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Duke Energy Florida, Inc. . A L
Risk Management Plan for
Fuel Procurement and Wholesale Power Purchases
For 2014

Duke Energy Florida, Inc. (DEF) is subinitling its 2014 Risk Managerrent Plan for
review by the Florida Public Service Comrission. The Risk Management Plan
includes the required items as outlined in Attachment A of Order No, PSC.02-
1484-FOF-El and specifically tems 1 through 8, and items 13 through 15 as set
forth in Exhibit TFB-4 1o the prefiled testimony of Todd F. Bohimann in Docket
No. 011605-El and further clarified in Oider No. PSC-08-06567-PAA-El of Docket
No. 080001-El.

Several groups play key rolas in the management, monitoring, and execttion of
the activilies outliined in DEF's Risk Management Plan. These groups include
Fuels and System Optimization {FSC), Global Risk Management (GRM), which
includes Enterprise and Regulated Risk and Credit (Risk Management),
Regulated Acoounting, internal Audit. Legal, and Information Technology. The |
activities supporied by these groups include the following: procuring
competitively priced fuel, petforming aclive asset oplimizaion and portfolio
management, executing DEF's hedging strategy, monitering and reporting
against established oversight limits for credit and margin fimits, performing credit
evaluations and moniloring credit and defaull exposure, performing deal
validation. voluine adctualization. preparing and reviewing transactions and
contracts, preparing journal entries 1o account for fuel and power related
aclivities, performing billing and payments under the various luel and purchased
power contracts, pertorming audits, and maintaining and supporiing needed
systems to capture, track, and account for these activities.

Based o0 the July 2013 Fuels and Operations Forecast (FOF), DEF's estimated
fuel consumption and economy transaction projections for 2014 are as follows:

Coal

Based on cument projections, DEF forecasts to burn approximately IIEEEE
tons of coal in 2014. DEF's forecasted coal requirements for 2014 will
primarily be purchased under term coal supply agreements, The coal suppiy
will be delivered to DEF’s plants via railroad and barge transportation
agreements. Spot purchases wilt be made as needed to supplemeni the 1er(§ o
purchases. [

¢

Light Oit o
Based on current pro:ections, DEF forecasts to burn approximately -;
W bairels of light cit in 2014, DEF's (orecasted light fuel oil requiretnents
for 2014 are expected to be purchased primarily under term supply

SisPud 2-


FPSC Commission Clerk
FILED AUG 30, 2013
DOCUMENT NO. 05174-13
FPSC - COMMISSION CLERK


Do Ko. 130005-E1

Risk Management Plan REDACTED

Page 2

agreements with volume flexibility at indexed market prices. Spot market
purchases wiil be made as needed to suppioment term purchases.

Naturai Gas

Based on cuvent projections, DEF forecasts lo bum approximately JIINE
B of natural gas in 2014, comprised of approximately d at DEF’s
generating piants and at gas-tolling purchased power facilties
whera DEF has the responsibility to provids the naturat gas. DEF's
forecasted natural gas requirements for 2014 are expected {o be purchased
primarily under term supply agreements based on market index pricing, with
supplemental seasonal. monthly and daily purchases of naturai gas being
made as needed.

Economy Power Purchases and Sales

Based on cuirent projections, DEEF forecasts to purchase approaniaiel
TN of economy power and sell approximately “ of
economy power in 2014. DEF actively seeks to purchase and self economy

power as opportunities arise based on market prices, dispatch costs, and
available transmission capacity.

ftem 1. ldentify the company’s overall quantitative and gualitative Risk
Management Plan Objectives.

DEF’s identified 2014 Risk Management Plan Objectives are o effectively
manage its overafl fuel and purchased power cosls for its customers by
engaging in competitive fuel precurement practices and activities. performing
active asset optimization and portfolio management aclivities, and continuing
to exécute the company's hedging program to reduce pirice risk and provide
greater cost certainty for DEF's customers. These items are discussed
further in tem 8.

item 2. Identify the minimum quantity of fuel to he hedqed and_the
activities_to he executed during the remainder of 2013 and

during 2014

DEF utilizes a phased hedging pragram where hedge transactions are
executed over time with lhe objective of raducing price risk and providing
greater cust certainly for DEF's customers. The bedging progiam includes
executing apptoved agreements over time for natural gas and fight fue) oif
usage for generation fuel, and coal rail and river tiznspcriation fuel
surcharges. Natural gas hedging activity represents the Jargest component of
DEF's hedging program as natural gas represents the largest fuel cost
component of DEZF-'s overall generation fuel costs.
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The volumes hedged over time represent a portion of DEF s forecasted bumns
with higher hedging target ranges in the near term and lower hedging target
ranges in the cuter period. Tha hedge percentage target ranges outlined
provide a framework for consistently executing the: layered hedging strategy
over time. DEF cannot predict future prices and DEF's hedging program
does not inveive speculation or trying to “out-guess” the market. All hedges
are executed at the prevailing market price for any given period that exisis at
the timo the hedging transactions are executed. The results of hedging
activities may or may not result in net fuel cost savings due to differences
betwaen the monthly settlement prices and the actual hadge price of the
transactions that were executed over time. The volumes hedged for each fuel
type over time are based on periodic updated fuel forecasts and the actuat
hedge percentages for any month, relfing period, or calendar anhwual period
may come in higher or lower than the target minimum haedge percentages and
hedging ranges because of actual luc! bums versus forecasted fuel bums.
Actual burns can deviate lrom forecasted bumns because of dynamic variebles
such as weattier, unforeseen unit outages, actual load, and changing fuel
prices. DEF’s multi-year approach to executing fixed price transactions over
time is a reasonable and prudent approach lo reduce price fisk and provide
greater cost certainty for DEF's customers.

Outlined below for each fue! type and exposure are the targeted minimum
hedge percentages to be hedged for the remainder of 2013 and 2014:

Naturat Gas

Natural gas represents DEF's fargest tuel cost compoanent and represents the
largest component of DEF's hedging activities. DEF plans to continue lo
execute its existing phased hedging ptogrant over a rolting 36-month period
thrcugh tima for natural gas through the remainder of 2013 and during 2014.
The currently approved rofling hedga percentage that are outlined in DEF's
Fraichised Electric Risk Limits as follows.

DEF will target to hedge a minimum of [l I anc Il of forecasted
natural gas burns for the reliing 36 month time period ttwough time,
respectively, during the remainder of 2013 and 2014. Given DEF's hedging
strutegy, DEF will continue to participate in spot natural gas prices for a
portion of its estimated natural gas needs.
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With respect to tight oil forecasted to be bumed at DEF's owned generation
facilities for calendar year 2014, during the balance of 2013 and 2014, DEF
will target to hedge a minimum of of its forecasted light ol burns.

Coal Rail and River Trangportation Fuel Surchatges

During the balance of 2013 and during 2014, with respect to coal river and rail
transportation estimated fuet surcharpe exposure, DEF will target to hedge
between [l to Bl of the estimated fuel surchaige exposure for calendar
year 2014,

Summary

Through the remainder of 2013 and during 2014, DEF will continua monitor its
fuel forecast andd will continue lo execute hedges aver time to alternpi to
manage to the hedge percentage targets outlined for a portion of its projecied
burns for natural gas, light oil, and estimated coal rail and river transportation
fuel surcharge exposure. This hedging approach is consistent with DEF's
existing strategy and allows DEF to continue 1o monitor the market and fuel
forecast updales. The hedging targets for each of the respective periods are
included in DEF's Franchised Electric Risk Limits in Attachment A.

ltem 3. {dentify and quantify each risk, general and specific, that the
utility may encounter with its tuel progurement,

DEF has identified specfic and generai tisks associated with the procurement
of fuels and power oplimization activities. The specific risks include fuel price
risk, suppliar performance and defawit risk, liquidity risk, credit risk, product
availability risk, and changes in forecasted volumes. The general risks
include weather related events such as hurdicanes, extreme weather
variations from forecast, business continuity, and changes in environmentat
ulps and regulations. Described below are the specific and general risks and
DEF's activities to manage overali exposure to these risks  [n addition, the
processes that OEF has in place to monitor and quantify these risks aie also
described.

Fuat Price Risk

DEF's customers are exposed 10 the risk of fuet price movements, which
could result in significant vasiabiity in projected and actual fuel costs. For
naturat gas and bigit oil, the physical fuel is procured under standard industry
contracts that ars based on published market index pricing that exists during
the time periods the fuel is delivered. The published market index prices paid
by DEF for these fuels will fluctuate with daily changes in narket prices until
the respective first of the month markst index or daily-published market index
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price getties and the product is delivered. For coal, DEF execules standard
indusiry supply agreements to fix and/or collar the price of the underlying
coal, but is exposed to fuel surcharges in the transportation agreements.
Absent hedging as defined by Order No. PSC-02-1484-FOF-E! {i.e. the
Hedging Order), Order No. PSC-08-0667-PAA-El (i.e. Clanfying Hedge
Order), and PSC-09-0349-CO-El {i.e. Transportation Surcharges), and fixed
price coal supply contracts, the projected fuei costs for coal, natural gas, and
light oil fuel purchases could vary significantly due to changing market prices
over time.

DEF manages and reduces fuel price iisks for a portion of its forecasted
natucal gas and fuel oii burns, and estimated coal rail and rver transpontation
fuel surcharges by ulifizing financial transactions over time. As outlined
above, DEF enters into standard industry coat supply agreements to fix the
price of the underly:ng commodity exposure. Because of these actions, DEF
raduces its overall exposure fo changes in projected fuel costs for its
customers,

With respect 1o monitoring and quantifying fuel price risk, Risk Management
independently monitors and repoits on lhe percentage of projected fuel burms
that have been hedaed under physical and financial agreements as comparad
1o the established procurement targets for each respective product and
period. tn addition, the Company perfoims muitiple periodic fuel and
purchased power cost forecast updates each year, which incorporate any
updales needed for financial and physical hedge positions, fuel and emission
prices. unil maintenance schedules, foad forecasts, and other cperating
parameters. The updated fuel and purchased power forecasts are point in
time estimates and are summarized and published to ensure there is a
regular review of projected fuel and purchased power costs. [n addilion,

Risk Management performs standard statistical stress tests and portfolio
anaiysis on an as needed basis.

Supplier Perforrmance a

Supplier performance and default risk represents the risk of financial loss
and/or supply loss that DEF could incur if a supplier defaults on a physical or
financial obligation and is not able fo tulfill the terms of an agreement. The
astimated aggregate dollar amount of supplier performance and defaull risk
for the portfolio is based on the volume, duration, and price of the agreements
as compared to the current estimated market value of the agreements.

DEF reduces supplier performance iisk by engaging in business with a
number of approved suppliers, executing agreemsnts within contract approval
fimils and ¢redit parameter imits, monitoring detivery parformance of
supptiers, and, if possibie. incorporating contractual provisions that alow for
non-performance remedies in the case of defaull. In addition, if a supplier
defauits, DEF also maintains on-sile inventones for coal and fuel oil. For
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activities associated with hedging under financial agreements, the Credit
function within Risk Managernent monitors all open positions and reviews the
eslimated exposuie for each third party company on a daily basis {0 ensure
that DEF has the appropriate coltateral balances as campared to centractual
thresholds established.

With respect to monitoring and quantifying the level of supplier performance
and default risk in fue! agreements, the Credit function within Risk
Management monitors and reports on the amount of default risk associated
with coal, natural gas, and fuel oil financial and physical agreements. The
review is based cn contractual volumes, duration, and prices as compared to
the current estimated value cf the open positions in the agreements that have
yet to be delivered or financially setiled. See Attachment B for DEF's
estimated Portfolio Default Exposure Report as of July 11, 2013.

Liayidity Risk

Liquidity risk represents the risk that DEF could not meet the coilateral
requirements genserated from fuel hedging agreements if fuel prices falt
substantially. As discussed above, DEF manages fuel price risk fof a portion
of ils forecasted fue! costs through the use of physical and financial hadging
agreements. To manage defauit risk, most of these agreements contain
provisions that requite the posling of collateral if contractual thresholds are
surpassed. The coliateral requirements of the postfolio are based on the
valume, dutation, price, and collateral threshoid levels of the agreements as
compased to the current estimated market value of the agreements.

DEF manages and reduces liquidity risk by conducling business wilh a
number of counterparties lo maximize the collateral threshold levels in
individual agreements. In addition, DEF has continued o maximize the use
of hedging agreements with ncn-marginatle provisions thal have less impact
on collateral requirements and do not require the posting of margin. For
aclivities assnciated with hedging under financial agreements, the Credit
function within Risk Management monitors aif open positions and reviews the
estimated market exposure for each third parly company on a daily basis to
ensure that DEF only posts the apprepriate collaleral batences as compared
1o contractual thresholds,

With respect 1o monitoring and quantifying the ievel of liquidity risk in fuel
agreements, Risk Management independently caiculates, monitors, and
reports un the amount of liquidity risk associaled with coal, nalutal gas, and
fuel oi financiat and physical agreements. The review is based on
contractual volumes, duration, and psices as compared to the cument
estimated value of the open positions in the agreements (hat have yet to be
delivered or financially seltted. Risk Management petforms standard
statistical stress tests and portfolin analysis on an as needed basis.
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In addition, the company continues 1o monitor the Dodd-Frank Wall Street
Reform and Consumer Protection Act (the *Oodd-Frank Act'). The Dodd-
Frark Act provides for the comprehensive regulation of swaps and security-
based swaps, applying in respects o all swaps, including the bilsteral and
over-the-counter (OTC) daerivatives maikets, as well as swaps embedded in
physical forward transactions. Generally. the Dodd-Frank Act provides for
certain exemptions from the mandalory clearing and exchange frading
requirements for participants that are “end-users” engaging in hedging
activities to mitigate or hedge physicai risk. DEF enters into commodity and
interast rate hedges to mitigate commercial risk andior hedge physicat
positions, rather than as part of a regular swap business, thus it is eligible for
the end-user exemption from the law's mandatory clearing and trading
provisions.

The Gommodily Futures Trading Cemmission (CFTC) issued rules for
recordkeeping and reporting requirements and the markelplace is in the
process of achisving compliance with these regulations. DEF is maintaining
records in accordance with the requirenients of the CFTC regulations.
Further, as an end-user, DEF can shift, and has shifted, the reporting
obligation lo swap counterparties for historic and current swap transactions.
The CFTC has not finalized the rules for margining and clearing
requitenents. DEF is continuing to study issued rules and timing of thewr
implementalion to prepare for applicable compliance requirsments. DEF
continues la monitor the potential impact of the rules on its hedging
transactions; however, it is difficult to predict how the market will ultimately
adjust to the new regulations.

In general, proposed regulations may continue 1o effect changes to the
derivatives markets. For example, mamgining requisements could raise the
incremental cost of hedging aclivitios as it may require counterparties to post
additicnat margin and maintenance margin for OTC derivatives, which would
then increase the liquidity requirements needed to support these achivities.
Currently, DEF has credit collateral thresholds in place with its counterparties
that do not require the posting of collateral unless the market value of its
hedges drops below the negofiated threshold dollar value  Additionally, DEF
has negotiated several bi-lateral non-margin hedging agreements with
counterpariies where margin posting is not required on tertain transactions.
if some of DEF's counlerparties are subject to higher liquidity requirements
due to the proposed regulations, DEF could be subject to higher incremental
costs for hedging transactions in the form of 1) potential increases in bid /
offer spreads on market hedge transactions, 2) potential reduction by certain
counterpaities in tha use of non marginable OTC transactions, and 3)
potential reduction in the number of counterparties who will be avaitable for
hedging transactions with DEF.
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Credit Risk

On a daily basis, the Credil function within Risk Management calculates,
monitars, and reports on the credit risk associated with the Company's fuel
procurement and hedging activities. The Credit function tillizes industry-
spacific credit evaiuation practices and has specific criteria that are used to
measure credit risk and ensure counterparties’ credit is. monitored and
reviewed. The Credil function monitars all positions and reviews the mark-to-
market exposure for each third party company 1o ensure that based on the
current market vaiue of open hedge positions and the credit quality of the
third party cornpanies the appiopriafe level of collateral is posted o received
as compared to the contractually established threshold. To date, DEF has
not experienced any credit losses with respadt to its hedging prugram
activities.

With respect to financial transactions, prior to executing any financial
transaction with a third parly company, two activities lake place. First, DEF
and the third party company must have an international Swap Dealer
Agieement (ISDA) in place. The ISDA is a standard industry contract that is
used by industry pasticipants to enter into Over the Gounter bi-lateral
transactions (OTC transactions). Al ISDA agreements are negotiated by the
Legat group and reviewed as needed with Credil, FSO, and Accounting 1
ensue the appropriaie terms ard conditions are included. As part of the
process of setting up a new financial agreement, a credit evatuation is
performed on the third parly comparty by the Credit function. There are
universal principles of credit strength that are evaluated before credit is
granted. Among these principles are company size, industry characteristics
and trands, profitability, liquidity, cash flow, interest and fixaed charge
coverage, and capital structure. DEF evaluales counterparties using a
consistent analyticat approach and the credit ratings are based on both
external ratings and the evaluation of key counterparty atiributes identified as
leading indicators for financial performance. The credil rating process
includes obtaining counterparty background information, identifying any
existing Standard & Pcor's (S&P) and/or Moody's ratings for the counterparty.
and performing a financial statement analysis. The financial staternent
analysis includes, but is not limited to, a review of revenue trands, metric
calculations and trends evaluation tor Frea Funds from Operations, Total
Debt to Tangible Net Worth, Funded Debt to Capital, Interest Coverage,
Operating Cash Flow and Liquidity. If the counterpanty is a bank. Tier [ and
Total Capital Ralios are also reviewed. Once the credit evaluation is
compiete, a credit rating is assigned to the third party company and, f
appropriate, a credit line s extended. The assigned credit rating and credit
limit dictate the size and duration of financia! hedging transactions that DEF
can enter into with a third party company.

As described, on a daily basis the Credit function independently monitors,
calculates and reports on collaterat exposure. In addition, with respect to
monitoring agrecements that require the posling of margin basad on
established contractual thresholds, the company may ask for margin or send
out margin to the third party compary to enswe exposwres are within
estabiished contractual threshokis. See Attachment C for the DEF Collateral
Report as of July 11, 2013.

Product Availability and Changes in Forecasted Volumes

DEF ruust have access {o needed physical fuel supplies, adequate product
defivery capatiiities and inventary 1o meet projected fuel requirements.
Without access 10 needer] fuel supply and inventory, DEF is exposed 1o the
risk of nut being able to economically and reliably dispatch the generation
fleat for ils customers.

DEF manages and reduces this rigk by entaring into physical supply
comeacts, as well as needed pipeline, railroad, barge, and trucking
agreananis for the purchase and deiivery of coal, natural gas, and fuel oil
that provide the ability to meet projected bums. in addition, DEF maintains
on-site inventory for coatl and fuel oil to provide fuel supplies to support on-
going operations and ensure supplies are available if unexpected defivery
delays, storm curtailments, or other avents that could affect fue! supply
availabllity cccur. DEF also holds off-site high detiverability natural gas
storage capacily that provides additional access for a portion of its natural gas
needs when natural gas supplies are curtailed. In addition, DEF has firm
rangportation on Guifstream Natura! Gas, Florida Gas Transmission (FGT),
and Southern Natural Gas {Sonat}, and has access lo onshore gas supplies
via contractual volumes delivered on Southeast Supply Header, the Transco
Mobile Bay South Lateral and puichase for LNG vol that are deliverad
out of Elba island into FGT via the Sonat Cypress Pipeline. DEF monitors
actual fuel burns, forecasted fuel burns, and fuel inventory levels. Based on
these reviews, DEF may make procurement adjusiments to manage any
changes to the volume and delivery timing of contracted suppiles because of
actual bums, changes to forecasted fuel bums, and inventory levels that can
be caused by economic faclors, weather deviations, fuel-switching trends,
plant outages, and purchased power opportunities.

With respect to monitoring and quantifying the level of risk associated with
ensuring adequate fuel supply, Risk Management independently monitois
and repors on the amount of fuel procured versus projected burns. in
addition, the front office performs analyses that quantfy the amount of fuel
and lransportation neaded fo suppor projected burns and inveniory needs
Lastly, the Company petforms petiodic forecast for fuel burns ard purchased
power and produces summary reports far review and monitoring of projected
fuet burns.




Risk Managepxmt Plan ke Enengy reewa
Page 10 Puge 10 of 5 )
General Risk

DEF is subject to weather events and hurricanes. As detailed above, DEF
reduces the overall risks associated with weather events and other potential
fuel delivery custailments and delays by maintaining on-gite inventories, off-
site inventaries, and continuing to diversify its natural gas supply to more
secure onshore incations as the Company’s overall gas generation has
grown. DEF is also subject to events that could require FSO employees 10
perform required work functions at locations other than their normal work
focation. With rospect to this risk, ihe FSO Department has business
continuity plans in place that are reviewed and tested periodically to ensure
that offsite kocations are functional. Lastly, DEF is subject to changes in
eavironmental rules and regulations.

ltem 4. Describe_the company's_oversight of its fuel procurement

The Finance and Risk Management Committece (FRMC) of the Board of
Directors as well as the Company's Senior Management, defined as the Chief
Executive Officer (CEO) and his/her direct repor's, provide guidance and
oversight to Duke Energy's fivancial risks. The Chief Risk Officer (CRO)
updates the FRMC of any material risks or risk taking activities of the
enterprise at every regularly scheduled Boaud meeting. The Transaction and
Risk Committee (TRC) is responsible for oversight of the Corporation’s Risk
Management activities. The TRC is comprised of senior executives from
varying functional areas. The CRO is responsible for annually reviewing the
corporate Commodity Risk Policy and Corporate Credit Policy, and the TRC
is responsible for approving substantive changes to the pchcies. The CRO
ieviews corporate rsks and resuiling mitigation decisions including fuel
hedging and procurement activities. The TRC reviews transactions that
exceed individual senior management committee approval authorilies. Senior
management commitice approval authorities are outlinad in the Company’s
Approval of Business Transaction policy (ABT). In addition, the Company
maintains a risk management ccnirol manual, together with specific risk and
credit limils that apply 10 the aclivities of DEF. These policies. precesses, and
limits are reviewed at least annually by the Front Office and Risk
Management, and are approved by CRO or the Chief Financial Officer (CFO)
as required.

DEF has included the Franchised Electric Risk Management Control Manual,
the Commodity Risk Policy, The Credit Policy, the DEF Franchised Eiectric
Risk Limits and the DEF Franchised Electric Credit Limits as Attachments |,
E, F,Aand G.
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With respect to day-to-day independent oversight and controls in place to
oversee FSO's activities. he company uses the “three-office” structure which
includes FSG and Energy Supply Analytics (Front Office), Risk Management
{Middle Office), and Regulated Accounting {Back Office) to provide the
necessary independenl oversight and moniloring of its fuet procurament,
power optimization, and hedging activities

The “thvee-office” structure is an accepted industry practice with the Front
Office, Middie Office, and Back Office each functioning as independent
depariments, which ensures the required segregation of duties and the
existence of independent oversight and contrals over key activities. In
addition, the Legal organization provides cnitical conlractual support to ensure
that the Front Office contracts are reviewed with FSO and contain legal
provisions that reduce risks that could affect the Company. The IT Enterprise
Appiication Solution Support organization provides on-going support related
to trading system operations and functioning. Treasury and Disbursement
Services provide appropriate support when disbursing funds {o counterparties
via checks, wires, or automated clearinghouse payments. These support
organizalions are indeper.dent from the Front Office.

Eront Office

DEF has a siructured procurement process where Requests for Proposals
are issued petiodicaily to procure neaded competitive fuel supply. As noted
above, the fuel procurement contracting and settlement activity is supported
by the Legal and Regulated Accounting function. Front Office maragement is
responsible for ensuring employees are authorized before they are aliowed to
trade conunodities on the Company's behall. ln addition, there is a corporate
£nergy Supply Bulk Power Marketing & Trading Delegation of Authorities as
well as a cotporate Approval of Business Transactions Delegation of
Authorities, which provides the required approvals for fuel related
procurement activity based on estimated costs and dutation of fuel related
contracls. Front Office management Is also respansible for ensuring that
employees who trade commodities on the company’s behalf attend required
periodic training conducted by Risk Management and Regulatory
Compliance. DEF has included the Duke Energy Commodity Risk Folicy,
tuke Energy Credit Policy, DEF Franchised Electric Risk Limits and DEF
Franchised Elactric Credit Limits in Attachments E, F, A, and G. In addition,
DEF has included the Duke Energy Supply Bulk Power Marketing & Trading
Delegation of Authorities and the Duke Energy Coinmiodities Approvat fdatrix
from the ABT as Attachments H and D respectively.

Risk Management monitors Front Office activity by quantifying, moniloring.,
and reporting risks associated with fuef procurement, power optimization, and
hedging acfivities. Risk Managementis accountable o the entetprise for
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independent oversight, measurement, and reperting of Front Office activities
to management. Risk Management monitors and reports on Front Office
activities and will report imimediately any non-compliance as raquired within
the roporting and contro! iimit structures as defined by the Risk Management
Guidslines. Lastly, Risk Management publishes credit limit and exposure
reports to ensufe that counterparty credit limits are monitored and adhered to
and administers margin activily as required under agreements with
counlerparties to reduce credit and defauit risk.

Regulated Accounting

Accounting is also independent from Feont Office and pedorms the following
contro! functions. among other things, on a dally, weekly, or monthly basis:
deal validation, transaclion confinnations, close accounting, general ledger
balance sheet account reconcifiaiions, settlements/cash transfers, processing
paymentsfreceipts, accounting for hedging aclivities and derivatives, and
performing certain compitance activities as defined andfor required by varlous
regulatory agencies {e.g. Securities and Exchange Commission, Financial
Accounting Standards Board, Federal Energy Regulatory Commission, Public
Service Ccmmission). Related 1o accounting for hedgmg activities and
derivatives. Cuke Energy's Derivatives policy is followed. This policy is
reviewed and updated as necessary and at least anriually.

item 5. Verify that the ulility provides its fuel procurement activities
with independent and unavoidable oversight.

As described in item 4, the Company has a robust independent oversight
cullure and organizational design with processes in place to ensure the
identification. monitoring, and reporting of risks accompanying independent
controls for monitoring and reparting an fuel procureraent, power optitnization,
and hedging activiies. The key components of the oversight functions and
processes are further described below.

The FRMC is primarily responsibls for the ovarsight of risk at the Company.
This oversight function includes, but is not limited to, review of Duke Energy’s
risk exposure as related 1o the overall company portfolic aad impect on
earnings and review of the firancial exposures undertaken by the company in
{ight of the approved Cerporate Risk Management Policies. Such exposures
include physical and financial positions in the commedities markets. The
Commiitee is comprised of ¢ minimum of two members of the Board
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Transaction and Risk Committee {TRC}

The TRC is responsibie for oversight of the Corporation's Risk Management
activities as well as reviewing proposed business transactions and risk
management aclivilies that require approval by the Presxlent and

Chief Executive Officer, the Board of Directors, or a commiltee of the Board of
Directors in accordance with the Approval of Business Transactions Policy.
The membership of the Commitiee shall consist of the following officers of the
Corporation:

Chief Financial Officer (Chair}

Chief Legat Officer

Vice President and Chief Risk Officer

Vice President and Treasurer

Vice President, Intetnal Audit, Ethics and Comphiance

in addition 10 the members listed above, three members from the Senior
Management Committee, oiher than the Chief Financiat Officer and Chief
Legal Officer who are permanent members, sefve on the Committee on a
rolational basis. These members wili ba selected on an annual basis by the
President and Chief Executive Officer.

Enterprise and Regulated Risk Managemenl (Risk Managerpent)

The Company has an independent Risk Management section, which is
overseen by the Director of Enterprise Portfotio and Risk Management who
reports {o the CRO. The Risk Management group is comprised of a credit
risk management function and a market risk management function. Risk
Management's credit function provides independent credit evaluation of
trading and procurement counterparties, perferms credit reviews of the
Company’s suppliers and customeis, assists in drafting and reviewing credit
language in various agreements, and monitors and reports on credit
exposwres daily. Risk Management's market risk function independently
repoits on fual procurement and hedging aclivities and performs independent
analysis as required Risk Management independently develops the
methodologies for measuring and evaluating risk.

Franghised Electri Management Control Manual and Franchised
Electric Rigk Limils

As part of the overalf risk tnanagement structure and oversight process at the
Company, the Company has a Franchised Electric Risk Management Control
Manual, Franchised Electric Risk Limits and Franchized Electric Credit Limits.
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Thase are reviewed by Front Office and Risk Management, and approved by
the CRO or the CFOQ as required.

The Franchised Electric Risk Management Control Manuai piovides the
dascriptions of the objectives and operatlons of the regulated businesses, the
overall control environment in which they operate, and the structure and
responsibilties of the various groups involved in the controf function. DEF's
Franchised Electric Risk Limits contain the limils and approved aclivities fot
DEF. In aggregate, these documents provide for the oversight anrd controls,
roles and responsibilities, and the approved activilies associated with fuet
procurement contracts, fuel hedging activities, and power activities. Duke
Energy's Credit Policy provides the overali objectives and general operating
practices for evaluating, measuring, mitigating, and reporting credit risk
associated with FSO activities. In addition, the Comparny has gslablished
Credit Risk Limits define prescrbed credil imils, including contract duration
criteria for counterparties based on credit metrics.

Inlermai Audit

Intama! Audit provides independent assurance and consutting services that
ensure compliance, effective corporate governance, adherence (o established
procedures, and operational effectiveness for all major areas of the Company.
With respect to FSO activities, Audit Services performs periodic audifs that
focus on items such as compliance with eslablished procedures. off-premise
activity, payment terms undur fuel contracts, and other trading and
procurement activities.

Legal and Regulated Accounting

Legal performs contract reviews with: the Front Office during drafting and prior
1o final execution. in addition, Regulated Accounting which includes the Back
Office parforms, among other things, on a daily, weekly. or ionthiy basis,
deal validation, transaction confirmations, close accounting. general ledger
balance sheet account reconciliations, settlements/cash transfers, processing
paymentsireceipts, accounting for hedging activities and derivatives, and
compliance aclivities as defined and required.

ftam 6. Describe the utllity's corpo risk _policy regarding fuel
procurement activitios.

The Company has a Franchised Electric Risk Management Control Manual, a
Commodity Risk Policy, a Credit Poiicy, and Franchised Electric Risk and
Electric Credit Limits. In addition, the Company has tha Duke Energy Supply
Bulk Power Marketing & Trading Deleqgation of Authority, and {hie Duke
Energy Commodities Approval Matrix from the Approval of Business
Transactions policy that cutline the approval requirements for procurement
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activities for respective individuals and management levels based on he
tenor and eslimated doftar amourls of agreement, subject to the requirements
of the Approval of Business Transactions policy.

These documents and processes in aggregate oulline the expectations,
policies, responsibilitics, and limits associated with the corporate risk
oversight and approved activities for the Company's fuel procurement
practices. In addition. as described in detail in item 4 the Company has
daveioped oversight functions and processes that are followed with respect to
fuel procurement, power optimization, and hedging activities. DEF has
included the Franchised Electric Risk Management Control Manual, Duke
Energy Commodity Risk Policy, Duke Energy Credit Policy, the Franchised
Electric Risk Limits, the Franchised Electric Credit Limits, the Duke Energy
Supply Bulk Power Marketing & Trading Delegation of Authority, and the
Duke Energy Commoditics Approval Matrix from the ABT as Attachments 1,
E, F, A, G, H and D. The fuel purchase and related activities are identilied
under the Energy Supply Bulk Power Marketing & Trading Delegation of
Aiithorty, Franchised Electric Risk Linits and the Commodities Approval
Matrix.

item 7. Verify that the ulility’s corporate risk policy clearly delineates
individual and group transaction limits and authorizations for
all fuel procutement and hedging activities.

The Utility has approval requirements, policies, and authorizations in place
that outhine authorizations for fuel procurement and hedging activities. DEF
has included the DEF's Franchised Electric Risk Limits and corporate Duke
Enemy Commodity Risk Policy in Attachment A and E. These pelicies and
guidetines outline roles and responsibilities of each group. deal execution
processes, and allowed products, as well as conlsol limits such as volumetric,
tenor, and liquidity limits and deal vaiidation and valuation processes.
Additionatly, the Duke Energy Supply Butk Power Marketing & Trading
Delegation of Authority and the Duke Energy Commaodities Approval Matrix
from the ABT outline the approval requirements fcr procurement activities for
respective individuals and management levels based on the tenor and
estimated doltar amounts of agreement, subject to the requirements of the
Approval of Business Transactions policy. The Duke Energy Supply Bulk
Power Marketing & Trading Delegation of Authority, and the Duke Energy
Commadilies Approval Matrix from the ABT are mcluded in Attachments, H,
and D, respeciively.




Risk Managenien: Pln Duke Sy me"’)
Puge 16 Page 16 0t8E

Hem 8. Describe the utility’s strateqy to tulfill its risk_managemient
objectives.

As oullined in ltem 1, DEF's 2014 Risk Management Plan objectives ase ta
effectively manage its overall fuel and purchased power cosis jor its
customers by engaging in competitive fue! procurement practices and
activities, performing active asset optimization and portfolic managemant
activities, and continuing to execule the company’s hedging program lo
reduce price risk and provide greater cast certainty for DEF’s customers.
Qutfined below is the stralegy to fuilill the risk managsment objectives.

First. the strategy is executed by experienced professionals who conduct and
execute their activilies o achieve the objectives of the plan.

One of the components of DEF's Risk Management Plan objectives is 10
engage is competitive fuel procurement practices. Examples of the strategy
executed to {ulfill this objective include the issuance of periodic RFP’s to
solicit conpetitive term supply bids for coal, natural gas, and fuel oil. In
addition. DEF actively manages its day-1o-day fuel needs and participates in
the short-term market place to access competitive supply and work closely
with suppliers as needed. With respect to the strategy executed to achieve
the objective of performing active asset opfimization and portfolio
management activities, the Portfolio Management Unit within FSO performs
daily forecast to determine optimal unit commitnient and dispatch based on
generation costs and market prices, and togelher with the Power Trading Unit
within FSO, monitors the hourly cost to dispatch the generation ticet
compared to available market opportunities. The Power Unit actively seeks
opporlunities o executs sconomic purchases and sales that reduce costs for
the customers. lastly, with respect to the strategy executed to fulfill the
objectives of the hedging program, DEF by virtue of locking in fixed price fer a
portion of forecasted usage over time via its hedging program, achieves this
objective as a portion of DEF’s luel costs are no longer subject {o changing
fuel markets

Along with the examples noted above, DEF's Risk Management Plan
activities are governed by independent controls and audits, stiong protesses.
appropriate organizational design and oversight, deat approval requirements,
and the existence of nheeded guidelines and procedures. The Company has
eslablished controis, guidetines. procedures, and organizations to support
and independently monitcr fuel procurement, hedging, and power
optimization activities. As noted i items 4 and 5, the Company has a robust
oversight culture and processes that include oversight by the TRC, periodic
audits by Audit Services, and independent reporting and cradit monitoring by
Risk Management to ensure adherence to established guidelines and
procedures.
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item 9. Verify that the utility has suificient policles and procedures to
implement its strategy.

DEF maintains sufficient guidelines and procedures (o implement its strategy.
Please see Attachment K for a summary listing of the applicable guidelines
and procedures.

Item 13. Describe the utilities_reporting system for fuel procurament
activities,

The Company ulilizes multiple systems and applications to track, record,
account, and report on executed fuel procuremont aclivities. Descriptions of
the primary systems, software, and other tocls are provided below.

Forecasted fuel burng are prepared by the Company using a production cost
simulation model called GenTrader. Fuel and other commedity price
forecasts, load forecasts, purchased power dea! infonmation, generating unit
operating characteristics, maintenance schedules, and other pertinent data
are input info GenTrader which then simulates the system ard computes a
projected fuel burn requirement

Aligne is a software application used by the Company fo capiure natural gas
physical procurement fransactions as weli as financial natural gas and light ol
transactions. In addition to deal capture, Aligne is used for deal valuation,
position management. mark-to-market calculations, and settlements. Aligne
is integrated with the Gas Management System (GMS) which is a natural gas
scheduling tool used to match supply and deliveries. Once volumes are
updated in GMS with actual volumes, there is a process that systematically
updales the physical deals in Aligne.

The GMS is 8 software application used by (he Company lo match supply,
transport, and deliveries for natural gas purchases, sales, and {ransport
activity and the administration of sssociated contracts. The system is
integrated with Aligne as outlined above. which provites for greater efficiency
and controls for gas related acfivities.

Fuelworx is a software application used by the Company to captura and track
physical procurement activity for coal and fuej oil. The system assists with
administering contract terms and conditions, maintaining inventory fevels,
capturing fuel consumption information, and issuing monthly closeout
processas, including invoicing, and settiements.

Front Office, Risk Management, and Accounting utilize other programs such
as Business Objects and Excel to suinmarize, evaluate, and report on fusl
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ATTACHMENT A
procurement transactions and counterparty credit evaluations In addition,
Energy Supply Analytics and Risk Management utifize Matlab, a computer
programming language, to calculate VAR and run other scenarios as needed
by the business unils.

Lastly, the Company has agreements with vendors to pravide real time piicing

feeds to monitor real-time natural gas. fuel oil. and power market prices. R E D B C T E D

Item 14. Vorify the ufility's  reporting system _and other_ tools
consistently and comprehensively identifies, measures and " I
monitors all forms_of risk associated with fuel procurement DEF FRANCHISED ELECTRIC RISK LIMITS

activities,

(10 pages)

As outlined in the response to item 13, the Company utilizes several
applications to ensure procurement and hedging activities are captured,
measured, monitored, confirmet, accounted for, and reported. The Company
ises stangard industry reporting templates, valuation techniques and
applications. The curcent applications utilized by the Company provide the
necassary functionality for captucing deals, summarizing fuel positions,
calculating mark-to-market valuations, calculating credit and collateral
exposures, generaling confirmations, supporting billing and payment
requirements, and maintaining needed historical information such as prices
and rade data.

ftem 16. Jf the ufility has current limitations in_implementing certain
hedaing fechniques_that would provide a net benefit to
ratepayers. provide the details of a_plan detailing the
resources, policies, and procedures for agguiring the ability fo
uge effectively the hedging techniques,

DEF dogs not believe that there are any cument limitations {o execute its
hedging strategy in a reasonable and prudent manner,
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(6 pages)




Docket No 130335161
Duke £nongy Fionca
Exnll No [rY R
Page 240168

ATTACHMENT F

REDACTED

DEF CREDIT POLICY

(5 pages)

REDACTED

DEF FRANCHISED ELECTRIC CREDIT LIMITS

Dociest No 130091-£1
Oune Eratgy Fienide
Exitio (M- 1P)
Lapge 26 ot 68

ATTACHMENT G



Dockel Mo 15002 1-E8

Duks Eneny ¢ ouls
ExnbiNO 1Py
Foge 20 ¢f 63

ATTACHMENT H

REDACTED

DEF ENERGY SUPPLY BULK POWER MARKETING &
TRADING DELEGATION CF AUTHORITY

(2 pages)

Oocket No 330001-E1
Dukke Enegy Florida

Attactnent | - REDACTED
Duke Energy Corporation

Franchised Electric
Risk Management Control Manual

4 DUKE
v ENERGY.

December 2012




Docket Na 130001-E1 Dockel No. 139001 £1

l.l.n:_oEwyFbm; Do Energy Fiorida

agbye Paer s~
Franchised Electric P Duhe ; Franchised Bloctne »m
Risk Munagemnent Conteul Manuol S enery Risk Management Control Manual R

REDACTED . REDACTED
Risk Management Controls and Procedures for Fuels & Systems “able of Contents:
Optimization and Wholesale Power and Renewable Generation i 1. tnteodduction and Purpose 5
Rigk Manarement Tolicies and rovedures 5

Confidential Information Control Mimual Amendments and App. o

Leyal and Regutatory Compliance 4
‘The information contained withio this inanual is confidential and proprictary to Duke Energy Cxceplion Process 7
Corporation’s Franchised Electric & Cas group, particularly Fuels & Systems Optimization (F50) and New Employees.. o R TS
the Whodesale Power and Renewabie Geaeration (WaR) and the varivus groups supporting; these Inter-Afliliste Transactions. 8
operations as further defined within this manval.  Confidentiol and proprietary informaticn is a 1. Comaept of Operalions..... ... )
valuable nesource. Release of this infornwation to the gegeral public could lad (0 2 competitive Duke Bnergy Corolinas & rogress Energy Carolinas

disadvantuge for Duke Dnergy Corporation and its subsidiarics ("Duke Energy”). Proguess Energy Florida .......
Nuke Energy Indiand & Nuke Coergy Kentueky .
Duke Energy Ohio
RL Roles and Responsibitit
Role of Corparate Officers ..
Seyregation uf Function and Ownership
Role of Chief Kisk Glficer. .
Role of Corporate Risk Management ...
Raf of Fuels & Systems OpHmBalin . e e o cnnrimssnecasasss saciasees

Alse, release of this information to the Non-Repudated portions of Duke Fnergy could resolt in
vitdatiow of vegalatory rules (FERC Aliiliate Restsictions/Standards of Conduct). Confidintial and
proprictary information must be protected from unautharized use, modilication, discdasure, or
destruction whether intentiunal or vnintentionad. Duke Energy employoees must olso contply and
acknowlidge review of the Cede of Business Ethics policy.

Rale ot Teaders, 4
Rale Regulated Fuels
Ruole of Whaotesale Power and Renewable Generation [T

Role of Energy Supply Analytics
Role of Contract Managemer
Role of tatenaal Audiy
Kole of Ethies and Compliance
Role of Duke Energy Ceneral Counsel.
Role of AADIIRING.. ..ccovmeicenmisisernsenon

1Y, Contrad Revquirerionts and Activities . 7
Risk Vanag Lo aaeracencssressesatosstorasane sevssast semiontseais s bassaroNaoh e RS e bbbt 8 bt 17
Risk Management - Credit Risk .. .19
Vialations of Risk Control Manual ... L
Fuels & Systems Qptimization 20
Contract Managy ¢ .22

V. Dodd-Frank . [ e 23

Arpendices:



Franchised Lieeteie
Risk Management Contrul Maawal

Appendix A - Key Risks

Cocket N 130001-E1
Dube Energy Firida
Extvint

REDACIED

~

s

Appendix B - Unauthurized lmn-,m:ttuns
Appondix C - Confirmations & Scitfement Activilics

-y

.28

Appendix D - New Prodocts/Business Activitics Approval Process.........

Appendix E - New Product Chiecklist ...,

.. 30
31

32

Appendin E-- Potential Trade Exceptions
Appendix G - Potential Dvliver Term Violations

33

Apperulix 1 - Employee Acknowledgment

36

Appendix U~ FERC 741 Qfficer Costification Provess.......

il l‘fn_lfn:o‘dd'cu‘m and Purpose

Oocket No. 135601-E1

Franchised. Elcatnic k m’

Risk Management Control Manuai

REDACTED

| Risk Management Palic




Franchised leclric
Risk Management Conteol Manual

Oocket No. 1330C1-6)
Otse Enwtgy Florias
ExnbitNo ____ (M12)
¥Rge 32 of 68

BB

REDACTED

Dochet No 1300038

Eramgy Fieeds
::..iun 'Nu-i_,_ WM-1P)
Puge 33 288
Franchised Electric P ke
. . ’l{“‘rrw-
Hisk Management Cottrof Manual

REODACTED

Jegal and Regulatory Cemplianee




200t ' Docket No 130001-€1
Dxkat No, 130004l oo 1aoma

ke Enerpy Fierda Exrit No 5Py
‘E,::il’:l s e Pajeasoldh
o H 4 Y g C swed Eleciric
. l‘\ fanchuvd Electriv N 5% [xf.mdusul Eleciric . - Tur
Risk Management Conteol Manual Risk Management Contrul Manual

KEDACTED

Repact

[

[ntes-Affiliaie ronsactns




—— Docket Ne. 130001-E1

y i Dogsat Mo 130001-€3 i Duke Erergy Florcia

' Orio Energy Froarda ’ Exhibitdo __ (JM.1P)
Extbn Ne, . (%8 1P} Pags 37 2 89

l Page 2 of 83 :

H . 3 , chised Elvtric

| Franchised Eloctriv: Duke Pranchised Elevts "~ my

e sk agemeni C anuat
Risk Mo nagement Control Manual B"“"'W Risk Managemeni Controf Manua!

KEDACTTN
R DALY

Plogress B

i —
i

Db Proie

frediang

Juke Enetgy Kent

h




Docket No 13001

3un [ -
XGRS, | (IM-1P;

Page 35 «f 45 4

Franchised Electric B m’

Risk Management Control Manual

REDACIED

“Til epios &« Responsibitities

Givnership

Ouke Energy Fleside
ExhbiNo _ _ (M4-1P}
Page W et 8
Franchised blectoe f Ourke
Risk Management Control Maical Encroy.

L}




o —————— —— Ducrel Hp 120001-€1

Duka Evergy Floda
Lol No IM-1P)
Page 42 of 68

Frandised Blectric J l"’nﬁ:’n
. N Tl fe
Risk Manageuwnt Control Maaual

REDACTED

firer

sR—n.alzrof Tuels & Sy::tem.s Optiwnization

Kode of Fradess

Regufated Fuels

Frouchised Pleatric
Risk Managemont Control Manual

Docket No 1mo*|1-.E-|
Energy Fios

B MIP)

Page 41 0163

BES,

REDACTED

coer and Re




Coouet No 130001-Ei Ducgt No +30001-€1
Dl Enevgy Flooda Duke Encrgy Fionda
ExhRaNg ___ (JM-1P) ExupiNo. . M- 1P
Pago 43 0/64 Page 430l 82
Frmhised Flecuric Franchived Blecteiv gnio
i . . ) ﬂ% h.u chived Ele ) J Y i
Risk Management Control Manual Risk Management Control Manual

REDACTED REDACTED

“Role of Tntemat Audit

Rote of Dyke

P Hele ot treasiry

[Role of Accounting

6




"ol AT - TERGAZCUR]R AwE

GILCARNR
TR O] Jnleuely sy
A8y !
0’;‘3 ﬁ NI PesRPUes )
$810 5y obey
(ti-nf) ™ ON arix3
ol AR B

F 150008 ON B

TERIAR (A ){S!}yl

SINFATO Y liE SjuawsbaY oty

GOV
; eaugy Jaguo?y uasuaduuey sy
“::gg g YR pas!x.pm-_x 1
) 890 300y
N uxy
Spudiy @0:-"3 g




Dociet No. 150001-F1
Page co 0" 68

Fravwhised Eloctric Pckt"#:?’gy.
Risk Management Contrul Manual

REDACTED

i Viokations of Risk Coutrol Moy

—

bl

Dordet No. 130081-E)

byl
P!;s arotes Reip)
Franchised Electric - 8‘.2“,‘, r
Risk Management Control Manual
REDACTED

{ Fuels & Syséms Optimization




Franchised Electric
Risk Managenient Crmtrol Manual

Dockwt No 130001-€1

Duks Energy Flordia
ExhbtNo  _ _ (IM-4P;
Poge 48 of 65

129

REDACHD

Frawwhised Electric ke
Risk Management Control Manual »

REDACTED




Erandhised Eleetrie

s

anagement Control Manual

ape 56 of

Dui
o Bii%y

Oackel No 13000*-E}

Duke Ensegy Fiodds
ExupdNo __ (IM-1P}
Page 1066
franchised Lectric
Risk Maragement Control Manual ag':’w
REDACTED




CHIDYVALY

mec

BN N

d epuot] A8V 3
12 HO00E L "ON N0

(POUREA FORUO"Y MUDKEUC]y §IF
MUY PISIPIUS|

S 43N

v apuaddy

GRIDVAEN
FHUTEY [OHU0T) UABRaC Y JSEY
MV PORUPIUR

2%

89075 Hey
[ .
epyoy Ab:aul dwng
13:150001 0N W]



[RS—

Docaet Ho. 130001-61
Dune Energy Flovida
Exwbr No. __ | (10}
Page 54 51 88

Appendie B

Unauthorized Transactions

s
_
R

%

Appondia €

Confirmation Activities:

Docket No. 130001-Et
Daae Energy Fiiida
ExXMANO. ... (M-tP)
Page t% of




Ooonet N6 1360011
Ok Energy Flords
ExnbtNo. . (JN-1P}
Page 30 of 68

Settferment Ai fivit

30

Docet No 130061 -Ci
Duse Erergy Foncs
Exvbrt No. ____ (M-1P;
Page 57 of 64

Appendin D

New Products/Business Activity A

pproval Process




Doches No. 13G0D1.E¢
Dacket Ne. 1$5001-E1 Oune Enecqy Fiorias
Duke Eregy Florida ExtvD2 MO (JM1P)
oA NG ... {10} Page Suctes
Appendn E Pege toctes . .
Appendix ¥

Nunw Product Checklist

Fotential Trade Excepti

p




Appendix G

Potential Delivery Terni Viclations

Docaet No. 133901-E1

Ouka Energy Firida

ExhiniNo . iM-1P2
800188

Page

Appendix H

Risk Management Employee Acknowiedgment

Employec Name:
{Please print)

RISK MANAGEMENT EMITTOYES ACKNOWLEDCMENT

Corporate Risk Maragement has o combination of Policies, Risk Limits, Culdedines and
procedures referred to as the “Risk Documents” that contasin certain information
segardung the goveenance apd provedures of certain Duke Enagy aaivities Piease read
and review the appropriate Risk Documents. If you have any questions ngarding the
Risk Docussonts, you acoe to contact your imrmediate supervisor. It is very invportant that
vou understand how the Risk Documents apply to your current position. After reading
and understanding the appropriate Risk Dscuments. please cheel. the Risk Documents
reaed apct wisderstoud below and sigh the Risk Manageowdd Einployee Ackiswhalgnent
as instructed i the last line bolow.

Check all that apply:

s Duke Energy Commwdity Risk Colicy (applies ocroes aif entstics} oo oivnns
»  Duke Energy Credit Policy (applics across al} entities)
o Model Review and Approval Process (apmplics acans all entities) « e s e T
*  Dodd-Frank Act Goveranance Policy (applies across aft entities) oo !

o Duke Energy Franchised Electric Risk Management Control Manual., i vee o |

s Duke Pnergy Carolings & Progress Energy Carolivas Risk Limbs
o Progress Bavegy Florida Blectric RISK LIMES <o vinvens v, [ERSTT

e Duke Enerpy Indiana Flectpic Risk Limits

«  Duke Eneryy Kentucky Electric Risk Limits....ooves e e
*  Duke Energy Caralinas Crodit LImits v e e vvsreein e

*  Vrogress Energy Flurida Credit Limits

»  Frogress Energy Carotinas Credit LrilSa. oo

o Duke Energy Indiana & Duke Energy Kentucky Credif Limits .o [_}

+  Dulegation of Authority - Fuels & Systems Optimigation . ... e - ]
have read the Risk Documents as indicated above outlining Duke Energy's

expectations of mwe. | undusstond and acknowledge thes Risk Documents appiy 1o my
ponition. Tachnowledge and ugree that i s my esponsibility w comply with all aspects

&
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of (he Resk Lucuments as well as aay future evisions made to the Risk Docements, If]
encounter a situstion in which 1 do not know haw the Risk Dociments applies, T will
contat oy immediate supervisor,

I further acknowlalze and agree that Ly ilbamtact my imimediate supervisor should my
responsihititics at Duke Energy change and questions arise reganding the application of
the Risk Documents to my now position andior nesponsibilitics,

) understand and acknowledgze (hat my failuge to comply with the Risk Documents will
result In corrective action, up to and including lermination.

1 ACKNOWL EDGE AND UNDERSTAND THAT NETHER THE RISK DOCUMENTS
EMPLOYEE ACKNOWLENGMENT NOR ANY OF DUKE ENERGY'S POLICIES OR
PROCEDURES, INDIVIRUALLY OR TOGETIHIER, CONSTITUTE A GUARANTEE OF
CONTINUED EMPLOYMENT, CREATE A CONTRACT OF EMPLOYMENT QR
ALTER THE AT-WVILL NATURE OF MY EMPLOYMENT IN ANY WAY.

wployce Signature i Date

Employee Title

et Full Name

Docket No 130002 -€4
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Appemdix 1

FERC 741 Officer Centification Process
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ttachment J

Appendix H
Risk Manag Employee Ach ledgment
Employee Name:,

(Please print)
RISK MANAGEMENT EMPLOYEE ACKNOWLEDGMENT

Corporate Risk Management has a combination of Molicies, Risk Limits, Guidelines and
procedures referred to as the “Risk Docuinents” that contain certam information
regarding the governance and procedures of certain Duke Energy activities. Please read
and review the appropriate Risk Documents. i you have any questions regarding the
Risk Documents, you are to contact your immediate supervisor. It ks very important that
you understand hew the Rish Documents apply 0 your cutrent position. After reading
and understanding the appropriale Risk Documnents, please check the Risk Documents
read and understood below and sign the Risk Managenent Employee Acknowledgment
as instructed In the last line below.

Chueck all that apply.

»  Duke Encrgy Commodity Risk Policy (applies across all entities) ...........cc.eveeennne
»  Duke Energy Credit Policy {applies across all entities) .............ccceeirnvnncieninneen
o Model Review and Approval Process (applies across all entitivs) ............ SRS

¢ Dodd-Frank Act Goveranance Policy (applies across all entities) .

¢ Duke Encrgy Franchised Electric Risk Management Control Manual
* Dube Energy Carolinas & Progress Energy Carolinas Risk Limits ..
¢ Progress Energy Florida Electric Risk Limits ...

¢ Duke Energy Indiana Electric Risk Limits ........ s reens roverenrnnninn enenirenn
o Duke Energy Kentucky Electric Risk Limils....coocoeereiniesnnnionsnnicnc e
o Duke Energy Carolinas Credit LIMits .......oooiiiviininiieinniinnnstcsneinsenee e

»  Progress Energy Flonda Credit LImils...ccooomeniinirmasiiiioseimnnmms s,
¢ Progress Encrgy Carofinas Credit Limits....cconireiiieiinnnnieniienaninnin o,

»  Duke Energy Indiana & Duke Energy Kentucky Credit Limits ..o
¢ Delegation of Authority - Fucls & Systems Optimization ... .....cceeenne [PTRUOTe
I have read the Risk Doc as indicated above outlining Duke Energy's

expectations of me. 1understand and acknowledge these Risk Documenta apply to my
position. 1 acknowledge and agree that it is my responsibility to comply with all aspects
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of the Risk Documents as well as any future revisions made to the Risk Documents. If1
encountier a situation in which I do not know how the Risk Documents applies, Lwill
contact my immediate supervisor.

I further acknowledge and agree that I will contact my immediate supervisor should my
responsibilities at Duke Energy change and questions arise regarding the application of
the Risk Documents to my new position and/or responsibilities.

{ understand and acknowledge that my failure to comply with the Risk Documents will
result in corrective action, up to and including termination.

I ACKNOWLEDGE AND UNDERSTAND THAT NEITHER THE RISK DOCUMENTS
EMPLQYEE ACKNOWLEDGMENT NOR ANY OF DUKE ENERGY'S POLICIES OR
FROCEDURES, INDIVIDUALLY OR TOGETHER, CONSTITUTE A GUARANTEE OF
CONTINUED EMPLOYMENT, CREATE A CONTRACT OF EMPLOYMENT OR
ALTER THE AT-WILL NATURE OF MY EMPLOYMENT IN ANY WAY,

]

/
Employee Signature / Date

mpluyeer'hlle

Print Full Name

k]





