating purchase order 
requisitions and 
prigination of work orders. 
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, Only the excess cost of replacement 
over the estimated cost at current prices j 

j of replacing without betterment should 
I be capitalized. 

j functional areas. for creating purchase order 
requisitions and 
origination of work orders. 

I 

I 
i ! 

I I 

substantial value. 

l 
^ C---w^r -.--- +*""" ..."-."* 

cost of a subsfanlial befterment 
should be capitalized {see 3 . 4 .  77te remaining 
cosf (Total less Excess) should be expensed, ---- --  -".--*",. - -  - -- 

Training: 

Documents (Copies can be found in Fixed Asset Accounting Department): 

Controller 
Assistant Controllers 

s Fixed Asset Accaunting 
All Departments 

Work Order Accounting Policy 

Computer Software Developed or Obtained for Internal Use I-'oIicy 

Contacts 
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Capital vs. Expense Accounting 

CAAP: Generally Accepted Accou~ting Principles 

r-".#-"""-"I" "-'."--~-----.- -*--- -..--..-* <T"- - --...--- - --. - .--. 

The following revision is effective 12/ 01 / 00: 

Update procedure for department name change 

; 

The foIlowing revisian is effective 11 / 01 / 01 : 

Update procedure for responsibility changes 

The following revision is effective 11/01/02: 

* Update procedure for personnel changes 

NAME 1 

The following revision is effective 01 / 01 / 04: 

' Leggy Laub i . - - . - A  

Jim Dean 
*---- - - - " -  --- 

I ,  Erica Glenn - - -  - -  " I 

i L&mxsh_e& ---___- _ j 

* Update the Question/ Answer section and Related Information 

ROLE --.-',..----.-- / 
1 

The fallowing revisions are effective 01/ 01 / 05: 

? 

---*- ---"-- , , 
DEPARMENT 
Fixed Asset Accounting- Manager --...-...- -" --.-... J 

Coordinator 1 
- -- 

Senipr Analyst I 

* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

I 

--. -- - -- - . - - - - --.. -- 
Fixed Asset Accounting 

" - - 
Accounting Resg~ch 

; Accounting Research - _ ~ ~ a g e r  - -- . - -% - 1 - -.._ . - - .- --- - - - "  - . 



Audit of Capital Work Orders 

Audit of Capital Work Orders 
Functional Area: Fixed Asset Accounting 

Sarbanes-Oxley Category: Capital Expenditures and Fixed 
Assets 

Process Owner: Peggy ~ a u b  
Effective Date: 07/ 01/ 04 
Revised Date: 01/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch iPower. 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page, 

. . Policy ~tat&ent. . ' 

Each quarter, Fixed Asset Accounting shall analyze the work orders in account 
106 and 107 in order to provide the business units with information regarding 
open work orders and to follow up on getting the necessary completion reports 
to close out the work orders. 

~ k a s o i  for Policy I 

To ensure that completion reports for work orders arc being sent back to Pixcd 
Asset Accounting and that in-service dates are being entered in a timely manner 
for those work orders 

Process Flows 
I 

-d 
Process Description/Narrative 

d 1 
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Q1. What is a completion report? What information is included in a 
completion report? 

A. A completion report is a copy of the work order. The completion report 
denotes when a work order has been completed and the costs incurred in getting 
the job completed. The completion report serves as Fixed Asset Accounting's 
record that the work has been completed as well as the field's approval of the 
final cost and distribution of the work order. 

Q2. How are in-service dates entered? 

A. The in-service date should be entered into BDMS under work code setup. 

(23. Who has the authorization to enter in-senrjce dates into the system? 

A. Authorization for BDMS is given by each Business Unit's Financial Operations 
department, Each department designates to the BDMS access personnel (John 
Linton and Ron Cooley) who should have authorization. Any individual who 
has been dcsignated by his/her department and aut11orizcd by John or Ron has 
the ability to enter in-service dates into the system for work orders created by 
their business unit Authorization is not controlled by Fixed Assets, 

Q4. What is the Fixed Asset account in^ - department's policy re~ardinn the 
retention of work order and related paperwork? 

A. Fixed Assets permanently keeps in their records the copy of the completion 
report sent in by the field. 

Q5. Who has the authority to create a work order? How are work orders 
created? 

A. This function is also c.ontrolled by each Operating Department. Fixed Assets 
does not create any work orders, work orders are created by designated persons 
in each Operating Department and then entered into BDMS by the authorized 
individual. 

Q6. How long do work orders typically stay open? How does Fixed Asset 
Accounting identify work orders that have inappropriately remained open? - 
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Audit of Capitdl Work Orders 

A The time a w ~ x k  order can stay open can vary depending on the size and type of job. 
Fixed Assets monitors work orders with no activity to see if they have inappropriately 
remained open. 

Capture information on business transactions (CoA.1) 
Classify transactions (CoA.2) 
Identify error(s) and pushback for correction (CoA.3) 
Correct emor(s> (CoA.4) 

DEPARTMENT ----. -. . . -. .---- - - . . -  
Fixed Asset Accounting 

I 

I " 

[ ---- --- 
Fixed Asset Accounting 

" . - --"  -- - 
CBU - Project Controls 

review the status. Breaks lists out by 
locations and send the work orders to 
the appropriate Business Investment 
Specialist, as the Bzisiness Investment 
Specialists are resyonsibIe for 
coordinating administration and close 
out of open work orders. 

" - ---------- - ------- 
RESPONSIBILITY *---------  -.""-*." $~CTION ---- - - 

If necessary, the Business investment 

Sharon Hall i 

! Specialists contact the appropriate 

I i I~ngincer in charge of a specific work J --- ---- --- .-I -I--- -- --.".- - ----.---- ----- 

1. On a quarterly basis, generate two 
reports out of Project Management in 
khe Powerplant system, using the 
criteria of "Open, with no D h t  
Charges'' or "In-Service, but not 
completed". The first report details 
work orders still in CWIP that have 
received no direct charges in three 
months. The second report details 
work orders that have been placed in- 
service, but for which completion 
reports have not been prepared or 
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I 
! involved with the 

- - - - --- - - - 
~RBU - Capital Projects Dave Schafer 

.- --- 
'RBU - Capital Projects 

the work orders previously 
ntificd a written explanation will 

I to be provided to RBU capital ' 

projects and Fixed Asset Accounting. ----- I 

i 
--..-- 

Various Departments &ious Personnel 6. After reviewing the reports, 
communicate any revisions or 
updates regarding the status of 
specific work orders to CBU - Project 
Controls or RBU - Capital Projects so 
that the reports can be corrected. 

- ---- --- - ----------.--.---- : - "  -.."-" -.---.--- - "-" " - a 
Training: 

Documents: 

L 

Who' Should Know 

* Controller 
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Assistant Controllers 
Corporate Accounting 
Fixed Asset Accounting 
Project Controls 
Capital Projects 

Work Order Accounting Policy 

I k haron -_-. Hall ~-~,~-. . .  . .:I@ i ..... alyst ....... .. . . . .  . . r .!!... ixed Asset Accounting -",. -~ - ."... . . . . 

1 ixed Asset Accoun~,g,. , . , , 
I , k e _ g & y - ~ ~ b  - . . @ana,ge~.-- - - . - . . . . - .. . . . . , - . . P . ..... ......... . ... . .. - -, , 
IDave Schafcr pupervisor /Capital Budgets - -- ----...--- * *  P---..--.---.- -.-.---- P I 
Ieff McNeely panager /Project Controls --- - - - -.- --"--- 
(Ericaxnn 5 @&or Analyst . Ecounting Research - ----- -- - - - -- - --- bmy v v - v  e Sheppard -- - - l ~ a n a ~ e r  (A-earch 

_ I - - % "  -.-..".-- -- " ---- ---------.----- ---- --------- I 
. 0 .  

f *  .. ., . ,. - . : , . . : : : : ; : . ; ;  , , . : . .  : :  . , .  ;., ,; ...?;,; : ;, . . ,  , , , , .* , / o . .  . .  . > .. . '. .. 
2 

I . .  , .,.. . ,  .-,.'. .: , '? 2.;; ,..* , . !. ,.:. .. . .  . .. .,.:,,, . ,:- ,.,..;;:.,.-,,,.<.A ::,.; r..;,,; .,<.\.,.' ... ::, : : . ,. ,., . , ., , .,' ,,. ,-: ,(, :: :. :,.,. . , 

ReviSIOnS ..,.. ,, , .., ,; ;, . . , ,.,; i:, . :  ,i:i., , , . : , ., ::. 1 :  ' ,  ::, . > . .. . . , , 
i;: :;:,, ..;;;: .,.: j :!,;?:! , ,-j;;j?:,>-.': : ., . 

; . . . .. 
, . .", . . ... .. , 

*. .?:, : -.. . .  . :... ,....:, , ,:. ,,.;,., ....,(.;',:;-;. . ...'..." 7 .  . ,,... : . . ., . : ,7 ~ ". ,. , , ., ..t . .  . .  . , . .  

yl 

The following revisions are effective 01/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Asset Retirement Obligations - 
Reconciliation & Analysis 

Functional Area: Fixed Asset Accounting 
Sarbanes-Oxley Category: Capital Expenditures and Fixed 

Process Owner: &@$9 ~ a u b  
Effective  a ate: 01/ 01/ 04 
Revised Date: 03/01/ 05 

A11 accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower. . Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page. 

" '  . I >,.  

Policy statement . 

On at least an annual basis, or more frequently, as determined by the Fixed Asset 
Accounting manager, all asset retirement obligations- related accounts will be 
reconciled between subsidiary ledgers and General Ledger. All Balance Sheet 
accounts for all corporations shall be reconciled using Reconciliation and 
Analysis Standards as outlined in the Reconciliation & Analysis of Accounts 
Policy. The reconciliation'shall be done on a timely basis, which is determined 
according to the account standards defined in the New Account Set-up & 
Definition (Account Standards) policy. 

t 

~ e a s o n  for ~ o l i j  . . . 

To ensure that all asset retirement obligations-related balances are 
recorded in the Company's financial statements in adherence to GAAP 
and Regulatory IXequirements 

0 To ensure responsibility for accuracy of data within an account will be 
held by those closest to the transactions 



Asset Retirement Obligations - Recon&ation Q Analysis 

To increase cantrul of accuunts 
To aearly define ownership of accounts providing a single source for 
inf~mation regarding the accounts 

Casc No. 2UU6-UU17'2 
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Q1. What documentation should be included in the Account Reconciliation 
workpavers? 

A. The accounts reconciliation workpapers may vary from account to account. 
However, at a minimum, each account's workpapers should incIude the 
following: 

I. Account Background 

a, Business Purpose of Account 
b. Nature of Charges to the Account 
c. Amortization Period, if applicable 
d. Related Accounts 
e. Key Contact Person/ Department 

2. Key Account Documents, as applicable 

a. Memo summarizing Cincrgy's adoption of FAS 143 
b. Memo summarizing environmental conclusions relating to Cinergy's 

adoption of FAS 143 
c. Memo summarizing legal conclusions relating to Cinergy's adoption of 

FAS 143 
d. Documentation of: 

i. What causes an asset retirement obligation to exist, 
ii. Cost estimates to settle asset retirement obligations and an 

estimate of the date(s) that the obIigation will be settled, 
iii. Appropriate rate by which to inflate the cost estimate to the 

anticipated settle&nt date, and 
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iv. Rate (credit-adjusted risk-free rate) used to discount the inflated 
cost estimate back to the date the obligation was incurred. 

e. Documentation of any updates to the information obtained in point "d" 
above that is used as a basis far revising the accounting for an existing 
asset retirement obligation. 

3. Reconciliation Data 

a. Date Reconciliation Perfarmed 
b. Individual Performing Reconciliation 
c. Support for Ending Account Balance 
d. Reconciling Items Identified 
e. Date, Method, Individual Clearing Reconciling Items 

The workpapers should also any other documentation necessary to support the 
accuracy of the ending account balance. 

Reconcile all asset retirement obligations accounts (CdA:9) 

- ----..- -- 
~~~EP~MENT---  - - [RESPONSIBILITY ----- - KCTION -- - 

N O  te: The Jullo~vlttg process is ye~firt~red 
I 
I 

least annzially, or morefiequenffy, as 
by tlle Fixed Asset 

I to reconcile all asset 
accounts. 

T-- 
- - * -  

ixed Asset Accounting . Run General Ledger reports from 
RT far all applicable accounts. 7--- -- -- --- 

2. Obtain supporting Excel or Power 
lant schedules. C ------ ---"... ---.. 
Verify the General Ledger balance 

-KT) h, the rllpporiing Excel or 
ower Plant schedule balances. -- - . 
. ~nvesti~atebalance differences and 

misposted transactions as necessary. I---- 
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................... --- - X..-"" *_CI__p-...  _I.....""."---- 

/[D]EPARTMGNT I~~ESPONETT j l ~ f~py  I 

-- *-\"..- I 
/ d account reconciliation process. 1 I\-.- - . - " ---"kc!-" --",- "--. - -  

Perform d y s i s  of transactions (CoA.12) 
.IXI...I..-X1..̂ -- --"--."'""-*I"C ..........I... ............... -..... ....-- 

EPARTMENT 
ixed Asset Accounting 

."------ .-- --..---- 

Perform analysis of financial~ statements: business unit review (CoA.13a) 

Perform analysis of financial statements: legal review of regulatory entity 
(CoA.13b) 

I --. -..---- 
I I DEPARTMENT - . --- - - I PESPONSIBILITY ~ C T I O N  

............ "" "-- " . 

CTION 
eggy Laub 

egulatory disclosure. 
------- -..,,--..--- 

- * -  - . . -- 

Training: 

Additional Documents: 

k e g y  Laub 

Statement of Financial Accounting Standards No. 113, Accou~~tingfor Asset 
Retirement Obligations 

h. Business Unit specific Financial 
Statement analysis is at the discretion 
of the Business Unit with the 
exception of minimum analysis 
required to support Legal Entity 
analysis. 'The extent of Legal Entity 
analysis will be determined on a case 

case basis, as required. by - m - -  
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Cantroller 
b-t  canb:~h~ 
Corporate Accounting 
External Reporting 
Fixed Asset Accounting 
Business Unit CFOs 
Business Unit Accounting Managers 
Business Unit Financial staffs 

New Account Set-up & Definition (Account Standards) Policy 

Reconciliation & Analysis ~f Accounts PoIicy 

Asset Retirement Obligations Policy 

' Peggy Laub i JManager , pixed Asset Accounting -- --- *-- - - -- - - -- ----- 
I Erica G_lenn _ 
i b F y s t  .--- I k-&earch -.--.-- 
Amy . Sheppard - -  * " - - -  -- . anager - --- - - - - - -  Gotinting - -  - Research 

GAAP - Generally Accepted Accounting Principles 

FAS 143 - Statement of Financial Accounting Standards No. 143, Accounting for 
Asset Retirement Obligntioizs 

FRT - Financial Reporting Tool 

.. .. .. . . 2 

- ,  . . .\ Revisions 
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The following revisions are effective 03/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Software Developed or 
Obtained for Internal Use 

Functional Area: Fixed Asset Accounting 
Sarbanes-Oxley Category: Capital Expenditures & Fixed Assets 

Process Owner: Peggy Laub 
Effective Date: Ol/ 01/ 04 
Revised Date: 01/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iI->ower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

policy statement ' - 
1 

Cinergy shall capitalize certain costs of acquiring, developing, and/or 
implementing new internal use computer software whenever the total of such 
costs exceeds $100,000 and the expected useful life of the software exceeds 5 
years. 

To ensure that costs associated with acquiring, developing, and/or 
implementing new internal use computer software are recorded in the 
Company's financial statements in accordance with GAAP and other regulatory 
requirements 

C 

Process Flows ' 

r 
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Ql. What is internal use computer software? 

A. SOP 98-1 defines internal use computer software as software "acquired, 
internally developed, or modified solely to meet the entity's internal needsN, and 
that "during the software's development or modification no substantive plan 
exists or is being developed to market the software externally". 

Q2. When and what types - of costs associated with acquiring;, developin% - 

and/or implementing internal use computer software can be capitalized? 

A. Certain costs of acquiring, developing, and/ or implementing new internal use 
computer software can be capitalized whenever the total of such costs exceeds 
$100,000 and the expected useful life of the software exceeds 5 years. Costs to be 
capitalized include: 

Acquisition cost of purchased software 
a Internal labor related costs, including the cost of fringe benefits and 

payroll taxes, of team members dedicated to the project 
* Cost of hardware and software devoted excIusively to the development 

and/ or implementation of software 
Consultant fees directly related to the project 
Out of pocket expenses of team member dedicated to the project 
Allowance for Funds Used During Construction 

Q3. How should costs be accounted for that were incurred after the software's 
in-service date? 

A. Costs incurred after the software's in-service date (date when the system is 
used in the day-to-day operations of the company including completion of all 
substantial testing) should not be capitalized, unless such costs are a "major 
enhancement." 

Major enhancements to existing systems should be capitalized if they meet the 
$100,000 / 5 year criteria described above for new systems. Recurring minor 
costs of maintaining of updating existing software and minor costs of new 
software should be charged to expense as incurred. 
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44. Can data conversion costs be capitalized? 

A. Costs incurred to develop or obtain software that allows for access or 
conversion of old data should be capitalized. All other data conversion costs 
must be expensed as incurred. 

Q5. Can labor and incidental expenses of employees occasionally assisting in 
the development of internal use computer software be capitalized? 

A. No, labor and incidental expenses of employees occasionally assisting in the 
development of internal use computer software must be expensed as incurred. 
This includes such costs as focus group participation, interviews, and time spent 
on supplying information to an implementation team. An employee should work 
at least 500 hours on a project for their time to be capitalized. 

Q6. How do vou account for internal use computer software that is included in 
research and development activities? 

A. Internal use computer software that is included in research and development 
activities should continue to be expensed as incurred. Research and development 
includes software utilized in a particular research and development project, 
software that is a pilot project, or the formulation, design and testing of possible 
internal use computer software project alternatives. 

47 .  Can costs incurred during the preliminarv - project - s t a ~ e  - be capitalized? - 

A. Costs incurred during the preliilninary project stage must be expensed as 
incurred. The preliminary project stage includes conceptual formulation of 
alternatives, evaluation of alternatives, determination of existence of needed 
technology, and final selection of alternatives including vendor and consultant 
selections, 

Q8. Which Giner~ry subsidiary should record the costs associated with 
acquiring, - developing, - and/or implementing internal use computer software 
that meet the criteria for capitalization? 

A. Costs for systems applicable to the day-to-day functions performed by 
Cinergy Services, Inc. (c.g., the Service Company) should be capitalized on the 
books of the Service Company. Costs applicable to the day-to-day operations of 
one or more operating companies should be capitalized on the books of the 
operating company or companies which include the functions responsible for the 
administration of the system. 

Q9, Can administrative and general costs and training costs be capitalized? 
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A. No, administrative and general costs and training costs must be expensed as 
incurred. 

QlO, Who is responsible for ensuring - that all computer software expenditures 
are accounted for appropriatelv? 

A. The designated project manager is responsible for ensuring that all applicable 
expenditures are charged to the proper Company and capital or expense 
accounts in accordance with this policy. 

all, Who should I contact if I have anv auestions regarding the appropriate 
account in^ - for internal use computer software? 

A. Any questions regarding the appropriate company for capitalization of costs, 
or which costs should be capitalized, should be directed to the Fixed Asset 
Department. 

Capture info~rnation on business transactions (CoA:1) 
Identify error@) and pushback for correction (CoA.3) 
Correct error(s) (CoA.4) 

DEPARTMENT 

Various locations and 
functional area. 

I_--"- -- I_I_---_""-- I - - -"-.- . 
Variot~s locations and 
functional area. 

Work Order Au thorization form to 
the appropriate levels of management 
for approval. Contact applicable 
authorized BUMS representative to 
obtain a work order number from 
BDMS. - " -  - -  - - - - "  - - --- " .  - - -  " - 
2b. For internal use computer 
software costs that cannot be 
capitalized, contact applicable 
authorized BDMS representative for 
applicable accounting work 
definition 

". _ _ - - - -.- . - - . * .  - .- 
All employees responsible 
for internal use computer 
sofhvare costs 

I I --.- ..-__ -_ .--- ."_ _ . - _ ^ _  _ _ _  ^ _--_ -- .-- " _ _-__ _ ~-_ll-Ll..*-.lll-- - -- - --- - ...-I 
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functional area. 

All employees responsible 

software costs 

rest Capitalized charges 
lating on work order. 

Past journal entries/feeders to BDMS 2.0 (CoA.8) 
"- - -*- - - - - --.-- 

~DEPARTMENT (RESPONSIBILITY-/ACTION -. ----- -- 
1. Generate, review, and approve 

employees weekly/ month-end feeder extract file. 
Note. This process diould he comyletc by 

---. ---- ----- - --- - ----- -r IDay 2, EOD. 

I 
"_ I-____L_-- __ _""_-A-L 

Corporate Accounting BDMS Coordinator/ John 2. BDMS will post all feeder extract 
Idinton 

- i files approved for posting. Note: Thrs 
process sltauld be complefe by Dny 2, 

I EOD. _- --- "- _ -"_ ___________-_ --I -- - --  -"-.....-.%_-- - -- ---- "-  .----- - - 

Create and post accruals (CoA.10) 

- *- -- -- .. * -- -- -- -- - . 
[DEPARTMENT-- . - - - --- - "  - - - -,KT-j T4 .__-___ _ _ _  -'/KEsPoNs~BILITY---~cTIoN _ _  .._ - - - 

1 ---- - -  ."_-.-.. -- I_ -_ - ----_- 
IN / 11 All accrudls rclsted to this process -- .--. " -  -..-------"..- --------".. J 
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have been included in the above 
- - - I  procedures. 

Create and post reserves (CoA.11) 
"- " *  - - - - - - - - - -  _ "______.I___I"___"_"l_" -- " 

, DEPARTMENT I RESPONSIBILITY ACTION 1 
N/A IN/A 1. No reserves are booked related to 

Training: 

Additional Documents: 

Statement of Position 98-1, Accounting$'or tlze Custs of Compufer So$nmrb 
Developed or Obtained fir Infernal Use 

Controller 
Assistant Controllers 
Corporate Accounting 

a External Accounting 
Fixed Asset Accounting 

o Shared Services - 

b 

Related information ' 

Work Order Accounting Policy 

Contacts :,. - 
3 

* - " * 

NAME ' 1  ROLE - - *"- ---- -.--" __ 1 DEPARTMENT -- ---...------. 
Jim Dean 1 Supervisor p i x e d  Asset Accounting 
,..,-- *-..-*------ --".'."--"". --.--- -....,-.------------..- 

r ~ i m  Adams I - Z q s t  wed Asset Accounting -- ------ - -- - - - - - 1- ' m i  -[=Asset Accounting ____.__-___ -_" ----.-____ ---_------ ---- " - 
Erica Glenn Analyst - -[ Accounting Research ---- 
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!3OP 98-1 - Statement of Position 98-1, Accountingfbr the Costs of Computer S o m r e  
Developed or Qbtainedfbr Infernal Use 

GAAP - Generally Accepted Accounting Principles 

AFUDC - Allowance for Funds Used During Construction 

EOD - End of Day 

The following revisions are effective 01/01 /05: 

Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 
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Accounting for Spare Parts 
Functional Area: Fixed Asset Accounting 

Sarbanes-Oxley Category: Capital Expenditures & Fixed Assets 
Process Owner: Peggy Laub 
Effective Date: 01/01/03 
Revised Date: 01 / 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch i~ower  
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Utilities must purchase and maintain inventories of essential spare parts and 
spare equipment in order to ensure continued, reliable operations. The useful 
life of such spare equipment will in many cases depend more upon the 
remaining useful life of the related facility than upon their own physical 
condition or extent of usage. Accordingly, certain major spare parts and spare 
equipment should be added to the cost of Plant (capitalized) and depreciated. 

To ensure against extended interruptions of service caused by mechanical and 
electrical failures by the purchase of spare parts 

4 

Process Flows 

l~rocess ~e scr i~ t i on /~pra t ive  
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41. How should Construdion Overheads on Capitalized Spares be accounted 
for? 

A. When, upon appropriate approval, a part is transferred from Materials and 
Supplies to Capitalized Spare Parts, Conshuction Overheads should be 
capitalized as cost components of the part. If capitalized Spare Parts are 
transferred back to Materials and Supplies, these overheads should be reversed 
and charged to the appropriate overhead work order. 

42. How should a Capitalized Spare Part, which is not a retirement unit, be 
accounted for? 

A. When a Capitalized Spare Part, which is not a retirement unit, is physically 
substituted for a part in service, no accounting entry to the electric plant accounts 
is necessary to reclassify their respective costs. 

43.  How do you account for the cost of all spare parts designated as Materials 
and Supplies? 

A. The cost of all spare parts designated as Materials and Supplies is chargeable 
to Account 154, Plant Materials and Operating Supplies; therefore, accounting 
will be similar to that of all other regular materials and supplies items. 

44.  What two categories can Capitalized Spare Parts be classified to? 

A. Capitalized Spare Parts can be classified into two categories: 

I. Standby Emergency Spare Parts 

2. Rotatable (Interchangeable) Emergency Spare Parts. 

Q5. What criteria are required for a spare part to be a Standby Emergency 
Spare Part? 

A. In order for a spare part to be a Standby Emergency Spare Part, an item of 
property must meet of the following criteria: 

1. It must be a retirement unit or major component thereof. 
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2 It must have a long expected life; that is, it cannot be subject to frequent 
use or normal periodic replacements. 

3. It must be acquired when the particular machinery or equipment is 
acquired (or later acquired and set aside for use on particular machinery 
or equipment). 

4. It must be set aside for use as replacements in order to avoid substantial 
operational time loss caused by emergencies due to particular machinery 
or equipment failure. 

5. It must be located at or near the site of the installed related machinery or 
equipment so as to be readily available when needed. 

6. It must be directly related to the particular machinery or piece of 
equipment they serve. 

7. It must cost at least $250,000. 
8. It must be only available on special order. 
9. It must be not readily available from a vendor or manufacturer. 
10. It must not be acquired in quantity (generally only one is on hand for each 

piece of machinery or equipment). 
11. It must not be interchangeable in other machines or equipment. 
12. It must not be repaired or reused. 

Q6. What criteria are required for a spare part to be a Rotatable 
JInterchangeable) Erner~encv Spare Part? 

A. In order for a spare part to be a Rotatable Ernergct~cy Spare Part, an item of 
property must meet all of the following criteria: 

1. It must be a retirement unit or major component thereof. 

2. It must possess a service life approximately equal to that of the equipment 
for which it was acquired. 

3. It must be an item of property that is rotatable in nature (the replaced item 
is generally refurbished in a short period of time so it is available in an 
emergency). 

1. It must be acquired when the particular machinery or equipment is 
acquired (or later acquired and set aside for use in the particular 
machinery or equipment), 

5. It must be set aside for use as a replacement in order to avoid substantial 
operational time loss caused by emergencies due to particular machinery 
or equipment failure. 

6. It must be located at or near the site of the installed related machinery or 
equiprnent so as to be readily available when needed. 

7. I t  must be directly rdated to the particular machinery or a piece of 
equipment they service. 
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Accounting for Spare Parts 

8. It must be nomUy expensive {cost is not a final criteria, just b u s e  an 
item is expensive does not automatically make it a standby emergency 
spare part). The cost should exceed $250,MX). 

47. What should be done with a spare part or spare equipment that does not 
meet the criteria of a Standbv Emerp;encv Spare Part or a Rotatable Spare Part? 

A. All spare parts and spare equipment which do not meet the criteria as a 
Standby Emergency Spare Part or a Rotatable Spare Part are considered 
Materials and Supplies and are to be charged to Account 154, Plant Materials 
and Operatina Supplies. Account 154 generally includes materials, supplies 
and repair parts held in inventory to meet recurring general requirements. 

The determination as to whether a spare part should be capitalized or charged to 
Account 154 should be applied on a consistent basis at all locations. 

Q8. Where are Svare Parts stored? 

A. Capitalized Spare Parts are generally stored at or near the related facility. 

....._. "___ll_."._._..̂._--.." -.-" Cn"" .... ^ -. .. 

1 DEPARTMENT 1 RESPONSIBILITY 1 ACTION 1 
-. -- 

Various locations and All employees of capitalized Spare 
functionaI areas. following components, as 

applicable: 

Purchase price 
* Special test prior to acceptance 

Loading and unloading charges 
Freight 
Applicable taxes 

, e Company Constructian 
Overheads 

4 Allowance for Funds Used 
During Construction 

e Other properly assignable 
cl~arges 

- --- ----- " -- 
ounting 

r spare parts inventory. uctions apply to the installation 
apiralized Spare Parts, which are 
retirement units: 
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repaired, and a replacement 

If the replaced part is not repa 
and another part is acquired, 
charge the appropriate 
maintenance account with the 
cost of acquiring the replacem 

must be charged to the 
appropriate maintenance acc 

- - .  " "  .-- -I-- 
____ _.-__-..__- __. 

responsible . The following accounting 
nctional areas, inventory. instructions apply to the Capitalized 

pare Parts for the replacement of 
/retirement units: ! 
I I 

0 If kite replaced part is repaired, 
charge the appropriate 
maintenance account with the 
cost of repairing the replaced 
part. 
If the replaced part is not 
repaired, retire the replaced part, 
at its original installed cost and 
charge the appropriate retirement 
work order with the cost of 
removal, less any salvage. i 

o A complete physical inventory of 
Capitalized Spare Parts is to be 
taken annually and reconciled 
with Fixed Assets' Capitalized 
Spare Parts records. 
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---- -..-- -----". 
DEPABTMBNT ACTION 1 

. * - - - -  . .-- - 

Training: 

Additional Documents: 

Controller 
a Assistant Controllers 

Corporate Accounting 
Fixed Asset Accounting . Commercial Business Unit 
Invei~tory Services 

."Am-- -- ----.- -- - - .- 
[NAME InoLE - -  .. L DEPARTMENT ..*.-..-- ..-----... . . .  --- " - " - -* " ---- -""* - . ..*---- 

jI'eggy Laub ‘- /Manaper - p [ g ~ s s u t  Accounling ------------- 
Diana Douglas Manager - / F u e l h e r  Accounting - -  "--_ - " ---- "-- ---- - -  ---- - ------- ---- -- -- - 
Shawn Wilson Cost Fixed Asset Accounting 

--..-...- -- -- -- I ----"- - -..--. . [ E e   ones j~aterial  Arctg. Assistant /inventory Services --- -- "- --- 
/Erica- \senior Analyst ------- ---- --- - - - -- -)Arcnunting Research ----. ----- --" -- ---em- -- - - - Fmy Sheppard panager /Accounting Research - -..--...- -- --.-" ----- - -_ "._ -_ - .- - _ "___ _ __ly.-- - - I - - - - - - .. 
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The following revisions are effective 01/ 01 /04: 

Update the Question/Answer section 
Update the Contacts section 

The following revisions are effective 01 / 01 / 05: 

e Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Asset Retirement Obligations 
Functional Area: Fixed Asset Accounting 

Sarbanes-Oxley Category: Capital Expenditures and Fixed 
Process Owner: Laub 
Effective Date: 01/ Q1/ 04 
Revised Date: 03/ 02 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follaws: 

* Launch Power. 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page. 

All asset retirement obligations arising from legal obligations associated with the 
retirement of long-lived assets that result from the acquisition, construction, 
development and/or the normal operation of a long-lived assct shall be 
appropriately recognized and measured in the period incurred. The initial 
recognition of this liability will be accompanied by a corresponding increase in 
property, plant, and equipment. Subsequent to the initial recognition, the liability 
will be adjusted for any revision to the expected cash flows of the retirement 
obligation and for accretion of the liability due to the passage of time. 

Reason. for Policy ; . 
. 4 , *  . 8 -  

To ensure the user of financial statements that they have comparable 
statements and that the statements appropriately reflect the financial 
position and results of operations of the campany 

* To ensure that obligations that meet the definition of a liability are being 
recognized when those liabilities are incurred or the recognized liability 
was consistently measured and presented . 



Case No. 2006-00372 
KvPSC-DR-0 1-004 

Asset Retirement Wgations iJage 801 of' 1026 
A . *  .-..- -.~-- 

Ql. What is legal obligation? 

A. A legal obligation is an obligation that an entity is required to settle as a result 
of an existing or enacted law, statute, ordinance or written or oral contract or by 
legal construction of a contract under the doctrine of promissory estoppel. 

Q2. What is promissorv estoppel? 

A. Promissory estoppel allows enforcement of a promise made by dne party that 
is reasonably relied upon by another party to its detriment. For example, an 
entity plans to leave a building in place at  the end of its useful life, but significant 
public pressure exists for the company to demolish the building. The company's 
CEO makes a public statement that it will demolish the building and soincone 
relied on this information to their detriment.. If the company does not demolish 
the building, it can still be held accountable for the CEO's statement under the 
doctrine of promissory estoppel. 

A. Legal obligations are associated with retirement of a long-lived asset and are 
incurred upon acquisition, upon construction, and/or during the normal 
operation of a long-lived asset. 

Q4. What are asset retirement obligations and asset retirement costs? 

A, Asset retirement obligation (ARO) refers to an obligation associated with the 
retirement of a tangible long-lived asset. Asset retirement cost refers to the 
amount capitalized that increases the carrying amount of the long-lived asset 
when a liability for an asset retirement obligation is recognized. 

45. What valuation method should be used in determining fair value of the 
asset retirement obligation? 
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A. An expected cash flow approach (which is a present value technique) is 
usually the only appropriate technique with which to estimate the fair value of a 
liability for an asset retirement obligation. This involves weighting multiple cash 
flow scenarios based on the relative probability of their occurrence. The cost 
estimate should be determined assuming that an independent third party 
completes the requirid retirement activities.Q6. Can an asset retirement 
obligation - be incurred in multiple - periods? 

A. A liability may be incurred over more than one reporting period if the events 
that create the obligation occur over more than one period. Any incremental 
liability incurred in a subsequent reporting period shall be considered to be an 
additional layer of the original liability. Each layer shall be initially measured at 
fair value. 

Q7, What shall be recorded as accretion expense? - 

A. Measured changes in the liability for an asset retirement obligation due to 
passage of time by applying an interest method of allocation to the amount of the 
liability at the beginning of the period shall be recorded as accretion expense. 
The interest rate used to measure the change shall be the cxedit-adjusted risk-free 
rate that existed when the liability was initially measured. That amount shall be 
recognized as an increase in the carrying amount of the liability and as an 
expense classified as an operating item on non-regulated companies (not as 
interest expense). 

Q8. How do vou account for revisions in timing or amount of the original 
estimate? 

A. Changes resulting from revisions in timing or the amount of the original 
estimate shall be recognized as a change in the carrying amount of the liability 
for the asset retirernent obligation and a change in the related asset retirement 
cost capitalized as part of the carrying amount of the related long-lived asset. 

Q9. What interest rate should be used? 

A. Upward revisions in the amount of undiscounted estimated cash flows shall 
be discounted using the current credit-adjusted risk-free rate. Accounting 
Research and Treasury will assist with this determination. Downward revisions 
shall be discounted using the credit-adjusted risk-free rate that existed when the 
original liability was recognized. 

QlO. How do fundim or assurance provisions affect this policv? 
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A Providing asswance does not satisfy or extinguish the related liability. Costs 
associated with complying with funding or assurance provisions are accounted 
for separately Erom the asset retirement obligation. 

Qll. How does this policv relate to r e d a t e d  entities? 

A. Many rate-regulated entities currently provide for the costs related to the 
retirement of certain long-lived assets in their financial statements and recover 
those amounts in rates charged to their customers. Some of those costs result 
from asset retirement obligations within the scope of this policy, and others 
result from costs that are not within the scope of this policy. The arnounts 
charged to customers may differ from the period costs recognized in accordance 
with this policy and therefore, may result in a difference in timing of recognition 
of period costs for financial reporting and rate-making purposes. An additional 
recognition timing difference may exist when the costs are included in amounts 
charged to customers but liabilities are not recognized in the financial 
statements. A regulated entity shall recognize a regulatory asset or liability for 
differences in the timing of recognition of period costs associated with asset 
retirement obligations. 

412. How does this policv affect cost of removal included as a component of 
depreciation rates? 

A. The SEC staff has concIudecl that PAS 143 specifically precludes an entity from 
recording an expense for estimated costs associated with the removal or 
retirement of assets that result from other than legal obligations. If the rexnoval 
cost is an ARO, amounts recorded in accumulated depreciation for gross removal 
cost should be subsumed into the ARO upon adoption of FAS 143 (regardless of 
whether FAS 71 is applicabld or not). 

If the removal cost is not an ARO, non-regulated companies must reclassify any 
amounts accrued in accumulated depreciation for cost of removal to a 
cumulative effect of change in accounting principle upon adoption. For regulated 
companies, the reclassification is to a regulatory liability. 011 a prospective basis, 
non-regulated companies will not be able to expense these amounts up-front, 
and regulated companies must record these amounts as a regulatory liability. 

Q13. Does this policv include leasing transactions? 

A. This policy does not apply to obligations of a lessee in connection with leased 
property, whether imposed by a lease agreement or by a party other than the 
lessor, that meet the definition of either minimurn lease payments or contingent 
rentals in FAS 13. However, if obligations of a lessee in connection with leased 
property meet the definition of a legal obligation in this policy but do not meet 
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the definition of either mbirnurn lease payments or contingent rentals, those 
obligations shall be accounted for in accordance with this policy. 

Capture information on business transactions (CoA.1) 

ccounting of such items. 

1 

k ~ ~ r g y  Ventures nna Allen - 1 -  lA - ; - . - -  
breasury -- /Chrrs Vog t movide credit-adjusted risk-free , - 

im Sticritz 

ulie I lolihtgsworth 
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Classrfy transactions (CoA.2) 
Identdy error(s) and pushback for correction (CoA.3) 
Correct error(s) (CoA.4) 

Cutoff transactions (CoA.5) 
Repare journal entries (CoA.6) 
Identify and correct errors (CoA.7) 
Post journal entries (CoA.8) 

P 

EPARTMENT s RESPONSIBILITY ACTION tE .. +.."...-.-. " -...-----.. "11"" ......---.-" ""-".._-..-~.-._-... E v . . . - . - - - . - . . . - - - -  ----..-.- -- > 

accounting/reporting 
eriod. Note: ??tis should be: conrpleted 

-- --- --- - 

- --__-I "---- -.-. ̂-- --"- I--..-..I___-- -- _^- --.-.- - ...--...-... -."---.-_I -- -- ---I- 

1. Input information obtained in steps 
3 and 4 above into Power Plant and 
verlfy that the calculations are 
working properly. If the entity to 
which the asset retirement obligation 
relates is not tracked in Power Plant, 

Fixed Asset Accounting 

I 

;complete similar calculations on an 
IExcel spreadsheet. __--_ -_.- -. - ---- - - -- 

$ i x e d s z ~ c c o u n t i n C -  b x n  (i. Identify errors. ------ --- -.- "- - - _  -- - I__- - .- 
F&?;ed Asset Accounting Bim Dean ---'-"-'*fKGrrect errors as necessary. __-_ __^I__ _ _ ^  __-. __ I __--_I_"" ____--_- " __..__-- - - ." ..-..-__-- - _--- -- - - ----- -- - - 

Jim Dean : 
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Create and post accruals (CoA.10) 
Create and post reserves (CoA.11) 

Training: 

_-. _______I^ --.._. -tl"rCIII*-"ll-̂l_-.t-- --..--..-..., ~ -.IX - . . ... -" ".--.". ""- ^" .- . . . .. 

Additional Documents: 

1 ~EPARTMENT / @SPONSIBILITY i 
i ------+..--.--..-.-,--. """." -.*,--- .d "-".."-.""...."-'.---._-~.,-- 3 

Statement of Financial Accounting Standards No. 5, Accounting fir 
Contingencies 
Statement of Financial Accounting Standards No. 143, Accounting for Asset 
Reh'renzen f Obligations 
FASB Concepts Statement No. 5, Recognitiori and Measurenlenf in Financial 
Stafernents of Business Enterprises 
F ASB Concepts Statement No. 6, Elements of ~innncial S f u  temen fs  
FASB Concepts Statement No. 7, Using Caslt Flow lnfomzation and Prcscnl 
Vdue in Accounfing Measurenlents 

ACTION I .---*."-. ---.----*--..- -.- ...---.---- - .----1.: 
.a& and r ~ ~ ~ e s  are indude$ 

Fixed Asset Accounting 
CBU 
RBU 
Environmental 
Cinergy Solutions 
Cinergy Ventures 
International 
Legal 

irlr -.; .- i ....... ... . - .  . ... ... . . . .  ..-. .. .IF. "&e .. above .. Processes. -.- . - - - .. .. . ... . . .' 

L 

Related Inf orination 

Asset Retirement Obligations - Reconciliation & Analysis Policy 
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FAS 13 - Statement of Financial Accounting Standards No. 13, Accountingfir 
Leases 

n_l__ _*-_a "__"I_____ " " _ _ ^  ___.Xl̂ ll.-^"""""".-."-- - - - " I l - ..---- ̂ -I* -"--I- -- - " -  - - .  

FAS 71 - Statement of Financial Accounting Standards No. 71, Accountingfor NE 
Efjrecfs of Certain Types of Regulation 

FAS 143 - Statement of Financial Accounting Standards No. 143, Accounting for 
Asset Retirement Obligations 

ROLE I DEPARTMENT 
Manager : I P i x e d ~ s s e t m n * ~  

' 

MOD - Middle of Day 

* 

NAME , - 
~~*eggy.~aab 

The following revisions are effective 03/01/05: 
* Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 
* Update policy for change in personnel 

Jim Dean 
" *?  .--p.."... ".-'* - -" --  [ Coordinator 

a - - - - - -- -- - - - ,I - Fixed . - Asset - Accqunting 

Erica I" Glenn --.IX ---- --I - 
1 Amy Sheppard 

--e-_XII--r Senior Analyst XI - -  .-- ..* / I Accoun-tg XI Research -- --. 
I 

, - - -  - "  1 Manager - - - 1 Accounting Research 
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Work Order Accounting 
Functional Area: Fixed Asset Accounting 

Sarbanes-Oxley Category: Capital Expenditures & Fixed Assets 
Process Owner: Peggy Laub 
Effective Date: 05/01/98 
Revised Date: 01 /01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Cinergy will account for fixed capital assets owned by the company by 
maintaining a Fixed Asset ledger (continuing property record). Work orders are 
used to cay ture costs associated with installation and retirement of company 
assets that are recorded on the Fixed Asset ledger, Cinergy has one Fixed Asset 
System, known as Power Plant. 

To ensure the corporation is in compliance with Generally Accepted Accounting 
Principles and regulatory requirements 

, . Process Flowc- .:be . - . .- - , . ( " . a r  ,\i)... - - .  
, . . <  . - 8 

5 

t 

Process '~escri~tion/~arrative . - > . , 
r 
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Q1. What is a Fixed Asset ledger? - 

A. It is a continuing property record (CPR) that includes the quantity, vintage 
year, original cost of property owned and retired for mass plant and vintage 
year, location and FERC Account for non-mass plant. CPR information is also 
used for studies pertaining to insurance, depreciation, rate cases and taxes. 

42. When do I a need a work order number? 

A. You need a work order number to add or remove retirement units to or from 
the Fixed Asset ledger. Work orders accumulate charges of comtruction or 
salvage and removal costs for retirement for a capital project. Specific work 
orders are for large or certain projects and blanket work orders are for selected 
smaller jobs that have costs up to $25,000. 

Q3. How do I yet a work order number? 

A. A work order number is obtained through the "Work Code Setup Wizard" 
button of "BDMS Code Setup" in PBR. The system will assign work order 
numbers consecutively to each specific construction and retirement job. 

Q4. How do I set up a work order in BDMS? 

A. Each functional area has a person authorized to open work orders in BDMS. 
Contact the person in your area. 

Q5. What do I do with a work order after it is created? 

A. Kcry a copy of the work order for your files. A copy of the work order wit11 
the start date, in service date and completion date fields completed should be 
sent to Fixed Asset Accounting within five working days of the completion date 
of the job. The work order can be sent in hard copy form to 220EX or by e-mail to 
the FAA mailbox. A separate completion notice is no longer required. 

Q6. How do 1 notify Fixed Assets that a work order is in senrice? 

A. The in-service date should be entered on the work order screen in the 
Warkcode Set-up Wizard. 
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Q7. Do I need a wark order if p r o m i s  r e i n &  

A. Yes. A work order is needed to remove my out-of-service property from the 
Fixed Asset ledger. 

48. What costs are charged to a work order? 

A. Construction, cost of removal (for regulated companies only) and salvage 
should be charged to work orders. Cost of removal for non-regulated companies 
should be expensed in accordance with FAS 143. 

Q9, Do I need a specific construction work order if I have a cash receipt? 

A. At PSI, cash receipts of $25,000 or less can be applied towards a blanket work 
order. At CG&E any reimbursable time/rnaterial job should use a specific work 
order; otherwise, use the appropriate blanket work order. 

Q10. How do I find out what charges have accumulated on a specific wark 
order? 

A. Accumulated charges can be retrieved through the PBR tools. 

Q1Z. What is AWDC / Interest Capitalized? 

A. AFUDU is Allowance for Funds Used During Construction. AFUDC 
represents the cost of money (debt and equity) the company incurs while projects 
are under construction. Regulated utiIities arc allowed to recover this by 
including it as a cost of construction. For non-regulated property, interest costs of 
construction are permitted to be capitalized per Statement of Financial 
Accounting Standards No. 34, Capitalization of Interest Cost. 

Q12. How do I cancel a work order? 

A. Send an e-mail note to the Fixed Asset Accoui~ting mailbox (FA,4). Fixei-l 
Asset Accounting will reverse all AFUDC / Interest Capitalized charged to the 
work order. The originating department is responsible for adjusting/reversing 
all remaining costs. 

Q13. What is unitization? 

A. Unitization is the identification of retirement units within a work order, 
determining and establishing unit cost, labor and overhead amounts. 
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Work Order Accounting 
.------ 

-- ------ - *----.."-.. 

---I- 
functional areas form to the appropriate levels of 

rnnndgement for approval. 

functional areas 
group to obtain a work order number 
from BDMS. 

--!.----- 

- 
Company Personnel and 5. Work order begins io accumulate 
Contractors charges such as employee labor, 

I contract labor and material, issues 
'from stock, AFUDC / Interest 
Capitatized and overheads. Work 
order numbcr and work code must be 
it) B I M S  to accumulate charges. ----- 

I 
Various locations and 
functional areas 

..-"------- - ---"- ------ 
Originator of work order 6. During construction, the work order 

activity should be reviewed monthly. 
Corrections of incorrect charges must 
be initiated promptly after discovery. 
Corrections must be made to the 
source documents when possible. I - 

of work order 7, When project is in service, enter an 
functional areas 

" * " - in-service date in BDMS. ------l----- -- . ..--...... 
[various locatioiu and of work ordcr 18 Send copy of work order with start 
ifunctional are<\$ iciate, in service date and completion . -- J I I _ . _ _ _ _ _ _ _ _ _  _--._ -_ _ _ _ - - - - _ _ _ _ ~ -  ---- ."" --.- 
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Training: 

0 CG&E Property Unit Catalog 
Interpretations Of Uniform System Of Accounts For Elwbic, Gas And 
Water Utilities 

0 Accounting And Reporting Requirements For Public Utilities And 
Licensees, FERC-0114 
PSI Mant Accounting Manual, Volume 1 

* PSI Plant Accounting Manual, Volume 2 
Power Operations 131ant Account Manual 
Code of Federal Regulations, Conservation of Power and Water 
Resources, #18 

* Statement of Financial Accounting Standards, No. 34, Capitalization of 
Interest Cost 

Additional Documents: 

Controller 
Assistant Controllers 
Fixed Asset Accounting 
Power Production 
District Locations 
Engineers 
Transmission 
Substatioi~ 
Distribution 
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* Tax 
Real Estate Services and Right af Way 
Facility Services 

Capital vs. Expense Accounting PoIicy 

, w_l__"__L_~ -._ _ _l-...,.... ,.... " ^ _ -.-.- - ..-. ",-"I- 

/ Erica Glenn [ Senior Analyst 1 Accounting Research -- --... -- -.- ..---- r ~ m y  ~ h e p p a ~ d  -- I o u U 9 t i n g  Research --. 

' 

- r ~ a n ? ~ e r  
-.-- 

FERC - Federal Energy Regulatory Commission 

BDMS - Business Data Management System 

Retirement Units - property such as poles, wire, cable, transformers, etc. 

Work Order Authorization - serves to authorize all construction, retirement work 
applicable to a project 

t 
. I  

> .  

Revisions . .  . . . 
r 

The following revisions are effective 12/01/00: 

Update procedure for process changes 
Update procedure for personnel changes 

The following revision is effective 11 101 /01: 



Work Order Accounting 

* Update procedure for Interest Capitalized 

The following revisions are effective 11/01/02: 

Update procedures Question/ Answer section 
* Update procedure for personnel changes 

The following revision is effective 01/01/04: 

Update the Question/ Answer section 

The following revisions are effective 01/ 01 / 05: 

Case No. ZUU64UIrT2 
KyPSC-DR-0 1-004 
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- - "  - - ^ '  - - + - -  

* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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New Corporation Set-up - 
Treasury Department 

Functional Area: Corporate Cash Management 
Sarbanes-Oxley Category: General 

Process Owner: Kim Sipes 
Effective Date: 09/01/98 
Revised Date: 01/01/ 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch Power. 
Select "Accounting Policies and Procedurest' under the "Communities" 
heading at the top of the page. 

I 

Policy Statement 

The Treasury Department must be contacted to set up a bank account for a corp. 
Cash Management is the only authorized body to perform this task. 

Reason for Policy 

To provide security of Bank Accounts 

rocess Flows 

Process Description/Narrative 
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Setting up a Bank Account for the new corp 
" "__ "__  " I X I  

" _ - - -- - - " - - 

Sipes if a bank account is 

From Tax Department: Tax ID 

From Legal Department ox 
'sponsor': Board Resolution 
(which includes Certificate of 
encumbrances). - 

Kim Sipes 

. Contract negotiated in 
Treasury and Legal 

-- .-- 

Set up as a bottom line in 
Treasury _ -_ - p. N o w  of completion. 

--- ..-..-..- ---- 

Training: 

Additional Documents: 
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Controller 
Assistant Controllers 
Corporate Accounting 
External Reporting 
Tax 
Fixed Asset Accounting 
Payroll 
Accounts Payable 
Misc. Accounts Receivable 

Related Information 

New Corporation Set-up Policy 

Contacts 
r ,----- I 

/NAME 
-*---- --- ~ROLE - .----- "- 

DEPARTMETN 
(KimSipes /Manager --- 
Kathy Urban - -  /Supervisor 
Erica Glenn l~enior Analyst -- - - -- - -- -- .-"- --- 
[ ~ r n  Sheppard banager -. __ l-_l--. _ 

Definitions 

Board Resolution: Board authority for bank accounts 

Certificate of Encumbrances: Verification of authorized agents for Cinergy 

Treasury Work Station: Treasury software used to run daily positions and hold 
cashbook information 

Passport Svstem: Accounts Payable system 
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4 
Revisions 

J 

The following revision is effective 07/01/03: 

Update policy for personnel changes 

The following revisions are effective 01 / 01/ 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Cash Management - Daily Processing 
Functional Area: Corporate Cash Management 

Sarbanes-Oxley Category: Cash and Cash Equivalents 
Process Owner: Kim Sipes 
Effective Date: 01/01/99 
Revised Date: 01/01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch Power. 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page. 

Policy Statement 

Treasury will systematically gather information regarding Cinergy's and its 
subsidiaries collections, disbursements and bank balances and utilize that 
information to manage effectively the funds available to Cinergy. 

Reason for Policy 

To effectively manage Cinergy's funds 

L 

Process Flows 

4 

Process Description/Narrative 

L 

Frequently Asked Questions 
J- i 
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Ql. What is the Treasm Workstation? 

A. The Treasury Workstation is the tool that Treasury utilizes for cash 
management purposes. 

42. What is Pinacle? 

A. The Pinacle systems provide an interface between PNC Bank and Cinergy for 
money transfers via ACHs and wires. 

43. What is GAITIR? 

A. GAITIR is software that confirms Cinergy's commercial paper trades. 

Q4. What Cinergy - -  system . companies maintain cash balances? 

A. The Cinergy system companies that maintain cash accounts are: 

Cinergy Global Resources, Inc. 
Cinergy Solutions, Inc. 
Cinergy Resources, Inc. 
Cinergy Investments, Inc. 

0 The Cincinnati Gas & Electric Company 
0 Cinergy Foundations 
* Cinergy Services, Inc. 
* Miami Power Corporation 

Enertech Associates, Inc. (formerly named Power International) 
PSI Energy, Inc. 
Tri-State improvement Company 

* The U n i ~ n  Light, Heat and Power Company 
Lawrenceburg Gas Company 

e The West Harrison Gas and Electric Company 
Ginergy Corp. 

45.  Which Cinergv system companies currently participate in the Money Pool? 

A. The Cinergy system companies that currently participate in the Money Pool 
are: 

The Cincinnati Gas & Electric Company 
The Union Light, Heat and Power Company 

* Lawrenceburg Gas Company 
0 Cinergy Services, Inc. 
* PSI Energy, Inc. 
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Cinergy Corp. (can loan money to the money pool but can not borrow 
from the money pool) 

Additionally, the following companies while not currently doing so can also use 
the Money Pool: 

Miami Power Corporation 
The West Harrison Gas and Electric Company 

Q6. What are the five banks that Treasurv polls on a daily basis? 

A. The five banks that are polled on a daily basis are: 

BankOne 
Fifth Third 

v PNC 
Star Bank 
First Chicago 

L 

Procedure 

--.---- -. 

Kim Sipes Treasury Workstation. 
Dan Orem --- -"- 

e ~ i f e r  Burris lockbox activity. -- - --- -----. 
Bob Burwell 5. Determine amount of lockbox funds 
Kim Sipes that are available in the current day. 
Dan Orem 

---- - 
Treasury 

- --......--- ,.-we- - -.--- i 
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transferred from non-cash 

- -..- 

transactions in the "Pinacle" system. 

- -- 

Dan Orem 

I 
- --" .-+.-.- - - -- -- 

Treasury 

-- - - - --. - - 
[~reasury 
1 Kim Sipes -- ----,..,-- ------.-... - .--- -.......- ---- 
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T i . . " & . -  - * ---- -- 
, Dan Orem transactions to Treasury Workstation. 

File print out of ACHs processed t 

today with Daily Activities and the 

I [rest ki th  the fuhrre activities. - --- 
Treasury Bob Burwell 

Kim Sipes 
Dan Orern 

Kim Sipes and the Controlled Disbursement 
Dan Orem 

--*'- - ....... I___C_" _--I".-- "--- 

Kim Sipes 
Dan Orem 

----" 

Treasury 
Kim Sipes reports, and verifies both "First 
Dan Orem Presentment" and "Second 

I~resenhnent" are posted. ----- --.. 
Bob Burwell 22. If Second Presentment is not 
Kim Sipes posted, contact bank for timing of 
Dan Orem when it will be posted. Determine if 

timing is such that Treasury can wait 
for bank posting or if Treasury needs 
to initiate borrowing. If unable to wait 
for bank posting, as a last resort, 
estimate amount and input into 
Treasury Workstation, Notify bank of 
estimated amount. 

'-.- - - - ___-_I_.. -_---- - --..-I- --- 
Treasury I 23. Verify A/ P ACH activity ties to 

A/P Registers. Notify A/P of any i 
I -.--- l ~ a n  Orem lvariancis. _ _ _ - ~ . _ - _ "  " _ -  " .___--...- I....XLIIII .---- 
[ ~ ~ c o u n t s  Pay able Ann Amburgy 24. Research and resolve any variances 
I 1 identified. 
I - - -- 

Print updated SmartSheets for each 
applicable Cinergy system company. 

Dan Orem - --... - --* - -- .-- 
26. Update Excel Spreadsheet 

Kim Sipes /"AREQUIRE" by inputting the Cash 
Dan Orcm Position of PNC Bank from the 

SmartSheets for the Money Pool 

I companies. 
----..--- --- 

Kim Sipes r- 
I Dan Orem lborrowing period. 

--- -" ---- - - -. I ----.--. - - ----I - - ..-. ". ------ 
Freasury [ ~ o ~ ~ u r w e l l  b8. us in^ Bank Contact list, contact 

Kim Sipes banks for interest rate quotes. 

---- Dan Orem 
-pw-.---.------- - --I------1 "11% --- - 



Case No. 2UUbUU17i 

Cash Management - Daily Processing KyPSC-DK-01-004 
Page 824 of 1026 

- . - - -  - 

Bob Burwell 
Dan Orem 

--" ------ - -*-. ----- 

- _  __--̂- ""- --...-_-.".- ----. 

Kim Sipes 
Dan Orem 

"-- *- __- I  -- - _ _-_ ---- I-C- - -- --. 
Bob Burwell 
Kim Sipes 
Dan Orem 0 Update "Cost of Funds" to reflect 

new external borrowings, 
including lender, rate, maturity 
date and amount. Delete any 
repaid borrowings. 
Update "Use of Funds" to reflect 
cash requirements (from either the 
AREQUIRE Excel Worksheet or 
the SmartSheets, as applicable. 
Obtain Commercial Paper 30-day 
borrowing rate from Bloomberg. 
Verxfy Cost of Funds equal Use of 
Funds, and reclassify as necessary. 

a FiIe with Daily Activity. -- ---- 

Dan Orem ---.- 
34. Update Debt Management ~odule- 
of Treasury Workstation for any 

Dan Orem commexcial paper borrowings --- -- i-- ------ -.- 
35. update Debt Instrument Module 
and lnvestment Management Module 
of the Treasury Workstation for the 
Money Pool transactions. r 
Report" and "Chronological Detail 
Report" from the Treasury 
Workstation. Review reports and 
iverify transactions are reflected 
appropriately. Match transactions 
between the two reports. Identify 
additional Wires requiring processing. 

-_--_ *-I r__--̂ I_-- -- "-" ---- ". - -- --" 

/?;reasury ,Rob Burwell Run Treasury Workstation "Daily 

I I a n  sipes Update" and generate 
- - -.- _ _ _ _  -_-._ _.-I- -----. -..-_I 
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Kim Sipes 
Dan Orem - - ----< 

Dan Orem 
I-____II 

Dan Orem 

- 

raining and Documents 

Training: 

Additional Documents: 

Treasury Controls Checklist 

i 

Who Should Know 

Treasurer 
Treasury 

Related Information 
F 

Cash Ledger Procedure Policy 

I - . -.....--- _"____-__-"_ " _ " . ^ _ " _  _I__LI-_-..-.- --.we -_..-_.--- '_ , - 
/ ~ i m  Sipes F n a g e r  l ~ r e a s u r ~  -_ _ _ _ ~ _ _ _ . _ _ _ _ . .  -- "_ _ ~ ^ _ _ _ _  _"-_--"--W. 

i 
Fobert Burwell (~enior Analyst Fr&kry I 

--.-.. " - - -  --_._ --.----.- ..--- - J 
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Definitions 
J 

Revisions 
i 

- - - - - 

The following revisions are effective 01/ 01/05: 

I 

1 

* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

Dan Oxem : ..--- 
Erica Glenn ] 

Amy . - Sheppard - .  

Senior Analyst 

Senior Analyst 

.-. Manager - -- - -- - - 
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Petty Cash Funds 
Functional Area: Corporate Cash Management 

Sarbanes-Oxley Category: Cash and Cash Equivalents 
Process Owner: Kim Sipes 
Effective Date: 11/ 01 / 00 
Revised Date: - 01 / 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch iPower. 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page. 

b I 

Policy Statement 

Petty cash funds may be used for small, unforeseen expenditures. All 
transactions associated with the Petty Cash Funds will be recorded. 

Reason for Policy . 
To record Petty Cash activity in the Company financial statements in adherence 
with GAAP and regulatory requirements 

Process Flows 
1 

Process Description/Narrative 
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QI. What are allowable pew cash expenses? 

A. Petty cash funds may be used for the following types of expenses: 

* Expenses that must be immediately paid due to the nature of the item. 
Emergency expenses incurred to support continued daily business 
operations. 

* Expenses incurred where checks, credit cards, or business credit are not 
available or permitted. 

The usage of the petty cash fund is at the discretion of local management. 

42. What are some examples of items that mav not be paid by petty cash? 

A. Examples of items that may not be paid by petty cash include: 

Utility bills 
Donations and contributions 

* Checks returned by banks 
* Payroll advances or other payroll-related items 

Stores material itenis 
* Charge accounts 

Employee expense accounts 

The petty cash fund should never be used to pay for services. 

43. What are the responsibilities of the Pettv Cash Fund Custodian? 

A. The Petty Cash Fund Custodian is responsible for safeguarding the cash, 
receiving and retaining proper documentation for disbursements, disbursing the 
cash, maintaining a record/log of all disbursements, and obtaining 
reimbursement to the fund as needed. The Petty Cash Fund Custodian is also 
responsible for ensuring that the Petty Cash funds are maintained separately 
from all other funds. 

44. How do I establish or increase a Petty Cash Fund? 

A. If a Business Unit organization determines that it needs a Petty Cash Fund or 
that the amount of its fund needs to be increased, the department head or local 
office manager should send a request letter and Cash Voucher to the Business 
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Unit Accounting Manager. If a Corporate Center organization determines that it 
needs a Petty Cash Fund or that the amount of its fund needs to be increased, the 
department head should send a request letter and Cash Voucher to Treasury. 

45. What information should be included in the request letter to establish or 
increase a Pew Cash Fund? 

A. The request letter should include the following information: 

Dollar amount being requested 
Name of Petty Cash Custodian 

* Name of office or area requesting petty cash . Business purpose of Petty Cash Fund 

Procedure 

Establishing a Petty Cash Fund 

/DEPARTMENT RESPONSIBILITY ACTION 
-1 

-- 

funds needed. Appoint Petty Cash 
Fund Custodian. Prepare/approve 
request letter and Cash Voucher 
(M9300-2-R98). Business Unit 
organizations forward request letter 
and Cash Voucher to the Business 
Unit Accounting Manager. Corporate 
Center organizations forward request 
letter and Cash Voucher to Treasury. 
Maintain copy for Department 

Business Unit Financial 
Operations 

---..""..-* --.- 

Funds Subsidiary Ledger to Accounts 

Cash Fund Custodian. 
--...----."...-- ---.-"."---- -- 
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Decreasing Petty Cash Fund 

 DEPARTMENT RESPONSIBILITY -[ACTION- -- 
Any Department / Local ' Department Head or Local ' 

Office Office Manager 
I. Determine additional amount of 

cashier's check or money order and 
deposit to Huntington National Bank. 
Prepare request letter for new amount 
of fund. Business Units organizations 
forward request letter to Business 
Unit Accounting Manager. Corporate 
Center organizations forward request 
letter to Treasury. 

Local Office Manager 2a. Report deposit on Monthly Report -I----[ of Local Accounts. 

i Petty Cash funds needed. 
Prepare/approve request letter and 
Cash Voucher (M9300-2-R98). 
Business Unit organizations forward 
request letter and Cash Voucher to the 
Business Unit Accounting Manager. 
Corporate Center organizations 
forward request letter and Cash 
Voucher to Treasury. Maintain copy 
for Department records. ----.,--- 

Business Unit Accounting 2. Review and approve request letter 
and Cash Voucher. Forward 
approved request Ietter and Cash 
Voucher to Treasury. -- .- ---- 

Treasury 

Treasury 

' p ~ ~ ~ a b l e  5. Process Cash Voucher and issue 

--. 
check to Petty Cash Fund Custodian. -- 

"-'- -- ----"-------- -. 
2b. Write accounting distribution on 
deposit slip and forward deposit slip 
to Treasury. --- - 
3. Review and approve request letter. 

.-- - I- ""- 
Non-Local Office 

Business Unit Financial 

-- - - .I 

bepartment Head 

--- 
Business Unit Accounting 
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Petty Cash Fund Disbursements 
" - .  - - 
DEPARTMENT 
Any Department/ Local 1. After incurring an expenditure to 
Office be reimbursed from the Petty Cash 

Write accounting distribution 
information on face of sales 
receiplr or invoice, Write 
description of items purchased 
on sales receipt or invoice if not 
included. 
If no sales receipt or invoice is 
available, prepare a Cash 
Voucher, including accounting 
distribution and description of 

I Forward sales receipts and invoices to 
Petty Cash Fund Custodian. Forward 
Cash Voucher for approval. 

---." -! 

cash on hand plus sales slips, invoices i 
or Cash Vouchers equals the amount 
of cash authorized and established in 
the fund. Notify department head or 
local office manager of any 
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/ Local Department Head or Local 6. On a monthly bas*, review --k all disbursements Office Manager I- ------ -- ..----- -----wp--.... 

Reimburse Petty Cash Fund 
--."..-...-------- - *- ...- 

----[EN - -" - 
' 1  Prepare cash Voucher (M9300-2- 
R98). Attach all receipts. Forward to 
department head or local office 
manager. Maintain copy for 
Department records. ------ -------- - * -- 
2. Review and approve Cash Voucher. 
Forward approved Cash Voucher to 
Accounts Payable. -- - -..-- i . ---- ----.. --- - 
3. Process Cash Voucher and issue 

-... . check to Petty Cash Fund Custodian. r -- - 

Notification of Change in Petty Cash Custodian 

-- - --.- " - - ---.- 

Office 

- * 
Treasury 

manager, or Petty Cash Fund 
Custodian. Forward a copy of Petty 
Cash Funds Subsidiary Ledger to 

--"- -- 

- ----.- - ---,"...--.. -- 

Training and Documents 

Training: 

Additional Documents: 

Guideline to Request "& Reimburse Petty Cash [Attachment A] 
* Cash Voucher (M9300-2-R98) [Attachment B] 
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Treasurer 
Treasury 
Controller 
Assistant Controllers 
Corporate Accounting 
Accounts Payable 
Petty Cash Custodians 
Business Unit Financial Operations 

d 

Related Information 
r 

Petty Cash Funds - Attachment A 

Attachment A.doc 

Petty Cash Funds - Attachment B 

Attachment B.doc 

Petty Cash Funds - Attachment C 

Attachmnt C.doc 

h 
Contacts 

1 1 

"-_" _ - - -  _ - -..-- -- _ ___ _ _  X"_-_ _.""__-I -. --* --.-- _ --- --we-- 

[NAME -- --- ~ O L E  ~DEPARTMENT - - . - -  - - - -  -- - i 
j-sipes Freasury --- F a =  ------- 

i 
I - -  ---__.?._--- .."--I 

[ ~ o b e r t  Burwdl [ G r  Analyst rreasury 
." _---__ _-- - _ _ _ - - -  I---_____- _.+_-." - ' 

B ~ l l  Rothan r -- Supervisor 
--..---...--*- ---- - ----@counts Payable r *-----*-- --- - - . .--d_.-.-"-p."---...- --.... ".---- 

Farolyn White "-I=*nts Payable [ ~ ~ c o u n t s  Payable ------- - ..--"...-- 
F c a  Glem ' F o r  ~ n a l y s t  Fcoun ting Research 
r-'- -..--- -- ----- ---. ..-. 
/Amy Sheppard R e r  -'------l=nkng Research ____--_-____ _ _  ______-"_"_"__ _---...... _l_l_--. -- ...._-.-- --- ---_. -- -- ----.. - --. 
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Definitions 

It 

Revisions 
f 

The following revisions are effective 07/ 01/ 02: 

Update procedure for persoml changes 
Update procedure for process change 

The following revision is effective 12/01/03: 

Update procedure for personnel changes 

The following revisions are effective 01/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Petty Cash Funds 
Reconciliation & Analysis 

Functional Area: Corporate Cash Management 
Sarbanes-Oxley Category: Account Reconciliations 

Process Owner: Kim Sipes 
Effective Date: 11/01/00 
Revised Date: 01 /OX/ 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch iPower. 
Select "Accounting Policies and Procedurestt under the "Cormnunities" 
heading at the top of the page. 

* 

Policy Statement . 
i 

All Balance Sheet accounts for all corporations shall be reconciled using 
Reconciliation and Analysis Standards as outlined in the Reconciliation & 
Analysis of Accounts Policy. The reconciliation shall be done on a timely basis, 
which is determined according to the account standards defined in the New 
Account Set-up & Definition (Account Standards) Policy. 

h r' 

Reason for Policy 
2 

To ensure responsibility for accuracy of data within an account will be 
held by those closest to the transactions 

* To increase control of accounts 
0 To clearly define ownership of accounts providing a singe source of 

irdormation regarding accounts 

Process Flows 
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iD 

Process Description/Narrative 
3 

Frequently Asked Questions 
I 

d 

Procedure 
r 

Reconcile Accounts (CoA.9) 
----- -- --- -- 

[DEPARTMENT 
following proct'ss is perfontzed 

in BDMS (PBR - Accounting Data Set- 
up) to reflect the last period for which 
the account balance was 
verified/ reconciled. --- ---..-....-.- ------ -- 

Perform Analysis of Transactions (CoA.12) 
__ _,-- "-__" 

[DEPARTMENT - -- ---..-.--.--- -..- 

---..-...-..--- r l  Burwell --.----- -- !Treasury 2. Perform variance analysis monthly 

I 
on the General Ledger account 

i 
i I balances, as necessary. 

Perform Analysis of Financial Statements: Busiriess Unit Review (CoA.13a) 
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Perform Analysis of Financial Statements: Legal Review of Regulatory Entity 
(CoA.13b) 

, 

- 
[DEPARTMENT (RESPONSIBILITY 1- - -- ---. 

General Accounting 
as required, for their 

- - - "  ...- 

I I lvariance analysis. i 
I 

Training and Documents 

DEPARTMENT 

Training: 

Additional Documents: 

- "  - -  " -- - - -- ------ 

Who Should Know 
/ 

Controller 
Assistant Controllers 
Treasurer 
Treasury 
Corporate Accounting 

- " -  - -  - - .  - i RESPONSIBILITY - - - - -  - - 'I- - - - - -  

I 

Related Information 

Business Units 

I 

--- 

New Account Set-up & Definition (Account Standards) Policy 

Reconciliation & Analysis of Accounts Policy 

Petty Cash Funds Policy 

1. Business Unit specific Financial 
Stakment analysis is at the discretion 
of t l~e Business Unit with the 
exception of minimum analysis 
required to support Legal Entity 
analysis. The extent of Legal Entity 
analysis will be determined on a case- 
by-case basis, as required. ., ----- 
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1 

Contacts 
I 

. . . .  . . .. - - "  - . .  - -- 
NAME [ROLE - - - --.-- ~DEPARTMENT -------- - 
Kim Sipes [- k i  --- l~enior Analyst ..-. ..- I= -____- -.-------.--.-- - - - - .  . -.- -.---.. 
[~rica Glenn bn io r  Analyst kccounting Research 

l - - w " - _ " - " - " - _ _ " _  _ - -- _ -__"..------ ---- - --- --------I.- 

[ ~ r n ~  Sheppard [ ~ a n a ~ e r  pcounting Research .-.--...-----.-*---" ,.....----.- -. ----.-- --.-.--__-- ".̂  

Definitions 
A 

Revisions 
i 

The foIlowing revision is effective 07/01 / 02: 

* Update procedure for personnel change 

The following revision is effective 12/01/03: 

Update procedure for personnel change 

The following revisions are effective 01/01/05: 

Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 
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Control Environment-Administrative 
Tax Department Communication with 

Financial Management 
Functional Area: Tax 

Sarbanes-OxIey Category: Tax 
Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/01/ 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within Power as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Policy Statement 

I t  is the policy of the Cinergy Tax Department to provide senior management with a 
sufficient understanding and awareness of the Tax Department, including, mission 
statement, five-year plan, staffing, 404 compliance, planning and other issues. 

Reason for Policy 

'To ensure a protocol has been established for regular, communication regarding Tax 
Department goals, objectives, accomplishments and other issues with senior financial 
management 

t 7 

Process Flows 
2- 

None 
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This procedure describes how the Tax Department communicates with financial 
management. 

The Vice-President of Tax prepares bi-weekly reports, attends bi-weekly meetings, and 
various other meetings with upper management where tax department goals, 
objectives, accomplishments and other issues are discussed. 

Frequently Asked Questions 

Ql. Why is it important - that senior financial management have an in depth 
undexstanding; - of the Tax Deparhnent and its inner workings? 

A. An understanding of the output of the Tax Department is necessary to overall 
business planning and accurate financial reporting. Important future tax liabilities 
could be missed in the budgeting process that could negatively affect earnings per 
share. 

7 

Procedure Tax 

Tax Department communication with management 

 DEPARTMENT --- ---- "-"- ---- ~RESPONSIBILITY (ACTION _ - . _ - _ _ "- *- ___- -.-- ----,.,.-- 

1. Alex Torok prepares a bi-weekly 
report for the Vice President of finance 
on Tax Department accomplishments. r, !- 

lex Torok 
eetings where the Tax Department 

accomplishments are discussed. 

Alex Torok 

i - --- ------- ------ 



Case No. LOUb-UOI' 
KyPSC-DR-0 1-01 

, t Control Environment-Administrative Tax Department Communicatio~~ with Financial Management. Page841 of 10' 

. "-__- -- ------"" . . _ _ .. -. - - - ---.-- ^" - - - - -  - -- 
~ C T I O N  

ave Yelton 
Alex Torok 

Ian is submitted to senior management 

.' 
Training and Documents 

h o  Should Know 
A 

1' 

Board of ~irectors 
Audit Committee 
CEO&CFO 

* Tax Department 

r, 

Related Information 

Contacts 
. -  I.IXtll.-_l--17 "- ---- * I ---I_ piGi [&ole bepartment -- - " " - _ _ _ -  __ _.._̂ -- --______ -- _.-_-_p- --....I _I-.. -_-- -- _"--- ---.--...-* ".".. -" ..--..-- "" 

[ ~ l e x  Torok Fee President [Tax 
%""_ I______ -.IY--...l- ---*--I_--_- 

P ~ e c l t k o  banager -*---- F x  _- --_..- --. "-- -__."._- _ _-I-X -----.-- - - - 
Leanne cropper Fpervisor 

" . _ _ _ ^ _ _ "  ----. ---_- _-  - --*l....--l..-. - - --- 
b v e   elt ton banaeer 

- . -  " -- - 7  

F a x  
*--.,..--"- ---p..-?.- "--- -- "- " ----- 

l~rica Glenn 
--""--- - -" --.."--- \=nthg Research 

r-p - - -- - - - -- -- --- 
/ A * ~  Shepgard Wnager --- - [Accounting Research ---- - ---.-....- ,..-.--- .i 

d 

Definitions 
J 
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Revisions 

The following revisions are effective 09/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

* Update policy for Process Description/Narrative 
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Tax Compliance-Indirect 
Sales & Use Tax Return & Payments 

State of Ohio 
Functional Area : Tax 

Sarbanes-Oxley Category : Tax 
Process Owner : Deborah Larke 
Effective Date : 02/02/98 
Revised Date : 091 01/ 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "~ommunities" 
heading at the top of the page 

Policy Statement 

It is the policy of the Cinergy Tax Department to provide for accurate and timely 
filed State of Ohio Sales and Use Tax Returns and Payments. 

f 

Reason for Policy 
J- 

To ensure procedures are in place to accurately complete and file the State of 
Ohio Sales and Use Tax Returns and Payments 

ocess Flows 

.J 

Process Description/Narr;?tive 
1 
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The Tax Department is responsible for filing the Ohio indirect sales and use tax 
return to comply with Ohio state law. Cincinnati Gas & Electric holds a direct 
payment permit in Ohio and is responsible for self assessing use tax on taxable 
purchases for which sales tax was not paid. The use tax is calculated in the 
accounts payable system and the material inventory system on taxable purchases 
and accrued in account 236520 - accrued Ohio sales and use tax payable. 

In the Tax Department the Tax Clerk runs a query of the use tax accrued for the 
account listed above, enters the data on the tax return and prepares a wire 
request. The Tax Supervisor reviews everything and signs the tax return and the 
wire request. After copying the return the Tax Clerk mails the return to the State 
of Ohio by the return due date. The Tax Clerk sends the wire request to the 
Treasury Department. The Treasury Department wires the amount to the State 
of Ohio by the return due date. The sales and use tax return is due on the 23rd 
day of each month for the preceding calendar month. 

Frequently Asked Questions 

Q1: What is the sales tax rate in Ohio? 

A: The state rate is 6% but each county adds their own rate in addition to the 6%. 
For example Hamilton County adds 1% for a total of 7% sales tax. Contact the tax 
department for additional rates in other counties. 

Q2: Is the CG&E companv tax exempt? 

A: No, CG&E holds a direct pay permit in the state of Ohio which allows them to 
remit any tax liability they owe directly to the state instead of their vendors. 

Procedure 

Procedure for preparing State of Ohio Sales & Use Tax Returns and Payments 

I 
" -___ I__  - _ _ _ _ _ _ _ _  _p___I__-- _--- 

Tin? Thomas r of sales tax calcuIation on 
purchases and material 

I and distribute to Tax, 1 - - - -  -__-------_--.-------,..---- .--..- ---. - ---J 
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Patricia Colvin (FRT) to obtain 

- ..--.-_" -".-. -- ---- _-_-_-. ----" - . - -.- - --..,...-- 
Patricia Colvin 4. Generate an Excel printout of the 

wire payment request form. 
-*- .----.- - -- .----- --...- I--- ---.-- - -- - 

Department 

- ---- 
Tax Department Patricia Cohin 

Payable upon approval. -. 
7. Review the return, RFP, and 

8. By the 23rd of the month, review 
and sign the RFP and the return. 

4 I 

Training and Documents 
2 * 

Who Should Know 

0 Vice President Tax 
Tax Director 
Tax Supervisor 

* Tax Clerk 
IT 
Treasury 

0 Accounts Payable 

 elated Information 
J 

f 

Contacts 
d 

-- -.------- "-- 
~ M E  vv-- ---- DEPARTMENT --" - - , - - p - - - .  .-.-.-.--Ccc -..---&.'.",.----- - -- J 

- 3  - 
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* .- -.. . *..__ 

.. . -" - ----- --- 
[ ~ l e x  Torok Fi ie  President F a x  

" _ - - _ _ _ I _  __ -- - - - - - .-.-- - - - 
/Deborah Larke Frector [Tax 

'~im -.. Kerr - - --I-&- - - /Tax- 
Patricia Colvin .- "- --- -- ?3Gr- --- 
Debbie Roetting --/Administrative ~ s s i s t a n r  (Tax -- 
Erica Glenn - -- 1 '  - - Accounting -. - - Research 

I ~ a n a ~ e r  -. v - 

Definitions 

L T 

Revisions 
i 

The following revisions are effective 09/01/05: 

Update procedure for Process Changes 
Update procedure for Personnel Changes 
Update Who Should Know 

* Update Contacts 
* Update policy for Process Description/Narrative 
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Tax Compliance-Income 
Ohio & KY Income/Franchise 

Tax Return & Payment 
Functional Area: Tax 

Sarbanes-Oxley Category: Tax 
Process Owner: Deborah Larke 
Effective Date: 02/02/98 
Revised Date: 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

L 

Policy Statement 

It is the policy of the Cinergy Tax Department to accurately compute and file 
state tax returns and payments. 

Reason for Policy 

To ensure procedures are in place to accurately file and compute state tax returns 
and payments 

L 9 

Process Flows 
6 

None 



Casc No. 2UU6-UU17t 
KyPSC-DK-0 1-004 

Tax Campliance-Income Ohio & ICY I n c o m e / F r ~ s e  Tax Return & Payment Page 848 of 1026 
- . . . . * ,  . -  - 

This Procedure covers the filing of Ohio and Kentucky Income/Franchise tax 
returns and payment of relevant taxes. The Tax Department is responsible for 
filing tax returns and paying related estimated tax payments to the states of Ohio 
and Kentucky. In general, the returns are required for Cinergy entities either 
doing business or authorized to do business in these states. Cinergy files a 
combined Ohio return for certain Cinergy corporate entities and divisions 
authorized to do business, or actually doing business, in Ohio. A consolidated 
state income tax return, which includes all Cinergy domestic corporate entities 
and divisions, is filed in Kentucky. 

The process involves gathering and entering data, printing, and review of final 
returns. To start the process, the Analyst reviews prior year returns for any 
unusual items or notes that have been previously recorded. 

In Ohio, the combined return is due on or before January 31. For each Ohio 
entity, at least one-third of the tax payment is due on or before January 31, March 
31, and May 31, respectiveIy, of the year in which the return is due. Remittance 
of the first estimated payment, along with filing Form FT 1120E, extends the due 
date of the final return to March 31, Remittance of the second estimated 
payment, along with filing Form FT 1120ER extends the due date of the final 
return to May 31. Remittance of the third estimated payment, along with filing 
Form FT 1120EX, extends the due date of the final return to October 15. 

To prepare Ohio estimates, the Tax Analyst obtains the yearend balance sheets 
and the Federal accruals for each Cinergy entity required to be included in the 
combined Ohio filing. An estimate of apportionment factors, along with 
estimates of required additions to/subtractions from Federal income, is obtained 
from various sources, including prior year tax returns. This information is input 
into a pre-formatted Excel spreadsheet, which calculates the estimated tax 
liability due after previous payments and credits. The estimated tax liability is 
input into another spreadsheet, which generates requests for payments ("RFP"). 
The worksheet calculating the balance due, along with RFP's are 
reviewed/approved by the Tax Supervisor and payments are either wired or 
checks are mailed (by.certified mail), along with the appropriate Ohio estimate 
forms. 

For Kentucky estimates due on June 15, September 15, and December 15, the Tax 
Analyst obtains the consolidated year-to-date Federal accruals; estimates any 
required additions/subtractions; and, applies an estimated apportionment 
percentage to calculate estimated Kentucky consolidated taxable income. The 
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Analyst annualizes this income to calculate the appropriate Kentucky tax. The 
prorata portion of the annualized tax is compared to payments already made to- 
date to come up with the estimated quarterly payment due. The Analyst 
prepares an RFP, and submits the estimate and RFP to the tax supervisor for 
approval. The Tax Supervisor reviews the estimate calculation and approves the 
RFP. The Analyst mails the estimate form, along with a check, to Kentucky by 
certified mail. On the following April 15, the Analyst estimates consolidated 
Kentucky taxable income, computes an annual tax, and mails any balance due to 
Kentucky by certified mail. 

After completion af the Federal returns, and before the extended due date, the 
Ohio and Kentucky returns for each separate tax paying entity are prepared by 
utilizing the RIA tax compliance software system. The completed Federal return 
provides the basis from which the Ohio combined and Kentucky consolidated 
returns are generated. The Analyst prepares tax workpapers, including a copy of 
the Federal return, detail of state additions/subtractions to or from Federal 
taxable income, and detail of payroll, property and revenue factors used to 
apportion Federal income and capital to the states. The Analyst also accumulates 
detail for any tax credits. After reviewing these items for reasonableness, the 
analyst inputs or corrects these items in the RIA system. All informational 
questions are completed in the state input screens of the RIA system. Separate 
state returns are calculated and printed for each Cinergy entity required to file in 
the respective state. The separate returns are cross referenced to the workpapers 
prepared for each filing entity. All current year separate returns are compared to 
prior year returns for reasonableness. 

Once the Tax Analyst is satisfied with the completeness and accuracy of the 
separate state returns, these separate returns are combined (for Ohio) or 
consolidated (for Kentucky) in the RIA software system. The Analyst prepares 
summary consolidated tax workpapers to support the amounts in the 
combined/consolidated state returns. The combined/consolidated state returns 
are cross referenced to the tax workpapers; and reference copies of the 
cornbined/consolidated returns are printed for the file. If the 
combined/consolidated return shows a balance due, the Tax Analyst prepares an 
RFP. The Tax Analyst submits the separate company and consolidated tax 
workpaper file to the assigned reviewer, who reviews the workpapers, the 
reference copy of the returns, and the RFP's. The Tax Analyst clears any 
reviewer points and prints a combined/consolidated return for signature of an 
officer. The signed returns along with any balance due are submitted by certified 
mail to the appropriate tax authority, 

' ~ x e ~ u e n t l ~  Asked Questions 
# 

i' 
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Q3: Who files these returns? 

A: Corporations doing business in these states. 

42: What is the basis for the tax? 

A: In KY the tax is based on taxable income apportioned to that state. In Ohio 
corporations pay the tax based on the higher of a net income tax or net worth tax. 

43: What are the tax rates? 

A: In KY the tax rates are graduated from 4% to 8.25%. In Ohio the net income 
tax rate is 8,5% and the net worth tax rate is 4.00 mill. 

Procedure 
I 

Procedure for Preparing Estimate Payments - Ohio 
--. - - 

[DEPARTMENT -- RESPONSIBILITY [ACTION 

Analysts 

----. 

Analysts 

- -- --. 
Excel printout of wire 

for Cinergy Corp. ---- .---- 

I lapprova~. ---.. 

(various Analysts and Senior 14c. Fax completed wire payment 
l ~ n a l ~ s t s  Irequest form to Treasury upon 

I I approval. I " -  . --.  ax Department l~arious Analysts and Senior [ 4 m * e  request for payment 
Analysts 'form and hand deliver to Accounts 

Payable upon approval. Note. A11 of 
these tasks completed by 1/31,3/31, 
5/31. 
r-"----- -- ----...-- -- 

Tax Department r 5. Reconcile estimated payment to 
Iprevious liability. Note: 771ear tasks - ---.l__l_ __*- _-_ .--...".....----- -. " -------_ -- *.-- -- .------* 
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1 I Icorrespondine: couion; Note: This task I 

- --- -" . - -- -" " - - " - ---" - - .  

I . .. -. - .. , I  - - - - -  I competed _. I by 1 ~ 1 ~ 3 ~ 1 ~ 5 . 1 .  
l ~ a x  Department l~arious Analysts and Senior 17. Prepare JE for net worth taxes if 

conipleted by 1/31,3/31,5/31. 

6. Prepare and mail payment and 

f 

Procedure for Preparing Estimate Payments - Kentucky Companies 

I 

Analysts 

- .-- _ _ _ I  

/DEPARTMENT [RESPONSIBILITY WON -- .--- -- 
hard copy of current 
for all companies. - -.-- 
a hard copy of k e  YE KY 
all corporations on a 

-----*- -- 

iTaxe&rrment--- I 

- .-- 
Jim Kerr 

.-------.- - - 

Tax Department - l~ebbie Roetting 

necessary, Forward JE's to Jim Kerr 
for review. Note: These tnsks completed 
by 1/31,341,5/31. 

Procedure for Preparing Returns - KY Extension 

---r"""----- _- _-_l_i___-- -.-- - 8. Review and approve JE using the 
PBR tool set. Note: ?%is task cortrpleted 
by 2/31,3/31,5/32. I 

"--_ _ - _ _  __ -__-_I l - - . .~. . ._. l  ---.._-_ __" _---* "--..- . 



<:ase No. 20U6-001n 

Tax Compliance-Income Ohio & KY lncome/Franchk Tax Rehun & Payment KyPSC-DR-O1-~4 
Page 852 of 1026 

, . .., - * .  - 
- - "  -  DEPARTMENT 

......---------- 
~RESPONSIBILITY /ACTION- - ----- -- --- - - 

Tax Department r Various Analysts and 1. Calculate liability based on YE KY 
' Senior Analysts Accrual by 4/15. - ---- r - .----...-- -- --r ---- -- - ----."- 

i Tax Depar tmenl. the request for payment 
and hand deliver to Accounts Payable 

-- -- -. -- -." by 4/15. - .----------- . 
Jim Kerr 

Senior Analysts 

and copy of Federal extension by 
4/15. 

Procedure for Determine Apportionment Factors 

-- 

----- .-"...-". -..*----- 

lease payments by company and 
distribute to Tax. .-- 

regulated revenue by company by 
state and distribute to Tax. 

"- ---.--.- 

Non-regulated companies revenue by 
company by state and distribute to 

'~nalyst, various lg. Reconcile G/L for applicable 
revenue accounts for all companies 
and determine their applicable 
activity. F-----p----- ----w.".---.-- -- --*--" 

l a x  Department 'Analyst, various 
---p".------------ ,------... 

Ih. Reference YE Balance Sheets and 
review the detail of asset accounts by 
state excluding the property and cash 

__I____^_ __--- _ _ - - _ _ _ .  . *.+- ___--__ _- *- ""  -------- -- -- - 
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. ," " - *  - - ." . 

I _. _-- --__ - ___ __ /accounts. - ------- 
* Folders 

1j. corporate Document officers the List in a i f  Word cinergy format 
and post on public folders in 
Microsoft outlook. 

Analyst, various 
1 

. . l . - C - ~ - * *  -.-- "-- -.- ." ---- - -._------- .-- .--- - -. lp.."X ---- - -"--".""..-----I -- 
Tax Department i 2. Calculate apportionment factors by 

entering input data into RIA which 
automaticalIy calculates the factors. 

- _ . _  .....-_-- "--*" -----".""--..-- "" "I --- . - -  -- --"-I 

Procedure for Filing the Return 

data and copy into the State Return 
Module for applicable companies 
ASAP. - "- -.-. 

printout of completed 
return from RIA and forward to the 
reviewer ASAP. ------ 

Jim Kerr 
reconcile against estimated liability. 

-- -. 

DEPARTMENT -- 
Tax Deoartment 

Training and Documents 
i 

Who Should Know 

RESPONSIBILITY '1- 
-- 

Analyst, various 11. Refresh the Federal l n z m e  Return 

Vice President Tax Payroll 
Senior Analyst Treasury 

o Tax Analyst * Bulk Power 
Tax Supervisor RBU 

B Tax Administrative * CBU 
o Corporate Accounting Legal 

Budgeting 



Lltse No. 2006-UOi 72 

Tax Compliance-Income Ohio & KY Income/Franchisc Tax Return & Payment KyPSC-DR-01-004 
Pagc 854 of' 1026 

Related 1nf ormation 

Request for Payment - Accounts Payable 

a 
Contacts 

l~ebbie  Roening l~dministrative (Tax 
" - -  -*- --'-" - - --- 1",-,---"-"--- --.. "" --+...- - -- -"- 

[Alex Torok [ ~ i c e  President \Tax _ _ -  -.---.....? --.... 
Coordinator r- ---- -- - /=tig Research 

------, --...-.-- - -  .- 
[=sheppard 
.--- --- F n a g e r  F%g Research - d  ____ __ - ---- _ _-__ - _ _"._---*- ----- - .--- 

a 
Definitions 

PBR Tool Set - Planning, Budgeting, Reporting tool.for journal entry input 

RIA - Corporate Tax Compliance System 

1 

Revisions 

The following revisions are effective 09/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update procedure for process change 
Update procedure for personnel change 
Update Who Should Know 
Update Contacts . 
Update policy for Process Description/ Narrative 
Update policy for Process Flows 
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Tax Compliance-Income 
Ohio Fixed Asset Processing 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 01/01/99 
Revised Date: 09/ 01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Policy Statement 

It is the policy of the Cinergy Tax Department to provide accountability for the 
fixed capital assets of CG&E and its subsidiaries for federal income tax purposes. 
Included are the maintenance of a book to federal income tax base reconciliation 
and the calculation of federal income tax depreciation, normal federal income tax 
depreciation, AMT depreciation, ACE depreciation, E&P depreciation, gains and 
losses, federal and stak deferrals, and the investment tax credit amortization. 

L 

Reason for Policy B 

To ensure the corporation is in compliance with the rules and regulations of the 
Internal Revenue Code as well as variaus other regulatory agencies while 
maximizing the optimal tax benefit for Cinergy 

Process Flows 

See attached Federal Return Flow Chart 
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This process covers the tax return portion of the tax depreciation process and 
relies on the tax depreciation process (see Tax Compliance-Income Tax 
Depreciation policy) for the assignment of the appropriate tax depreciation 
methods, lives, and conventions to assets acquired and recorded as Property, 
Plant, and Equipment (PP&E). The process starts with identification of new 
projects or the transfer of asset additions from the Power Plant System (book 
PP&E software module) to the Power Tax System (tax PP&E software module). 
Tax Personnel may also consult with associates in Fixed Asset Accounting and 
Business Units to obtain a clear understanding of new assets. Tax personnel will 
then review various tax resources to determine the proper tax treatment of an 
asset. 

Having established the proper tax treatment for an asset the analyst will then 
update the Power Tax software to add the asset to an existing tax class or 
establish a new tax class. The Power Tax software is programmed to properly 
track the tax depreciation based on the method, life and convention assigned to a 
particular tax class and vintage. A Supervisor or Manager will review the 

C 

update process to confirm proper application of tax depreciation rules. 

The Tax Analyst and/or Supervisor will issue various data requests to Fixed 
Assets, Treasury, Tax Compliance, and other relevant departments for rate 
changes, information on capital leases, and other non-standard asset acquisition 
information for incorporation into the tax depreciation calculations. 

The Analyst and Supervisor review Power Tax system reports for errors and 
omissions and to balance the transfer of data from the Power Plant system to 
ensure that all asset transactions have been successfully included in Power Tax. 

For assets which are currently maintained outside of the Power Tax software 
(typically these assets are also tracked outside of the Power Plant software and 
involve assets owned by small Cinergy subsidiaries) the Analyst and Supervisor 
perform essentially the same steps by updating and/or creating and reviewing 
excel spreadsheets to hack the method, life and convention for the particular tax 
class and vintage. 
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After the tax depreciation reports or schedules have been prepared and 
reviewed, tax return forms and schedules are prepared using system generated 
reports (or manual excel spreadsheets for assets tracked outside of Power Tax). 
These tax return forms and schedules are reviewed for consistency with the 
supporting documentation, 

The actual tax return activity is compared to the accrual adjustments recognized 
for the accounting period. A book-to-return (adjustments-to-actual) adjustment 
is prepared by the Analyst, reviewed by the Supervisor and then passed on to 
another Tax Accounting Analyst to be recognized through updates to the tax 
module (see Tax Accounting-Income Adjustments to Actual (Book to Return) 
policy) for more details on the adjustment to actual process). 

In addition to the annual accrual and return processes, budget and long-range 
forecast input is determine for the existing Cinergy asset base as of a specific 
point in time (typically a roll-forward of data to the end of the current accounting 
period, for example December 31st). In a manner similar to the data gathering 
process for the tax return preparation, the Analysts and Supervisor work to 
obtain the necessary information to calculate tax depreciation for both a two-year 
budget and a 5-year long range plan. The forecasting is limited to the large 
regulated companies (CG&& ULH&P, and PSI) and select large non-regulated 
companies. Both Power Tax reporting and manually prepared excel 
spreadsheets are used in developing the forecasts. These reports are prepared 
and reviewed within the Tax Accounting group. 

29 

Frequently Asked Questions 
r i 

Q1. Are there differences between an asset's book base and its federal income 
tax base? 

A. Due to differences between Generally Accepted Accounting Principles and the 
Internal Revenue Code there are basis adjustments bet-ween the book and federal 
income tax bases of an asset. Most of the adjustments are the result of the timing 
of the capitalization or deductibility of various components and overhead items. 

Q2. What are some of the differences between book base and federal income 
tax base? 

A. The major difference between book base and federal income tax base is the 
treatment of the allowance for funds used during construction (AFUDC) and 
Interest Capitalized. For book purposes these costs are included in the costs 
charged to construction. For federal income tax purposes, these costs are not to 
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be capitalized and must be reversed out of the book base to arrive at the federal 
income tax base. Other items of difference between book and federal income tax 
treatment include post-employment benefits, post-retirement health care 
benefits, and pension costs (FAS112, PAS106, and FAS87 costs). There are certain 
other items, such as construction period interest (tax interest capitalized) and 
CIAC that are capitalized for federal income tax purposes but not for book 
purposes. 

Q3. How is the federal income tax depreciable Iife of an asset determined? 

A. The IRS Code dictates the federal income tax depreciable life of an asset is 
based on its categorization into an asset class. Thus, the following must be 
determined for each asset: 1) what type of property it is, 2) how it will be used, 
and 3) what federal income tax asset class it belongs to. 

Q4. Can the use of a specific asset have an effect on its classification for federal 
income tax purposes? 

A. For certain types of assets, its classification can be dependent upon the 
intended use of the property. 

Q5. Is the depreciation calculated the same for all assets? 

A. The calculation of federal income tax depreciation is not the same for all 
assets. In fact, the same asset could be depreciated differently dependent upon its 
use, the year it went in service, what company owns it, and even how the asset 
was financed. 

Q6. How are leases handled for federal income tax purposes? 

A. A determination has to be made as to what type of lease is involved. A lease 
may be classified as either an operating lease or a capital lease. The classification 
does not necessarily have to be the same for bath book and federal income tax 
purposes. Under an operating lease, the company does not have the benefits of 
ownership, whereby, with a capital lease, depreciation or amortization must be 
calculated, 

.7 

Procedure 

Procedure for processing Ohio Fixed Assets 



Case No. 2006-UU172 

Tax Compliance-income Ohio Fixed Assel: Processing 

data whenever new applicable leases 
are entered into. -- 

Denny Wulker 

&ant and Power Tax and balance 
such data, 

rate schedules by February 

*---."". - "-- 

--- "--- 

converted book data into the Power 

r-e-- "- -..-,-*-- ---.-----.-I--c- -.------.--*>-p- *--.-.-".. " --.- ---.-- 
Tax Department /Brett 9, Generate and provide schedules 

that show the meters, transformers, 
I and installation cost adjustments for 1 

I Ireturn year. 
. ____!"-.---..----- 

/Tax/~rans~ortation / ~ r e ~  Paris - - p e n e r a t e  LG distribute " I  L t  of -______ _----____ -I"_I_ ----" -- ._-.." --.- "- -.--*---- - --_------.---" ...- - -- - 

r--p- --..-- . ----- 
,Tax Department 

tax purposes by company by March I 

15Ih of the following year. 
,---- -- -- ---- - - --- .- - - -**-- "--" ---.....-- "- -- 
Tom Hunt and distribute a report 
Denny Wulker showing percent of transportation 

costs capitalized for the prior year by , 
i i March 15th of the following year. I 

__^-_ "____ L C - - - I  --.- ---- -----̂ " - - ---- ** - -__I- .--"---.. ".."-II_I"-~ 

pransportation /Tom Rasp '1 1. Generate and distribute report 
I detailing basis, principle payments, 

I and in-service dates of leased vehicles 
to Tam Hunt/ Denny Wulker by 

1 \March 15"' of the year following the 



Case No. 2006-00172 

Tax Compliance-Income Ohio Fixed Asset Processing 

to compressed 
natural gas in the prior year to Tom 
Hunt/Denny WuIker by March 15th of 

- ---" ----.- 

Denny Wulker schedule M's from accounts and 
operating functions into the Power 
Tax functions by April 15" of the year 

I 

John Lechko 

--- 

Denny WuIker distribute to the Tax Dept. the 
necessary reports and forms to be 
used in the federal and state income 
ltax returns for the prior year. 

-_.- ---- --I( ---- ---- -* 

17. By November 15'" of each year, [ y ~ e ~ a r t m e n  
generate the adjustmenb to actual for 1 
the accruals based on the latest return 
filed and what was booked for the 
prior year accruals. .-----.- --" -.-_-------" - - - -  - - -  .- *---.- -- -- - - .-.--.-.A 

Accrual Processing 

*- - -- "_ _ ___--_I __ _ _ ___"____"_ -- _- ---- ---.---.. 1-1.-  DEPARTMENT /RESPONSIBILITY --- [ACTION ---"..-.-I 1 
j ~ax  Department - - - 'Fe  ye1 ton I%ing current year budget, the Tax / 
I I I ~ e ~ a r t m e n t  determines current year 

I les&ates for accruals. I 
-----.. - 1 .  

----" -.--- ...----..""- I -- - I- ----.-----A 

Forecast Processing , 

r ---*. ' ----  -.- -.....----~"..----".....-- * 

Tax Department 'Tom Hunt September - October (once 
Denny Wulker prior year return is complete), execute 

Power Tax for budget purposes. 
--..----- - .__X_*_I_- -_ --_ - ___"-I" --- ".._ _ - - -- .--- - - I-- -- i 

18udg;ts & Forecast -- - F m  kherschel k. During September - October, I--_ 1 I 
_ . _ _ _ _ " _ _ _ I _  __----_ -""- _ -l-pl" - - --- ."--"".."- ---- -- 4 
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Year End Accruals 

retirements for the base case - - database. ---- -- 

data to Power Tax 

system. Process Power Tax system 
and develop a current year base case 
to be used for the 10 year forecast. --- -"- - - .-k. At least 45 days prior to the due 
'date of the 10 year forecast, distribute 
latest known estimates for retirements 
by company, vintage, and function for 
the 10 years forecasted. 

-- - 

the latest known estimates of book 
depreciation by company and 
function, with Zimmer stated 
separately for all forecasted years. 

- _ - .  _ " _ ___"_" .----- __- -I--- -...."..--. --- -- 
Tax Department Dave YeIton r i - ---- -- ---"-- --- - -....,----- - -------- --- --We- - -- 

7. Forward the effective income tax 
rate by Company to be utilized for 
deferred taxes to Fixed Asset 
Accounting. 

-*--- -- ----- -..- 

year-end accruals. These reports may 
be generated from the current 10 year 

Tom Hunt 

. . . , , , . . . . , . , ^ _ l l  ---- -.-. y-------. ". . ... --. . 

[DEPARTMENT (RESPONSIBILITY /ACTION ( 

I I (forecast base case or a mare current 

__14."___1___.._~____II-). ..,-.-._L.-+--.-.. --  ̂ " 

Fax ~)eparhnent Tom I-iunt 

I Denny Wulker I i 

I 1. \case. Generate adjustments for final 

I 

.-.. ------- .... -ll--...--.tl.-.-- ..... 
1. By year-end closing, forward to the 
Tax Dept. the required depreciation 
and deferral reports necessary for the 

I 
I -___ _ " I - Iquarter/ month variances as 

8. Convert and manually enter 
converted data into Power Tax 
system, Process the system to 
generate a 10 year forecast. 

'--".--.",..----.".-I--- *" -----" ------,.- - 
9. By due date of the 10 year forecast, 
provide Budgets & Forecast the 1 
required depreciation and deferrals 1 
calculated within the Power Tax 
system for thc 10 year forecast. - ---- ...--- 

Tax Department !- 
I 

----*- "" ------- -- 

--- -- -- 

Denny Wulker 

r- "--- -- . 
Tom Hunt 
Denny WuIker 

-- ----- 
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L 

Training and Documents 

Training: 

Internal Revenue Service Code of Rules and Regulations 
Code of Federal Regulation, Conservation of Power and Water Resources, 
#I8 
Roscoe Mainframe Applicatian 
FTP file transfers 
Power Tax System 
Power Plant System 
Federal and Jurisdictional Regulatory Requirements 
Microsoft Office Software 
SQL 

Additional Documents: 

i 
Who Should Know 

Tax Department/ Vice President Tax 
0 Fixed Asset Accounting 
0 Budgets & Forecast 

Transportation 
Treasury 

* Regulated Businesses Financial Operations 

Related Information 
/ ib 

Tax Compliance Income Indiana Fixed Asset kocessing Policy 

Tax Compliance Income Tax Depreciation Policy 

! 
Contacts 
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, 
--.....-- - - *- .---- ---- -*--- - - - -- - .." 

NAME  OLE .-.-..-.---+*. --  . " - - . - ~~Z'EGCTMENT -. - - ..-- - - - .. 
Dennis Wulker l~oordina tor l ~ a x  ----. ----- *-----.*.-- - ----- -----"- - *-..--. 
I B r e n d a d e z  Fanager Fixed Assets 

_ X . " _ _ _ _ " I I _  -_ -_ ___-- --" .._"'_.....I- .- - ....---- --- -- .- -.-- -------* 

pavid Ye1 ton 
-"--- 

@imager -- F a x  ..-.----- F----- - --- ..-* 
Accounting Research r__ -- -. 

- - E k n t i n g  Research 
____"-.l_""___ " _ ~ _ _ _ _ _ _ _ _  - _...___- --_-.._- ----- -_-. - -  . --1-^ - -..------ --- -- 

I 

Definitions 

Federal income tax depreciation - Actual depreciation allowed to be deducted on 
the corporation's federal income tax return 

Normal federal income tax depreciation - Straight line depreciation on an 
adjusted federal income tax base using composite book depreciation rates 

AMT depreciation - Alternative Minimum Tax depreciation 

ACE depreciation - Adjusted Current Earnings depreciatian 

E&P depreciation - Earnings and Profit depreciation 

Deferrals - Tax effect of accelerated tax depreciation over either book 
depreciation or normal depreciation 

CIAC - Contributions in Aid of Construction 

Power Tax - The PC based computer system used to calculate and maintain the 
various types of depreciation, their accumuiated reserves, and any related 
deferred taxes 

Cost of Removal - Charges to the book depreciation reserve for the cost required 
to remove a unit of property from service; these charges are expensed for income 
tax purposes 

Salvage - Any remuneration received on the disposition of property 

Schedule M's - These are items that create differences between the book 
depreciable base and the federal income tax depreciable base; these items are 
capitalized for either book or federal income tax depreciation, but not for the 
other 
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Construction Period Interest - Interest costs that have been paid or incurred 
during construction that is applicable to real or tangible long lived personal 
property; it must be capitalized for federal income tax purposes 

RAR - Revenue Agent Adjustment 

Revisions 

The following revisions are effective 01/ 01/04: 

Update procedure for personnel changes 
Update procedure for process changes 
Update who should know 
Update contacts 

The following revisions are effective 04/ 01/ 05: 

* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

* Update policy for Process Description/Narrative 
* Update policy for Process Flows 

The following revision is effective 09/01/05: 

Update procedure for personnel changes 
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Tax Systems-Income Schedule L-2 
Federal Income Tax Return 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/ 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

It is the policy of the Cinergy Tax Department to provide in-house tax systems that are 
accurate and in a f o m  needed by the Tax Department. 

L 

Policy Statement 

eason for Policy 

i 

To ensure procedures are in place to ensure that content in in-house tax systems are 
accurate and in a format needed by the tax department 

I 

Process Flows 

None 

R. 

Process Description/Narrative 
i 
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Schedule L-2 summarizes adjustments on the return and compares them to accruals. 
Current year and prior year adjustments will be shown for reviewer comparison 
purposes. The Schedule L-2 is also used in preparing the adjustments to actual after the 
return has been filed. 

The accrual column can be completed before the return is completed by entering the 
amounts from the tax calculation (from BDMS Closing reports). After these amounts are 
entered the accrual should tie out to the "Total of Schedule M Items" line at the bottom 
of the L-2 verifying all amounts were entered correctly. 

Upon completion of a11 analysis for Schedule M's, these amounts are entered into the 
L-2 for the entity. In some cases these amounts automatically pull from the schedule L- 
1. Once all M's have been entered, the analyst will be able to verify the accuracy by 
tying out total Schedule M's at the bottom of the L-2. A secondary check can then be 
made by taking the difference between the book income from the LER and the taxable 
income from the LI1. The difference should equal the total Schedule M items reported 
on the L-2. 

A final Form L-2 should be referenced with who prepared, date and time prepared, 
filename, and be signed off by the preparer. All final Form L-2s should also have 
reviewer's initials signifying completed review. A cell with file path should also be 
included for easy document retrieval. 

Frequently Asked Questions 

Q. What is the result of failing - to review in house tax systems? 

A. A failure to review in-house tax systems can lead to inaccurate output data that 
results in over or under reporting of income on the federal tax return. 

4. 

Procedure 
r 

Pracedure for Schedule L-2 
- ---..-- --- 

~EXRTMENT FESPONSIBILITY ---- - .--- 
I--- ---? --" ---- - - - - ---- 

$ax Department Tax AnaIysts, various I,-2 is used to tie out the 

I djustments on the return to the accruals 
and reconcile them accordingly. More 

I (importantly it is used in preparing the 

I !adjustments to actual after the return has 

----- been filed. _- - _ _ - - _ _ _ _ _ _ _  -.._- "- -.-- .--_--." - I--- 
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ccuracy by tying out total schedule Ms 
t the bottom of the I,-2. 

. ~___I__I1_I_Y -_-. .-_------ 
ax Analysts, various A secondary check can then be made 

y taking the difference between the book 
LER and the taxable income 

om the L-1. The difference should equal 
schedule M items reported on 

Training and Documents 

Who Should Know 

Vice President Tax 
Tax Managers 
Tax Supervisors 
Senior Analysts/ Analysts 

Related Information 

L 

Contacts 
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, Amy Sheppard ;Manager kccounting Research 
- - - -  - .  - "  -- --- 

" - 

- . .  - 

Definitions 

Name ---- ..- .-1 
Alex Torok 

BDMS - Business Data Management System 

I~ept  Role -- -----.- --_.----- 
Vice President 

t 

Revisions 

- -- .--- - .*----...- - --- - -- --* --- r -- -_-. - -. . ----- -.".--".". 
Jim Kerr fSupervisor 

---.,--.."-- ..--..---... 
p i x  

" - --- __-A_ ---._ -I-" - ""_ _-.----."- 
Brett Faris 
-p__-_I- _ ---- - b%+zG-- - ---.....-..- - F x  ---- " ------- -.. 
Erica Glenn bordinatar kccounting Research --me- - ------ - ---.-- -- I------------ 

The following revisions are effective 09/01/05: 

a Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy fox Process Description/ Narrative 



Tax Compliance-Indirect Sales & Use Tax Returns & Payments State of Kentucky 
UaSe NO. tUUb-001 IL 

K yPSC-1)R-OI -004 
Page 869 of 1026 

". .. ,.*-. m e . - -  

Tax Compliance-Indirect 
Sales &Use Tax Returns & Payments 

State of Kentucky 
Functional Area: Tax 

Sarbanes-Oxley Category: Tax 
Process Owner: Deborah Larke 
Effective Date: 02/02/98 
Revised Date: 09/ 01,' 05 

All accounting policies and procedures a n  be found on the Accounting Policies 
and Procedures community within Power as follows: 

w Launch irower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

olicy Statement 

It is the policy of the Cinergy Tax Department to provide for accurate and timely 
filed State of Kentucky Sales and Use Tax Returns and Payments. 

Reason for Policy 

To ensure procedures are in place to accurately complete and file the State of 
Kentucky Sales and Use Tax Returns and Payments 

4 

Process Flows 

None 

Process Description/Narrative 
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The Tax Department is responsible for filing the Kentucky sales and use tax 
returns to comply with Kentucky state law, Cincinnati Gas & Electric (CG&E) 
and Union Light, Heat & Power (ULH&P) each hold a Kentucky direct payment 
permit and are responsible for self assessing use tax on taxable purchases for 
which sales tax was not paid. The use tax is calculated in the accounts payable 
system and the material inventory system on taxable purchases and accrued in 
account 236530 - accrued Kentucky sales and use tax payable for both CG&E and 
ULH&P. Sales tax is incurred when taxable property is sold or taxable services 
are performed in a state or county. Sales tax is charged on taxable sales in the 
customer billing system and accrued in account 241110 - sales tax payable to 
Kentucky. 

In the Tax Department the Tax Clerk runs a query of the sales and use tax 
accounts listed above for both CG&E and ULH&P, enters the data on the tax 
returns and prepares the wire requests. The Tax Supervisor reviews everything 
and approves the tax returns and wire requests. After copying the returns the 
Tax Clerk mails the return to the State of Kentucky by the return due date and 
sends the wire requests to the Treasury Department. The Treasury Department 
wires the amounts due to the State of Kentucky by the return due date. The sales 
and use tax return is due on the 25th day of each month for the preceding 
calendar month. 

Q1: What is the sales tax rate in Kentuckv? 

A: The tax rate in Kentucky is 6%. 

Q2: Are ULH&P and CG&E tax-exempt companies? 

A: No, they hold a direct pay permit in the state of Kentucky, which allows them 
to remit any tax liability they owe directly to the state instead of their vendars. 

Procedure 
I 

Procedure to prepare Kentucky Sales & Use Tax Returns and Payments 

.. , -- 
DEPARTMENT ~ESPONSIEILITY -N--- 
Tax --Fa= colvin - - - l s e r a t e  a copy of CSS 61 CMS -- ....-- -.--.---- ----. 
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this inforntation by the 10rlf workitlg dny. 
---* ----. --*---.---. 

Tim Thomas lb. Generate a report that contains a 
listing of sales tax calculation on 
current purchases and materials 
withdrawals. Note: Distribute this 
infornlah'on to Tax by the 10!jt working 

---- -- --- I I. -- --- .----.-- ----" 
Patricia Colvin G/L queries (FRT) to 

obtain balances and reconcile current 
month activity by the 14" working 

,_---- "- ---.-.- ..--.----...."~-"-. I---- r -' 2. By the 14" working day, transfer r i Z c 0 1 v i n  
balance data into Excel worksheet, 
balance with G/L, and resolve special 
account activity. 

-.-- v- -- --. 

request form. 

Fax completed wire payment 

------ 

month, review return and supporting 
worksheet, RFP, and applicable G/L 
accounts for accuracy. 

and sign the RFP and the completed 
return. --- - - --- 

_ _ _ _ _ - . _ _ _ _ _ _  , - . -  _ _I___~--~-- "-....~"-..I-"*- -- -- . -".- 

- 

Training and Documents 
C 

Who Should Know 

Supervisor Tax 
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. Tax Senior Analyst /Analyst 
TaxClerk 
Tax Administrative . IT 
Treasury 
Accounts Payable 

elated Information 

Contacts 

\30dy Cain 
* . --- ..-" +""  " - (senior Analyst - - " - -  Pax 

l~ebbie Roetting - -  I _ -  Administrative . . _ -.-. ITax --- 
G ~ l e n n  li5G%G'Gr (~ccount in~  Research ----- -.-- - I_(_"-.-"__ -- ---I_I1_ "--.I 

[Amypheppard - - - -  
-"-?-"- - ---panager ---"----IG&ting Research 

--." --- --"--?" - ----- ---- 
J 

Definitions 

CMS- Customer Management System 

CSS - Customer Service System 

Exempt Customers - Customers who are not required to pay tax 

Charge-offs - Elimination of Unpaid Accounts 

Recoveries - Receipt of payment of previously charged off account 

Unaccountable Taxes - The difference between tax calculation on total utility 

sales and individual accounts due to rounding. 

- 
Revisions 

The following revisions are effective 01/01/04: 
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Update procedure for Process Changes 
Update procedure for Personnel Changes 
Update Who Should Know 
Update Contacts 

The following revisions are effective 09/ 01 / 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy for Process Description/Narrative 
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Tax Compliance-Indirect 
Vendor Sales &Use Tax Returns & 

Payments State of Ohio 
Functional Area: Tax 

Sarbanes-Oxley Category: Tax 
Process Owner: Deborah Larke 
Effective Date: U2/ 02/98 
Revised Date: 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Launch iPower 
* Select "Accounting Policies and Procedures" under the "Communities" 

heading at the top of the page 

4 

Policy Statement 
A 

It is the policy of the Cinergy Tax Department to provide for accurate and timely 
filed State of Ohio Sales and Use Tax Returns and Payments. 

Reason for Policy 

To ensure procedures are in place to accurately complete and file the State of 
Ohio Sales and Use Tax Returns and Payments 

Process Ff ows 

None 

Process Description/Narrative 
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The Tax Department is responsible for filing the Ohio vendor sales and use tax 
returns to comply with Ohio state law. Sales tax is incurred when taxable 
property is sold or taxable services are performed in a state or county. Sales tax 
is charged on taxable sates in the customer billing system and accrued in account 
241110 - sales tax payable to Ohio. 

In the Tax Department the Tax Clerk runs a query of the sales tax accrued in the 
account listed above and enters the data onto the tax return and prepares a check 
request. The Tax Supervisor reviews everything and signs the tax return and the 
check request. After copying the return and the check (issued by accounts 
payable) the Tax Clerk mails the return and check to the State of Ohio by the 
return due date. The sales tax return is due on the 23'd day of each month for the 
preceding calendar month. 

Frequently Asked Questions 

Q1: What is the sales tax rate in Ohio? - 

A: The state rate is 6% but each county adds their own rate in addition to the 6%. 
For example Hamilton County adds 1% for a total of 7% sales tax. Contact the 
Tax Department for additional rates in other counties. 

Q2: What is a Vendor's License? 

A: A vendor's license permits a company to make sales or perform taxable 
services in a particular state or county. We collect tax from our customers and 
then remit it to the state through our vendor's license return. 

Procedure 

Procedure to prepare State of Ohio Vendor Sales & Use Tax Returns and 
Payments 

- -- 
JDEPARTMENT .---- 

-"-**"--.---".- - - - -- - - 
query to BDMS to obtain 

Ohio saks tax colfected 
to the 241110 account by 

i 
I 

--- --.. ---- - - ---" - -..-- --. 



case NO, LUO~-UVI IL 

KyPSC-DK-o 1-004 
Tax Compliance-Indirect Vendor Sale8 & US? Tax Retuns & Paymen& State of 0hio Page 876 of 1 026 

---- 
_ _  ..-" .- _ _ _ " " I - " -  - - l ^ _ ^ " _ -  ^ -  ."-- 
Tax 3. Complete the request for payment 

form and hand-deliver to Accounts 

1 ]J?ayable upon approval. 
Tax 4. Review worksheet/ return, RFP, 

and applicable G/L accounts for 

I '.---- - 
of the month, review 

and t l~e return. 

- "I.-___ __-- .-_ ----- - .- .---__...---~-'.--...-^" ---- - - 

Training and Documents 
; 

Who Should Know 

Tax Supervisor . Tax Senior Analyst 
Tax Clerk . Accounts Payable . 

L 

Related Information 
3 i 

Contacts 
-- r--- & --.---- r ----..--....- - - I 

/ ~ a m e  jRole [Department ---w -- --- - 
[~ im Kerr bupervisor -- ----- -------, --- -w..-.--" ---.-"-I- C--- ----I ..-...."."--. --" I..--- "- I--- -- ----I - "---""' 
[~atricia Colvin l~lerk \Tax 

.7 - 7--- --- I 
l ~ o d y  Cain l~enior Analyst [Tax 

l~ebbie Roetting (Adminishative Tax ___-- _ ...---. - ---F"-"--------.".-------__- "111"1*"~1 --- ----_- -.I_-- - - -  -- 1 

Erica Glenn I~oordinator bccounting Research ~ - - - . .  " -.-.-- - -. .- -.--....--- .* -----------.* --. b m y  Sheppsrd banager /Accounting Research ---- - -_l__l_~l___l___ ----, *I _ _ _ - I _ _ . . . L X I " - ^  ---.... - -1- 

Definitions 
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G/L Account 241110 - Sales Tax Collected and Payable 

Gross Sales Tax - Total Sales Tax 

6 

Revisions 

The following revisions are effective 01 /01/ 04: 

e Update procedure for Personnel Changes 
Update procedure for Process Change 
Update Who Should Know 
Update Contacts 

The following revisions are effective 09/01/05: 

* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy for Process Description/Narrative 
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CINEIZ~CY, 
Tax Compliance-Income 

Elections, Statements, Forms & 
Disclosures 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/ 01/ 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPnwer as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" undq the "Communities" heading at 
the top of the page 

Policy Statement 

It is the policy of the Cinergy Tax Department to make complete, accurate, and timely 
filing of the federal income tax return. 

Reason for Policy 

To provide for procedures to ensure all elections, statements, forms and disclosures are 
included with the federal tax return when it is filed 

Process Flows . 

See attached Federal Return Flow Chart. 

Federal Return.vsd Federal Return. ppt 
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The process far elections and statements is an important part of the federal return 
preparation because it allows Cinergy to make necessary elections or notify the Internal 
Revenue %rvice of any significant transactions that require discIosure. The process for 
preparing elections and statements starts by reviewing the prior year's elections and 
statements so that all necessary statements are carried forward. Checklists in the 1120 
deskbook and the CGH toolkit for elections and statements are also reviewed for any 
new legislation or elections that may have not been necessary in the past. These lists are 
sent to Tax supervisors, preparers, Tax managers and Tax plant for review, in order to 
get input on the necessary statements or elections that need to be prepared. The return 
preparer is the most informed analyst with regard to the individual returns, and has 
primary responsibility to identify new elections and statements. 

Copies of the prior year elections and statements, as well as the checklists, are included 
in the current year election and statement binder. The preparer will also evaluate the 
quarterly lists of company organizational structure to determine if any entities have 
been created or dissolved in the year which would require a statement. If any new 
companies have been created, the legal depar'rment~will provide the supporting 
information necessary to prepare the statement. 

Any mw elections and/or statements that are identified as a result of this review will 
be discussed with the responsible party to gather any supporting information. 

Once the information is gathered, the preparer will draft all elections and statements. 
The Tax supervisor will then review them for accuracy and completeness, and 
determine whether all necessary statements & elections have been included. 

Q1. What is the result of filing an incomplete federal tax return? 

A. A failure to file a complete federal tax return could result in substantial penalties to 
the corporation, and lost opportunities to reduce future federal income tax liabilities. 

Procedure for identifying elections, statements, disclosures, and form to be included in 
the federal tax return 
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xample, corporate dissolutions and 

--- 
t, 2. At year-end, various Tax Department 

Analysts, various personnel discuss with Tax supervisors, 
corporate activity for the year. Supervisor 
reviews all legal notices from the year 
and corporate organization chart from 

publications and current tax laws to 
determine the statements and elections to 

ith the current year return. 

a self-review. Copies are made 
ments and elections and are 

tement and Elections are then 
ith the final return. - --.- .--p-"--L..,.".- 

Fax Department. 

ompany transactions, and determines 

ll elections, statements, forms and 

Training and Documents 

I 

Who Should Know 

Vice President Tax . Tax Director 
Tax Managers . 
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' t 

0 Tax Supervisors 
Senior Analys~/ Analysts 

7 

Related Information 

Tax Compliance Income Consolidated Federal Return Policy 

h 

Contacts 
.f 

Definitions 

"-- - 

BDMS - Business Data Management System 

Revisions 
2 

Department 
Tax 

Name  ole .- 

The following revisions are effective for 09/ 01 / 05: 

Alex Torok 

Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 

Update policy for Process Description/ Narrative 
Update policy for Process Plows 

vice President 
Becky Arbino 

- 
Analyst ax 

Brett Faris Dupervisor ax 
---.-- 

Erica Glenn kaordinator bccounting Research ------ 
Amy Sheppard anager -- bccounting Research 
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Tax Compliance-Income 
Consolidated Federal Return 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

ProcessOwner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures cornunity within iPower as follows: 

0 Launch iPower . Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

d 

Policy Statement 
2 

It is the policy of the Cinergy Tax Department to make a complete, accurate, and timely 
filing for the federal income tax return. 

keason for Policy 

To ensure procedures are in place to accurately prepare, complete and file the federal 
tax return 

b 

Process Flows 

See attached Federal Return Flow Chart 

Federal Return.vsd Federal Tax 
Return. ppt 
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This Procedure covers the filing of all Federal Income Tax Returns. The process 
involves gathering and entering data, printing, and review of final returns. 

To start the process an Analyst reviews prior year returns for any unusual items or 
notes that have been recorded. The current year 10k will be reviewed with particular 
attention paid to notes highlighting significant changes to balance sheet accounts, legal 
matters, contingencies, and forward looking statements, for tax consequences. The 
monthly accounting closing issue list will also be reviewed and any items which may 
impact federal income taxes will be investigated. 

The Analyst will then obtain the final G/L from PER through a query. Certain itcms 
such as LER, dividends, taxes, and BIBT will be summarized at the bottom of the 
worksheet with BIBT cross-referenced to the Tax Module. Balance sheet accounts and 
income accounts are summed. This is done to verify the balance sheet balances and that 
no accounts have been excluded from the report. 

Accounts are then reviewed to determine if all material adjustments have been 
accounted for. Materiality will vary from entity to  entity but materiality is typically set 
at the lesser of 5% or $500,000. This is a general guideline to determine which accounts 
are subject to additional review. The preparer will also subjectively look at the 
individual accounts, as certain accounts such as reserves and prepaids are more likely 
to generate a book/ tax difference. Particular attention will be paid to new accounts. A 
brief explanation will be written for each adjustment and its corresponding account(s) if 
there is a material variance from accrual. This description will describe why the 
variance occurred. For certain entities an analysis is prepared detailing the largest 
adjustments for the past three years. 

Next the Analyst will prepare M workpapers. The procedure for completing individual 
schedule M adjustments makes up the majority of the federal return preparation I 
process. Each adjustment has its own distinct process. Documentation and guidance 
on the individual tax adjustments can be found under the corresponding M tab for each 
entity. A federal income tax return information request will be sent out for 
miscellaneous M adjustments. This will request all information that is maintained 
outside the tax department. Therefore, some M s  will not be able to be completed until 
this information is received. When M workpapers or other workpapers in the return 
are finalized, the preparer will sign off and date the workpaper to notify the reviewer 
that the preparation process is complete and the item is ready for review. All M 
adjustments will be carried to the L-1, L2, and Master L-1 schedules. 

The Analyst will then enter return data into RIA Insource the tax compliance software. 
After all adjustments have been entered the Analyst verifies that the return is in 
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balance. The return must be in balance before moving on to any more adjustments or 
entering depreciation into the system. The Analyst agrees form 1120, pg. 4, schedule M 
taxable income to the individual entity Ll and the Master L-1. Once the final return 
has been prepared and printed, the preparer will forward the return to the assigned 
reviewer for review and sign off, 

The reviewer will review the prior year return for any carry forward notes pertaining to 
the current year. The reviewer will read the filed 10K with particular attention paid to 
notes highlighting significant changes to balance sheet accounts, legal hatters, 
contingencies, and forward looking statements for tax consequences. Monthly 
accounting closing issue list will also be reviewed and any items which may impact 
federal income taxes will be investigated. Next the reviewer will review the balance 
sheet and income statement and all explanations for significant variances documented 
by the preparer, materiality, risk analysis workpapers, and new accounts. Next, the 
reviewer reviews schedule M adjustments. This is the most significant portion of the 
review process. Each individual tax adjustment is reviewed for completeness, 
consistency, cutoff, accuracy and variance from accrual. The underlying transaction 
originating the M is reviewed to ensure that a current year tax adjustment is reviewed 
in connection with the balance sheet review and new account review to ensure 
completeness. As changes to accruals are identified, the issues are to be communicated 
with the tax accounting group so that monthly accruals can be updated to reflect the 
changes. Any errors or corrections identified as part of this review process are 
communicated to the preparer on the green "Reviewer Point Sheets." The preparer will 
re-analyze the identified issues and make the necessary corrections, and then re-submit 
the tax adjustment to the reviewer. This process will be repeated until the tax 
adjustment is satisfactorily completed. When the review of the individual tax 
adjustments is complete, the review is acknowledged with signoff and date. The 
reviewer will then review the L-1 and L-2 and signoff and date each when complete. 
Once the reviewer has determined that the return is accurate and complete, the 
reviewer will sign off and date. The reviewer is always independent of the preparer. 

Upon completion of the review, the tax return and all related tax workpapers will be 
filed in the binder in corporate entity number order. These workpapers are then made 
available to the Vice President of Taxation during review of the finalized consolidated 
return. 

T 

Frequently Asked Questions 

Q1. What is the impact of failing to periodically review the procedures and processes to 
prepare the federal return? 

A. A failure to review and update the procedures and processes of preparing the 
federal return could result in improper preparation, which could result in substantial 
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misstatement of current and deferred tax liabilities on the company financial 
statements. 

Procedure 

Procedure for preparing the federal return 
. . 

RESPONSIBILITY 

n made. 

f G K p Z G e n t  
Brian Neiheisel 

I 
- - - - I _  ...-_-. ~I.-------III 

beturn, ---- 

@ax Department ecky Arbino out the C/L in PBR, by 
company and leaving 

blank. A two year 
omparison will need to be used so the 

I 
i 

/ending balance for the last month of the * 

urrent year, and the last month of the 
year will be what is shown on the 

! 
ax Department ii- --- 

I b / ~  -__- 
eckqrbino PBX and runs an FRT 

d-Hoc Query. He/she uses 

- 
hJeiheisel 

UM-ACCTBAL and RPT- ACCT as the 
Data Tables to use for the query. Choose 
ACCTNO, ACCOUNTTYPE, 

CCTDESCL, BALMT, CORPCD, and 
ACCTPER as the fields. Join field 

CCTNO and CORCD. Select the period 
ield equal to 200112 and 200212 and the 

corp, field equal to the specified corp. 
__-__ .-......-- *- - ----- -. ̂ --"11 --......".-.--- - 

fiGZ5FJpartment I r r b i n o  F: Next, the Analyst creates the finalized i 

. 

rian Neiheisel I uery by dragging down the ACC'I"N0, I 
CCOUNTYW, ACCTDESCL, and 1 
CClTER into the table as columns from 

left to right. Within the ACGTPER 
olumns, create a "Difference" column by 

"_* -_^ ___-___ __ _" _ _ _ _ -_ __ " ".--..-.-.- -- ------"..-..-."- "--"....- ----_l-- 

"----- - -- ---- -- - - - -----1--. 
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"" --- - - - -- - -- 

Iso, create a " W/P Ref" column to 

ax Department 

impicator code (taximpcd) 1,-1 and-?. 
ividends declared= description of 

dividends declared on common stock. 
axes=federal/state income taxes. BIBT= 
ER income (loss), dividends declared, 
nd taxes = federal/state income taxes. 1 IBT= ler income (loss), dividends 

" 1 [declared, and taxes combined. 
""_-I__ _- - * _ - _ I - - - c _  - 

. The Analyst Cross-references BIBT to 
rian Neiheisel e Tax Module. And also adds Ier 

income (loss) and dividends declared to 
ross-references to L1 and the Tax I 

I --_--.. I_ 

Module. - - "  -..---.. 
ecky Arbino /gTheb>kce sheet accounts, as well as 
rian Neiheisel the statements are summed and verified 

that they balance, and no accounts have i 
(been ei luded from the report. -" .- 

out the balance 
rian Neiheisel all the 

and ir) from the general ledger. 
sheet accounts can be verified by 
types BA, BL, and BR. Then the 

alance sheet analysis is done. - _- ---- ---- 
Analyst analyzes the balance 

bheet. The Analyst creates a "change" 
kolumn next to the year-end balance I I /column to compare current year to prior I 

I i 
G p a r t m e n t  ecky Arbino 

review. (Since changes can be positive or 
negative, the absolute value of the change 

ust be determined. Materiality will 
vary from entity to entity! but is typically 
et at the lesser of 5% or $500,000, Note: 

i 
I 

i -- L -- -"-_ll --. 
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~EPARTMENT RESPONSIBILITY ~ACTION 
eserves and prepaids) are more likely to 
enerate a book/tax difference than are 
thers (for example, cash). s- ---.- 
13. The Analyst analyzes any accounts 
that have a zero balance at the end of the 
current year to see if they are no longer 
active and/or should be taken out of 
ccrual if they are part of an existing 

tccrual. He also look at accounts to see if 1 
there are balances in the current year that 
were not active or non-existent in the 
prior year. These accounts will need to be 
reviewed to determine if they need to be 
added to existing accruals, or if new 
accruals should be established. This will 
also be an indication of a balance transfer 
from one account to a new or previously 
existing account. --- -- 

ax Department 4. The Analyst creates a column next to 
the variance column to x-ref balance 
accounts to the corresponding M I 

adjustments. This process documents 
which accounts are already subject to 
accrual, and assists the reviewer in the 

-- ". 
=Tar b e n t  Becky Arbino 

Brian NeiheiseI xpianatian of each adjustment and its 

ccounting staff as accruals are updated 
I I Ion an ongoing basis. ---- 

E f ~ r b i n o  
prian Neiheisel 

adjustments are 

I 

! 

i 

eneral Accounting, and are prepared as - - ?  ---- " --------.-.- --- .--- ------em - --"-- 
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- --  -.--" - ... "- -- -. . - - -" " " .--- ---- - - 
RESPONSIBILITY CTLON 

close, For each 
issues that may result 

on the return. X- 

hen all individual months have been 

18. The Analyst obtains the ~ ~ F t i t l e d  
r e  - -  - Brian NeiheiseI onsolidating Statements of Income and 

omprehensive Income, Year to Date, For 
the Periods Ended December 31,200X." 

ross-reference the Net Income reported 
n LER to the Tax Module. 

p------~- 

rian Neiheisel 

This process is preformed 

----- *-..- 

ffGZZ$GGent 

for 200x12 is chosen. Next the Analyst 
hooses FD from the column on the left of 

the screen and selects the appropriate 
orp, This is the tax module needed to 
omplete the tax return. Next the Analyst 

! ross-references the Tax Module to BIBT 
the G/L Tab and also the LER Income 

" ---.--- - 
&x ~ e ~ a r b n e n t  

Brian Neiheisel 

1 

process. Each adjustment for each entity 
has its own distinct process. i 
Documentation and guidance on the .._" __- __ "_ __ -_"" --__I -._I_1,.- I - _-" --.- -- ----..-- ---- _.- ..--- - .̂  - ---- -- 
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~EPARTMENT i ~ ~ l i m ~ o ~  , 

'ndividual tax adjustments can be found 
der the corresponding M tab for each 

orkpaper. An index of Standardized M 
I 1 Inumbers is attached. ----- ." ------ --". - -.-*--- -- . 
pax Department [-Ti- E- 2. Misc. M instructions: A "Fit Return 

3ri& Neiheisel nfo request" will be sent out mid 
ebruary. This will request all kf ormation that is maintained outside of 

the tax department. Some M's will not be 
ble to be completed until this 

information is received. The FIT info 
equest can be found at Excel at 
:Data\excelfile\TAX\FITRETN\2002 r 

1 p____y I --.-- .-.- Beturn\2002 Federal Tax Request. 

I 1 PnSource under ihe Adjustments *Tab, _____.._,.________" - , - - - - , . w . . , . - . - , . . , . , ~ - , , . , . - . . . . , ~ . . - . . . . - - . - - - - - , - - "  -*-,-......-........-.-.-----. ~ .,.---,-...--...--.....-...-. J 

FaX Department 

I 

23. Continue: Depreciation information 
such as 4797 and 4562 will be one of the 

items received to complete the return. 
is information is obtained from Denny 

Property Tax information 
received in Mid July from 

Plainfield. $174 will be 
within the Tax Department, 
be completed during June or 

adjustments will also be / 
completed within the Tax Department, 
but can change up until September 15, or 
the last day the return can be filed. When 
M workpapers or any workpapers in the 
return are finalized, sign off and date to 
allow the reviewer to know that they are 
completed and are not waiting on any 
additional information. t 

- -  -- - -  _..*__--_. _.,- ̂ - _- -- w-_--L_I ---------- -I--- Fax Department Becky Arbino E ~ h e  Analyst does the book/tax and 1 
rian Neiheisel F keturn to accrual reconciliation's. After ' 

ompletion of the individual Ms, the 1 
Analyst enters the "per tax return" I 
amounts for each M into the appropriate j 
row on W/P L-I and W/P L-2. On the L- 

I I 1 --- - 
2, also entered is the accrual amount for 
, ach of the individual M adjustments. 

---.... -""----- Fxbe'artment ecky Arbino of L l  and L2, Ll's 
EzNeiheise l  

:\Data\excelfile\TAX\FITRETN\2002R 
~turn\Consolidated\ Master 1.-1 Return. - p-____I___L_--_ ___-I--- j 

beckybhy '26. Analyst enters Master L-1 Return data j 
Brian Neiheisel \into the tax compliance software, RIA 1 
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- - - l 1 ^" _" ll-_ll_ "--- " . . . . - . " -1 

DEPARTMENT ~ESPONSIBILITY ~ C T I O N  

reciation is entered into the return. 

7. The Analyst signs off and dates all !6Z%bartmen t rip--- rim Neiheisel orkpapers, and forwards the work 

apers to the assigned reviewer for 
eview and sign off. 

ax Department 
_ll-l___lp -- -_ --" - ------ 

Brett Faris return has been prepared, 
will forward the return to 

e assigned reviewer for review and sign 
ff. The reviewer is responsible for 

reviewing the individual returns and 
determining if additional analysis or 
orrections are necessary. Once the 

reviewer has determined that the return 
's accurate and complete, the reviewer 
will sign off and date. The reviewer is 1 lways independent of the preparer. 

_I_-pII___ _ - _ __-...-.-- CY"--- ---- ---- - 
ax Department Brett Faris 

ad been made to alert the current year 
preparer. -- 

----- - ---- 

the federal tax return. -__ ____-I_---- ---.._..-- ?-Pep - .' .̂'"-'-'--I- - 
FaXDepiTtmen t rett Faris 2. The reviewer analyzes the balance -::L- heet and associated variances and e 

kxpfanations documented by the 
-"--- ---- 
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, ~EPARTMENT BERESPONSIBILITY b C T I o N  
1 

- b K W h c n  the balance sheet review 
complete, reviewer signsoff and dates. ---- -.-...---- -----"- ---- -....--- - - - - . p- 

Brett Paris 3. The reviewer reviews the materiality P ,and risk analysis workpapers. Note: This 

For tie smnller 

review is complete, 
eview is acknowledged with a sign-off 
nd date. 

kax Department 

l a x  Department 
r- --- -------- -rl-- 

portion of the review process. Each 

tax adjustment is reviewed in connection 
with the balance sheet review and new 1 
ccount review to ensure completeness. 1 

fax accounting group so that monthly 
be updated to reflect the 

hanges. Any errors or corrections 
part of this review process 

to the preparer on the 
"Reviewer Point Sheets." The 

will re-analyze the identified 
make the necessary 

orrections, and then re-submit the tax 

I hdjustment to the reviewer. 'This process 
ill be repeated until the tax adjustment i 

f is satisfactorily completed. When the 1 
review of the individual tax adjustments 1 

--"-" - is complete, the review is acknowledged 1 - - --- I --- ----- -- 
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,- .----. .---- --. ------- ---- - -  "" "". --""  . . - 
DEPARTMENT ~ESPONSIBILITY 

- ye---- b 
------ 

ith signoff and date. 

kax Department 

- - -.-- 

36. Next, the Reviewer croTs-ieferences a t  
tax adjustments from the individual 
workpapers to the schedule L-1 (Book to 
'Tax Reconciliation). And cross references 
book income to LER. Reviews finalized 
L-1 in conjunction with materiality and 
risk analysis spreadsheet to determine if 
any further review is necessary. 
Acknowledges completion of review with 
ign-off and date. - - ----- --- -. 

Tax Department 7, Next, the reviewer cross-references all 
-- - ---btments from the schedule 2,-I 

(Book to Tax Reconciliation) to the 
chedule L-2 (Accrual to Return 
econciliation). He cross references the 

tax accruals an the L-2 to the Tax 
alculation Report (Rpt TC03) and cross 

eferences taxable income on the 2,-2 to 
that calculated on the L-1. When tl~e L-2 
eview is complete, acknowledge with a 
ign-off and date, 

- --"- " ---.-- - -- --" ?------ ----- ---- I .---------- --".- -" -. 
Tax Department $re% Faris Next, is the review of the 1120 Form 

review of the actual corporate 
return for each entity consists of two 

ain processes: 1) cross referencing the 
data from the return workpapers to the 

and 2) reviewing the actual 
eturn reporting and disclosures. The 

process is satisfied by agreeing fhe 
hedule L-1 in the workpapers to the 
hedule M (and supporting detail) on 

page 4 of the Form 1120. The second 
]process is satisfied by cross referencing 
arms in the filing, review of each page of 

I I the return, and comparison to prior year 
i ilings. The RIA system includes 

I 

diagnostic and override reports, which 
re utilized by the reviewer during this / 
rocess. The form portion of the review 

process relies heavily on the reviewer's 
xperience, and is very subjective. Upon 
ompletion of the review of the form 1120 

acknowledge with sign off and date. --*---. 

i 
F 

/ i i p a r t & G n t  -Ke~t. Faris 9. Once the reviewer-has completed his * 

I 
review and signed off on the individual 1 
return, the Form and a11 related tax 

I 
workpapers will be filed in corporate i , ntity number order. These workpapers 

. -_  .--- __._-________l_"l___"_ll ___ _ _ _ "  _I_"__11__""_____* -- - -........."..__.- _-.-" ll̂ -l.III - ---- ---"---I_-- -_. --- i 
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~EPARTMENT  RESPONSIBILITY ACTION 

r are then made available to the Vice 
resident of Taxation during review of 

finalized consolidated return, ----.,--- - - ------- --- ---.------- 

Vice President Tax 
Tax Department 
Corporate Accounting 

7 

Related Information 

Tax Compliance Income Elections, Statements, Forms & Disclosures Policy 
Tax Compliance Income Consolidated Book Return Policy 

Contacts 
r 

Alex Torok ' c e  President -- -- Pax 

Definitions 
3 

BDMS - Business Data Management System 

Revisions 
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The following revisions are effective 09/ 01 / 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update Policy Statement 
Update Process Flows 
Update Policy for Process Description/ Nanative 
Update Procedure Personnel 
Update Who Should Know 
Update Contact: 

Case No. 2006401 72 
KyPSC-DR-01-004 
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Tax Compliance-Income 
Consolidated Book Return 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
EffectiveDate: 12/31/03 
Revised Date: 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

* Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

I 

Policy Statement. 

It is the policy of the Cinergy Tax Department to provide for accurate preparation of the 
consolidated book tax return. 

Reason for Policy 

To ensure procedures are in place to accurately prepare the consolidated book tax 
return 

Process Flows - i 

See attached Federal Return flow chart. 

Federal Return.vsd Federal Return.ppt 
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This procedure provides a starting point in the tax compliance software for preparing 
tihe Consolidated Federal Income Tax Return. The process involves gathering, entering 
and adjusting data in the tax compliance software and getting it to a level of completion 
so that it can be reconciled and analyzed for accuracy. 

The responsible Analyst begins by rolling over the prior year income tax binder in the 
tax compliance software to the current year. Next, general ledger data is extracted from 
the BDMS accounting system and prepared for import into the tax compliance software. 
The regulatory account roll is used as the general ledger account number in InSource CS 
because it is the most detailed level of accounting with a uniform chart of accounts. A 
standard chart of accounts is used at this level due to FERC regulations. After the data 
has been imported, the Analyst reconciles each individual entity to the company's Legal 
Entity Reporting (LER) Income Statements and Balance Sheet, making adjustments 
when necessary. With individual entity information in place, the Analyst then creates a 
consolidated binder with a corresponding elimination company, making adjustments 
when necessary. There are two options for setting up elimination companies in 
InSource, Eliminations can be done on a one-tier or multi-tier approach. Currently the 
one-tier approach is utilized at Cinergy. This involves combining like accounts from 
the selected elimination companies at the regulatory account level to form a combined 
elimination company. This process is completed outside the InSource system. The 
elimination company adjustments consist of entries to remove eliminating amounts for 
entities that were in the GAAP consolidation, but not in the U.S. income tax 
consolidation. Foreign corporation activity would be a good example of this type of 
transaction. Upon completion of all the elimination company entries the data is 
consolidated in the Top Consolidation binder. After consolidation, the results are 
reconciled to the LER. Line 1 of the section M-1 must tie to LER's net income/(loss). 
Once this reconciliation is complete, accrual book/ tax adjustments are entered. 
Adjustments are entered on an entity by entity basis. 

Q1. What is the purpose - of preparing the consolidated book tax return? 

A. The purpose of preparing the consolidated book tax return is the starting point for 
the federal return, which allows us to tie the return out to the financial statements. 

\ $ 

Procedure 
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binder in RIA'S InSource CS tax 
ce software (CS) and selecting 

and ending balance sheet. This 

clude the corp. number, column B the 

I 
I ed as the general ledger account 

most detailed level of accounting with a 
uniform chart of accounts due to FERC 
regulations. - I ------- - ----- -*----.".. ,-.----.----- -- . - - - I -  

T 
- h i a n  Neiheisel j4. Next, the Analyst imports data to 

1 ! 
nSource CS. Using the toolbar in I 
nSource CS, select the Batch Import 

function to interface the general ledger 
data. For more information on this I -lI-.._̂ L.l---IIIY-- "-_ -__-.-" ---- "- ----- --*- " .I--I I- -.-- ". - - -- -- --------.- "-- ..--- - I 
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"-..* .---- "- ." ---- .I-_C ----- ^ . -..---_ ^ ---- __.-- -" ---------- --. rX ---- - ------ -- - 
~EPARTMENT -- ---.. I BESPONSIBILITY ' ~ C T I O N  
r - --- - -- 

. I ----lpr~ceduii consult the ~ n ~ o u r c e  cs 
I .I -- ~ r a i n ~ g  Manual. -----.. 

ax b x ~ e i h e i s e l  15. The Analyst reconciles individual 
to LER through adjustments. 

be accomplished by 

Tax Brian Neiheisel 

urce. Before entering the binder, 

I --- .- - -" -.....----.----- -.- -. 
ax 

only remaining piece to the structure of 
the consolidated return requiring 
attention is the elimination company. The 
two options that have been used over the 
last two years are the multi-tier and the 
onctier approach. The multi-tier I 

approach consists of multiple tiers of 
! 

consistent with the LER 

InSource CS, the one-tier 

--- ------.-...---. -... - - -  " " " -- .---"'" *-.. "._̂ --.'--̂ I-X ----- - 
rlan Neiheisel The one-tier elimination company 

etup begins outside of the InSource 
ystem. Using FRT, run a query of all , 

elimination companies to be 1 
cIuded in the consoIidated return. This ' 

! ormation can be obtained by 
onsuiting the permanent files and 

1 orrespondence with Cinergy's Legal 

----- -"--" . - -"- -- 1 Department. Combine like accounts from I --- - .----^^-- -- '--̂  --..- ."" I _ _ _  --..- """ ".---."..-- --- --- 
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on companies at the 
form the combined 

be interfaced with InSource CS 

nies have amounts to eliminate 
reign and domestic members, 

termine these adjustments. The 

were made on fhe elimination 

account adjustments must then be 
in the Book Adjustments on the 

1 of the M-I section on page 4 of the 
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Who Should Know 

Tax Department 
Corporate Accounting 

I 

Related Information 

Contacts 

Definitions 
j 

- "--...-- 

BDMS - Business Data Management System 

[Name 
Brian Neiheisel 

Revisions 
3- 

The following revisions are effective for 09/ 01/ 05: 

Role -..-. [ ~ e ~ a h e n t  

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy for Process DescriptionlNarrative 

Tax Analyst 
_--"...----- I 

Brett Faris [=isor 

1- - / C a o r d i n a t r  - 
/ C ~ h e p p a r d -  b n a g e r  

Tax 

Tax 

Accounting Research 

Accounting Research 
-. -- -.-... - ---. "-_-".-* ....-_--.. "----"- - --- -- -- " - -. 
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Tax Compliance-Income & Indirect 
Updating the Tax Calendar 

Functional Area: Tax . 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
EffectiveDate: 12/31/03 
Revised Date; 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Policy Statement - 
6 \ 

It is the policy of the Cinergy Tax Department to file tax returns in all appropriate 
jurisdictions. 

r 

Reason for Policy 

To ensure procedures are in place to regularly update the Tax Calendar 

Process Flows 

Process Description/Narrative 

The Tax Department maintains a tax calendar to track filing requirements by entity and 

- 1  - 
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by state, to ensure tax returns are timely filed and to manage workloads within the 
department. The tax calendar is used internally by the Tax Department for tax 
preparation assigrunents, tax preparation sign offs, tax return review assignments, tax 
return review sign offs, and to ensure returns are prepared with adequate time for 
officer signatures. 

At least once annually the Senior Tax Analyst evaluates notices from the Legal 
Department, IRS filings, the domestic list (produced by legal, showing the registrations 
each entity has by state), a spreadsheet in Excel maintained by the Tax8Department and 
the tax calendar in Insource to identify the jurisdictions in which the company is 
required to file tax returns. Based on this review the Senior Analyst adds or deletes tax 
events (schedules tax returns ta be completed or eliminates the scheduled return if no 
longer needed) on the tax calendar. The Tax Supervisor compares the spreadsheet in 
Excel maintained by the Tax Department, the domestic list, and the tax calendar in 
Insource. Based on this review the Tax Supervisor separately verifies the nexus each 
entity has in each state to identify the jurisdictions in which the company is required to 
file tax returns. Once this review is complete and any necessary changes are made the 
tax calendar is approved. 

Ql. What is the impact of failing to update the Tax Calendar? 

A. A failure to update the Tax Calendar could lead to a failure to file a tax return in a 
jurisdiction where the company has a tax liability. 

Procedure for updating the Tax Calendar 

\excelfile\ tax\state\sit\ yyyretur 
e extensions yyy.xls are 

maintained by the Tax Department. At 
st once a year, a Senior Analyst will 
date both the Tax Calendar and Excel 
readsheet upon receipt of notices from 

Legal Department and other IRS 

.- -"-"------"*------ --. - --.""-- ---- --- - ---"*.--* ----------- 
fi;aXDipartmen t ! Codv Cain --F%e Senior Analyst researches the tax 
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.--.--. -"-.".- * %..""."* -..,- " " " - " - - - - . - "  *". . - ---- --" 

~EPARTMENT JRESPONSIBILITY [ACTION 
--"- --".-- 

omiliance requirements for the entities, 
chedules the tax return due dates for 

appropriate jurisdictions on the tax 
alendar in the tax software (RIA) 
alendar package, and the Excel I - - - -  -- " 

bpreadsheets. 1 Department" " . Tax Supervisor compares data input by 
e Senior Analyst by reviewing 
formation disseminated from Legal on 

the domestic list. (A document generated 
y Legal containing all jurisdiction where 

the company is registered to do business) 
to ensure the Tax Calendar and the Excel 
preadsheet reflect all jurisdictions where 

the company is required to file tax 
returns. If the Tax Calendar and the Excel 
preadsheet are in agreement with the 
omestic List, it is accepted that the 

alendar update procedure has been 
I 1 lcornplied with. .---- -------------- " ------------- - ----- ---.. . 

Training and Documents 

. Vice President Tax 
Director Tax 
Senior Analysts/ Analysts 

Related Information 

Tax Compliance-Income & Indirect Identifying Filing Jurisdictions 

-- -- -- ".-.---" ----- 
NAME lnoLE'-- -- - - - *-"-*- - - --- - "r-"---*-.."- ------- -,-- - . - IDEPARTMENT 
Alex Torok pice President pax 

pax 
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BDMS - Business Data Management System 

1 - -  -- " I I-- . I " I - " -- -- I _ _ _ _  -11""1" _ _  _ _ _ . -" - " " - - -  - ."-"" - 
Jim Kerr bupervisor - Tax - -- 

, Cody Cain bnior Analyst Tax 

The following revisions are effective 09/01/05: 

-- 
Erica Glenn 

Update policy for new manual ownership 
v Update policy to reflect reorganization of manual 
v Update Who Should Know 

Update Contacts 
Update policy for Process Description/Narrative 

-- 
Coordinator 

- 
Accounting Research ..- 

Amy Sheppard ;Manager -- Accounting Research --- 
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Tax Compliance-Income 
Transmitting Information for Potential 

Liabilities Audit Support 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date; 09/01 / 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within Power as follows: 

* Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

J 

Policy Statement 

It is the policy of the Cinergy Tax Department to provide procedures to communicate 
potential liabilities arising from new filing requirements, previous errors or omissions, 
and other significant tax matters to management. 

Reason for Policy 
A 

To ensure procedures are in place to comunicate potential liabilities arising from new 
filing requirements, previous errors or omissions, and other significant tax matters to 
management 

Process Flows 



v 

None 
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This procedure describes the process of uncavering and communicating potential tax 
liabilities to management. Tax personnel, who uncover errors, omissions, new filing 
requirements and other observations, write up the potential liability and forward the 
information with supporting documentation to the Audit Supervisor. The Audit 
Supervisor verifies the liability and forwards the information to the Vice-President of 
Tax.  he Vice President of Tax reviews the documentation and remediates as 
appropriate. Significant liabilities are immediately communicated to senior 
management. Other liabilities are communicated at regularly scheduled meetings. 

Frequently Asked Questions 
ib 

Q1. What is the result of failing -, to communicate potential tax liabilities to 
management? 

A. A failure to communicate potential tax liabilities to management could result in 
skewed company forecasts. 

Procedure 
r 

Procedure for communicating patential tax liabilities 

"-.- ------- 
[DEPARTMENT RESPONSIBILITY 

arious Tax Department 

rofessional who uncovers the error, 

ompu tations to the Audit Supervisor. 
" -_-__ " __ ____ _ _ _  __  _ - _ ^ _  _ I -- - -" ----1 _- 
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- ". . . . . 

-- IAcno~----- 
- 

EPARTMENT ,\RESPONSIBILITY - 
2. Audit Supervisor reviews write-up, 
computation and all other supporting 
documentation to verify the potential 
liability. Once the liability is verified, the 
Audit Supervisor forwards the 

ocumerttation with analysis to the Vice 

-- g r  esident of Tax. ----- 
. Vice President of Tax reviews the 

documentation with various Tax 
. taff and remediates as appropriate. 

ignificant liabilities are immediately 
ommunicated to Senior Management. 
ther liabilities are communicated to 
nior Management as appropriate at the 

FO bi-weekly meetings per the agenda, .----- ---- - ------- --- 

Training and Documents 

Who Should Know 
i 

Vice President Tax 
CEO 

w Vice President Finance 
Tax Supervisors 
Senior Analysts/ Analysts 

J 

Related Information 

Contacts 

---- ------- --- ----------- 
Name 
"- 

bole FP~ --- 
Alex Torok - ----- - -- -- kite President -."-- w----- -------- - 
Leanne Cropper ----. tr.. ISupe ;isor.--.-------* - -  ---- ---- 
Brett Faris -----. "- 

PY. . -.. 
Erica Glenn Fibrdinator bccounting Research 
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- .  .- - - 
Amy Sheppard Manager bccounting Research - 

Definitions 
IC 

BDMS - Business Data Management System 

Revisions 

The following revisions are effective 09/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

* Update policy for Process Description/ Narrative 
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Tax Compliance-Indirect 2290 Heavy 
Vehicle Tax Return & Payment 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larkc 
Effective Date: 02/02/ 98 
Revised Date: 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Policy Statement 
i 

It is the policy of the Cinergy Tax Department to provide for accurate and timely 
filed 2290 Heavy Vehicle Tax Return and Payment. 

J 

Reason for Policy 
2 

To ensure procedures are in place to accurately complete and file 2290 Heavy 
Vehicle Tax Return and Payment 

Process Flows 
d- 

None 

b 9 

Process Description/Narrative 
r 
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This Procedure covers the filing of Federal Form 2290, Heavy Highway Vehicle 
Use Tax Return, and payment of related taxes. The Tax Department is 
responsible for filing the annual tax returns with and submitting related tax 
payments to the Internal Revenue Service. The Tax Department also is 
responsible for filing monthly returns and paying a prorated tax for any trucks 
added during a month. The returns are required for The Cincinnati Gas & 
Electric Company, The Union Light, Heat & Power Company, and PSI Energy, 
Inc. 

The annual return is due by August 31 for trucks that are owned on July 31 of 
that year. The form lists the number of trucks that weigh 55,000 pounds or more. 
The form separates the trucks into different weight classes in increments of 1,000 
pounds (e.g., 55,001 56,000; 56,001 - 57,000, etc.). For each weight class, there is 
a set annual excise tax per truck. (e.g., $122.00/truck for the 55,001 - 56,000 
weight class). A tax credit is available for any truck which was driven less than 
5,000 miles during the previous year, and for which a tax was paid in the 
previous year. 

Each month, if any trucks are added to the fleet, the Transportation Department 
is responsible for forwarding to the Tax Department a report detailing trucks 
added during that month. The report shows the in-service date, the Cinergy 
assigned truck number, vehicle identification number, and gross vehicle weight. 
The Tax Department prepares and files a Form 2290 by the last day of the month 
following the month the truck in which the truck is first used. The form is 
completed in CCH forms. A request for payment ("RFP) is prepared for 
payment of the tax. The completed return and RFP are reviewed and approved 
by the Tax Supervisor. The return is signed and the return along with a check is 
either delivered to the IRS or mailed to the IRS by certified mail. 

For the annual return, the Transportation Department generates a report before 
August 31 from the TRUCS system, detailing CG&E and ULH&P trucks owned 
on July 31. This report is converted into an Excel worksheet, which is forwarded 
to the Tax Department. The Transportation Department sends a separate Excel 
spreadsheet for PSI. These reports separate the trucks by weight class, contain 
Cinergy identification numbers and state VIN's, report the mileage driven in the 
previous year, and show additions and disposals from the previous year's list. 
The preparer sorts the report by weight class and miles driven for input into 
Form 2290. 

The preparer obtains as much supporting documentation for the tax workpapers 
as possible to prepare for a possible future 1RS audit of the Form 2290. 
Supporting documentation includes evidence of state registration of the trucks 
("cab cards'') and documentation of miles driven. 
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From the Excel spreadsheets, the preparer inputs the information into Form 2290, 
calculates the tax for the listed trucks, and inputs the information necessary to 
calculate the tax credit for trucks driven less than 5,000 miles. The preparer 
compares the completed current year return to the previous year filed return for 
reasonableness. The preparer then prepares an RFP for the balance due. The Tax 
Supervisor reviews the completed reference copy of the return and the RFP. The 
rehlrn is signed; a copy of the signed return is retained for the files; and the 
signed return, along with a check, is either hand delivered to the Federal 
building, or mailed to the IRS by certified mail. A stamped copy of the return is 
forwarded to the Transportation Department for their use in registering the 
trucks for state purposes. 

Q1. What vehicles does this applv - - to? 

A. This applies to vehicles that have a combined total weight over 55,000 
pounds. 

Procedure 
I' 

Procedure for preparing Form 2290 Heavy Vehicle Tax Return and Payment 

-- -...------ - 
[DEPARTMENT 

a repart from the TRUCS 
CG&E and ULH&P 

by weight category 

every year. 
--"" 

Ronnie Benzing 

paid 2290 tax last year but traveled 
less than 5,000 miles during that 1 
period and e-mails to Tax. 

I 
__-__C___X__.__--___I--- - .,,...-- ---....-....- -r_- - -- -- "- 
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- - 
- - - I G g t h a t  period and e-maik to ---- T ; ~  

Payable upon approval. -. 

r--- .-- 

payment to Federal Building and 
obtains delivered stamp on copy of 
return. - -_ I _ _ _ I _ ~ - . . . . - _ . . -  - ---- 

Patricia Colvin r ---------I 7. Forward stamped copy of return to i 
Ben Field for his records and 
urnation in transportation. 

Training and Documents 
6 

o Should Know 

Vice President Tax 
Supervisor 
Senior Analyst/ Analyst 
Transportation 

elated Information 

Contacts 
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2 

- -" --.- "-"-- - " - . " " -- - .-. - . - " + - - - -  -. --- b 

Name  ole l~e~arfment - - - .--- _ -- -----I-- ----- Jim Kerr [%-- - 
/Patr iciaColvin -- --. - -  - -  Tax Clerk /Tal -------- 
l~ebbie Roetting Assistant " 

- U " Y _ . _ _ _ _ _ _ _ I I _  --_- _ "..-'."."-- ----- --- ".---*- ".-- --- - -  
[~rica Glenn bordinator bcounting Research 

-.- .----̂ -.--- --* -__- ----- -1""- - ---II _ _ _ _  __-__ --., by Sheppard b n a g e r  
" ---- - -  ---.- - Fnting Research __- __. _ _ _ l Y I  ___-_ _ ____)-_-_- - ---- ""--"-- -- 

Definitions 

2290 Candidates - Vehicles that have a Total Cornbilled Weight greater than 
55,0001bs 

'r 
Revisions 

V 1 

The following revisions are effective 01 / 01/ 04: 

Update policy for Personnel Changes 
Update policy for Process Changes . 

Update Who Should Know 
Update Contacts . 

The following revisions are effective Q9/ 01 / 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy for Process Description/ Narrative 
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Tax Compliance-Income & Indirect 
New Vendor Set Up 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 091 O l /  05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Policy Statement 

It is the policy of the Cinergy Tax Department to provide for a procedure to accurately 
set up a new tax vendor. 

eason for Policy 

To ensure procedures are in place to set up new tax vendors 

\ 

Process Flows 

None 

Process Descxiption/Narrative 
r ." 

When a new entity is sent tax payments from the Tax Department, a new vendor must 

- 1 -  
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be set up. Various Tax personnel will prepare request for Pay document (RFP) when 
monies must be sent to various governmental agencies. When a new entity is being 
paid, the RFP is prepared by the derk/analyst and reviewed by a supervisor or other 
appropriate personnel. It is then sent to accounts payable (A/ P). A/ P processes the 
request. (A/P is responsible for vendor maintenance lists. A/P  has a procedure for 
purging inactive vendors). Treasury issues checks to new vendor and delivers checks 
to tax for mailing. 

Frequently Asked Questions 

Ql. What is a tax vendor? 

A. In general, a tax vendor is a government entity entitled to receive tax payments from 
the company. 

ocedure 

Procedure for setting up a tax vendor 

"..--- 
reviews the WP for 

P has a procedure for purging inactive 

Training and Documents 
'L 

d 
M k o  Should Know 
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. Vice President Tax . Senior Analysts/ Analysts 

L 

Related Information 

Contacts 

Definitions 
1 

- . .  - "  

Name . Bole l~e~arhnent - 
Alex Torok /Vice President ?ax 

BDMS - Business Data Management System 

- --- 

I 

Revisions 

- 

The following revisions are effective 09/01/05: 
Update policy far new manual ownership 
Update policy to reflect reorganization of manual 
Update procedure for personnel changes 
Update procedure for process change 
Update Who Should Know 
Update Contacts 

* Update policy for Process Description/Narrative 

Deborah Larke I~irector, Tax Tax - - -- 
John Lechko ax -- IManager ----."--. t-r.x --- - ., 
Jim Kerr E k i s o r  ---- 
Erica Glenn --- k?5Zdinator -* b-esearch -- --.. 

Amy Sheppard anager bccaunting Research -- 
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Tax Compliance-Income & Indirect 
Identifying Filing Jurisdictions 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/ 01/ 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

J 

Policy Statement 

It is the policy of the Cinergy Tax Department to file tax returns in all appropriate 
jurisdictions. 

4 

Reason for Policy . 

To ensure procedures are in place to regularly identify appropriate filing jurisdictions 

t 

Process Flows 

None 

k 

Process Descriptioq/Narrative 
J- 

The Tax Department is responsible for filing all applicable income and indirect tax 
returns to comply with applicable state and federal tax laws. Income tax nexus in a 

- 1  - 
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given state or federal jurisdiction requires the entities within the Cinergy corporate 
structure to annually file a return of income for each calendar year. Income tax nexus is 
determined by the level of activity (including but not limited to sales, payroll, and 
owning or renting real or personal property) an entity has in a tax jurisdiction during a 
calendar year. 

At least once annually the Senior Tax Analyst evaluates notices from the Legal 
Department, IRS filings, the domestic list (produced by Legal showing the registrations 
each entity has by state), a spreadsheet in Excel maintained by the Tax Department and 
the tax calendar in Insource to identify the jurisdictions in which the company is 
required to file tax returns. The Tax Supervisor compares the spreadsheet in Excel 
maintained by the Tax Department, the domestic list, and the tax calendar in Insource. 

Based on this review the Tax Supervisor separately verifies the nexus each entity has in 
each state to identify the jurisdictions in which the company is required to file tax 
returns. 

Frequently Asked Questions 

Q1. What is the impact - of failing to file in all appropriate iurisdictions? 

A. A failure to file tax returns in all appropriate jurisdictions could lead to over or 
under payment of taxes, increased audit risks; and material misstatements in deferred 
tax accounts. 

QZ. What is the output of this procedure, who uses this information, and how i s  this 
information disseminated to the tax department? 

A. The output is a list of filing jurisdictions and due dates used by the Tax Department 
obtained from a central tax calendar and spreadsheet. This information is given to the 
tax return preparers at least once a year. 

b- 

Procedure 

Procedure for identifying jurisdictions in which the company is required to file tax 
returns 

-- -- 
~DEPARTMENT I--- RESPONSIBILI?TY .---. - - _  -_-_---- -__ I -------- "--- 

--- KCTION 
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." - " "-- -. ---.-" " *  " ." - - - 
RESPONSIBILITY CTION 

& Local\ Income & 
extensions yyyy ,XIS 
Department are 

jurisdictions in 
to file tax 

nalyst will update both the tax calendar 

otices from the Legal Department and 

I - -- lother IRS filings. 

. At least once a year, a Supervisor will . [Kerr ' xcel ompare - spreadsheet both the ----I tax to the calendar domestic and list the (a 

document generated by Legal containing 
I1 jurisdiction where the company is 
egistered to do business) to ensure the 
alendar and the Excel spreadsheet reflect 
U jurisdictions in which the company is 
equired to file tax returns. - ------- 

L 

Training and Documents 

Who Should Know 

Vice President Tax 
Director Tax 
Senior Analysts/ Analysts 

elated Information 

Tax Compliance-Income & Indirect Updating the Tax Calendar Policy 

t 

Contacts 
r 

---..-- -.----. - -  -"_l-l..-_"I___-..-....- -..- ---I_ 

NAME [ROLE ~EPARTMENT 
X _ _ I _ _ _ _  -........-- ---- ---..-- - -- "- --"... -- --- --.... - ----- "- ...---..-- - 
Alex Torok President fEa< 



Tax Compliance-Income & Indirect Identifying Filing jurisdictions 

Case No. 2006-0017'~ 
Kyl'SC-I>II-01-004 

Page 920 of 1026 

&--- _--__-___ -"* - -I" " ^ .- - .---- - - -  -- - _ . .  - . - _ . - . ?  

Deborah Larke Director e pax s i  - 
Jim Kerr I bupervisar ,pax -- --- 
c o d ~  Cain knioralystc Pax -- -- 
Erica Glenn ~ccounting Research - k ~ i n a t o r -  

---I---I ?- -----." 
Amy Sheppard -- banager - bccounting Research 

t 

Definitions 
2- 

BDMS - Business Data Management System 

Revisions 
i 

The following revisions are effective 09/01 /05: 

e Update policy for new manual ownership 
6 Update policy to reflect reorganization of manual 

Update Who Should Know 
6 Update Contacts 
a Update Definitions 

Update policy for Process DescriptionlNarrative 



Tax Campliance-Income & Indirect Audit Support 
Casc No. 2006-00 172 

Ky I'SC-UR-01-004 
Page 921 of 1 026 

Tax Compliance-Income & Indirect 
Audit Support 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Cominunities" heading at 
the top of the page 

Policy Statement 

It is the policy of the Cinergy Tax Department to maintain complete and accurate 
documentation to support tax filings and tax positions. 

L 

Reason for Policy 

To ensure procedures are in place to document and support tax filings and tax positions 

4 

Process Flows 

None 

Process Descriptioq'Narrative 
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The Tax Department is responsible for preparing and filing individual company and 
consolidated tax returns for Cinergy Corp,, its subsidiaries and affiliates. Tax returns 
are always subject to audit by the applicable taxing authority. It is important to 
maintain sufficient documentation to support positions taken in filing these tax returns. 

The Tax Department has established documentation standards and procedures to be 
used in the preparation of various tax filings. The Tax Department has also established 
procedures for the filing and retention of tax return documentation. The Tax 
Analyst/Senior Analyst is responsible for preparing a comprehensive set of supporting 
workpapers for each filing that sufficiently documents and supports; sources of 
information, adjustment calculations, book/ tax differences, tax positions, references to 
other Tax Department files, etc. Each set of workpapers is expected to stand on its own 
and contain adequate supporting information for future audit requests. Federal and 
state income tax returns and workpapers will be scanned to the Tax Department shared 
drive for future audit access. 

Frequently Asked Questions 
i 

Q1. What is the result of failing to maintain support - for tax filing - positions - 

A. A failure to maintain support of tax filing positions could lead to unfavorable 
adjustments by the IRS or other taxing jurisdictions upon audit of the company's tax 
returns. 

# 
Procedure 

1 

Procedure for documenting and supporting tax filing positions 

I I 
7---- --- - -  * -----.---I_ "" ---.".".--- - - 

ax Department Analyst/ Analysts, document common 

arious hedule Ms in accordance with the 
department's common Schedule M index. 

I ny tax adjustment is included in the 
individual entities work papers as 
ecessary . l' - _ lIII-.I_-I-II _ - - . -  -- -....---I- ^ --pL--l-----------I--^" ---- - - -  - 1 
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".___ ,_ _ , ~  ___ ,,,I,,,,I _,,l__-____-__l__.- -, ,.,-.-. -._. _, __ ,.,- _ ---,.-...--..-... ".". r-_r--.-.-"-- - -  ... . - .  .. .-.-- -- -- - . . ̂ --. "'IX -- 

EPARTMENT ESPONSIBILITY 'I 
- t -..--*... I 

-*- - . -.-- 
nior Analyst/ Analyst . Tax Analysts document any position 

that is new, challengeable, or that needs arious F- t xpianation in a memo or similar write- 
(Supporting documentation can also 
from outside sources. For example, 

that took a specific tax 
ositivn would have an explanatory 

documentation is included in 
entities return binder. 

tax positions. Both the 
Project files are listed on 

order. At a minimum 
files are maintained until the statute 

f limitations for a particular transaction 
r position taken on a certain years return 

I F a r  b e i t  

nior Analyst/ Analyst 

___C____-II _ _ -  _- w----"- 

L 

Training and Documents 

Who Should Know 

Vice President Tax . Tax Supervisors . Senior Analysts/ Analysts 

L, 

Related Information 
r 

b. 

Contacts 
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" _  I r , _ . _  .. ".... ^___I"  . I _ ^ ^ _  -_ _". -.-- "" - 1 " -. - - * "  

Name 
--" 

pole IJ'ept 
....-...--- 

Alex Torok i ~ e T i & z & r -  .- -- - ---.-- -"-- . F- -- -- ----- .- --*-- - ---- --- 
Leame Cropper ----- Ewisor - - --. --.--- -7- F-""*.-"- ------".." ------ - 
Brett Faris pupervisor k r -  __ _ _  _ _ _ - " - _ ~ " _ _ "  --. I_- -. -.-..-.--I- -- - --------.- 
Erica Glenn fcaordinator kccounting Research 

----*---.- ---- -- ..-. _ - I__---UII-- - ----- - .-- 
Amy Sheppard b?er L ---------.- r- Accounting Research .____-__ -___ -_.- 

L .r 

Definitions 
a 

BDMS - Business Data Management System 

t 

Revisions 

The following revisions are effective 09/01/05: 

Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 

Update policy for Process Description/ Narrative 
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Tax Compliance-Indirect 
Ohio Excise Taxes-MCF, KMrH & Natural 

Gas Tax Return & Compliance 

Functional Area: Tax 
Sarbanes-Qxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 02/02/1998 
Revised Date: 09/01/ 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch iPower . Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Policy Statement 

It is the policy of the Cinergy Tax Department to comply with state tax filing 
requirements and to make timely and accurate tax payments. 

t d 

Reason for Policy 
i 

To meet corporate tax obligations for tax returns and payments and to avoid penalties 
and assessments 

b 

Process Flows 
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The Tax Department is responsible for filing the Ohio MCF tax return, the KWH tax 
return and the Natural Gas excise tax return to comply with Ohio state law. The MCF 
tax is incurred on MCF volume natural gas distributed in Ol~io. The kilowatt hour tax 
is incurred on KWH of electricity consumed by Ohio customers. The natural gas excise 
tax incurred on Ohio natural gas gross receipts. These taxes are calculated in the 
customer billing system and accrued in the following accounts: MCF tar - account 
236912, KWH tax - account 236911, natural gas excise tax - account 236850. 

The Tax Clerk takes the customer billing reports and runs queries of the accounts listed 
above, prepares each tax return and prepares each wire request. The Tax Supervisor 
reviews everything, approves the KWH and MCF returns, forwards the natural gas 
excise tax return to the Vice President and gives the wire requests to the Tax Manager. 
The Tax Manager signs the wire requests and returns them to the Tax Clerk. The Vice 
President signs the natural gas excise tax return and returns it to the Tax Clerk. 

The Tax Clerk files the approved KWH and MCF tax returns electronically, mails the 
signed natural gas excise tax return and retains copies of each. The Tax Clerk sends 
each wire request to the Treasury Department. The Treasury Department wires the 
amount due on each return to the State of Ohio by each returns' due date. The KWH 
tax return is due on the 20& day of each month for the preceding calendar month. The 
MCF tax return is due quarterly on 2/20; 5/20; 8/20; and 11/20. The KWH returns are 
due quarterly an 2/14; 5/15; 8/14; and 11/14. 

L f 

Frequently Asked Questions 

Ql. What are these tax returns and tax rates? 

A. The MCF tax return is filed electronically. The MCF tax is a tax on MCF volume 
distribution of natural gas. The tax rate ranges are 0.1593,0.0877 and 0.04111 

A. The KWEI is filed electronically. The kilowatt hour tax is a tax on KWH of electricity 
delivered to Ohio customers. The tax rate ranges are 0- 2000 KWH 0.00465; 2,000-15,000 
KWH 0.00419; 15,000+ KWH 0.00363 

A. The natural gas excise tax is a tax on natural gas gross receipts. The tax rate is 4.75% 
of gross sales. 
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Procedure 
A 

Gathering Data 

- --------- - - ----- _ " - - . I _ _ _ _ "  .̂ __-_-Ill ...."..W.."".l-l-"---. 

[EEPARTMENT -. .. . - KESPONSIBILITY ----...--. [ACTION ---- - --.- "-.- 
Tax Department r la. Print out monthly report of MCP 

billed to gas customers. Report generated r 
1 ---- \from CMS. . . -- 
Tax Department I- - F  Print out monthly report of KWH 

to efectric customers. Report 

I - - .  -- lgenerated from CMS. ----.--- - 
lc. Print out monthly report of natural 
gas billed (gross receipts of naturaI gas 
sales) to gas customers, Report generated 
[from CMS. 
Id, kepare Excel spreadsheets for MCF 

gas excise tax. 

----- ..--- ---- 
If. Generate and distribute excel report-*- 
that contains monthly deposits for special 
Fuel by the 5" working day of the 

-- -- - -- 

Preparing Return 

_ . . . _ _ _ _ _  -___ I..-7-. -1- -1 I_---__ ---.....----I 

fG- Etricia Colvin b i t  data from reports on excel 1 
I .. - - . bim Kerr bpGdsheet. 

ax &. Transfer data onto return. 

-- - - - - - - - - i r-I-E--x"-,-".- I --------------------- -- --. 
E ~ X  ~Patricra Colvin F o r  the MCF and KWH returns open 

1 I bopy for mailing. Prepare wire request. J _ ..., ._l_ . . - ~ - . . ~ . - . - - . , , . , , X  - ,I.l...-...-.-.-I.l.lI..-l." ......-..-..--.------... --... ---. - .... -.-.--.--.--.-. 

irn Kerr up web page enter username and 
password and enter data onto e-file 
(return. Submit return via the web and 

I /print copy for file. 
8 

-.- -_ - _  _-_. _I___LC__- - .- "_____IC -~--------.- -- ------- --- ---- ---. 
atricia Colvin , Far the natural gas return open excel i 

im Kerr r- bile with return, enter data, and print 1 
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o Should Know 

. Vice Resident Tax 
Tax Director 
Tax Manager 
Tax Assistant 

elated Information 

Request For Payment - Accounts Payable 

Wire Payment Request - Treasury 

k 

Contacts 
." 

___X____-.I_C--_C_____ 
p____--__ ---. ---"..- ---- "." ..-.----- - ------------- - - 

NAME 
--* -.-..'- 1 1  -.."..-- 

~ O L E  ~DEPARTMENT __-_______ -_- _-___~_....--__.__.._ -"___"..I - -- 
Alex Torok p - G z z G e * t  

..---- - - b. 
_ . _ _ - - _ _ _  p__l- ---- 

Deborah Larke -- [fiGG- 
--p-%-.......-- "- - _ _ _ _ I _ _ .  I-.....-. "---" -" ---.-- - ---.... ---- 

Jim e r r  -..-- %*or 
---_-..-" F x  .--- ..---_ _ _-Î  -. 

Debbie Roetting - . ---1Adminisbative Assistant F a y - - " -  -----..-- __ " - .---... ----_..--..- - - - - ---. ---- -- 
Erica Glenn -tor pcountlng Research ----- - -- _ __--__ _---__ _I----..--"- *- . 
A z S h e p p a r d  
a. ,&@- _-_____-I__-- -' bee- - Research _ 

Definitions 
1 
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Tax Compliance-Indirect: Ohio Excise TaxesMCF, lCWH & Natural Gas Tax Rehvn & Compliance 

3 ' 
BDMS - Business Data Management System 

CSS - Customer Service System 

CMS - Customer Management System 

Miscellaneous A/R - Accounts Receivable for Transactions other than Utility Customers 

.d 
Revisions 

'r 

The following revisions are effective 09/01/05: 

Update Who Should Know 
Update Contacts 
Update Definitions . Update policy to reflect reorganization of manual 
Update policy for Process Description/Narrative 
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Tax Systems-Income 
Schedule L-1 

Federal Income Tax Return 

~unctional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/ 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within i~ower  as follows: . Launch Power 

Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Policy statement lh 

It is the policy of the Cinergy Tax Department to provide in-house tax systems that are 
accurate and in a form needed by the Tax Department. 

4 

Reason for Policy 
a 

To ensure procedures are in place to ensure that content in in-house tax systems are 
accurate and in a format needed by the Tax Department 

Process Flows 
J 
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Tax Systems-lncome Schedule Ll Federal Income Tax Return 

None 

t 

Process Description/Narrative 

Schedule L-1 must be prepared for each legal entity. Schedule L-1 is used to summarize 
the amount of each adjustment for the current and prior year activity for the entity in 
question. This information is then put into the Master L-1 and used to tie out the 
consolidated Master L-1. 

Schedule L-1 has three possible sections. The first section is Book Income/(Loss) before 
Federal Income Tax. Section two is all tax adjustments relating to the entity. Section 
three is credits pertaining to the entity. 

The entity book net income after taxes should be the first line in section one of the L-1. 
This amount would come from the final Legal Entity Report (LER). Following this 
would be Federal Income Taxes (FIT) both current and deferred. Federal Income Taxes 
will flow from the FIT summary schedule. The sum of these amounts will be shown on 
the next line, 

Next, section two of the L-1 will be completed. Section two summarizes all schedule M 
amounts for the entity. Amounts are entered from detail schedules from the "Schedule 
M line. Amounts can be entered after each schedule M is calculated or after all 
schedule M amounts are calculated. Typically each schedule M will have its own 
detailed schedule. When complete, the sum of all schedule M s  are subtracted from the 
sum in section one resulting in Taxable Income/ (Loss). Total schedule M's amount will 
also need to tie to Schedule L-2. 

Next, section three will be completed showing any credits available for the entity. 
Credits will consist of tax credits from Fuels, which can be found on M-1118 andfor 
Low income housing which can be found on M-1197. Section 3 will not apply to all 
entities. 

A final Form L-1 should be referenced with who prepared, date and time prepared, file 
name, and be signed off by the preparer. All final Form L-1s should also have 
reviewer's initials signifying completed review. A cell with file path should also be 
included for easy document retrieval, 

equently Asked Questions 

QI. What is the result of failing to review in-house tax systems? 

- 2 .  
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Tax Systems-Income Schedule L-1 Federal lncorne Tax Return 

A. A failure to review in-house tax systems can lead to inaccurate output data that 
results in over ar under reporting of income on the federal tax return. 

Procedure 

Procedure for Schedule L-1 
-." -_-...._I_~_II.d-"+- -- _--- - - 

~ C T I O N  - -...-. 
11. The L-1 is used to summa&e the 

mount of each adjustment on individual 
federal income tax returns. This 

ormation is then put into the Master L- 
1 and used to tie out the consolidated 
Master L1. 

umber will came from the LER. 

ireturn". 
I ...-..--...?-.-.-.--." .-.-...-...-.-** "-"" px Department 

------- ---- --.-------CI- --- ----  ̂ --- 
!i%x Department . /Tax Analysts, various 

tax credits from Fuels, which wilI be 
! 

i ;found, on M-1116 and/or Idow income 
/housing which will be found on M-1297. _ __-I____ .___ -_ _ _ --_-____- _ - - _-... ..--- -I-I-." - -"--^"-- *I-" ----- 
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Tax Svstems-Income Schedule G1 Federal Income Tax Return 

Training and Documents 
F 

Who Should Know 
& 1 

. Vice President Tax . Tax Managers . Tax Supervisors 
Senior Analysts/ Analyst 

Related Information 
F 

Contacts 

---- - 
NAME BOLE --- --I=MENT -- -- - 
Alex Torok /VicePresidentm fiGT'-- - 
Jim Kerr pupervisor Fax --- - -- - - -- 
Brett Faris bupervisor ---- rd -- ..-... 
Erica Glenn ~coucouniing ~esearch-w -.- --." -- - - koordina tor "-- -- -- - 
Amy Sheppard . I--- -------- 

-- &cc6un* Research 

7 

Definitions 
i A 

BDMS - Business Data Management System 

Revisions 
- 



Case No. 2006-001 72 
KyPSC-DR-0 1-004 

Page 934 of  1026 

.I 

Tax Systems-Income Schedule Ll Federal Income Tax Return 

The folIowing revisions are effective 09/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy for Process Description/Narrative 
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Tax Systems-Tax Accounting 
Manual Accrual Schedule 

Functional Area: Tax 
Sarbanes-Qxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch Power . Select "Accounting Policies and Procedures" under the "Communities" heading 
at the top of the page 

olicy Statement 

It is the policy of the Cinergy Tax Department to provide in-house tax systems that are 
accurate and in a form needed by the Tax Department. 

d 
Reason for Policy 

To provide for procedures to ensure that content of in-house tax systems are accurate 
and in a farmat needed by the tax department 

t 

Process Flows 
i 

None 

Process Description/Narrative 
A 
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A manual accrual schedule is maintained, updated, and reviewed monthly for each 
Cinergy entity in support of the monthly income tau provision process (see Tax 
Accounting-Income Monthly Closing Process policy). 

The manual accrual schedule is an accumulation of information on various book-tax 
differences which could not be determined using the Mechanical Schedule M process 
within the BDMS-Tax Module. The manual accrual schedule includes a description of 
the adjustment, update frequency (for example, for a number of small book-tax 
differences an annual estimate is determined based an past experience and pro-rata 
portion of that estimate is recognized each month). Other data elements shown on the 
manual accrual schedule are: (I) a designation of the adjustment as permanent or 
temporary (this designation highlights the status of the book-tax difference, for 
temporary differences only, a deferred tax adjustment is determine); (2) deferred tax 
work codes and (3) the deferred tax provision amount. 

For some very small adjustments the book-tax difference is recognized once at the 
beginning of the year instead of on a prorated basis. 

The manual accrual schedule is used as an input document to update the BDMS Tax 
Module with the Schedule M adjustment amount and for preparation of the manual 
deferred tax journal entries (TX483-federal and TX-486-state). The input to both the tax 
module and journal entry is reviewed by the tax manager or supervisor to ensure 
agreement to the underlying support. 

Frequently Asked Questions 

Ql. What is the result of failing to review in house tax svstems? 

A. A failure to review in-house tax systems can lead to inaccurate output data that 
results in over or under reporting of income on the federal tax return. 

Procedure 
r L 

Procedure for Manual Accrual Schedule 
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---~-? 

aintained and updated by entity on a 
onthly basis to ensure accuracy in 

alculating the income tax accrual, ---. 

nd the deferred tax amount to be 
ecorded. - ------ 

ax Analysts, various 

ool to ensure accuracy of the Income 
ax Accrual Processing. 

_.-- __------ - - --- ----- ----. 

Training and Documents 
r 

Who Should Know 
F 

Vice President Tax 
Tax Managers 

e Tax Supervisors 
Seniar Analysts/ Analysts 
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Tax Systems-Tax Accounting - Manual Accrual Schedule 

--- --- - -- - - -- - _ -__ - _- ..- _"..._ I __I-I( __.---""--- - - - -..---c --. 
RE -- . " .." /ROLE --.- "--- "-- -- ; - - [DEPARTMENT' - - 

( ~ l e x  Torok 
"" - " "- "" "" -a 

Vice President F a x  - - --- -- 
m Kerr ."" - --- - l~u~erv i sor  - - -- r ~ a x  - 

I~enior-lead Analyst ) T a x  - 
\coordinator l~ccountin~ Research -- ....- 

l ~ r n ~  Sheppard - - - -  kanager l=Gg Research -- 

. 

C 

Definitions 

* -  

Related Information 

BDMS - Business Data Management System 

L 

Contacts 
I 

Revisions 

The following revisions are effective 09/01 /05: 

* Update policy for new manual ownership 
* Update policy to reflect reorganization of manual 
e Update policy for Process L)escription/Narrative 
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Tax Compliance-Indirect 
Ohio & Kentucky 

Property Tax Return & Payments 
Functional Area: Tax 

Sarbanes-Oxley Category: Tax 
Process Owner: Deborah Larke 
Effective Date: 02/ 02/98 
Revised Date: 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Policy Statement 
3 

It is the policy of the Cinergy Tax Department to accurately report the corporation's 
assessed value and to ensure that the corporation pays the correct amount of property 
taxes by adhering to the laws of the State of Ohio and Kentucky. 

t 

Reason for Policy 
rr 

To ensure that the company will accurately report its taxable assets in the proper 
taxing district and to minimize the company's property tax liability in 
accordance with the laws of the State of Ohio and Kentucky 

To accurately reflect the property tax cost by functional group thus insuring 
accurate costs of business operation across all business units 



Case No. 2006-00172 
Ky PSC-DK-01-004 

Tax Compliance-Indirect Ohio & Kentucky Property Tax Retum & Payments I"ag940 of 1026 

J 

Process  lows I 
See Provertv Tax Return Flow Chart - Kentuckv 

q3J -* 

ULNP flow chatkvsd UMP Property 

See Propertv Tax Return Flow Chart - Olzio 

-- 
CGE flow charlt.vsd CGE Property 

L 

[ Process Description/Narrative 
2 L 

Ohia - 
Property tax returns must be filed annually in Ohio. Returns are due March 1 of each 
year for property as of December 31; however an extension is requested extending the 
due date to April 30. Extensions must be filed on or before February 28. The annual 
filing of returns is required by law, but they also must be filed to ensure that CG&E 
receives a fair and equitable personal property tax assessment each year. 
The initial step in the preparation of the returns is to send the appropriate departments 
data requests for information that is needed to prepare the returns. This should be 
done as soon after year-end as possible (see Procedure for Property Tax Return 
Preparation for a detailed list of the data requests that are sent and who they are sent 
to). 

The next step is to run the CPR extraction and allocation in Power PT. A review of the 
CPR Extractions is necessary to insure all cost data imported into the PT system ties to 
the Plant Accounting system. After this step, reports needed for the preparation of the 
return can be run. 

Three Annual Reports are filed in Ohio - Electric, Gas and Common. The assessment in 
Ohio is based on original book cost less certain exemptions and exclusions. Under 
current law, the following types of property are excluded: pollution control, real estate, 
licensed motor vehicles, capitalized interest and capitalized drawing. An agreement of 
the capitalized drawing issue was signed by CG&E and the Ohio Department of 
Taxation on 12-214999. The agreement allows CG&E to use an agreed upon percentage 
deduction applicable to the capitalized drawing costs. This agreement expires after the 
2006 tax year. Once these exemptions are deducted from the original book cost, a 
percent good factor is applied to obtain the true tax value. The percent good tables are 
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defined by the Ohio Department of Taxation for each classification of property 
(production, distribution, transmission and general). The true tax value is then 
multiplied by the statutory assessment ratio to reach the assessed value. The Annual 
Report, including the supporting workpapers, is prepared by the Senior Tax Analyst, 
with assistance from the Tax Assistant and Intern, as needed, The form and 
workpapers are then reviewed and approved by the Property Tax Manager. 

Once the return is completed, a meeting may be scheduled with the Ohio Department 
of Taxation to discuss any significant changes in value from the prior year return. After 
the Department of Taxation has reviewed the return, an assessment notice will be 
issued stating the company's value as determined by the ODT. The assessment notice is 
reviewed for errors, and, if necessary, an appeal must be filed with the Ohio 
Department of Taxation within 60 days from the date of the notice. Once the final 
assessment notice is approved, the values by taxing district can be entered into the 
Statement of Tax. 

Kentuckv 

Property tax returns must be filed annually in Kentucky. Returns are due April 30 of 
each year for property as of December 31. An extension may be requested extending 
the due date to May 30. The annual filing of returns is required by law, but they also 
must be filed to ensure that CG&E, KO Transmission, Miami Power and Union Light 
Heat & Power receive a fair and equitable personal property tax assessment each year. 

The initial step in the preparation of the returns is to send the appropriate departments 
data requests for information that is needed to prepare the returns. This should be 
done as soon after year-end as possible (see Procedure for Property Tax Return 
Preparation for a detailed list of the data requests that are sent and who they are sent 
to). 

The next step is to run the CPR extraction and allocation in Power PT. A review of the 
CPR extractions is necessary to insure all cost data imported into the PT system ties to 
the Plant Accounting system. After this step, reports needed for the preparation of the 
return can be run. 

Separate returns are filed for CG&E, KOT, MP and ULH&P, The Kentucky returns are 
based on net book value. The returns are completed by using the Property Tax reports 
in Power Plant and completing a series af auxiliary schedules that populate summary 
schedules that in turn feed into the forms provided by the Kentucky Revenue Cabinet 
(KRC). The returns and subsequent schedules are prepared by the Senior Tax Analyst, 
with assistance from t e  Tax Assistant and Intern, as needed. The forms and 
accompanying work papers are then reviewed and approved by the Property Tax 
Manager. 
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Once the return has been completed, the KRC will issue a tentative notice of assessment. 
If the values are not agreeable, then a written protest must be prepared within 45 days 
of the date of the notice. A meeting is then scheduled with the KRC in order to discuss 
changes in property value and negotiate a fair market value for the property. A final 
notice of assessment is then issued and there is not an appeal period. However, the 
assessment notice is reviewed for errors, and, if necessary, contact must be made with 
the KRC to correct any errors. 

Frequently Asked Questions 
-L 3 

Ql. What is the average tax rate for CG&E Ohio Electric Property? 

A. For 2004 pay 2005, the average rate for Electric Personal Property in Ohio is 7.7744%. 
The average rate for Real Property was 4.4170%. 

Q2. What is the average tax rate for CG&E Ohio Gas Property? 

A. For 2004 pay 2005, the average rate for Gas Personal Property in Ohio was 8.6561%. 
The average rate for Gas Real Property in Ohio was 6.2781%. 

Q3. Are Pollution Control Facilities subject to Property - Tax in Ohio? 

A. No. 

44. Are Pollution Control Facilities subject to Proper@ Tax in Kentuckv? 

A. Yes. 

L 

Procedures 
r 

Property Tax Budget 

...----- --- "-- ------ ---- 
/DEPARTMEN? --- --JRI~SPONSIBILITY ---- ( " . - _ _ _ . _ _ _ _ ~ -  --- ~ I O N  ------ -- --* 

%X Fregg Scott ]Receive Budget Request with due 
I I - -...----... - J 

- - 
-- ---- /dates from Budget & Forecasts ---- --- - - -- 
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* _,___-.__ --.. "---.. "_.- " " ..--- I - X " " - -  - "  ---- -" 1.1- -.--- " -1- - - 
~EPARTMENT @ESPONSIBILITY ~ C T I O N  --- -- - - .- 

udget & Porecasts . Prepare 5-year capital budget by 
ompany by classification of property. 
ncluded in the 5 year forecasts should 

fuel inventory, underground gas 
pollution control capital 

ax t~ r in  Whitehead - Ohio 13, Run property tax report 1048 to obtain 
Hammond - KY pfant-additions. keview current 

additions and prior year budgets to 

I b u r e  accuracy . -- to --- additions. - - - ------. 
rates. Use a 3% to 5% 

aren Hammond - KY scalation for Ohio. Not necessary to 

year forecasts as prepared by 

..--_ _ ------.---- -- _ _ ____ ..-- ----- *-̂ -+ --------I- ---- - - --I 

Monthly Accrual Analysis 
- - "---.".. 

 DEPARTMENT -- RESPONSIBILITY 

-""--- -" ---------.-- - -----".. --- - . -- 

Accrual Analysis 

[DEPARTMENT --.---.- -- ----* I~E~PONSIBILIW-- --.----- - ,.*- -" -- - biikFEE--p- --- - *- - --A<- *----.".. - .- 
are received from the 

I arious state agencies - Oct. to Dec. The 
1 I ltotal of the assessments are reviewed to I 
1 I bsure the individual assessments agree I 
I f tin total to the assessment notices, 

___--- _ _ _  - --ll----.-l--- .̂  ̂ --.-- - -- ---- 

ii;;;;- r; onchita Wyatt . Assessment is entered into the 
tatement of taxes by taxing district. l- --- 

ax k-ond - KY 13, Reviews the tap 10 to 20 taxing 
I krin Whitehead - Ohio [districts to insure the assessments were I 

k h r e d  correctly into the statement of 
\taxes. _.__ _,..- --..... __ ---,,- ---. ______..__ .,_.. _ .... . , , - ~ , . ~ - - . - " . , - , ~ "  -."....."-.."?...." ", .- --."*.-. -. 
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.._"-..-"--"I"---" .-- . - - -. . __ " ---- . - - 
, /"-- _. ._. X___lr  ... . 
k ax Conchita Wyatt k. Receive tax rates from the state, which , 

are copied to tax rates table in the 
statement of taxes. Ohio tax rates are 
normally received in late January from 

I=--- aren XIammond - KY 
rin Whitehead - Ohio ----r----- --_.-"--""* _,- 

- - p i t a  wyatt 
___ _ __LI-I"- 

F x  taxing districts 
the statement of / i 

I --__ -- "_ -_"_-_.-_I- - - - " "  -- 
onchita Wyatt in the tax rates 

nd/or assessments need to be analyzed 

_ __---_ ___& 

- -  Wyatt- 

working days prior to the due date of the 

_II_c- 

payment and tax bills are 
tax manager for 

- - -- 

F orrect corp., payee, corp. number, 
account and the correct amount of 

"__ " II-C_.__ *- 

regg Scott 

. . .  ___-II( 

i 
( 1  

\county.) a-C.- .._C__I.. ----,. ! 

phyhita Wyatt receipt of check from accounb 
payable, verify for accuracy of the check 
bnd make a copy of the check. I 

-.,. --,- 
" i ~ " _ . , _ l _ _ _ _ . _  _l_II 

. ~ , _ _ ~ . _ _ , _ - _ _ " I I C _ . -  .,--- - 
Enchita Wyatt 14. prepare a cover letter and submit to 

I /property tax manager for - _._-_._ signature. .,-l.Cl...-l ---.--.--___ 
Iw__C..____.-._._,__ ".̂  ..-.. 

Fax 5. Mail cover letter, check, tax bills and 
i postage paid return envelope tQ Counhi i 
i r- F a s u r e r  or tax district. Payments are 

[mailed .__..I~_.__,,.__.._ via certificate __l...XI- of mailing. ,.._ .__-- 1 " _ -.--- __-.- - 
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bormation. 
___II__"I-____--L_ 

reviews and approves the 
is forwarded to 

ccounts Payable and a copy is sent to 

. . 
Note: Currently only two electronicfrmdr 
transfer - Hantilfon and W n m n  Counhj - 

__I- 

r- 
i __-_ *_ -_ ---. 

_"--."---- *-----. "--"- - r~-..-- -------.----"--"-- --.--- _ _ I  . .---- .-- .-  --.- 
Fax p g g  ~cot t  F Review Ohio adjustment to actual 

land propose adjustmenb to 
I 

. 1 i~ana~ement .  ---- - - --.. ---".-_̂ _."-__-̂  _--*- . , -  _ --_.-.---.- ------ mGrz- proposed Ohio adjustments 
or booking in current month or to 

1 ,- --*4-".-v---- Fax'- r_----"l-." ----.--. .- -. -..-.- 

P"' _..____ ." _ _ " _ ~ . - C -  

possible penalties in 
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- - - - - - - . - - - - - - - - - - - - - - - -  - - - -- 

ax Karen Hammond - KY [28. Make adjustment to actual for 1 

Property Tax Return Preparation 

__^________ _..-___-__- l__l_"___p___ -- ____-_ll_" -_---..." ...-.-...?- 
~E'PARTMENT ----- ~RESPONSIBILITY  TIO ON ------- 

ax fErin Whitehead - Ohio 11. Prepare & distribute data requests by 

1 karen Hammond - £0' banuary 5 via email 
--_"I_ --I-..-LII--. --- ---- --.------ --- --- -----.- "- - ---......- .. 

E @my ~ u & e r  &. Ohio capitalized interest by station by 
I I b~ass of property 
b a s  ~ n g i n e e r i n a  him Callahan b. ULH&P - Gas Services & Gas Feeder 

I 
V - 

1 f ~ a i n s  by taxing district - -- ---.-- - --- _- -*__-.- __-- .--- -- -" _.-__- ____-____ ------" - - -. 
bubstation Engineering m i a n k a m p  k. Capitalized drawing costs for Ohio - 
1" 7 " -  - " - - " - A  - " - -  I -- - k & ~ ~ r o j e c t s  
b a s  Engineering Dim CalIahan drawing costs for Ohio -1 
1 -... ....----- - 1 ___ p a s  --,__ Engineering -~-____--___--  __--. --.. 

rzoomer  Projects bj%fGTzn?ag--- - - Capitalize drawing costs for Ohio 
I -- I .  - - lcustomer projects 
/Engineering & Construction beff Snapp 17. Capitalized drawing costs for Ohio i 

1 broduction power plants 
-^ .̂ _IycI---.I~LIICI- - - -. 

in Kentucky by taxing 
& CG&E for 

distribution and transmission plant 
r---&"---- " --- - -  -.--- -- ̂ ---- * -----.-"..- --*" -.---..----* 
CC&E Billing . Number of electric & gas meters by 

I lass of customer by taxing district far 
ULH&P and CG&E 

bnnege Richardson 
P _ _  __ __I__ ----- ----^-- ._I ----- --...--- ICI-"-l----_l_ ---- - 

m e c t r i c  Power [lo. Property reports for Conesville - - -.----- "- - ....--.'.- 
F ~ - ' ~ ~ e r t y  reports for Stuart and Killen 

....---- ----- ----- 
----- 

4. Ohio Pallu tion Control Applications 
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. -,....--...------ "" ----- " -. " - - "  ----. - --.- - -.,--. 
CT Fleet obert Whitehead 

--- 
see CPR extract 

---- - - --.- ___ _---- p . . X _ " -  "---..".._ - .....-UI-- 

Preparing Returns 

1 b r e n  Hammond - KY bortion of the return. -....-*--- ------ -. I_-.."__ - - - _- --..I_C - - -----I-----.. 
Fa< -- bmitehead - Ohio F~rans fe r  prior y/e numbers to 

7- " -. ." " " " .- . - -----. 
~EPARTMENT -- /RESPONSIBILITY ~ C T I O N  --- 

I tbeginning year numbers from prior year I 

ax 

-- 

I beturn, --- .------ -- ---------*- *--- --., 
krin Whitehead - Ohio h. Run M&S reports and begin M&S 

Karen Hammond - KY 1. Fram mid February toend of April 
Erin Whitehead - Ohio prepare returns a s  data becomes 

vailable. Sr. Analyst and Manager are to 
make assignments for the intern and tax 
ssistant. Any work prepared by the 

intern/tax assistant should be checked in 
etail. - I 

ax krin Whitehead - Ohio . Run M&S reports and begin M&S 

i 

--..---- ------- - ---- 
rin Whitehead - Ohio 

un the following PT Repots: 
a. cpr report 1048 - account summary 

report 
, 

I 
i 

I 

c. cpr report 2042 - account summary 
by functional class 

d. cpr report 2031 - net value utility 
j account 

e. pt - 500004 - pt basis by property 
tax type by utility 

f. pt - 500005 - pt basis by prop tax 
type by utiISty by tax district 

i I . pt - 500008 - pt basis by state by 
county by taxing district by utility 
account 

^_"_ --_I...1 --- - " . . , - -  ----,-- -.J 
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1 - ~ ~ _ _ - _ _ _ ~ -  -- -- ____-__" -__-_ ___________."___ ."-.""-..-"--- --.-- "- ""-.- .- -" --- ------ 
- : h. pt - 500021 - pt net value by state ,' 

I 

I by county by district by location ' 

(Note: excerpt copies of all reports can be 
fotcnd in three ring binder labekd Power 
Planf Reports on Sr. Tax Analyst's desk - E. 
Wllitehean) 

Prepare the real estate exemption 
ortion of the return -_ "..- _ _llll_ __-____-"" 

rin Whitehead P the licensed vehicle, 
drawing, capitalized interest, 

obsolescence adjustment 

~eview 
1 1 _ 1  - -". - - KY 40. Prepare production, transmission, 

distribution, general and common 
portions of the returns. 
Run the following PT Repots: 

a. cpr report 1048 - account summary 
by state 

b. cpr report 1184 - cpr ledger account 
report 

c. cpr report 3000 - cpr mass average 
cost report 

d. cpr report 1042 - account summary 
by functional class 

e. cpr report 1031 - net value utility 
account 

1. pt - 500005 - pt basis by prop tax 
type by utility by tax district 

g. pt - 500018 - pt net value by 
property tax type by utility account 

h. pt - 500019 - pt net value by pt 
type by utility account by taxing 

' district 
i, pt - 500022 - pt net value by state 

by county by taxing district by 
utility account 

(Note: excerpt copies of all reports can be 

I 
foiint? in three ring binder lnbeled Pourcr 

I 
on Sr. TN- Analyst desk - E. 

- - -- - *--- 
---- 

trax the various b schedules: 
(Note: tliose are refireicing only ULl3G.P 
kcllrdltles - see CGOE KYfilcs for n listirrg of 1 
b scl~ediiles for CGCiE) 

a, b- 1 - real estate land 
b, b-2 - real estate structures 

I 
c, b-5 - distribution mains 

i d. b-7 - gas M&R equipment 
~l___l..,_l-" .---.-lll---l - -- I- --I"_ " 

_ _____......-_"I_-- -- ----- -- - - - --- 

-10- 
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- - +. ". - -*"--". 
r 

e, b-9 - gas meters 
f. b-10 - transmission lines 
g. b-11 - conduit 
h. b-12 - street lights 
i. b-13 - line transformers 
j. b-14 - customer transformers 
k, b-15 - electric meters 
1. b-16 -autos 
m. b-17 - general equipment 
n. b-18 - material & supplies 
0. b-19 - gas production equipment 
p. b-20 - substations 
q. b-21- CNG equipment 

2. As major portions of the returns ar;- 
ompleted forward to Manager for 

- --- 

nalyst 
- .,------------ - --"---" "..---.. "-*- --.- 

- --..- -...-.---- - . . --~l~l-"__Ill---C------. 

Fax pgg Scott F5. Check Ohio reconciliation schedule 
---------" -----.-."., ____.I___- . I - _ _ -  _- ....--W--~-_-_L ---- --- 

regg Scott F p. Verifies any large increaser - 
. \decreases in the work papers 

----..., --.-- -.--.... 
are no negative values in 

the return 

ompared to prior year valuations ---- ----.. - ----.- "--. - 

%..--.+...--- .--.. --em- r-" -...----* - - . "--- ___-__ _ _ lll-l_- _-ll__-ll_".". 
Conchita Wyatt 

abinet, one copy to Farmer & Humble, 
one copy to coordinator, one copy to 
'management plus summary review, two 
k opies for the files) 

r---- ---- 
Gregg Scott 

jGdj~shltents, coordinator is to ntect elie OIL 

-- ----*------."." ---....-* --.--...-.-- 
bne with the Ohio Dept. ofTaxntiott to "....~__-_-... _---- 
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- . . -  " 

1 - - - -  - _. ----.-_ ---"---_"--. " -..-. . " . . --.-- ---------- ---?.---., -. . -..- -- -"-..- 

otices from Ohio and Kentucky and 
eviews for errors, (Note: fn years past fhe 
ODT has issried inctowect nssessntent notices. 
These ntitst be reviewed in detnil,) - - - -------...- - - --- 

- ---..-. 

---- 
ax Prepare for this meeting - must have 

rmation to support lowering the 

ts. Support data for KY - 

aluations for electric and gas. Review in 

!Assistant for statement of taxes 
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L 

Training and Documents 

Who Should Know - 

Vice President Tax 
Manager 
Sr. Analyst/ Analyst 

* Tax Assistant 

k 

Related Information 
J 

Tax Accounting-Monthly Close Property Tax Policy 

Tax Compliance-Indiana Property Tax Return and Payments Policy 

Contacts 
-- - 

Name - - l~o le  b ~ t  -- ----. 
Alex Torok pi?zzGG-' - - -by. -  ---- . _ _ I _ - ~ - - -  ------- -- 
Gregg Scott --- panager F ------- 
Karen Hammond F o r  Analyst -- --- ...-- '--- f=-- ---- - 
Erin Whitehead - - m- "..- 

-r Analyst 
7-- ---."".-- -- k ---- -.- "--"-- 

Conchita Wyatt -- - - KX-~ssistant - -- pG-- - -... 
Erica Glenn poordina tar --- bunt ing Research --- --.- -.--- -- ---. -"-. 
Amy Sheppard 

--.--4-- 

/A-search ' E a g e r  -"......--. -- - -- 

t 

Definitions 
F I 

BDMS - Business Data Management System 

Assessed Value - Qhia Real Estate - 35% of the fair market value 

Assessed Value - Ohio Electric production'& general property - 25% of the taxable 
value 
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Assessed Value - Ohio Electric transmission & distribution personal property - 88% of 
the taxable value - 

Assessed Value - Ohio Gas personal property - 25% of the taxable value 

Ohio Taxable Value - Value of the property after exemptions, cost adjustments and 
depreciation. Note: Each hype ofproperty has certain exemptions, cost adjustments and 
depreciation schedules. 

Revisions 

The following revisions are effective 09/ 01/ 05: 

Update procedure for Personnel Changes 
Update procedure for process changes 
Update Who Should Know 
Update Contacts 
Update policy for Process Flow 
Update policy fur Process Description/ Narrative 
Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
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Tax Compliance-Indirect 
Kentucky County Sales & Use Tax 

Returns & Payments 
Functional Area: Tax 

Sarbanes-&ley Category: Tax 
Process Owner: Deborah Larke 
Effective Date: 02/02/98 
Revised Date: 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Policy Statement 
Q 

It is the policy of the Cinergy Tax Department to provide for accurate and timely 
filed County of Kentucky Sales & Use Tax Returns & Payments. 

Reason for Policy 
2 

To ensure procedures are in place to accurately complete and file County of 
Kentucky Sales & Use Tax Returns & Payments 

t 

Process Flows 

None 

Process Description/Narrative 
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The Tax Department is responsible for filing the Kentucky county gross receipts 
tax returns to comply with Kentucky and local laws. The gross receipts tax is 
incurred when Union Light Heat & Power (ULHP) utility services are sold. The 
tax is charged on taxable sales in the customer billing system and accrued in 
various accounts 241- accounts payable to the various localities. 

In the Tax Department, the Tax Clerk prepares the various tax returns based upon 
reports from the customer billing system and prepares a check request. The Tax 
Supervisor reviews everything and signs the check request. After copying the 
return and the check (issued by accounts payable) the Tax Qerk mails the return 
and check to the various locality by the return due date. The tax returns are due 
on the 20th day or last day of each.month for the preceding calendar month. 

4 I 

equently Asked Questions 

Q1: Why do we pav KenhxckV sales tax to the counties? 

A: The school districts and counties of Kentucky can levy a tax an utility receipts 
for support of local operations. 

42: What rate of tax do we pay? 

A: Our tax rate is 3%. 

Procedure 

Procedure for preparing Kentucky County Sales & Use Tax Returns & Payments 

--"----- -- ---.-- -"- ------i----*--.-̂ ---- -"-- -'A-L.."-- -- 
[DEPARTMENT "--- [ RESPONSIBILITY ---- -- 

1.  Generate a copy af CSS detail report 
that contains revenue and tax 
calculated, exempt customers and 
charge-offs, recoveries, and 
unaccountable taxes. Note: Genernfc this 

I irlforntntr'on by the lo*' worki~rg day. -------- ---*--.-.- "-- ---- - - 
Tax queries (FRT) to obtain 

t 

a 

i current rnont11 , 
----. "-- --.- - - - I 

P ----- ----. , 
Patricia Colvin 3. By khe 13th working day, transfer 

I 
balance data into Excel worksheet, 
baIance with G/L, and resolve special i 

L"I__I_-__I__I___-____-_ " -  _ ___--.I. - I----- -- -- -I-------. "--------- 
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- - - - . . . - 

- A " "  

- -- /account activity. 
Patricia Colvin 

-- - -.- -*- 

RFP and completed return. 

and mail the return package, which 
includes the payment. 

r, 

Training and Documents 
I 

Who Should Know 

e Tax Supervisor: 
Tax Clerk 
Tax Administrative . 

Accounts Pay able 

L 

Related Information 
t 

Contacts 
r- - I 

I~ame  ole /Department __ "__ --.".- - _ _ __--..- - ---"- -- _I--.--..---- -- --- --- 1----- 

him Kerr Fupervisor -- [ ~ a x  
..-------- - - - -  --- 

l~atricia Colvin - - e s 

[cody Cai" 

l~ebbie Roetting l~dministrativc -- 
, - -  - -  " - - - * - - - - ^ - ~ .  *------ ---- - ', ""-- .I"-" -----I 

Frica Glenn Fordinator IAccounting Research -- I 
r 

\Amy Sheppard --- lizzgT------'----. ==Research -- -- 1 
Definitions 
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CMS - Customer Management System 

CSS - Customer Service System 

Exempt Customers - Customers who are not required to pay tax 

Charge-offs - Elimination of Unpaid Accounts 

Recoveries - Receipt of payment of previously charged off account 

Unaccountable Taxes - The difference between tax calculation on total utility sales 
and individual accounts due to rounding. 

Revisions I 

The following revisions are effective 01/01/ 04: 

Update policy for Process Changes 
e Update policy for Personnel Changes 

Update Who Should Know 
e Update Contacts 

The following revisions are effective 09/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy for Process Description/Narrative 



Tax Compliance-income Tax Depreciation 

Tax Compliance-Income 
Tax Depreciation 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09 / 01 / 05 

a 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

e Launch iPower 
Select "Accounting Policies and Procedures" under the "Cominunities" heading at 
the top of the page 

bolicy Statement 

It is the policy of the Cinergy Tax Department to provide complete and accurate 
calculations of various tax depreciations on the corporate fixed assets. 

i 

Reason for Policy 

To ensure tax depreciation methods and lives are assigned according to appropriate tax 
laws and regulations 

Process Flows 

See attached Federal Return Flow Chart 

Federal Return.vsd Federal Return.ppl 
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This process covers the assignment of appropriate tax depreciation methods, lives, and 
conventions to assets acquired and recorded as Property, Plant, and Equipment (PP&E). 
The process starts with identification of new projects or the transfer of asset additions 
from the Power Plant (book PP&E software module) to Power Tax (tax PP&E software 
module). The Tax Analyst may also consult with associates in Fixed Asset Accounting 
or Business Unit associates to obtain a clear understanding of the new assets. They will 
then review various tax resources to determine the proper tax treatment of that asset, 

Having established the proper tax treatment for an asset the analyst will then update 
the Power Tax software to add the asset to an existing or establish a new tax class. The 
Power Tax software is programed to properly track the tax depreciation based on the 
method, life and convention assigned to a particular tax class and vintage. A 
Supervisor or Manager will review the update process to confirm proper application of 
tax depreciation rules, 

The Analyst and Supervisor review Power Tax system reports for errors and omissions 
and to balance the transfer of data from the Power Plant system to ensure that all asset 
transactions have been successfully included in Power Tax. 

For assets which are currently maintained outside of the Power Tax software (typically 
these assets are also tracked outside of the Power Plant software and involve assets 
owned by small Cinergy subsidiaries) the Analyst and Supervisor perform essentially 
the same steps by updating or creating and reviewing Excel spreadsheets to track the 
method, life and convention for the particular tax class and vintage. 

Frequently Asked Questions 

Ql. What is the impact of incorrect application of depreciation? 

A. Failure to properly apply the appropriate tax code and regulations may result in the 
inappropriate calculation of tax depreciation. This could result in the loss of accelerated 
tax depreciation benefits and the incorrect recording and payment of tax liabilities. 

Procedure 
$ 

Procedure for assigning appropriate tax deprecation methods, lives and conventions 
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-- 

JDEpARTMENT--- 
7-- 

P~'ONSIBILITY"-"--- 
ax Department - T i n t  ---" 

ennis Wulker 

1 mail, project teams, or meetings. ----. 

ide and other relevant research 

Department ' rz--"---- 
nhy the asset is assigned depreciation 

methods, lives and conventions. 
-..------- -. 

ennis Wulker ervisor reviews 

--.".- 

re assigned. Any errors are corrected. 
ennis Wulker imporb fixed * 

but not the Power Tax software. 1 

reports to ensure that all 
entered into the Power 

ntered into the Power Tax software. 
.._I-----.- ---- 
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T r a i ~ n g  and Documents 

-.* ~-- -" .  -< - .-." .."..*- --- - "  .-...-- " - .. - - - - 

[DEPARTMENT -- F~ESPONSIBILITY ~ C T I O N  

Training: 
Power Tax System, Power Plant System, Federal and Jurisdictional Regulatory 
Requirements, SQL, Microsoft Office Software. 

Additional Documents: 
BDMS 

ax Department 

i 
"- - 

Who Should Know 
2 I 

Dennis Wulker 

upervisor. Once resolved, the 
is made within 

-- " "  - - -  . 

Tax 

Related Information 

Tax Compliance Income Ohio Fixed Asset Processing Policy 
Tax Compliance Income Indiana Fixed Asset Processing Policy 

a -- 
Contacts 

- ---- -11- 

NAME bEE- !DEPARTMENT --_ u.r.--.-..~..----,,-..*--.w-. ^ ,.--.- " -.-. - ..-. - -.----.- 
Alex Torok pice President 

...--.-. .,. 
Fax 

I.X .,.-A ll-.-.-,.lll_-~l-l-l,-,-,-, -..- _ --,..- "" " .-----.... ".-- .l-...-..l-.-lll.-...--- 
Dennis Wulker /;Coordinator b x  

-, - -,_- - " -.-.--.- ~,,.-"-.* ------ ... "-I.-...---.-...-----+.*--,-.-.-.-." ------.-...-. .-.... 
Tom Hunt bnior  Analyst 

- , - -  ..,. -.."..----.-. .-,---. - ----.---.- ..... 
pix 
[-" .-...---,..?.,--.,-" ?m.--,---...." " --- 

Erica Glenn Fordhatar  iAccoun ting Research 
-_"(YI_._I,-,, ._,I..--..--.)--,- .--" -.--" ---.-" - --...-.-- I -.--.-.- --- 

kctountiAn Research A.~X-Z~B"* ~.----.----.-.-7._ bana~er --- --.-- .--- - --.. 



* CMC NO. 2006-001 72 

Tax ~ok~l iance-home Tax Depreciation Kpi'SC-I>R-01-004 
Pagc 96 1 of' 1026 

Definitions 

BDMS - Business Data Management System 

Power Tax System - The PC based computer system used to accumulate and maintain 
the corporate fixed assets for tax purposes. This includes the calculation and 
maintenance of the various types of tax depreciation, their accumulated reserves, and 
any related deferred taxes. 

Power Plant System - The PC based computer system used to accumulate and maintain 
the corporate fixed assets for financial purposes. This includes the calculations and 
maintenance of the book depreciation and reserve balances. 

Revisions 

The following revisions are effective 09/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update procedure for process changes 
Update procedure for personnel changes 
Update Who Should Know 
Update Contacts 
Update procedure for Process Description/Narrative 
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Tax Compliance-Income 
Tax Depreciation 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process h e r :  Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/01 / 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

L 

Policy Statement 

It is the policy of the Cinergy Tax Department to provide complete and accurate 
calculations of various tax depreciations on the corporate fixed assets. 

Reason for Policy 

To ensure tax depreciation methods and lives are assigned according to appropriate tax 
laws and regulations 

Process Flows . 
J 

See attached Federal Return Flow Chart 

Federal Return,vsd Federal Return.ppt 
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Process DescriptioqNarrative 

This process covers the assignment of appropriate tax depreciation methods, lives, and 
conventions to assets acquired and recorded as Property, Plant, and Equipment (PP&E). 
The process starts with identification of new projects or the transfer of asset additions 
from the Power Plant (book PP&E software module) to Power Tax (tax PP&E software 
module). The Tax Analyst may also consult with associates in Fixed Asset Accounting 
or Business Unit associates to obtain a clear understanding af the new assets. They will 
then review various tax resources to determine the proper tax treatment of that asset. 

Having established the proper tax treatment for an asset the analyst will then update 
the Power Tax software to add the asset to an existing or establish a new tax class. The 
Power Tax software is programmed to properly track the tax depreciation based on the 
method, life and convention assigned to a particular tax class and vintage. A 
Supervisor or Manager will review the update process to confirm proper application of 
tax depreciation rules. 

I'he Analyst and Supervisor review Power Tax system reports for errors and omissions 
and to balance the transfer of data from the Power Plant system to ensure that all asset 
transactions have been successfully included in Power Tax. 

For assets which are currently maintained outside of the Power Tax software (typically 
these assets are also tracked outside of the Power Plant software and involve assets 
owned by small Cinergy subsidiaries) the Analyst and Supervisor perform essentially 
the same steps by updating or creating and reviewing Excel spreadsheets to track the 
method, life and convention for the particular tax class and vintage. 

Frequently Asked Questions 

Q1. What is the impact of incorrect application of depreciation? 

A. Failure to properly apply the appropriate tax code and regulations may result in the 
inappropriate calculation of tax depreciation. This could result in the loss of accelerated 
tax depreciation benefits and the incorrect recording and payment of tax liabilities. 

Procedure 

Procedure for assigning appropriate tax deprecation methods, lives and conventions 
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Training: 
Power Tax System, Power Plant System, Federal and Jurisdictional Regulatory 
Requirements, SQL, Microsoft Office Sof Ware. 

Additional Documents: 
BDMS 

- _ -,.--- __-__-_"*_ - -.........".."l". -- ---- ----. - I - _-I - - -  
DEPARTMENT t IRESPONSIBILITY /ACTION 

3 

Who Should Know 
-i 

Tax 

$.Generated error reporb that cannot be 
resolved by the tax depreciation group 
are discussed with the fixed asset 
supervisor. Once resolved, the 
appropriate adjustment is made within 
the power tax system, The asset is 
appropriately categorized and entered 
into the - system. ...,-... 

Tax Department 

t 

Related Information 
r 

Dennis Wulker 

, 

Tax Compliance Income Ohio Fixed Asset Processing Policy 
Tax Compliance Income Indiana Fixed Asset Processing Policy 

" - 
NAME IROLP ' ~EARTMENT - .-. - - 

-1 
".....---" - - 

------ e ---- "_  -----.- -.".--- 

Alex Torok -------"-*..- - - bicc President _ _ _  _ __ --,"_- _ ",-......---" --.. -- -- ..--."- 
Dennis Wulker 
--"----...-l_l__l--- 

f c C ' a t o r  --- ".--- kax -_----- _ ---- --- 
Tom Hunt bnior Analyst - -.-"- ----- F 

I - . . - I  "_ ."...-._"___ --*--.--- -- ----- ".- - 
Erica Glenn ‘-- (Coordinator kccounting Research 
__"__l_ _-".._______" ----- _I -_-____ _ - - -  --_-.... -------̂ ...-- - -- -----_- ----- 

Amy -- Sheppard ___ -_.._..__-_- M x i e r  _-_ -_ _-- -_ __ ~ccounti.nL~esearch _ _ _  ____ -------.- . - - I-I -I-----1I 
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Definitions 

BDMS - Business Data Management System 

Power Tax System - The PC based computer system used to accumulate and maintain 
the corporate fixed assets for tax purposes. This includes the calculation and 
maintenance of the various types of tax depreciation, their accumulated reserves, and 
any related deferred taxes. 

~ower'plant System - The PC based computer system used to accumulate and maintain 
the corporate fixed assets for financial purposes. This includes the calculations and 
maintenance of the book depreciation and reserve balances. 

4 

Revisions 

The following revisions are effective 09/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update procedure for process changes 
Update procedure for personnel changes 
Update Who Should b o w  
Update Contacts 
Update procedure for Process Description/ Narrative 
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Tax Compliance-Income Tax Shelter & 
Other Reportable Transactions 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Pracess Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/01/05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Policy Statement 

It is the policy of the Cinergy Tax Department to make complete, accurate, and timely 
filing of the federal income tax return. 

Reason for Policy 
r 

To ensure procedures are in place to identify and disclose in the Federal Tax Return 
transactions that are considered tax shelters 

Process Flows 
t 

See attached Federal Return Flow Chart. 

~edt?ral%urn,vsd Federal Return.ppt 
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L 

Process Description/Narrative 

This procedure describes the process of identifying reportable transactions. On a yearly 
basis the Vice-President of Tax sends a memo to Senior Management outlining the 
current rules regarding reportable transactions, The Vice-President follows up with any 
correspondences that identdy possible reportable transactions. All reportable 
transactions arc! documented and disclosed on the appropriate tax return filings. 

Frequently Asked Questions 

QI. What is the impact of fail in^ to identifv and disclose reportable transactions? 

A. Failure to properly identify and disclose reportable transactions can result in 
penalties as high as $250,000 per transaction not disclosed. 

Procedure 

Procedure for identifying reportable transactions 

------------ - ---- --- - - ..?.---- -- 
E N "  

-- -----. -- - 
~ P A R T M E N T  I~@E~~@SIBILITY 

1. Vice President annually sends memo to " r ~ o r o k  
nior Management outlining the existing 

rules regarding tax shelters and other 
reportable transactions. Senior 
Management is directed to pay particular 
ttention to the "What Needs to be 

bisclosed and the appendix part of the 
I 

___I__ __ "_ -- - -- - - -- - -. -- --,----.------- -.. 
ax Department r lex Torok (Initially, company wide, then on 

basis.) Vice President to 

i meet with Senior Management to discuss 

I t a x  shelters and reportable transactions 
, ulcs. -- - ---- ---.- ---."..- ".... -_+_-_ --- -.--- - "- --- . 

Tax personnel, F Next, (at least annually) Vice President 
Jo discuss with Senior Management 

i 

transactions that might be tax shelters or 
reportable transactions or transactions 
that axe substantially similar to those 

--- ------ ---- - --- types of transactions. ------ --..-_11 
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Training and Documents 

L 

Who Should Know 

* CEOlCFO . Senior Management 
Tax Department 

Related Information 

Tax Compliance Income Consolidated Federal Return Policy 

Contacts 

- - --- _____I."__ __"_ _"I_̂ _*___l_l___̂ _.._ " "  __.-.. Y.".-...."-"-I----__..* "- -_------- --" ---. 
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Alex Torok --"-'--pice President 
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Brett Faris ---" bxi-~ead Analyst b x  
_ _ _ - _ _ _ i _  

- - ---_ -- - - _- "-.--- - - - ---- 
Erica Glenn b d i n a t a r  !kcounting Research 

_"__ -_ll_____"_ __ _ _  I)-L-_ "- ---. ------ ---- - - - -- --I-----"- - - - - -- 
AJ??hc~ppard-- --"- --....__. - - g E %  - -  - -  - -  Accounting_Research - -  ----- --. - 
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Tax Compliance-Income Tax Shelter and Other Reportable Transactions 

Definitions 

BDMS - Business Data Management System 

I 

Revisions 
f 

The following revisions are effective 04/ 01/ 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy for Process Description/Narrative 
Update policy for Process Flows 

The following revision is effective 09/ 01 / 05: 

Update policy for personnel change 
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Tax Compliance-Indirect IFTA & 
Kentuckypndiana Weight 
Tax Return & Payments 

Functional Area: Tax 
Sarbanes-Oxley : Tax 
Process Owner: Deborah Larke 
Effective Date: 22/31 / 03 
Revised Date: 09/ 01/ 05 

All accounting policies and procedures &an be found on the Accounting Policies 
and Procedures community within iPower as follows: 

Launch iPower . Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

b. 

Policy Statement 

It is the policy of the Cinergy Tax Department to provide for accurately and 
timely filed IFTA & Kentucky/Indiana Weight Tax Returns and Payments. 

a. 

Reason for Policy 
K 

To ensure procedures are in place to accurately complete and file federal excise 
tax returns and payments 

Process Flows 

None 
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The Tax Department is responsible for preparing and filing International Fuel 
Tax Agreement (IRA) and Weight Distance tax returns to comply with state and 
federa1 tax laws. The IFTA tax is imposed on vehicles for miles traveled in a 
state. The Weight Distance tax is imposed on vehicles over 59,999 lbs. for miles 
traveled in a state, 

The Transportation Department maintains records that track the type of fuel 
purchased and the miles traveled within each state by vehicle for each month. 
The Transportatioi~ Depaxtment provides this information to the Tax Department 
to prepare the IFTA and Weight distance tax returns. 

In the Tax Department the Tax Clerk prepares the IFTA and Weight Distance tax 
returns and check requests. The Tax Supervisor reviews everything and signs 
the returns and check requests. After making a copy of the checks (issued by 
Accounts Payable) and signed tax returns, the Tax Clerk mails the returns and 
checks to the tax authorities by the due date of the tax return. The IFTA and 
Weight Distance tax returns are due on a quarterly basis on 1/31; 4/30; 7/31; and 
10/31. 

Frequently Asked Questions 

QI. What is a "weight distance" tax return? 

A. A "weight distance" tax is imposed on vehicles weighing over 59,999 lbs for 
miles traveled in a particular state. 

Procedure 

Procedure for preparing IFTA & Kentucky/Indiana Weight Tax Returns and 
Payments 

r --- -"-- r--------- 
[DEPARTMENT [RESPONSIBILITY /ACTION ____ _-__-.  _"  _ __-__I_̂--X_ ( _ _ ~ l _ l - . - L _ _ _  - -+I- -"-I-*X.. 

la. Generate and distribute via e-mail, 
by the 20th of the month, an Excel file 
that details the fuel usage and miles in 
each state for each qualified vehicle 

Transportation 

lfar CG&E, ULIi&P and LG inonthly. _____--_-- _______l_l_____..."_..._ ___-."-.. .-.---ll~ll -- . ----̂ --..---. - 
r~a-&Gls Management [~e lan ie  Jones - - [lb. By the 20th of the month, generate ---..------- - ---.-- -1 

$oycc UhI 
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lc ,  Forward odometer readings to 
Data Processing who generates a 
report that contains ending mileage by 
month by vehicle number and 
forwards to Tax by the 25" of the 
month, 

Transportation 

% 

GayIe Collins 

- 
Tax Department 

Enter monthly totals into an Excel 

average miles/unit per gallon by 
fuel type 
Tax liability per fuel type. 

Note: Accontplish tltese tasks by 4/30, 
7/30, 10/30f 1/30. 

_-.-- _ I____w _ _ ----* ^-------------.."-"-- 
Patricia Colvin 

adrnin for typing. Nofe: Accontplislr 
these tasks by 4/30, 7/30, 20/30, 1/30. 

--- 

1/30. - 

I -- --- J 

- 
Patricia Colvin 2. By the 25fi of the month, transfer 

miles, total gallons, types of fuels per 
Gehicle per state into Excel worksheet 
which sorts and totals by: 

fuel types (diesel, gasoline, 
propane) 

r total fuel 
* fuel purchased elsewhere 

total miles 
* miles by state --- 
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Training and Documents 
r 

o Should Know 

a Vice President Tax 
* Director Tax 

Supervisor Tax 
a Transportation 

Materials Management 

r, 
Related Information 

Ir A 

Request for Payment - Accounts Payable 

" -,.-.-------" "--- - _....-."..- - -- --I __"..I 

pame -jRole ' ---ppartrnent -*.-. "--- --"."- --".--..---- -I _----__ -I-..----.. p&%z--- r Vxce President p --- - __l___l_ll^_ _" _.---_ I _ _ _ _ _ ~ " _ C 1  " lll-...-- --------- --. 
(Deborah Larke E c t o r   ax .....--...-.-.- 

/lim Kerr F c o r  - / T a x  
-jTaxiGT------- 

--.. 
[~atricia Calvin /clerk .- ...------ -- ---------.. - _-- _ _ _ _ " _  ------- 
[Debbie Roetting Fdministrative Assistant - ----- - - - ^ ...- _ _ " _.____-_- _-.. ̂ _-- --I 
[~=G(enn - -- ----.p&rdinator p u n t i n g  Research --- - -- ..-- -- 
bzheppard l ~ a n a ~ e r  /-&?arch 

Definitions 

kk 

Revisions 

The following revisions are effective 09/01 /05:. 

Update policy for new manual ownership 
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Update policy to reflect reorganization of manual 
Update procedure for Process Change 
Update procedure for Personnel Change 
Update Who Should Know 
Update Contacts 

* Update policy for Description/ Narrative 
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Control Environment-Administrative Tax Department Communication with Financial Management Tax Legistation 

Control Environment-Administrative Tax 
Department Communication with 

Financial Management Tax Legislation 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larlce 
Effective Date: 12/31/03 
Revised Date: 09/01 /05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within Power as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Policy Statement 

It is the policy of the Cinergy Tax Department to provide senior financial management 
and board/audit committee with a sufficient understanding and awareness of 
important tax compliance, financial reporting, controversy, planning and other issues, 
and the significance of taxes as part of the rate making process. 

L 

Reason for Policy 

To ensure a protocol has been established for regular, documented communication 
regarding important tax issues with senior financial management and the board/ audit 
committee 

9 

Process Flows 
a 
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Conh'ol Environment-Administrative Tax Department Communication with Financial Managemmt Tax lngisla~on 

None 

This procedure describes how the Tax Department communicates legislative changes to 
senior financial management. The Vice-President of Tax prepares written documents, 
sends e-mails, attends meetings, and has verbal communications with senior financial 
management on a regular basis to keep them abreast of significant changes in tax 
legislation that impacts the company. 

t d 

Frequently Asked Questions 
F- 

Q1. Whv is it important that senior financial management have an in depth 
understanding - of the Tax Department - and its inner workings? 

A. An understanding of the output of the Tak Department is necessary to overall 
business planning and accurate financial reporting. Important future tax liabilities 
could be missed in the budgeting process that could negatively effect earnings per 
share. 

Procedure Tax 

Tax Department communication with senior financial management 

--* -_____ __"__, __..--- 
[DEPARTMENT  RESPONSIBILITY .---..-- -- --/ACTION ---- 
d m  ax Department report of Tax Department 

activities is prepared and submitted to 
the Vice President of Finance for 
inclusion in the agenda for the bi-weekly 
jCFO meetings. --------- 

meetings where seniar financial 
anageement is updated on all current 

pxr>epartment Alex Torok 

__--_-- - ---- -- ---- 
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Control Enviroment-Administrauve Tax Department Communication with Financial Management Tax Legislation 

.*--- --_____I_" _ _  _ I " .-_____ -. ---- -.---- ""-"-_ . -- - ._I -- - - - - - . . 

~EPARTMENT 
--.-- BESPONSIBILITY ~ACTION "--."- --"."- 

I ----- "---"-. -I----- . - - - - "-" -- --"- " 

y written G o  and distributed by e- 
ail to senior f i n ~ c i a l  management. -r . -*. 

d 

Training and Documents 
lr 

J 

Who Should Know 
a 

Board of Directors 
Audit Committee 
CEO&CFO 
Tax Department 

A 

Related Information 
L 

Contacts 

Definitions 
i 

1 

Revisions 
f 

-..--.-------- -- -p -- ....-...--- _ - l - " - -  --- 
NAME / l i b ~ ~  ~~E~~EEENT -- 

The following revisions are effective 09/01/05: 

Alex Torok 
" - " h e  - "  " " " * " -  

John Lechko 

* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

Vice President ax . -  " * - -  - - " -  "" 

Manager ax - -- - --- 
Leanne Cropper -or ax ..----- -...- ---- 
Erica Glenn Floordinator Accounting Research -- - - -"- -- r _ _ _ - - _ _  
Amy Sheppard *- I~anagew - .- --- F t i n g  -- ~esearch - - --- 
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Contrd Environment-Administrative Tax Department Communication with Financial Management Tax Legislation 
4 

Update policy far Process Description/Natrative 
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Tax Systems-Income Master L-1 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Qwner: Deborah Larke 
Effective Date: 02/02/98 
Revised Date: 09/ 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

b 

Policy Statement 

It is the policy of the Cinergy Tax Department to provide in-house tax systems that are 
accurate and in a form needed by the Tax Department. 

Reason for Policy 

To ensure procedures are in place to guarantee that content within in-house tax systems 
are accurate and in a format needed by the Tax Department 

L 7 

Process Flows 

None 

Process Description/Narrative 

The Consolidated Book to Tax reconciliation schedule, commonly referred to as the 

- 1  - 
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Master L-1, is an Excel-based spreadsheet maintained for each return cycle to reconcile 
book income to taxable income, as well as detail all schedule M-1 adjustments. ?%is 
schedule is maintained with individual entity level detail for all companies included in 
the Consolidated Federal Income Tax Return, This schedule serves as the incremental 
step for reconciling taxable income for each individual entity to the consolidated taxable 
income reported on the Consolidated Federal Income Tax Return. The Master L-1 
functions as a reconciling tool for the federal compliance software, ensuring the 
integrity of the consolidating and eliminating adjustments throughout the return cycle. 

Once the internally circulated financial statements, commonly referred to as LER, have 
been finalized for a calendar year, the process of populating the Master L-1 can begin. 
Net income applicable to common stock is entered on an entity-by-entity basis from 
LER's Income Statement. Adjustments including federal income taxes, state income 
taxes and equity in consolidated subsidiaries are then entered to arrive at book income 
before income taxes. This amount is then compared with book income before tax from 
the BDMS Tax Closing Reports and any variances axe investigated and reconciled. 
Book to Tax differences, commonly referred to as Schedule M-l's, estimated throughout 
the year, are then entered from the BDMS Tax Closing Reports on an entity-by-entity 
basis to arrive at federal taxable income. 

As Tax Analysts prepare individual income tax returns, the estimated book to tax 
differences are replaced with the actual amounts in the Master L-1. The preparers 
change the font of these adjustments from black to blue to signify that the adjustments 
have been finalized. Continuously throughout the return process the consolidated 
Master L-1 taxable income is compared to the tax compliance system's taxable income 
and any variances are analyzed and corrected. Ultimately, this schedule is reviewed by 
the Tax Supervisors to ensure the accuracy of the Consolidated Federal Income Tax 
Return. 

C 

Frequently Asked Questions 
1' 

Q. What is the result of failing to review in house tax svstems? 

A. A failure to review in-house tax systems can lead to inaccurate output data that 
results in over or under reporting of income on the federal tax return. 

Procedure 

Procedure for Master L-1 
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. . - 
~EPARTMENT ESPONSIBILITY CTION 1 

---- --"- --- -- ..-- - ---""--- -- 
tax differences are ax Department 

Master 1,-1 is rett Faris 

software to ensure accuracy 
by the Lead Tax 
of State, Local & 

,.".-" . "  " ...-?.-,- -. . the; Taxes I , .  . " , ,  , " , k  . .. . "  . . . . . " . .  - - ..I 
t 4 

Training and Documents 

L i 

Who Should Know 
v 

Vice President Tax 
Tax Managers 
Tax Supervisors 
Senior Analysts/ Analysts 

7' 

Related Information 

L 

Contacts 

------ - ----- --I_-.-- - -- 
Name b l e  bept 

7 __-__-- 
[ ~ i c e  President 

-- -------- Fax 
"- ----- 

____ r------ 
_ _ _ _ _ ) _ _ I - -  -- 

upervlsor p G  T I - . -  ___ --..-----___-----. ----.---- 
Erica Glenn - koordinattar /Accounting Research - - -....-. - 
Amy Sl~eppard - -- bGger --- -- - E- Accounting Research -- "- -. - - 

Definitions 
/ 

BDMS - Business Data Management System 

-4- 
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The fallowing revisions are effective 09/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy for Process Description/ Narrative 
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Tax Systems-Income 
Reconciliation of Revenue 

Financial Statements (FERC) to Form 1120 
Functional Area: Tax 

Sarbanes-Oxley Category: Tax 
Process Owner: Deborah I,arke 
Effective Date: 12/31/ 03 
Revised Date: 09/01 /05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch iPower 
* Select "Accounting Policies and Procedures" under the "Communities" heading at 

the top of the page 

Policy Statement 
2 

It is the policy of the Cinergy Tax Department to provide in-house tax systems that are 
accurate and in a form needed by the Tax Department. 

Reason for Policy 

To ensure procedures are in place to guarantee that content within in-house tax systems 
are accurate and in a format needed by the Tax Department 

Process Flows 
i 

None 
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Process Description/Narrative 
1 

This process is a basic control measure to ensure that amounts reported on the 
Consolidated Federal Income Tax Return, Form 1120, accurately reflect items of income 
and expense reported on the published financial statements. Reconciling variances 
arise due to differences in filing requirements and consolidation rules between the IRS 
and GAAP. 

The responsible Analyst begins by listing key financial statement items, such as gross 
receipts and net income, and then compares this with amounts reported on the 
Consolidated Federal Income Tax Return. All variances require explanations, which are 
ultimately reviewed by the Tax Supervisors prior to the return filing deadline. 

Frequently Asked Questions 

Q. What is the result of failing - to review in house tax svstems? 

A. A failure to review in-house tax systems can lead to inaccurate output data that 
results in over or under reporting of income on the federal tax return. 

7 

Procedure 

Procedure for Reconciliation of Revenue 

-.-.- -..--,---*-,------ - --- _--___ __"__ _-__ -_.--_ -_.--."...- ".-l._l_l-..l--.-" - - 
1. The Analyst starts with revenue 1 Department 1 ax Analysts, various 
reported on the FERC reports for the 
'incinnati Gas & Electric Company 

(CG&E), PSI Enerw, Inc. ("PSI"), and 
he Union Light, Heat and Power 

I - I l ~ o r n ~ a n ~  ~ U L H ~ ~ P ~ ) .  
l a x  Department 'ax.Analysts, various F , Then the Analyst examines the detail 

aking up gross receipts in the FERC 
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[DEPARTMENT ~ESPONSIBILITY _*_ (ACTION __ _-_-_....-._ - ---- .------- 

FixOepartment ax Analysts, various the income Analyst from reclasses FERC gross certain 

eceipts to report these items of income 
n the correct line of Form 1120. (i.e., for 

tax purposes, the analyst reclasses 'r: terest income, dividend income, rental 
come, gains and losses, and other 
come from FERC gross receipts to the 

line of Form 1120.) ' -- --.-...-.---- -"--" -.." .".-,... --".-...- ---.' " -----" -----..-.--- 

ax Department F- ax Analysts, various b. Then, fo&ax purposes, the Analyst 
reports the remaining gross receipts 
(after reclasses) on line 1 of Form 1120. 

- "  " . " "  - I k h o m  on Form i120. 1 

-- - *.--- *-_-. _ _ .-__ _"_p-I - - - --~*--.--..I 

[;lax Analysts, various 

Training and Documents 
3 

4 9 

Who Should Know 

ax Department 

. Vice President Tax 
Tax Managers 
Tax Supervisors . Senior Analysts/ Analysts 

gross receipts as 

Related Information 

d 

Contacts 
I 
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I 
NAME ,[DEPARTMENT - -- "....-- 
Alex Torok q w r % d e n t  !iG-'----- - - - -  - -  ---- --" -.---- -1_ 

-"-"- ___ __Iw_-- --1- ""."-I--- 

Jim Kerr b ~ i z o r  
*- -------- "- 

iK------ -_ __-__"..--- p--..-_-.-.-- - -7 

Brett Faris 
-----...- 

ppenrisor E --.- -- --..-- 
Erica Glenn f 5 i a G ~ r - -  - '- ~ G G Z G & ~ ~ ~ e a r c h  ---- -- ---- - 
AxSheppapard - +.-- bii&T-- - -- @~&ing~esearch ------- "-"-" ------ 

a 

Definitions 
r 1 

BDMS - Business Data Management System 

9 

Revisions 

The following revisions are effective 091 01/ 05: 

. Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy for Process Description/ Narrative 
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CIME~GV, 
Tax Accounting-Income Adjustments to 

Actual (Book to Return) 
Functional Area: Tax 

Sarbanes-Oxley Category: Tax 
Process Owner: Debarah Larke 
Effective Date: 12/31/ 03 
Revised Date: 09,' 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures cornunity within iPower as follows: 

Launch iPower 
* Select "Accounting Policies and Procedures" under the "Communities" heading at 

the top of the page 

I 

Policy Statement 
F -l 

It is the policy of the Cinergy Tax Department to provide for accurate current deferred 
income tax account balances in financial statements. 

Reason for Policy 
2 It 

To ensure procedures are in place to review deferred tax assets and liabilities 

Process Flows 

See attached Income Tax Accrual Processing Flow Chart. 

Incom Tax Income Tax 
Accural.vsd Accrual. ppt 

Process Deseription/Narrative 
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In the BDMS Tax Module the accrual to return adjustment of the tax provision 
(adjustment-to-actual AtA is labeled FAS109). The Analyst sets-up the F AS109 AtA 
process by contacting Cinergy IT so that prior year accrual schedule M's can be loaded 
to the FAS109 process. As part of this initial process the Analyst ensures/cautions IT to 
backup for retention the prior year FAS109 AtA information. Then the Analyst sets the 
mechanical enhy information to use tax adjustments TX800-federal and TX810-state 
instead of the standard monthly accrual entries TX482/484. 

The mechanical deferral adjustments are reviewed and any adjustment not needed for 
the cycle is removed. The Analyst will then load the AtA data from the tax return L2 
reportfor each assigned company. The required amount is the accrual to return 
schedule M differences which is calculated on the tax return schedule L2 the amount is 
loaded in the Tax Manual Input Detail FAST09 screen. 

The tax module FASlO9 process will calculate the current income tax provision effect. 
The Analyst calculates the deferred income tax provision and manually enters that 
information to the FASlO9 process in the tax module. The tax module prepares an 
automated journal entry G/L interface file to post the adjustment-to-actual results as 
journal entries TXBOO-federal income taxes and TX810-state income taxes. 

Frequently Asked Questions 

Q1. What is the impact of failing to review deferred tax assets and liabilities? 

A. A failure to review and update the deferred tax accounts could lead to a failure to 
identify and quantify temporary differences; inappropriate entries can be made to tax 
accounts; deferred tax assets could be improperly valued; and exposure items could 
have inadequate reserves. 

Procedure 

Procedure for preparing adjustments to actual (book to return) 

"' - " "..------'-c-". --------a --.. r"- -.-...---- -- - - - -- -.-..I 

PEPARTMENT ~ESPONSIBILITY (ACTION 
.___-----* --..". "1 

I 
1. The Analyst prepares the FAS 109 - -  

isti Buddo module: the Analyst contacts Scott Dees, 
T Technology Analyst, to load the prior 

i ear's accruaI M-1 adjustments into the 
AX PAS 109 tab in Accounting Data 
tup. The Tr contact will need to be 

advised to load adjustments with an 
i accounting period of 20XX12. The IT --" _-_^ _ __^--_____ _ _ _ - _  I__"-"- - - "- ---_ "_l...."..~-.-..I__-I-U1^--- -1-- 
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.." 
?'ax Department ra journal entry 

umbers in the federal and state tax info 
fas 109 buttons horn the accrual 

echanical journal entries of TX482 and 
484, to adjustment to actual specific 

'ournal entries af TX800 and TX810. 
--_ I_.-I .----.--- - I- - ---111 .--- - _--_--.--I .".-.-. . Analyst removes any mechanical a n t  isti Chen Buddo 

deferrals that have been loaded in the 
eferred Tax FAS 109 button that wiIX 

not be used to calculate and record 
deferred taxes for this process. -- --- ---. 

the adjustment to 
isti Buddo performs data 

ntry. The Analyst takes the 1 ~ 2  report 

determines book 

---- 
. Analyst then posts the changes to the 

risti Buddo 

isti Buddo 

isti Buddo 

-.------- --- -.- --- 
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kax Department 
isti Buddo 

tax info fas 109 buttons to 

the adjustment% This amount when 

t on the income statement relating 
adjustments to actual can be 

ing fields in a sumtranssmry 

-----.-...-- 
1. Management reviews the summary n - w  r ~ F k T r  eport and supporting documentation for I 

vidence of accuracy. (The Manager 
ulls the adjustments to actual binder to 

heview Aanalysf! s work.) ... 
im  hen- 12. Data warehouse runs the "Tax 

isti Buddo ---F Module" which posts the entries to the 
eneral Ledger. -- t --- 

ax Department T - f - r u n s  a query in the 
ccounting software (BDMS) for each 

. I entity and reviews it for 

-- -- --- .- - - --I_._ -I_  ̂-" ----- --- -- --__~l__l_l..__ -------- lx Department -- ' F 4 T ~ a n a ~ e r  reviews the report run from 
lex Torok for reasonableness and accuracy; 

ny variances are corrected by the i 

I and reviewed by management. i 
- - - , - - - - - - "  - _  - "_.__" .--_,,- .- - ---- - -. .-. .-*, .- ---I-..".- ---- - -----------J 
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L 7 

Training and Documents 
3 

L -7 

Who Should Know 
F 

. Vice President Tax 
Tax Accounting Manager 
Senior Analysts/ Analysts 

Related Information 

Contacts 

_ _..___ll_ _" -___--" .._.------ - -" - - "-- 
Name - - - - " B r  

-~"-p__L__I_ --^ 
Fsept -_-_ Ip____ - _I______ -- ------.- ---- 

David B. Yelton - ..------ ---- 
pisg.* - -- -- Fax 

r" - -A- -- "- 
r" 

Alex Toxok pice President ----- --- - --.-- - Fax 
_ _ _ - _ I  - l__ll"....-.̂ .I. - 

Kristi Buddo E o r  Analyst - --- F --p-.---. 
Jim Chen niar Analyst 
em-."...."- ----- - 'T ---.",.--------.- fix--- - ------ -.."--- 
Erica Glenn - - FSZZiutor w o x t i n g  Research -- " _ _ - . - _ ~ *  -C___p--I _._II-. . . ."~-.- - - 

Accounting Research -- . . . L- _Amy@_epar--. "- -- .---. _-______~I-.-_.".-- . - 

b 
Definitions 
/ 

BDMS - Business Data Management System 

Revisions 
A 

The following revisions are effective 09/ 01 / 05: 

Update policy for Process Description/Narrative 
Update policy for Process Flows ' 

* Update Contacts 
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Tax Accounting-Income 
FAS 109 Calculation 

Functional Area: Tax 
Sarbanes-Qxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 12/ 31/03 
Revised Date: 09/ 01/05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within Power as follows: 

Launch iPower . Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Policy Statement 
.i 

It is the policy of the Cinergy Tax Deparbnent to provide for accurate current and 
deferred income tax account balances in financial statements. 

Reason for Policy 
/ 

To ensure procedures are in place to ensure the reporting of current and deferred 
income tax accounts are in conformity with Financial Accounting Standards Board 
Statement (FAS) #I09 - Accounting for Income Taxes 

Process Flows 

See attached Income Tax Accrual Processing Flow Chart. 

Incorn! Tax Income Tax 
Accural.vsd Accrual. ppt 
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The FAS109 update process begins with an analyst running a series of PBR tax closing 
reports including the Tax Calculation, Mechanical and Manual deferral detail, schedule 
M detail, FAS109 mechanical and Schedule M detail, and tax analysis reports. 
However, not all reports are needed by each company. The Tax Analysis Report TC17 
is run for all companies and a version is downloaded to an excel file so that plant and 
non-plant schedule M's can be separated. 

The various data subsets are grouped and the deferrals for the groups are individually 
calculated including any associated gross-up's so that adjusting journal entries may be 
prepared. The calculations provide'the adjustment amounts for deferred tax assets or 
liabilities as well as the associated regulatory assets and liabilities. 

The Analyst ensures that all schedule M's are considered by reviewing the tax analysis 
reports and comparing them to the various reports run in the first step in this process. 
Each report provides certain unique confinnative opportunities, these are tested and 
documented to provide evidence of the confirmation that all adjustments have been 
considered and the FAS109 effect calculated. 

The Tax Manager or Supervisor reviews the supporting documentation and verifies that 
any corrections have been properly reflected before they indicate their approval of the 
work product. The adjusting journal entries are prepared by the Analyst and approved 
by the Manager or Supervisor. 

id 

Frequently Asked Questions 

Q1. What is the impact of fail in^ - to review current and deferred income tax accounts? 

A. Cumulative temporary differences may not be regularly analyzed and reconciled 
which could lead to misstated balance sheet accounts. 

d 
rocedure 

Procedure for preparing the FAS 109 Calculation 

. _ .  r_..l__-I__ -1....1.41-11.-11. ---- I-------- PEP~TT~FNT IRESPON SIB iLIW 
-...-....-....---- -- ~ ~ I O N  

._ -.-.. - --- --  
?ax Department I im Chen 1. Tax Analyst suns the following Closing 

Kristi Buddo r IR eports under PBR: ....lllll..l'.-̂--̂---.-w - -- - _"I- _- -1.- ? . - --- -.-- _--"-" -- . 
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Detail for YTD 

f. TC15, FAS 109 Schedule M Detai 

g. TC16, Combined Schedule M 
Detail for YTD 

b. Calculated Balance is M 
Adjustment Sub-Total times the 

Mechanical Madule plus Manual 
Module, plus Adjustment to 
Actual Deferrals. 

d. Difference in Deferred Tax is the 
Calculated Balance minus the 
Total Actual Deferred. 

e. Gross-Up equals Difference in 
Deferred Tax multiplied by 1/(1- 
Statutory Rate) minus the 
Difference in Deferred Tax. 

f. Dr/ (Cr) JE Amount equals the 
Difference in Deferred Tax plus 

S 109 as follows: 
a, Asset (19021) equals the Dr JE 

Amount formulated in Step 3, f 
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*-..". +"*,.. " b*-,l.ll " "  --... .. ." .--rl--l....l..-.... " .,--- --  "-.-^" ----- "--" --.- _ "---.- - 1 - 1 -  ---11- 

-"" - . 
,DEPARTMENT --- BEESPONSIBILITY -- -- - . -  - ~ C T I O N  ---- - -------".... 

3 f above, but are only the 
Schedule M's from Fixed Assets 
(formulated in Step 2). 

c. Liability-Non Rant (28319) 
equals the Cr JE Amount 
formuIakd in Step 3, f above, but 
are only the Schedule M's not 
included with the Fixed Assets. 

d. Regulatory Idlability (25430) 
equals the Dr JE Amount 
formulated in Step 3, f above, but 
is actually is reported as a credit 
due to being a liability. 

e. Regulatory Asset (18230) equals 
the Cr JE Amount formulated in 
Step 3, f above (contains all 
Schedule M's regardless if it is 
within Fixed Assets or not), but is 
reported as a debit due to being 

I an asset. 
ax Department ax Analyst will reconciIe any 

isti Budda hedule M's not accounted for when the 
?ax Analysis Report was generated, 

"a. Reconciling Items can be one of 
the following two: 
I. Adjusting Entry Necessary 

A. This would consist of 
Schedule M's that need to 
be corrected in the 
upcoming close. 

B. These entries need to be 
included when 
determining the Accrued 
Deferral Federal Income 
Tax - FAS 109 Asset or 
Liability created in Step 
4. 

II. No Adjusting Entry Necessary 
A. This would consist of 

Schedule M's that are not 
generated in the report 
and are being generated 
in other supporting 
reports listed in Step 1. - -__-_-____ " "  -- _---- - - - - - . . - - - - -^ . - - - * . - - -  ..---i 
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-- 7---- ---- -------" - .- ----- "."- - .. . . - 

~ ~ A R T M E N T  
1 

a FESPONSIBILITY -- [ACTION , 

6. The Tax Analyst needs to confirm that , 

totals are correct. kIe/She is able to give 
the confirmation by using the closing 
reports generated in Step 1. The 
following is what needs to be confirmed 
with the appropriate Closing Report. 

a. If there are Reconciling Items 
needing an Adjusting Entry, then 
the total Module Amounts 
including that entry must be 
equal to the total on TC03, Tax 
Calculation. If there is no 
Reconciling Items needing an 
Adjusting Entry, then the Total 

I 

Module Amounts generated on 
TG17, Tax Analysis Report must 
be equal to the total on TC03. 

b. If there are Reconciling Items not 
needing an Adjusting Entry, 
these items plus the Module 
Amounts already generated on 
the Tax Analysis Report can be 
found on TC08, Schedule M 
Detail Report 

c. The total amount for Adjustment 
to Actual needs to equal the total 
on TC15, PAS 109 Schedule M 
Detail YTD, 

d. 'fie total amount for M 
Adjustment Sub-total must equal 
the total on TC16, Combined 
Schedule M Detail YTD. 

e. The total amount for Mechanical 
Module must equal the total from 
TC06, Mechanical Deferred Tax 
Detail YTD, I f. The total amount for Manual 
Module must equal We total from I TC07, Manual Deferred Tax 

I Detail YTD. 

I 

I I 
I - ---- -... 

g. The Adjustments to Actual 
Deferral total must equal the total 
from TC14, FAS 709 Mechanical 
Deferred Tax Detail. ---_ _--------"_-.------ 

ax Department r------ pi- Y7. The Tax Analyst calculates the totals 

i r s h  Buddo 

for the Accrued Deferral Federal Income li ax - FAS 109 (Assets and Liabilities). r - r  Kristi Buddo -- ---- -. ax Department i The Tax Analyst gathers the totals 
from Step 7 as the Current Year's FAS 109 
journal Entry. --------- - - -- - - --- - - --- --- --------.---* - -- --" - - - ---- "- - 
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" "  -.- " _  "_ _ -_-__ __"- _ _ -_-_ __I"._ - " ~ - -  - -  - . - *  . .  " -. . "  - . *. 

~EPARTMBNT IRESPONSIBILITY r- ~ C T I O N  I 1 

- _ -  -._ _--_.-""_--.~.-_ __-" ------.. . Work-papers prepared by the Tax 
nalyst in Steps 1 through 8 are 

eviewed. Corrections identified by the 
eview step are provided to the Analyst 
ho then repeats steps 1 through 8 as 

equjred. Tax Manager or Supervisor 
eviews the changes made by Analyst to 
nsure that corrections have been 
roperly reflected in the workpapers. _ _ ---__.- __"__ __"___ -_-___ __--. - "  _ _--- *".. _. - ---- -.----."------ ..--"."...""--"- 
0. The Tax Analyst then transfers the ~ e p  i , ournal to the Entry Journal TX Entry 485, FAS Too! 109, in PBR. in Step 8 

a. The JournaI Entry can be Created. 
The empty shell of the entry will 
have to be filled in with the Pay 
Corp, JE No, Post, Iimit, Notes, 
Work Code, and the Debit/Credit 
Amounts. 

b. The Journal Entry can be 
Predefined. The entry needs to 
be reviewed with the correct 
Debit/Credit Amounts included. 

- ____.__X__I_ .++..-I...1II1I --.-- -- 1 - --.-----.-. 
1. ~ h ~ ~ a x  Analyst then saves and 
ompletes the entry. The Tax Manager or Deparment Fgtci 
upervisor approves the entry(ies) and 
vidence of the approval is added to the 
orkpapers. ------ ________________I" ---- -- 

L 

Who Should Know 
,i a 

Vice President Tax 
Tax Accounting Manager 

s Senior Analysts/ Analysts 
s Corporate Controller 

T 

Related Inf orrnation 
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1 * 
........................ ....-.. ........ .................. _-- .. -- ... .... -- ...... - 

[vice President j Tax ........... .................................... ... j ..... *-..*+ 1 ... .................... 
t .I 

Dave Yelton 1 -. _. - _ .- . . [Manager IT? .. - - 
IKri~ti Buddo - ~ s e n i o r ~ i ~ l ~ ~ ~  - - ITz---- - 1  

_"___ II_-L__---- -WYC...I-.I"-.__II""- ... "----XI--.--" 

im Chen IJ .- - - - -  \senior Analyst ( ~ a x  

Erica Glenn [AccountingRGGr& ---- - - 
[ w a r d  I~ccount jn~ Research ------ 

4- 

Definitions . 
-L 

BDMS - Business Data Management System 

Revisions 

The following revisions are effective 09/ 01/ 05: 

. Update policy for Process Description/Narrative 
Update Who Should Know 
Update Contact . Update policy for Process Flows 
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Tax Accounting-Income 
Monthly Closing Process 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 02/02/ 98 
Revised Date: 09/01/ 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community witliin iPuwer as follows: 

Launch iPower 
* Select "Accounting Policies and Procedures" under the "Communities" 

heading at the top of the page 

Policy Statement. 

It is the policy of the Cinergy Tax Department to monitor the monthly book 
income activity to ensure proper reporting of Federal and State Income taxes by 
accomplishing the following: 

Accomplish the monthly tax dose activities. NOTE: this process is based on 
a normal monthly-dosing, actual workday reporfing is dependent on the actual 
closing calendars zuhidz may be dlqererzt for quarter or yearend reporting. 
Accomplish the quarterly tax dose activities 

o Financial Statement Disclosures, see process 05.03.01 far details on 
this separate procedure 

* Accomplish year-end procedures which includes: 
o FASI 09 calculation 
o Financial Statement Disclosures, see process 05.03.01 for details on 

this separate procedure 
o Financial Statement F00mot-e~ see process 05.03.01 for details on 

this separate procedure 
o PBC's far the Deloitte & Touche Audit Team 
o Assisting the Deloitte & Touche Tax Audit Team 
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o Adjustment to actual entries (FIT & SNIT) 
o Tax sharing entries (FIT) 
o Support for FERC and other regulatory reporting 

To provide the tax information portion of the financial statements on a 
monthly basis for management reporting in support of decision- making 
and for rate case adjustments 
To provide the applicable tax related quarterly financial statement 
disclosures 
To provide information input into the consolidated Federal Income Tax 
return 
To provide the applicable tax related annual financial statement 
disclosures including applicable footnotes 
To provide support to the external auditors in their review of the 
company's tax related financial statement disclosures 

See attached Income Tax Acqual Processing Flow Chart 

Incam Tax Inmm Tax 
Accural.vsd Accrual. ppt 

The Tax Manager and VP-Tax attend meetings with General Accounting, 
Treasury, and other groups and gather information on unusual or significant 
transactions which are likely to impact the financial statements. Analysts are 
given guidance or instruction on how to address specific transactions as weU as 
their standard reporting activities. 

Analysts review new account activity using tax module report TC09, gather data 
on the activity from BU or General Accounting and set up the tax definitions for 
the account(s) including tax implication codes, mechanical or manual schedule 
M's (if appropriate) and obtain Manager or Supervisor approval for the account 
coding. Evidence of this activity is recorded in the New Accounts closing sign- 
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off sheet. For manual adjustments, the monthly activity is summarized on the 
Manual Adjustment sheet, the Manual Deferral Look-Up table is updated and 
journal entries TX 483 and m486 are prepared for manger review and approval. 

If new income tax accounts are required, the Analyst requests new account set- 
up from General Accounting and updates the various BDMS-Tax Module tables 
for recognition and proper use of the new account(s). 

After entries are approved, the Analyst makes a "run database request" to the 
Financial Data Warehouse Analysts. The Analysts run various tax module 
reports to verify the effective tax rates and tax provision calculations for each 
assigned company. Tax Module reports used include TC02 ETR report; TC03 
Tax Calculation (taxable income and current tax provision calculation); TC06 
Mechanical deferred taxes; and TC07 ManuaI deferred taxes, Any errors 
detected by the Analyst are corrected prior to submission of the by company ETR 
summary for manager review and approval. 

Business Unit and Legal Entity effective tax rate reconciliation analyses are 
completed and reviewed to substantiate the company's periodic tax provision 
calculations by legal entity and to ensure reasonableness of the BU allocation of 
income tax provision. These analyses include monthly and quarterly actual to 
budget and actual current to prior year comparisons.' 

The quarterly analyses are the primary support for tax related financial statement 
disclosures. 

01: What are the effective tax rates for the individual companies? 

A: For the current effective tax rates contact Dave Yelton, Tax Department at 287- 
3308. 

Procedure 

Procedure for Monthly Closing Pracess 

pre-closing meeting with Corporate 
I ! I~ccountin~. The purpose of the 
-____I.^I~^.IIX.--Y --- -. ------ -"  I-w--.---LII_-Y."̂ I I-IXII--- - -^------- 1 I 
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Tar ~ 0 ~ t j n g - I n c o m e  Monthiy Closing P r ~ c s S  

^ _ ___ _ - . - . . _  " -  
_ _  _ __ _ _^I_ - - - " - _ -  

I 
- 

corporate Accounting Department 
meeting is to discuss unusual 
bansactions and other issues that will 
likely effect the current monih's 
finanfial statements ~ S U ~ S  are 
broken down by busi"gs units and 
corporations, and further issues are 
reviewed such as variances; budgets 61 
forsasts; new business; potential 
business; and reserves. _ _-I"_____ --_------...--- 

Management instructs AnaIysL9 as 

Alex Torok needed during the monthly closing 

---,---------. 

Tax Deparhnent Jim Chen 
4, The Analyst checks Tax Impll~ahon 

Kristi Buddo Codes for accuracy; investigates tax 

-- 

impacts; up Schedule M in tax 
module if the new account(s) 
represent book/ tax differences. Signs / 
off New Accounts sheet in Closing 
Sign-off file. Note: this process should be 
compietc by Nie 4f11 working d ~ y .  -- 

Jim Chen 
5. The Analyst makes manual 

Kristi Buddo schedule m and deferred tax entries. 
The Analyst collects data from various 
departmen& and pub  the supporting 
infarmation in a monthly closing 
binder. The Analyst prepares a 
manual journal entry summary 
spreadsheet for deferrals and enters 
Schedule M amounb in BDMSIBDMS 
Code Setup/ Accounting Data 
Sewp/Income Tax/Tax Manual Input 
Detail and posts deferred federal and 

income taxes (using JE TX483 & 
in BDMS/Journal Enby 

I 

____-_-__ _ _-------- 
( I I _ _ _ _ l C ~ _  ----I -- -- 

p e  Yelton 
or Supervisor in tax \ 

i 
Manual Deferral Lookup table in 1 

___~_CCI-----CI I - -.- -l _________ -.-- ---------- 
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- 

deferred tax journal entries and puts 
them into the closing binder and self 
reviews them. Note: this process sltotild 
be complete by the 5th worki?lg day. 

-_*.___-__ I_.I_--___._-l".. -_--".- -".I--. _*I 
-7--II---- - 

Jim Chen 9. Analyst - sets up  new mechanical 
Kristi Buddo schedule M and mechanical deferred 

tax entries in BDMS if needed. The 
Analyst sends New Account Requests 
to Kelly Henson, Management 
Reporting & Analysis to set up new 
deferred tax accounts. The Analyst 
sets up Work codes for the new 
deferred tax accounts in 
BDMS/BDMS Code Setup f Work 
Code Setup Wizard. The Analyst sets 
up  mechanical Schedule M's in 
BDMS/BDMS Code 
Setup/ Accounting Data 
Setup/ income Tax/Schedule M tab. 
The Analyst sets up mechanical 
Deferred Tax in BDMS/BDMS Code 
Setup/ Accounting Data 
Setup/Income Tax/Deferred Tax tab. 
The Analyst prints out mechanical 
Schedule M set up sheets and 
mechanical deferred tax setup sheets 
from BDMS and puts them in the 
closing binder. The Analyst self 
reviews the printouts. Note: this process 
shotrld be complete by the 5th working day. -- 

nal and approved by nm)zngentent. 
-+ 

10, The Analyst prints out reports 
from DBMS/Other/CIosing Status & 
Control Reports/Tax Control Reports 
tab for the following reports: 

i i) TC02 - Effective Tax Rate 
Reconcilia tion; 

ii) TC03 - Tax Calculation; 

I 
! Vetail YTD ------- ---- ._"----a -----.---------.-----------I-. -- - -  - 
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YTD 

- 
Tax Department 11. The Manager reviews the various 

Kristi Buddo tax reports generated through step #7 
David Bissell and approves or has the Analyst 
Dave Yelton process corrections, repeating steps 4 

through 6 as needed. Note: this process 
shotrid be contpkte by the 6"' working day. 

---.---.ll"l.l-- ."_- 

@;;Department im Chen 
Kristi Buddo F 
David Bissell reporting process is complete. Note: 
Dave Y el ton this process sltould be complete by fhe 6" 

workirtg day. 
" 

Tax Department 

- 

- " " "  
13. The Analyst reconciles the effective 
tax rate by using Effective Tax Rate 

David Bissell Reconciliation Report and prints out 
Dave Yelton reconciliation workpapers and pub 

them into the closing binder. Note: this 
process sl~ould be complete by tlte gfI1 
rkit2g day 

__I_.__I_ ____ __-__"I_ _______I_ ..-- --- --... 
Tax Department Dave Yelton . 14. The Manger reviews the Effective 

Tax Rate Reconciliation report and the 
Manger instructs the Analyst to make 
changes if needed. Note: this process 
shotild be conlplete by the 9'" zoorking day. 

15. The Analyst makes change per the r--r---- Kristi Buddo --- Manger's instructions and repeats 
steps 10 and 11 as necessary. Note: this 
process shortld be cortiplefe by tile 9th 
working day. - 7__--I- - 

Tax Department I T h e *  prepares Tax ~ n a l ~ z  
Kristi Buddo /neport based on TC17 - Tax Analysis 

'Report in BDMS/ Other/ Closing 
Status & Control Reports/Tax Control 
Reports and saves it as Excel 
spreadsheet and puts it into a closing 
binder for internal Tax Deparhnent i 
use. Note: this process sltould be coinplete 

basis prepares a reconciliation to 
statutory schedule for all entities. 
Note: this analysis is dependent on 
when final Legal Entity Reports are 
available from Accounting. Nok:  tliis 
process sltould be cortrplete by the 71f" _------- ---- 
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" .  - - -  - "" - - "  -,. . - 
workirag day (Quarter End . Only). - 

Tax Department 18. The Analyst, on a monthly basis, 
Kristi Buddo reviews new entities for appropriate 

tax treatment and establish on tax 
module as appropriate. Note: this I 

Training and Documents 

Who Should Know . 

Vice President Tax . Carparate Controller 
Tax Accounting Manager 

r Corporate Accounting 
Senior Tax Analyst 
Tax Analyst . Rate Dept. - Plainfield 

Related Information 

L 

Contacts a 

- 
_l_l-.--- - ---- I 

[NAME - - [ROLE I- DEPARTMENT 
[~risti  Buddo m-" - - / T ~ X  -- 
p v e   elt ton /~ana%er -- / T a x - - - "  -_ _ _ __"__ -_____ _ __--_ -.*_ --- _ "  _-.----_---LI - --..- -- - ---- - 
[cm-6hen pnior Analyst ---- 

F x  
-..--- -. 1- [President-  ax - -- 

f ~ r  ica Glenn (Coordinator l~ccounting Research 
____"_I__r_r__I..-* _ - -  - ..-* -.--."-- -- ---- -----llLI---^- ----- 

/ ~ m y  Sheppard I~anager l~ccaunting Research 
._^ _l-".._̂ l-.l_..l-*--- ---- _ -..- ---- - - -- ---- _._ll-IIXn.<r_-w --- - ". ------..- _ -.-.... - I 
b i 
Definitions 

BDMS - Business Data Management System 
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The following revisions are effective 09/ 01 / 05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy for Process Description,' Narrative 
Update Contacts 
Update Who Should Know 
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Tax Accounting-Income 
New Schedule M Set Up 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
L Effective Date: 12/31/03 

Revised Date: 09/ 01/05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

e Launch Power 
Select "Accounting Policies and Procedurest1 under the "Communities" heading at 
the top of the page 

# 

olicy Statement 

It is the policy of the Cinergy Tax Department to accurately set up new schedule M's. 

b 

Reason for Policy 

To provide for procedures to accurately set up new schedule M's 

i 

Process Flows 

None 

Process Deseription/Narrative 

The set up of a new Schedule M is completed through the use of the Accounting Data 
Set up feature in the BDMS system. The Tax Analyst determines the need for a new 
Schedule M through evaluating information obtained by the Manager regarding 
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unusual transactions, by reviewing new accounts, or from the adjustment-to-actual 
process. When a new M is created the Analyst will assign a status to the adjustment 
based on whether the book/ tax difference is permanent or temporary. 
The Analyst will determine an appropriate number to be assigned to the schedule M. It 
may be that the new M is just new to a particular company so the set up can be copied 
from an existing or similar M. If the adjustment is temporary the Analyst will assign 
existing deferred tax accounts or set up new accounts. As part of the M set up the 
Analyst will also need to determine appropriate or set up new work codes. 
The final step in the process is determining if the adjustment can be determined 
mechanically from some element of the underlying book activity, for example the 
change in balance for a contingent liability account or if manual calculations are 
required a manual adjustment is set up following the steps discussed in the monthly 
closing process. 

4 
Frequently Asked Questions i 

Ql. What is the impact of failing to set uo new schedule Mrs in the tax module. 

A. A failure to set up new schedule M's can lead to over or under payment of current 
tax liabilities, and a failure to adequately reserve for future tax liabilities. 

Procedure for Setting Up New Schedule M's 
'r 

- " -  - 
/DEPARTMENT /RESPONSIBILITY [ACTION 

. The Tax Analyst becomes aware of the 

im Chen eed to set up a new Schedule M from a 
pre-close meeting, a new account(s) -F-- 
eing set up by another department, or a 

new reserve account being set up. 
orporate Accounting may notify the 
ax Department, or the Tax Department 

(in its review of new accounts during the 
monthly close) may discover a need to 
et up a new Schedule M. 

Kristi Buddo 

1 
_-_-_"*_I __XI ~ - _ _ _ _ - _ _  l__-.__l.___________I "- - -- --------- -..---- &-" ---- 1. Deprbnent 2. When a new M accurs, the Analyst 

irst has to reserve an M number in Jim Chen 
BDMS. This can be done by going to 

1 r ! ccounting Data S t  up, lncome Tax, 
ax numbers and copying an M number 

to create a new one with a new 
description and indicating if it is 
permanent or timing. 

_̂-l-l--l---.̂L.------I...--"..---- - -- - _____ I "..-__-_~... 
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^*. " - _ * .  --.--_.* .-____ _ -*"  -_* -. " 1"- - ^ . - " - -- -" -- - --- - . 
~EPARTMENT ~ESPONSIBILITY 

---+.-- - - - +-- - -- ~ ~ I O N  

and correct 
apping of cost type, either utility for 

f%.+%azttt-- -- - ---.... -.---- " - ---p..lll_.Ll-- ---I" --.- -- 
risti Buddo w--'6e~nalyst seb-up work codes for the ( 

f existing work codes are not 
ropriate. This can be done by going 

ming M will k set. up based on related 
counts if mechanical, or if manual in 

4 

Who Should Know 
5 

. Vice President Tax . Tax Accounting Manager . Senior Analysts/ Analysts 

Tax Accounting-Income Monthly Close Policy 

Related Information 

Contacts 

1 
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--._ -- _I_̂ Î  __.$.-.. _.- . .. -- -- --_.- - - " - . --- -- ---- - - - 
, Kristi Buddo - -  - t a/Seniar ---- - Analyst -. - .b .. . I 

,Jim Chen - , knior Analyst ax 
-* 

Erica Glenn koordinator Kccounting Research ------- -- 
Amy Sheppard FiGr --- G\ccounting Research - . - - -  

ri d 
Definitions 

'L 

BDMS - Business Data Management System 

d 

Revisions 
2 

The following revisions are effective 09/01/05: 

. Update policy for new manual ownership 
Update policy to reflect reorganization of manual . Update policy for Process Description 
Update Contacts 
Update Who Should Know 



Tax Accounting-Indirect Record Indirect Tax Expense 

Case No. 2006-00 172 
Ky PSC-DR-01-004 
Page 1014 of 1026 

Tax Accounting-Indirect 
Record Indirect Tax Expense 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 02/02/ 98 
~evised Date: 09/01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures cornunity within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Comunities" 
heading at the top of the page 

Policy Statement 

It is the policy of the Cinergy Tax Department to record the monthly tax expense 
for taxes, other than income taxes including, the City of Cincinnati Franchise Fee, 
the Mcf tax, the KWH tax and the Ohio Natural Gas Excise Tax, Fuel Taxes (Form 
2290, Form 720, Ky Wt & Distance, IFTA). 

7 

Reason for Policy 

To ensure procedures are in place to accurately record indirect tax expenses in 
accordance with GAAP and Regulatory requirements 

Process Flows 

None 

7 

Process Description/Narrative 
r 
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The Tax Department is responsible for accruing indirect taxes on a monthly basis to 
properly record the company's liability for these taxes on the income statement and 
balance sheet. The taxes are calculated monthly in the customer billing system for KWH 
and MCF taxes and a report summarizing the tax calculation is provided to the tax 
department for these accruals. The Cincinnati Franchise and natural gas excise tax are 
calculated monthly by the tax department based on monthly reports of gross receipts 
provided by the customer billing system. The he1 taxes are calculated quarterly by the 
Tax Department fxom reports provided by the Transportation Department. 

Once the reports and spreadsheets are printed that show each tax liability the tax clerk 
enters the arnount(s) on the journal entries in the BDMS journal entry tool on JE# TX263 
by entity and forwards everything to the Tax supervisor. The Tax Supervisor reviews 
everything and approves the journal entries in the BDMS journal entry tool. 

L 

Frequently Asked Questions 
i 

Q1. Where is this acrrial computed? 

A. This accrual is computed on TX 263 

Procedure , 

1' 

Procedure to  Recard Indirect Tax Expense 
Receive Input Data 

-------- 
DEPARTMENT -..--.-- ."----.. -- --... 
Customer Accounting F 

generated from CMS. 
--" 

--- -. - 
Tax 

----- -"- 

Cody Cain le. Prepare ExceI spreadsheets far 
McF tax, KWH tax, Natural gas, excise 

-------- - -- --- _..----u 
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L 

Patricia Colvin If. Prepare quarterly Excel 
, spreadsheet by the 5" working day, 
on a month lag, of information 
received from Transportation for 

--,_- -_ -" ^- - -.i I Highway & Fuels Tax. 

Patxicia Calvin Ig. Generate and distribute Excel 
report that contains monthly deposits 
for special Fuel by the 5" working 
day of the quarter, 

- J 

Prepare Journal Entry 
*-* -- *--~-.-_" *--.- - _-_- -- 

~DEPARTMENT - - - -  --JREsPONSIBILITY ~ ~ F E o N  - -  . - --- 
i ~ a x  l ~ o d  Y ~ a i n  fi: By 5th working day, transfer 

applicable input data into journal 
entry and forward to Jim Kerr for 
review. 

Approve Journal Entry 

-- 
~DEPARTMENT -*NS"IBILITY - /ACTION --- ---* 

l ~ a x  -I-- f i 5 t h  working day, review and --I 
approve elltry using the PBR tool set. 
journal entry posted by BDMS 
Coordinator -- -- --- 

Training and Documents 

Who Should Know 

Vice President Tax 
Supervisor Tax 

e Senior Analyst/ Analysts 
Customer Accounting 

k 

Related Information 
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t 

Contacts 
I I 

l ~ a m e  l~o le  (Department -----.. -. ___"_______""_."  __- " __.l---~LIIIII. ..-.-- -- -. 

kody cain (Senior Analyst /Tax -.. -- 
[~atricia Colvin lclerk p&-- _ --_*_____ - ___Ip"-- -- 
FL." ---is=;---__ ' -- F I-W I..XI.- I- ---. - I -- 
Fa Glenn '--brdinator - / = t i n g  Research ----- - ---" --- 
-b ~ ? ~ p a r d  * -  " u  w -" kcoun ting Research 

7 

Definitions 
j 

Cincinnati Franchise - CG&E Franchise Tax for city of Cincinnati 

Ohio Excise - Ohio Tax on Utility Gross Receipts 

GAAP - Generally Accepted Accounting Principles 

McF- quantity of natural gas delivered 

KWH- quantity of electricity delivered 

CMS- Customer Management System 

Revisions 

The following revisions are effective 01/01 /04: 

. Update policy for process changes. 
Update policy for personnel changes. 
Update Who Should Know 

e UpdateCcontacts 

The following revisions are effective 09/01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

0 Update policy for Process Description/ Narrative 
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Tax Accounting-Indirect 
Monthly Close Property Tax 

Functional Area: Tax 
Sarbanes-Oxley Category: Tax 

Process Owner: Deborah Larke 
Effective Date: 02/02/ 98 
Revised Date: 09/ 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies 
and Procedures community within Power as follows: 

Q Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" 
heading at the top of the page 

Policy Statement 

Record the estimated monthly property tax expenses of the applicable companies 
within the corporation. True up monthly estimates when final assessments and 
tax rates are available. 

Reason for Policy 
i 

To ensure the corporation is within compliance of applicable GAAP and 
Regulatory Requirements 

Process Flows 
.f 

None 

Process Description/Narrative 
i 
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b 

b 

In order to ensure the corporation is within compliance, a process is in place to 
ensure the preparation, review, and approval of monthly journal entries. 

The first step in the process is for the tax assistant to prepare the required journal 
entries for each corp. by the 2nd working day, These journal entries are pre- 
defined utilizing the property tax budget. The accruals are set up at the 
beginning of each year and may be modified throughout the year based on 
returns and levies. 

Once the journal entries are prepared and entered in to the journal entry tool, the 
Senior Property Tax Analyst reviews the journal entry and supporting budgets 
for the journal entry. This must also be done by the 2nd working day. 

The next step is for the Property Tax Manager to review and approve the journal 
entry using the PBR tool set. This approval must: also be done by the 2nd working 
day. 

If adjustments have been made to the original budgets for changes in 
assessments, tax levies, appeals, or obsolescence adjustments, there must be 
approval from management prior to booking the revised journal entries, The 
Property Tax Manager forwards revised budget analysis to the Vice President of 
Taxation, who will then review the analysis and make recommendations of the 
timing of the adjustments. 

Upon all management approval of the journal entries, personnel in 
BDMS/Corporate Accounting will post a11 journaI entries approved for posting. 

Q1. What causes the property - taxes to increasddecrease aver prior year's 
budgets - for a certain company and/or account? 

A. Contact Gregg Scott at 838-1322 to learn about the increases/decreases in the 
property taxes. 

1 

Procedure 
i 

Prepare Journal Entry 

--..-- "---- ---- - 

[DEPARTMENT ~ E S P O N S I B I L I ~  ~ C T I O N  
.-- "" ---.---.*---- v- ------...-- - .-- - -  - 
[T~X pan  Assistant b. Prepare journal entry by 2nd 



Tax Accounting-Indirect MonMy Cltm Property Tax 

Case No. 2006-00 1 72 
KyPSC-DR-01-004 
Page 1020 of 1026 

Review journal Entry 

I 

0 

"- - --- -"- . . _ - _ I  _ -._._ I__-U" ...-.- -- ----- -- -- 
~DEPZRTMENT I~~~ZPONSIBILITY --- [ACTION -.. - 
l ~ a x  ( E T ~ h i e h e a d  - OH/IN ~ l ~ u t h e s u p t i n g  budgets for 

I Karen Hammond - KY; entry by the 2nd working 

" "  " *  "---  - - --" "- - corps 617 - -  & 618 - - - 

- "? - 
working day - utiiizirrg the property 
tax budget. Journal entries can be 
modified throughout year based on 
returns and levies. Note: Rtiference the 
ONbKY Property Tax Rt?tttm and 
Pnynients Policy and the Irtdintta 
Property Tax Return nnd Pmjmerrts 
Policy for ndditionnt informntian. 

_ _ L - " _ . " _ I _ _ _ _ l _ ~ , " - . - - " ~ " - l  - - - a  

- 

Approve Journal Entry 

- -- 

---"-"I__"___.1__ _ 

Training and Documents 
3 3 

" . - .  - 

. l l l l _ .__~ .____  

-- _ _ . -  _ _  _l___--_-_----..I--."-"-" -_-- 
II)EP>TMENT /PESPONSIBILITY [ACTION 

Training: 

i ---? 

Gregg Scott 
----- 

1. Review and approve the journal 
entry using the PBR tool set. 
Approval by 2nd working day. ----- P 

Tax 
--. 

Gregg Scott been made to 

obsolescence adjustments, etc. - we 
must have management's approval 
prior to booking the revised journal 
entries. Reference the OIi&KY 
Property Tax Return and Payments 
Policy and the Indiana Property Tax 
Return Policy 

- . -. v 

Linton 
^ _-_--_ ^_"___ -----.*- --...- - . I-----p - -1-- -- --- 
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(I 

L 

BDMS Training 

Vice President Tax 
Property Tax Coordinator 
Senior Tax Analyst/Tax Analyst 

* Tax Assistant 

Related Information 

OH&KY Property Tax Return and Payments Policy 

Indiana Property Tax Return and Payments Policy 

4 f 

Contacts 

Definitions 

- --- ----" 
'~arne 

e -*- - - - @ole - -  - - -- - -- Department - ---.- 
Conchita Wyatt / ~ a x  Assistant Tax ------ "--- - _-------" -,.- -- I - -.- "I-- -----"..I. 

[=krnond Fnicir Tax Analyst F x  ----- 

Levies - Local Tax District Rates 

BDMS - Business Data Management System 

l ~ r i n  Whitehead [senior - - "  Tax Analyst -- 

7 

Revisions 

Tax - 

The following revisions are effective 01 /01/04: 

* Update policy far personnel changes 

 re^^ Scott I ~ a n a ~ e r  Tax .--.-."---- - ---- 
@ z i G F  [Coordinstor __ -_____ / ~ c c o u n t i n ~  _ _ _ _ _ _ _ _ _ _ _ _ _ - -  Research -- 
!AmySheppard----"--- - [--- [~ccountin~ Research 
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* Update all procedures 
Who should know 

* Contacts 

The following revisions are effective 09/01/05: 

* Update policy for new manual ownership 
Update policy to reflect reorganization of manual 

* Update policy for Process Description/Narrative 
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Tax Aceounting-Income Tax Disclosures 
Functional Area: Tax 

Sarbanes-Oxley Category: Tax 
Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/ 01 / 05 

All accounting policies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch Power 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

Policy Statement 

It is the policy of the Cinergy Tax Department to systematically report tax disclosures in 
the financial statements. 

Reason for Policy 

To provide for procedures to ensure tax disclosures are included in the financial 
statements 

'process I mows 

None 

Process Description/Narrative 
2 

Prior year IOQ or 10K and annual reports and the associated workpaper support are 
reviewed to confirm prior year data and tb develop a knowledge base for the Analyst to 
use in preparing the current year analyses. The analyses include flux and variance 
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reports for income tax and non-income activity for each separately disclosed entity or 
group of entities. The Analyst will also draft MD&A comments in a manner consistent 
with prior disclosure statements, being sure to include sigmficant transactions or 
adjustments which are key drivers of the period to period changes. 

The Tax Manager reviews both the analyses and the commentary and ensures that any 
corrections are adequately documented prior to approving the work product. 

The commentary and summary analyses are then subject to additional layers of review 
and approval. The Analyst and Manager will present and discuss with the VP-Tax all 
of the key drivers of change which support the commentary and adjust the coments  
or analysis as required, Other layers of review include Cinergy External Reporting and 
the external auditors. . 

Q1. Why are tax disclosures important? 

A. Tax discIosures are important to assure compliance with FASB statement 109 
Accounting for Income Taxes and the related SEC disclosure rules. 

Procedure for preparing Tax Disclosures 

-- 

xt, the Analyst updates workpapers 
th current year data and prepares 
eliminary footnotes. The Analyst also 

ares and analyzes a fluxfvariance 
rt, which includes non-income taxes, 
me taxes and cash taxes paid. The 

1 prepare draft MD&A 
sed on fluxfvariance report 

I -- 
ax Department 

The Analyst 
akes corrections where appropriate and 

'Tax Manager s i p s  off on the 
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I___ ----_ -__^_--  __I_.__I_" _,  .- _I--_- ---" -^I . I .  ". " "I -- 
I 

'DEPARTMENT ~ESPONSIBILITY %KCTION - --------- - -. ...-.....--- 
-- -re-- ---- [dZZGEGGd --.-. statements. -*.-------- --- 

. The Tax Vice President reviews and 
pproves all tax disclosure footnotes and 

re made where appropriate. 
xternal Reporting 

--* --- 

tatements. All tax disclosures and 
tatements are included in the financial 

Training and Documents 
F- 

Who Should Know 

* Vice President Tax 
Corporate Controller 
Tax Manager 

I 

Related Informatidn 

Contacts 
i 

- 
NAME MENT --- - ----- -- - - -  
Dave Yelton 

---- 
pax ------- ----- 

Alex Torok 
---- 

f V G i s i d e n t  --- - trax --- - --- 
Kristi Buddo --- - ' b i 5 i i t  - -- p,x  

?- .-.-.---- 
Jim Chen knior Analyst - --- - -- Pax - I----- -- -. -"..--...- .--- 
Erica Glenn IAccounthg Research -- ---- b 6 Z h a t o r  --- -- ----" - - --- .. 
Amy Sheppard - -.- 1- - Einting Research ---- 
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Definitions . i 

BDMS - Business Data Management System 

k 

Revisions 

The following revisions are effective 09/01/05: 

Update policy for new manual ownership 
Update policy to reff ect reorganization of manual 
Update policy for Process Description/Narrative 
Update Contacts 
Update Who Should Know 
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Tax Accounting-Income 
Statutory Tax Rate Schedules for 

Current & Deferred Taxes 
Functional Area: Tax . 

Sarbanes-Oxley Category: Tax 
Process Owner: Deborah Larke 
Effective Date: 12/31/03 
Revised Date: 09/ 01 / 05 

A11 accounting pblicies and procedures can be found on the Accounting Policies and 
Procedures community within iPower as follows: 

Launch iPower 
Select "Accounting Policies and Procedures" under the "Communities" heading at 
the top of the page 

It is the policy of the Cinergy Tax Department to accurately determine the statutory rate 
schedules for current and deferred taxes. 

4 

Reason for Policy 

To ensure procedures are in place to accurately determine the statutory rate schedules 
far current and deferred taxes 

None 
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Using the most recent state and local tax returns, the Analyst will obtain apportionment 
data by legal entity as well consult the department's on-line tax research tool to obtain 
any changes in statutory tax rates for each jurisdiction where income tax returns are 
filed. 

The Analyst will then update the effective tax rate summary sheets using the 
information obtained, The schedule calculates the current state statutory tax rate and 
any effect of a change in state rate on the federal tax rates to be used inerecorded current 
year deferrals 

The Tax Manager will review the summary schedule and all supporting documentation 
ensuring that any corrections are properly reflected in the final analysis. The Manager 
will also determine the need for changing the current statutory tax rates based on the 
new state apportionment, The recommendation by company will be presented to the 
VP-Tax for final approval, any required changes will be entered into the tax module 
and all manual deferrals will be adjusted. 

.J 

Frequently Asked Questions 
1 

Ql. What is the impact of failing to update the statutorv rate schedule for current and 
deferred taxes? 

A. Failure to update the statutory rate schedule for current and deferred taxes can result 
in an over or under accrual of current and deferred taxes. 

Procedure for preparing the Statutory Rate Schedule for Current & Deferred Taxes 
" - ..."- 

~EPARTMENT 
--- "- - - 

@SPONSIBILITY [ACTION 
.-.---- "--" ------- - .------ --.-- 

p x  Department F. The Analyst obtains the state 
1 statutory tax rate data 

on recently filed 

! 

- *-.- - 

(the state returns 

for all state and local 
the company ------ - - "- --..--."----- ----------+ --. ""-- 
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- - - " " "  " -.. "" --.-- ".- .- . . *.----. "- - -,. .- . " .. " - -  - "  - - 
~ A R T M E N T  ' IRESPONSIBILITY ~ C T I O N  
r------ - ---- I------ 

---- -- .-- = n i  files income tax returns. ----- ......- --..--- - *".""-- 
[2. The Analyst will consult the CCH on- 

alyst, Various e software for any enacted rate changes 
for the federal corporate income tax rate. 

-.- -- -.-.----- --" 

ax Department 

tual Adjustment process (Book to 
turn)) and for the current fiscal year 

pportionment rule changes that 
pact the two periods differently. If 

. . 
-Gent 
I 

I 

.I.---l.-ly----- _ __- - - -̂-- ---..̂ ------.- - "_l"ll"-"4.L---- -- - ---------1 

Vice President Tax 
* Corporate Controller 
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Tax Accounting Manager 
Corporate Accounting 
Senior Tax Analyst 
Tax Analyst 
Rate Dept. - Plainfield 

L 4 

Related Information 
> 

Tax Accounting-Income Monthly Closing Process Policy 

Tax Accounting-Income Adjustments to Actual (Book to Return) Policy 

------- - ------ "" ._ 
- ---- m-- -""- -- -- - -------- ----" ---". 

Name --- pepartment 
---- -___ --".---------.-"----I -- --.- -" ---. "--- -- -- -- 
Dave Yelton Manager ------- F;;; ------- 
Jim Kerr - -  . ax 
-----.-_ ______ Epervisor 

em--.----- --*. ------..--- - -* --*-- - -. - 
/Coordinator bccounting Research --.". ---- -- ---.--- - 
bna_&er @ounting Research ----- ".-- "-- -- -- *-- -----" -"--"- 

t 

Definitions 

BDMS - Business Data Management System 

The following revisions are effective 09 / 01/05: 

Update policy for new manual ownership 
Update policy to reflect reorganization of manual 
Update policy far Process Description/ Narrative 
Update Coi~tacts 
Update Who Should Know 


