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INDEPENDENT TRANSMISSION ORGANIZATION AGREEMENT

This Independent Transmission Organization Agreement (this “Agreement”) is entered into this
__™day of January, 2006, between Louisville Gas and Electric Company and Kentucky
Utilities Company, corporations organized pursuant to the laws of the Commonwealth of
Kentucky (collectively, “LG&E/KU”), and Southwest Power Pool, Inc., an entity organized
pursuant to the laws of the State of Arkansas (the “ITO”). LG&E/KU and the ITO may
sometimes be individually referred to herein as a “Party” and collectively as the “Parties.”

WHEREAS, LG&E/KU owns, among other things, an integrated electric transmission
system (“Transmission System”), over which the Midwest Independent Transmission System
Operator Inc. (“Midwest ISO”) currently provides open access transmission service to customers
in the LG&E/KU Control Area (as defined in Section 1.6 of LG&E/KU’s Open Access
Transmission Tariff, filed with the Federal Energy Regulatory Commission (“FERC”) on
October 7, 2005 (the “OATT”));

WHEREAS, as part of LG&E/KU’s proposal to withdraw its participation in the Midwest
ISO, LG&E/KU desires to provide non-discriminatory, open access transmission service
pursuant to the OATT;

WHEREAS, LG&E/KU desires to have the ITO perform certain key transmission-related
functions under the OATT as set forth herein;

WHEREAS, LG&E/KU will remain the owner of its Transmission System and will bear
the ultimate responsibility for the provision of transmission services to Eligible Customers (as
defined in the OATT), including the sole authority to amend the OATT;

WHEREAS, the ITO: (i) is a FERC-approved regional transmission organization; (ii) is
independent from LG&E/KU; (iii) possesses the necessary competence and experience to
perform the functions provided for hereunder; and (iv) is willing to perform such functions under
the terms and conditions agreed upon by the Parties as set forth in this Agreement; and

WHEREAS, as part of LG&E/KU’s goal to maintain the requisite level of independence
in the operation of its Transmission System to prevent any exercise of transmission market
power, on January _, 2006, LG&E/KU entered into a Reliability Coordinator Agreement (the
“Reliability Coordinator Agreement”) with the Tennessee Valley Authority, a NERC-certified
reliability coordinator (the “Reliability Coordinator”), pursuant to which the Reliability
Coordinator will provide to LG&E/KU certain required reliability functions, including reliability
coordination, transmission planning and regional coordination, identifying upgrades required to
maintain reliability, providing non-binding recommendations relating to economic transmission
system upgrades, and administration of any seams agreements to be entered by LG&E/KU;

NOW THEREFORE, in consideration of the mutual promises contained herein, and other
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
the Parties hereby agree as follows:
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Section 1 - Scope of Functions; Standards of Performance.

1.1 Functions. The ITO shall perform the functions described in Attachment A (the
“Functions”) during the Term in accordance with the terms and conditions of this Agreement.

1.2 Coordination with Reliability Coordinator. In conjunction with its performance
of the Functions, the ITO shall coordinate and cooperate with the Reliability Coordinator and
provide, subject to the terms and conditions of this Agreement, including the ITO’s obligations
with respect to Confidential Information in Section 10, any information that the Reliability
Coordinator may reasonably request in order to carry out its functions under the Reliability
Coordinator Agreement.

1.3 Expansion. Nothing in this Agreement is intended to prevent the ITO from
entering into other agreements with one or more third party transmission providers or operators
to perform functions for such transmission providers or operators that are the same or similar to
the Functions performed hereunder; provided, however, that the ITO does not breach any of its
obligations under this Agreement (including its obligations with respect to Confidential
Information in Section 10) by entering into or performing any of its obligations under such other
agreements; provided, further, that any such other agreements shall provide for LG&E/KU to be
reimbursed in an equitable manner for any capital expenditures made pursuant to this Agreement
as well as for LG&E/KU’s ongoing operations and maintenance expenditures to the extent such
capital expenditures and operations and maintenance expenditures are used by the ITO in
performing functions under such other agreements as determined by the ITO in its sole
discretion.

1.4  ITO Performance. The ITO shall perform its obligations (including the
Functions) under this Agreement in accordance with (a) Good Ultility Practice (as defined in the
OATT), (b) LG&E/KU’s specific requirements and operating guidelines (to the extent these are
not inconsistent with other requirements specified in this Section 1.4), (c) the OATT, and (d) all
applicable laws and the requirements of federal and state regulatory authorities.

1.5 LG&E/KU Performance. LG&E/KU shall perform its obligations under this
Agreement in accordance with Good Utility Practice and all applicable laws and the
requirements of federal and state regulatory authorities.

Section 2 - Independence.

2.1 ITO Personnel. All Functions shall be performed by employees of the ITO (the
“ITO Personnel”). A list of such ITO Personnel shall be publicly posted on the ITO’s internet
website. No ITO Personnel shall also be employed by LG&E/KU or any of its Affiliates (as
defined in 18 C.F.R. § 35.34(b)(3) of FERC’s regulations). The ITO and the ITO Personnel shall
be, and shall remain throughout the Term, Independent (as defined below) of LG&E/KU, its
Affiliates and any Tariff Participant (as defined below). For purposes of this Agreement: (a)
“Independent” shall mean that the ITO and the ITO Personnel are not subject to the control of
LG&E/KU, its Affiliates or any Tariff Participant, and have full decision-making authority to
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perform all Functions in accordance with the provisions of this Agreement. Any ITO Personnel
owning securities in LG&E/KU, its Affiliates or any Tariff Participant shall divest such
securities within six (6) months of first being assigned to perform such Functions, provided that
nothing in this Section 2.1 shall be interpreted or construed to preclude any such ITO Personnel
from indirectly owning securities issued by LG&E/KU, its Affiliates or any Tariff Participant
through a mutual fund or similar arrangement (other than a fund or arrangement specifically
targeted toward the electric industry or the electric utility industry or any segment thereof) under
which the ITO Personnel does not control the purchase or sale of such securities. Participation
by any ITO Personnel in a pension plan of LG&E/KU, its Affiliates or any Tariff Participant
shall not be deemed to be a direct financial interest if the plan is a defined-benefit plan that does
not involve the ITO Personnel’s ownership of the securities; (b) “Tariff Participant™ shall mean
LG&E/KU Transmission System customers, interconnection customers, wholesale customers,
affected transmission providers, any Market Participant (as defined in 18 C.F.R. § 35.34(a)(2) of
FERC’s regulations) and similarly qualified third parties within the LG&E/KU Control Area.

2.2 Standards of Conduct Treatment. All ITO Personnel shall be treated, for purposes
of the FERC’s Standards of Conduct, as transmission employees. All restrictions relating to
information sharing and other relationships between merchant employees and transmission
employees shall apply to the ITO Personnel.

Section 3 - Compensation, Billing and Payment.

3.1 Compensation.

(a) LG&E/KU shall pay the ITO on or before the start of each Contract Year
(as defined in Section 4.1) $3,340,000 (consisting of $390,000 for capital costs and $2,950,000
in operating costs) for performance of the Functions during the Initial Term.

(b) The ITO agrees that if at any time during the Initial Term (as defined in
Section 4.1) it provides services similar to the Functions provided for herein to another entity,
then the compensation rate in Section 3.1(a) shall be renegotiated based on the use of the ITO
systems.

(c) Compensation for Subsequent Terms (as defined in Section 4.1) shall be
based on the compensation for each Contract Year during the Initial Term and shall be
negotiated by the Parties in good faith no later than ninety (90) days prior to the beginning of the
Subsequent Term.

3.2  Compensation After Termination. If LG&E/KU terminates this Agreement
before the end of a Contract Year, then the ITO shall not be obligated to refund any amounts
paid by LG&E/KU to the ITO as compensation for services provided by the ITO under this
Agreement. If, however, the ITO terminates this Agreement before the end of a Contract Year or
LG&E/KU and the ITO mutually agree to terminate this Agreement before the end of a Contract
Year, then the ITO shall be obligated to refund to LG&E/KU an amount equal to the product of
(a) any amounts paid by LG&E/KU to the ITO as compensation for services provided by the ITO

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs. Effective On Transmission
Issued On: January 10, 2006 Owner’s Exit from the
Midwest ISO



The LG&E Companies Substitute Original Sheet No. 451
FERC Electric Tariff, First Rev. Vol. 1

under this Agreement during the Contract Year in which this Agreement is terminated and (b)
the number of whole or partial months remaining in the Contract Year divided by twelve (12).

3.3  Reimbursement of Fees. In addition to the compensation provided for in Section
3.1, LG&E/KU shall reimburse the ITO for any additional costs associated with services not
provided for in Section 1.1 which may be required by LG&E/KU.

3.4  Payments. All payments by LG&E/KU to the ITO shall be made by the FedWire
transfer method to the ITO’s account in accordance with wire instructions to be provided at a
later date, and all such payments shall be deemed received as of the date the electronic funds
transfer to the ITO’s account is deemed effective.

The ITO shall provide LG&E/KU with one or more contact persons for payment purposes and
shall update such list of contact persons as necessary.

Section 4 - Effective Date; Term; Termination; Termination Fees; Transition
Assistance Services.

4.1 Effective Date; Term. This Agreement shall become effective on the date (the
“Effective Date”) which is thirty (30) days after FERC’s acceptance of this Agreement and shall
continue for an initial term of four (4) years from the Effective Date (the “Initial Term”). Each
twelve (12) month period of the Initial Term will constitute a “Contract Year.” “Contract Year
17 shall begin on the Effective Date. Contract Years 2, 3 and 4 shall consist of the next three
successive 12-month periods after Contract Year 1.After the conclusion of the Initial Term, this
Agreement shall automatically continue for successive additional one-year terms (each, a
“Subsequent Term”) unless and until terminated pursuant to the termination provisions hereof.
The Initial Term and any Subsequent Terms, together with the Transition Assistance Period, if
any, shall collectively be referred to as the “Term.”

4.2  Mutually-Agreed Termination. Subject to Section 4.5, this Agreement may be
terminated by mutual agreement of the Parties at any time during the Term.

4.3 Termination at End of Term. Subject to Section 4.5, either Party may terminate
this Agreement at the end of the Initial Term or any Subsequent Term upon one hundred eighty
(180) days prior written notice to the other Party.

4.4 Termination for Cause.

4.4.1 Termination by Either Party. Subject to Section 4.5, either Party may
terminate this Agreement effective immediately upon prior written notice thereof to the
other Party if:

(a) Material Failure or Default. The other Party fails, in any
material respect, to comply with, observe or perform, or defaults, in any material
respect, in the performance of the terms and conditions of this Agreement, and
such failure or default remains uncured for thirty (30) days after notice thereof,

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs. Effective On Transmission
Issued On: January 10, 2006 Owner’s Exit from the
Midwest ISO



The LG&E Companies Substitute Original Sheet No. 452
FERC Electric Tariff, First Rev. Vol. 1

provided that such failure or default is susceptible to cure and the other Party is
exercising reasonable diligence to cure such failure or default;

(b) Pattern of Failure. It determines, in its reasonable
discretion, that there has been a pattern of failure by the other Party to comply
with the standards of performance required under this Agreement;

(©) Gross Negligence, Willful Misconduct or Fraud. The other
Party commits gross negligence, willful misconduct or fraud in the performance
of its obligations under this Agreement;

(d) Material Misrepresentation. Any representation made by
the other Party hereunder shall be false or incorrect in any material respect when
made and such misrepresentation is not cured within thirty (30) days of such
discovery or is incapable of cure;

(e) Bankruptcy. The other Party: (i) files a petition or
otherwise commences, authorizes or acquiesces in the commencement of a
proceeding or cause of action under any bankruptcy, insolvency, reorganization or
similar law, or has any such petition filed or commenced against it; (ii) makes an
assignment or any general arrangement for the benefit of creditors; (iii) otherwise
becomes bankrupt or insolvent (however evidenced); (iv) has a liquidator,
administrator, receiver, trustee, conservator or similar official appointed with
respect to it or any substantial portion of its property or assets; or (v) is generally
unable to pay its debts as they fall due; or

® Dissolution. The other Party dissolves or is dissolved or its
legal existence is otherwise terminated.

(2) Failure to Negotiate Amendment. The Parties are
unsuccessful in negotiating an amendment or amendments to this Agreement
pursuant to Section 17.7;

(h) Regulatory Changes/Modifications. FERC, in accepting
for filing LG&E/KU's application to FERC in Docket Nos. ER06-20-000 and
EC06-4-000 dated October 7, 2005, or in any other future docket, makes any
material changes, modifications, additions, or deletions to this Agreement; or

(1) Extended Force Majeure. A Party is excused because of
Force Majeure (as defined in Section 11) for more than thirty (30) days from
performing any of its material obligations under this Agreement.

4.4.2 Termination by LG&E/KU. Subject to Section 4.5, LG&E/KU may
terminate this Agreement effective immediately upon prior written notice thereof to the
ITO if FERC issues a final order that declares that the ITO lacks independence from
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LG&E/KU and the ITO cannot obtain independence in a reasonable manner or time
period.

4.5  FERC Approval. No termination of this Agreement shall be effective until
approved by FERC.

4.6  Return of Materials. Upon any termination of this Agreement or the conclusion
of any Transition Assistance Period pursuant to Section 4.8.1, whichever is later, the ITO shall
timely and orderly turn over to LG&E/KU all materials that were prepared or developed prior
thereto pursuant to this Agreement, and return or destroy, at the option of LG&E/KU, all Data
and other information supplied by LG&E/KU to the ITO or created by the ITO on behalf of
LG&E/KU.

4.7  Survival. All provisions of this Agreement which are by their nature or terms
intended to survive the termination of this Agreement, including the obligations set forth in
Section 7 and Section 10, shall survive termination of this Agreement.

4.8 Transition Assistance Services.

4.8.1 Transition Assistance Period. Commencing on the date this Agreement is
effectively terminated according to Section 4.5 of this Agreement and continuing for up
to one hundred eighty (180) days thereafter (the “Transition Assistance Period”), the ITO
shall (a) provide the Functions (and any replacements thereof or substitutions therefor), to
the extent LG&E/KU requests such Functions to be performed during the Transition
Assistance Period, and (b) cooperate with LG&E/KU in the transfer of the Functions
(collectively, the “Transition Assistance Services”).

4.8.2 Transition Assistance Services. The ITO shall, upon LG&E/KU’s request,
provide the Transition Assistance Services during the Transition Assistance Period at a
cost to be negotiated and mutually agreed to at that time. The quality and level of
performance of the Functions by the ITO during the Transition Assistance Period shall
not be degraded. After the expiration of the Transition Assistance Period, the ITO shall
answer questions from LG&E/KU regarding the Functions on an “as needed” basis at the
ITO’s then-standard billing rates.

4.8.3 ITO Personnel. During the Transition Assistance Period, the ITO shall not
terminate, reassign or otherwise remove any ITO Personnel without providing LG&E/KU
thirty (30) days’ prior notice of such termination, reassignment or removal unless such
employee (a) voluntarily resigns from the ITO, (b) is dismissed by the ITO for cause, or
(c) dies or is unable to work due to his or her disability.

Section 5 - Data Management.
5.1 Supply of Data. During the Term, LG&E/KU shall supply to the ITO, and/or

grant the ITO access to all Data that the ITO reasonably requires to perform the Functions. The
Parties shall agree upon the initial format and manner in which such Data shall be provided. For
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purposes of this Agreement, “Data” means all information, text, drawings, diagrams, images or
sounds which are embodied in any electronic or tangible medium and which (a) are supplied or
in respect of which access is granted to the ITO by LG&E/KU under this Agreement, which shall
be LG&E/KU’s Data, (b) are prepared, stored or transmitted by the ITO solely on behalf of
LG&E/KU, which shall be LG&E/KU’s Data; or (c) are compiled by the ITO by aggregating
Data owned by LG&E/KU and Data owned by third parties, which shall be ITO’s Data.

5.2 Property of Each Party. Each Party acknowledges that the other Party’s Data and
the other Party’s software, base data models and operating procedures for software or base data
models (“Processes”) are the property of such other Party and agrees that it will do nothing
inconsistent with such ownership, including preserving all intellectual property and/or
proprietary rights in such other Party’s Data and Processes as provided in Section 6.

5.3 Data Integrity. Each Party shall reasonably assist the other Party in establishing
measures to preserve the integrity and prevent any corruption or loss of Data, and the Parties
shall reasonably assist each other in the recovery of any corrupted or lost Data. Each Party shall
reasonably retain and preserve any of the other Party’s Essential Data that are supplied to it
during the Term. “Essential Data” means any Data that is reasonably required to perform the
Functions under this Agreement and that must be retained and preserved according to any
applicable law, regulation, reliability criteria, or Good Utility Practice. Each Party shall exercise
commercially reasonable efforts to preserve the integrity of the other Party’s Data that are
supplied to it during the Term, in order to prevent any corruption or loss of the other Party’s
Data.

54  Confidentiality. Each Party’s Data shall be treated as Confidential Information in
accordance with the provisions of Section 10.

Section 6 - Intellectual Property.

6.1 Pre-Existing Intellectual Property. Each Party shall own (and continue to own) all
trade secrets, Processes and designs and other intellectual property that it owned prior to entering
this Agreement, including any enhancements thereto (“Pre-Existing Intellectual Property”™).

Each Party acknowledges the ownership of the other Party’s Pre-Existing Intellectual Property
and agrees that it will do nothing inconsistent with such ownership. Each Party agrees that
nothing in this Agreement shall give it any right, title or interest in the other Party’s Pre-Existing
Intellectual Property, other than the rights set forth in this Agreement. The ITO’s Pre-Existing
Intellectual Property shall include the ITO Retained Rights set forth in Section 6.3. LG&E/KU’s
Pre-Existing Intellectual Property shall include LG&E/KU Retained Rights set forth in Section
6.4.

6.1.1 Exclusion. Nothing in this Agreement shall prevent either Party from
using general techniques, ideas, concepts and know-how gained by its employees during
the performance of its obligations under this Agreement in the furtherance of its normal
business, to the extent that it does not result in disclosure of the other Party’s Data or any
data generated from the other Party’s Data or other Confidential Information or an
infringement by LG&E/KU or the ITO of any intellectual property right. For the
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avoidance of doubt, the use by a Party of such general techniques, ideas, concepts and
know-how gained by its employees during the performance of its obligations under this
Agreement shall not be deemed to be an infringement of the other Party’s intellectual
property rights so long as such matters are retained in the unaided memories of such
employees and any Confidential Information is treated in accordance with the provisions
of Section 10.

6.2  Jointly-Owned Intellectual Property. Except for the Data described in Section
5.1, all deliverables, whether software or otherwise, to the extent originated and prepared by the
ITO exclusively in connection with the performance of its obligations under this Agreement shall
be, upon payment of all amounts that may be due from LG&E/KU to the ITO, jointly owned by
LG&E/KU and ITO (“Jointly-Owned Intellectual Property””). Each Party shall have the right to
use the Jointly-Owned Intellectual Property without any right or duty or accounting to the other
Party, except as provided in this Section 6.2. Upon the ITO using, transferring or licensing
Jointly-Owned Intellectual Property for or to a third party, the ITO shall reimburse LG&E/KU in
an equitable manner as determined by the Parties in good faith for the actual amounts paid by
LG&E/KU to the ITO that relate to such Jointly-Owned Intellectual Property. Except as stated
in the foregoing sentence, the ITO shall have no other obligation to account to LG&E/KU for
any such use, transfer, license, disclosure, copying, modifying or enhancing of the Jointly-
Owned Intellectual Property. Notwithstanding anything herein to the contrary, LG&E/KU may
use the Jointly-Owned Intellectual Property for its internal business purposes, including licensing
or transferring its interests therein to a third party for purposes of operating or performing
functions in connection with LG&E/KU’s transmission business.

6.3  ITO Retained Rights. The ITO shall retain all right, title and interest in its
proprietary know-how, concepts, techniques, processes, materials and information that were or
are developed entirely independently of this Agreement (“ITO Retained Rights”), whether or not
such ITO Retained Rights are embodied in a deliverable, whether software or otherwise
originated and prepared by the ITO in connection with the performance of its obligations under
this Agreement. With respect to the ITO Retained Rights embodied in any deliverable, whether
software or otherwise originated and prepared by the ITO in connection with the performance of
its obligations under this Agreement, LG&E/KU is hereby granted a nonexclusive, perpetual,
worldwide, royalty-free, fully paid-up license under such ITO Retained Rights to use such
deliverable for LG&E/KU’s internal business purposes only, including licensing or transferring
its interests therein to an Affiliate of LG&E/KU or a third party for purposes of operating or
performing functions in connection with LG&E/KU’s transmission business.

6.4  LG&E/KU Retained Rights. LG&E/KU shall retain all right, title and interest in
its proprietary know-how, concepts, techniques, processes, materials and information that were
or are developed entirely independently of this Agreement (“LG&E/KU Retained Rights™),
whether or not such LG&E/KU Retained Rights are embodied in a deliverable, whether software
or otherwise originated and prepared by LG&E/KU in connection with the performance of its
obligations under this Agreement. With respect to LG&E/KU Retained Rights embodied in any
software or otherwise originated and prepared by LG&E/KU in connection with the performance
of its obligations under this Agreement, the ITO is hereby granted a nonexclusive, worldwide,
royalty-free, fully paid-up license under such LG&E/KU Retained Rights to use such deliverable
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for the ITO’s performance of its obligations under this Agreement only; provided that
LG&E/KU shall not be liable in any way for the use of or reliance on such ITO Retained Rights
by the ITO’s Affiliate or third party for any purpose whatsoever.

6.5 ITO Non-Infringement; Indemnification. The ITO warrants to LG&E/KU that, to
its knowledge, all ITO’s Data and Processes, ITO Pre-Existing Intellectual Property, ITO
Retained Rights, and deliverables prepared, produced or first developed by the ITO in
connection with the performance of its obligations under this Agreement shall not infringe on
any third party patent, copyright, trade secret or other third party proprietary rights. The ITO
shall defend, hold harmless and indemnify LG&E/KU and its Affiliates and their respective
employees, officers, directors, principals, owners, partners, shareholders, agents, representatives,
consultants and subcontractors (collectively, “LG&E/KU Representatives”) from and against all
claims, lawsuits, penalties, awards, judgments, court arbitration costs, attorneys’ fees, and other
reasonable out-of-pocket costs incurred in connection with such claims or lawsuits based upon
the actual or alleged infringement of any of the foregoing rights; provided that LG&E/KU gives
prompt written notice of any such claim or action to the ITO, permits the ITO to control the
defense of any such claim or action with counsel of its choice, and cooperates with the ITO in
the defense thereof; and further provided that such claim or action is not based on any alteration,
modification or combination of the deliverable with any item, information or process not
provided by the ITO, where there would be no infringement in the absence of such alteration,
modification or combination. If any infringement action results in a final injunction against
LG&E/KU or the LG&E/KU Representatives with respect to ITO’s Data and Processes, ITO
Pre-Existing Intellectual Property, ITO Retained Rights or deliverables prepared, produced or
first developed by the ITO in connection with the performance of its obligations under this
Agreement or in the event the use of such matters or any part thereof, is, in such lawsuit, held to
constitute infringement, the ITO agrees that it shall, at its option and sole expense, either (a)
procure for LG&E/KU or the LG&E/KU Representatives the right to continue using the
infringing matter, or (b) replace the infringing matter with non-infringing items of equivalent
functionality or modify the same so that it becomes non-infringing and retains its full
functionality. If the ITO is unable to accomplish (a) or (b) above, the ITO shall reimburse
LG&E/KU for all costs and fees paid by LG&E/KU to the ITO for the infringing matter. The
above constitutes the ITO’s complete liability for claims of infringement relating to any of the
ITO’s Data and Processes, ITO Pre-Existing Intellectual Property, ITO Retained Rights and
deliverables prepared, produced or first developed by the ITO in connection with the
performance of its obligations under this Agreement.

6.6 LG&E/KU Non-Infringement; Indemnification. LG&E/KU warrants to the ITO
that, to its knowledge, all LG&E/KU’s Data (except for Data created by the ITO on behalf of
LG&E/KU) and Processes, LG&E/KU Pre-Existing Intellectual Property, and LG&E/KU
Retained Rights shall not infringe on any third party patent, copyright, trade secret or other third
party proprietary rights. LG&E/KU shall defend, hold harmless and indemnify the ITO and its
Affiliates and their respective employees, officers, directors, principals, owners, partners,
shareholders, agents, representatives, consultants and subcontractors against all claims, lawsuits,
penalties, awards, judgments, court costs, and arbitration costs, attorneys’ fees, and other
reasonable out-of-pocket costs incurred in connection with such claims or lawsuits based upon
the actual or alleged infringement of any of the foregoing rights; provided that the ITO gives
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prompt written notice of any such claim or action to LG&E/KU, permits LG&E/KU to control
the defense of any such claim or action with counsel of its choice, and cooperates with
LG&E/KU in the defense thereof; and further provided that such claim or action is not based on
any alteration, modification or combination of the deliverable with any item, information or
process not provided by LG&E/KU to the ITO, where there would be no infringement in the
absence of such alteration, modification or combination. The above constitutes LG&E/KU’s
complete liability for claims of infringement relating to any of the LG&E/KU’s Data and
Processes, LG&E/KU Pre-Existing Intellectual Property and LG&E/KU Retained Rights.

Section 7 - Indemnification.

7.1 LG&E/KU Indemnification. LG&E/KU shall indemnify, release, defend,
reimburse and hold harmless the ITO and its directors, officers, employees, principals,
representatives and agents (collectively, the “ITO Indemnified Parties”) from and against any
and all claims (including claims of bodily injury or death of any person or damage to real and/or
tangible personal property), demands, liabilities, losses, causes of action, awards, fines, penalties,
litigation, administrative proceedings and investigations, costs and expenses, and attorney fees
(each, an “Indemnifiable L.oss™) asserted against or incurred by any of the ITO Indemnified
Parties arising out of, resulting from or based upon the ITO performing its obligations pursuant
to this Agreement, provided, however, that in no event shall LG&E/KU be obligated to
indemnify, release, defend, reimburse or hold harmless the ITO Indemnified Parties from and
against any Indemnified Loss which is caused by the gross negligence or willful misconduct of
an ITO Indemnified Party.

7.2 ITO Indemnification. The ITO shall indemnify, release, defend, reimburse and
hold harmless LG&E/KU and its directors, officers, employees, principals, representatives and
agents (collectively, the “LG&E/KU Indemnified Parties) from and against any and all
Indemnifiable Losses asserted against or incurred by any of the LG&E/KU Indemnified Parties
arising out of, resulting from or based upon the gross negligence or willful misconduct of an ITO
Indemnified Party.

7.3 No Consequential Damages. Neither Party shall be liable to the other Party under
this Agreement (by way of indemnification, damages or otherwise) for any indirect, incidental,
exemplary, punitive, special or consequential damages, except in the case of its gross negligence
or willful misconduct.

7.4  Cooperation Regarding Claims. If an Indemnified Party (which for purposes of
this Section 7.4 shall mean an ITO Indemnified Party and a LG&E/KU Indemnified Party)
receives notice or has knowledge of any Indemnifiable Loss that may result in a claim for
indemnification by such Indemnified Party against an Indemnifying Party (which for purposes of
this Section 7.4 shall mean LG&E/KU or the ITO) pursuant to this Section 7, such Indemnified
Party shall as promptly as possible give the Indemnifying Party notice of such Indemnifiable
Loss, including a reasonably detailed description of the facts and circumstances relating to such
Indemnifiable Loss, a complete copy of all notices, pleadings and other papers related thereto,
and in reasonable detail the basis for its claim for indemnification with respect thereto. Failure
to promptly give such notice or to provide such information and documents shall not relieve the
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Indemnifying Party from the obligation hereunder to respond to or defend the Indemnified Party
against such Indemnifiable Loss unless such failure shall materially diminish the ability of the
Indemnifying Party to respond to or to defend the Indemnified Party against such Indemnifiable
Loss. The Indemnifying Party, upon its acknowledgment in writing of its obligation to
indemnify the Indemnified Party in accordance with this Section 7 and subject to Section 7.5,
shall be entitled to assume the defense or to represent the interest of the Indemnified Party with
respect to such Indemnifiable Loss, which shall include the right to select and direct legal
counsel and other consultants, appear in proceedings on behalf of such Indemnified Party and to
propose, accept or reject offers of settlement, all at its sole cost. If and to the extent that any
such settlement is reasonably likely to involve injunctive, equitable or prospective relief or
materially and adversely affect the Indemnified Party’s business or operations other than as a
result of money damages or other money payments, then such settlement will be subject to the
reasonable approval of the Indemnified Party. Nothing herein shall prevent an Indemnified Party
from retaining its own legal counsel and other consultants and participating in its own defense at
its own cost and expense.

7.5 Stakeholders Management Meetings. Within five (5) days after the ITO provides
notice to LG&E/KU of an Indemnifiable Loss (which, for purposes of this Section 7.5, shall not
include Indemnifiable Losses solely involving monetary damages) pursuant to Section 7.4, the
ITO shall hold a meeting (“Stakeholders Management Meeting”) with all interested stakeholders
(including LG&E/KU) to discuss and solicit input and recommendations from all interested
stakeholders on how the ITO should respond to the Indemnifiable Loss. The ITO may consider
but shall not be obligated to adopt or follow the recommendations of the interested stakeholders.

Section 8 - Contract Managers; Dispute Resolution.

8.1 LG&E/KU Contract Manager. LG&E/KU shall appoint an individual (the
“LG&E/KU Contract Manager”) who shall serve as the primary LG&E/KU representative under
this Agreement. The LG&E/KU Contract Manager shall (a) have overall responsibility for
managing and coordinating the performance of LG&E/KU’s obligations under this Agreement,
and (b) be authorized to act for and on behalf of LG&E/KU with respect to all matters relating to
this Agreement. Notwithstanding the foregoing, the LG&E/KU Contract Manager may, upon
notice to the ITO, delegate such of his or her responsibilities to other LG&E/KU employees, as
the LG&E/KU Contract Manager deems appropriate.

8.2  ITO Contract Manager. The ITO shall appoint, among the ITO Personnel, an
individual (the “ITO Contract Manager”) who shall serve as the primary ITO representative
under this Agreement. The ITO Contract Manager shall (a) have overall responsibility for
managing and coordinating the performance of ITO obligations under this Agreement, and (b) be
authorized to act for and on behalf of the ITO with respect to all matters relating to this
Agreement. Notwithstanding the foregoing, the ITO Contract Manager may, upon notice to
LG&E/KU, delegate such of his or her responsibilities to other ITO Personnel, as the ITO
Contract Manager deems appropriate.

8.3  Resolution of Disputes. Any dispute, claim or controversy between the Parties
arising out of or relating to this Agreement (each, a “Dispute”) shall be resolved in accordance
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with the procedures set forth in this Section 8.3; provided, however, that this Section 8.3 shall
not apply to Disputes arising from or relating to (a) confidentiality or intellectual property rights,
in which case either Party shall be free to seek available legal or equitable remedies, or (b)
alleged violations of the OATT, in which case either Party shall be free to bring the Dispute to
FERC.

8.3.1 Notice of Dispute. Each Party shall provide written notice to the other
party of any Dispute, including a description of the nature of the Dispute.

8.3.2 Dispute Resolution by Contract Managers. Any Dispute shall first be
referred to the LG&E/KU Contract Manager and the ITO Contract Manager, who shall
negotiate in good faith to resolve the Dispute.

8.3.3 Dispute Resolution by Executive Management Representatives. If the
Dispute is not resolved within fifteen (15) days of being referred to the LG&E/KU
Contract Manager and the ITO Contract Manager pursuant to Section 8.3.2, then each
Party shall have five (5) days to appoint an executive management representative who
shall negotiate in good faith to resolve the Dispute.

8.3.4 Dispute Resolution by Mediation. If the Parties’ executive management
representatives are unable to resolve the Dispute within thirty (30) days of their
appointment, the Parties shall proceed in good faith to submit the matter to a mediator
mutually acceptable to the Parties. The Parties will share equally in the cost of such
mediation, which will be conducted in accordance with the Commercial Mediation Rules
of the American Arbitration Association and any applicable FERC regulations.

8.3.5 Exercise of Remedies at Law or in Equity. If the Parties are unable to
resolve the Dispute within thirty (30) days after the appointment of a mediator pursuant
to Section 8.3.4, then each Party shall be free to pursue any remedies available to it and to
take any action in law or equity that it believes necessary or convenient in order to
enforce its rights or cause to be fulfilled any of the obligations or agreements of the other
Party.

8.4  Rights Under FPA Unaffected. Nothing in this Agreement is intended to limit or
abridge any rights that LG&E/KU may have to file or make application before FERC under
Section 205 of the Federal Power Act to revise any rates, terms or conditions of the OATT.

8.5 Statute of Limitations; Continued Performance. The Parties agree to waive the
applicable statute of limitations during the period of time that the Parties are seeking to resolve a
Dispute pursuant to Section 8.3, and the statute of limitations shall be tolled for such period. The
Parties shall continue to perform their obligations under this Agreement during the resolution of
a Dispute.
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Section 9 - Insurance.

9.1 Requirements. The ITO shall provide and maintain during the Term insurance
coverage in the form and with minimum limits of liability as specified below, unless otherwise
agreed to by the Parties.

9.1.1 Worker’s compensation insurance with statutory limits, and employer’s
liability insurance with limits of not less than $1,000,000.

9.1.2 Commercial general liability or equivalent insurance with a combined
single limit of not less than $1,000,000 per occurrence. Such insurance shall include
products/completed operations liability, owners protective, blanket contractual liability,
personal injury liability and broad form property damage.

9.1.3 Comprehensive automobile liability insurance with a combined single
limit of not less than $1,000,000 per occurrence. Such insurance shall include coverage
for owned, hired and non-owned automobiles, and contractual liability.

9.1.4 Errors & Omissions Insurance in the amount of $5,000,000.

9.2  Insurance Matters. All insurance coverages required pursuant to Section 9.1 shall
(a) be provided by insurance companies that have a Best Rating of A or higher, (b) provide that
LG&E/KU is an additional insured (other than the workers’ compensation insurance), (c)
provide that LG&E/KU will receive at least thirty (30) days written notice from the ITO prior to
the cancellation or termination of or any material change in any such insurance coverages, and
(d) include waivers of any right of subrogation of the insurers thereunder against LG&E/KU.
Certificates of insurance evidencing that the insurance required by Section 9.1 is in force shall be
delivered by the ITO to LG&E/KU prior to the Effective Date.

9.3  Compliance. The ITO shall not commence performance of any Functions until all
of the insurance required pursuant to Section 9.1 is in force, and the necessary documents have
been received by LG&E/KU pursuant to Section 9.2. Compliance with the insurance provisions
in Section 9 is expressly made a condition precedent to the obligation of LG&E/KU to make
payment for any Functions performed by the ITO under this Agreement. The minimum
insurance requirements set forth above shall not vary, limit or waive the ITO’s legal or
contractual responsibilities or liabilities under this Agreement.

Section 10 - Confidentiality.

10.1  Definition of Confidential Information. For purposes of this Agreement,
“Confidential Information” shall mean, in respect of each Party, all information and
documentation of such Party, whether disclosed to or accessed by the other Party in connection
with this Agreement; provided, however, that the term “Confidential information” shall not
include information that: (a) is independently developed by the recipient, as demonstrated by the
recipient’s written records, without violating the disclosing Party’s proprietary rights; (b) is or
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becomes publicly known (other than through unauthorized disclosure); (c) is disclosed by the
owner of such information to a third party free of any obligation of confidentiality; (d) is already
known by the recipient at the time of disclosure, as demonstrated by the recipient’s written
records, and the recipient has no obligation of confidentiality other than pursuant to this
Agreement or any confidentiality agreements between the Parties entered into before the
Effective Date; or (e) is rightfully received by a Party free of any obligation of confidentiality.

10.2  Protection of Confidential Information. All Confidential Information shall be
held in confidence by the recipient to the same extent and in at least the same manner as the
recipient protects its own confidential information, and such Confidential Information shall be
used only for purposes of performing obligations under this Agreement. Neither Party shall
disclose, publish, release, transfer or otherwise make available Confidential Information of, or
obtained from, the other Party in any form to, or for the use or benefit of, any person or entity
without the disclosing Party’s prior written consent. Each Party shall be permitted to disclose
relevant aspects of the other Party’s Confidential Information to its officers, directors, agents,
professional advisors, contractors, subcontractors and employees and to the officers, directors,
agents, professional advisors, contractors, subcontractors and employees of its Affiliates, to the
extent that such disclosure is reasonably necessary for the performance of its duties and
obligations or the determination, preservation or exercise of its rights and remedies under this
Agreement; provided, however, that the recipient shall take all reasonable measures to ensure
that Confidential Information of the disclosing Party is not disclosed or duplicated in
contravention of the provisions of this Agreement by such officers, directors, agents,
professional advisors, contractors, subcontractors and employees. The obligations in this
Section 10 shall not restrict any disclosure pursuant to any local, state or federal governmental
agency or authority if such release is necessary to comply with valid laws, governmental
regulations or final orders of regulatory bodies or courts; provided that the recipient shall give
prompt notice to the disclosing Party in reasonable time to exercise whatever legal rights the
disclosing Party may have to prevent or limit such disclosure. Further, the recipient shall
cooperate with the disclosing Party in preventing or limiting such disclosure.

Section 11 - Force Majeure.

11.1  Neither Party shall be liable to the other Party for any failure or delay of
performance hereunder due to causes beyond such Party’s reasonable control, which by the
exercise of reasonable due diligence such Party is unable, in whole or in part, to prevent or
overcome (a “Force Majeure”), including acts of God, act of the public enemy, fire, explosion,
vandalism, cable cut, storm or other catastrophes, weather impediments, national emergency,
insurrections, riots, wars or any law, order, regulation, direction, action or request of any
government or authority or instrumentality thereof. Neither Party shall be considered in default
as to any obligation under this Agreement if prevented from fulfilling the obligation due to an
event of Force Majeure, except for the obligation to pay any amount when due, provided that the
affected Party:

11.1.1 gives notice to the other Party of the event or circumstance giving rise to
the event of Force Majeure;
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11.1.2 affords the other Party reasonable access to information about the event or
circumstances giving rise to the event of Force Majeure;

11.1.3 takes commercially reasonable steps to restore its ability to perform its
obligations hereunder as soon as reasonably practicable, provided that the affected Party
shall not be obligated to take any steps that are not otherwise in accordance with Good
Utility Practice; and

11.1.4 exercises commercially reasonable efforts to perform its obligations
hereunder.

Section 12 - Reporting; Audit.

12.1 Reporting. The ITO shall make regular reports to FERC and LG&E/KU’s retail
regulators as may be required by applicable law and regulations or as may be requested by such
authorities.

12.2  Books and Records. The ITO shall maintain full and accurate books and records
pertinent to this Agreement, and the ITO shall maintain such books and records for three (3)
years following the expiration or early termination of this Agreement or longer if necessary to
resolve a pending Dispute. LG&E/KU will have the right, at reasonable times and under
reasonable conditions, to inspect and audit, or have an independent third party inspect and audit,
the ITO’s operations and books to (a) ensure compliance with this Agreement, (b) verify any cost
claims or other amounts due hereunder, and (c) validate the ITO’s internal controls with respect
to the performance of the Functions. The ITO shall maintain an audit trail, including all original
transaction records, of all financial and non-financial transactions resulting from or arising in
connection with this Agreement as may be necessary to enable LG&E/KU or the independent
third party, as applicable, to perform the foregoing activities. LG&E/KU shall be responsible for
any costs and expenses incurred in connection with any such inspection or audit, unless such
inspection or audit discovers that LG&E/KU was charged inappropriate or incorrect costs and
expenses, in which case, the ITO shall be responsible for a percentage of the costs and expenses
incurred in connection with such inspection or audit equal to the percentage variance by which
LG&E/KU was charged inappropriate or incorrect costs and expenses. The ITO shall provide
reasonable assistance necessary to enable LG&E/KU or an independent third party, as
applicable, and shall not be entitled to charge LG&E/KU for any such assistance. Amounts
incorrectly or inappropriately invoiced by the ITO to LG&E/KU, whether discovered prior to or
subsequent to payment by LG&E/KU, shall be adjusted or reimbursed to LG&E/KU by the ITO
within twenty (20) days of notification by LG&E/KU to the ITO of the error in the invoice.

12.3  Regulatory Compliance. The ITO shall comply with all requests by LG&E/KU to
the extent considered reasonably necessary by LG&E/KU to comply with the Sarbanes-Oxley
Act or other regulatory requirements. Inasmuch as Southwest Power Pool, Inc. (“SPP”), in its
role as a Regional Transmission Organization, currently performs an audit of its controls with
regard to the Sarbanes-Oxley Act, no additional audit will be necessary to satisfy the
requirements of the Sarbanes-Oxley Act. SPP, in its function as the ITO, will include all ITO
processes and procedures in its current audit. However, it is noted that the audit performed by
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SPP is currently based on procedures and processes found in the SPP Open Access Transmission
Tariff. If an additional audit or material changes to the current audit are requested, then the ITO
will perform such additional audit or include such material changes under a separate contractual
arrangement with LG&E/KU. In addition, the ITO expressly agrees that prior to or at the time of
any significant or material change to any internal process or financial control of the ITO that
would or might impact the Functions performed for or on behalf of LG&E/KU or that would, or
might, have a significant or material effect on such process’s mitigation of risk or upon the
integrity of LG&E/KU’s financial reporting or disclosures, it shall notify LG&E/KU and provide
full details of the change so as to enable LG&E/KU to review the change and evaluate its impact
on its internal controls and financial reporting. LG&E/KU shall have the right to provide all
such reports, opinions and certifications which are produced during the SPP audit and delivered
hereunder to LG&E/KU’s attorneys, accountants and other advisors, who shall be entitled to rely
thereon.

Section 13 - Independent Contractor.

The ITO shall be and remain during the Term an independent contractor with respect to
LG&E/KU, and nothing contained in this Agreement shall be (a) construed as inconsistent with
that status, or (b) deemed or construed to create the relationship of principal and agent or
employer and employee, between the ITO and LG&E/KU or to make either the ITO or
LG&E/KU partners, joint ventures, principals, fiduciaries, agents or employees of the other Party
for any purpose. Neither Party shall represent itself to be an agent, partner or representative of
the other Party. Neither Party shall commit or bind, nor be authorized to commit or bind, the
other Party in any manner, without such other Party’s prior written consent. Personnel
employed, provided or used by any Party in connection herewith will not be employees of the
other Party in any respect. Each Party shall have full responsibility for the actions or omissions
of its employees and shall be responsible for their supervision, direction and control.

Section 14 - Taxes.

Each Party shall be responsible for the payment of its own taxes, including taxes based on
its net income, employment taxes of its employees, taxes on any property it owns or leases, and
sales, use, gross receipts, excise, value-added or other transaction taxes.

Section 15 - Notices.

15.1 Notices. All notices, requests, consents and other communications hereunder
shall be in writing, signed by the Party giving such notice or communication, and shall be hand-
delivered or sent by certified mail, postage prepaid, return receipt requested, by nationally
recognized courier, to the other Party at the address set forth below, and shall be deemed given
upon the earlier of the date delivered or the date delivery is refused.
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If to LG&E/KU:

Louisville Gas and Electric Company
Mark Johnson
119 North 3" Street
Louisville, Kentucky 40202
Facsimile: (502) 627-4716

And

Kentucky Utilities Company
Mark Johnson

119 North 3" Street
Louisville, Kentucky 40202
Facsimile: (502) 627-4716

If to the ITO:

Southwest Power Pool, Inc.

Mr. Bruce Rew

Executive Director, Contract Services
415 N. McKinley, Suite 140

Little Rock, Arkansas 72205
Facsimile: (501) 664-9553

15.2 Changes. Either Party may, from time to time, change the names, addresses,
facsimile numbers or other notice information set out in Section 15.1 by notice to the other Party
in accordance with the requirements of Section 15.1.

Section 16 - ITO Personnel; Work Conditions.

16.1 ITO Personnel. All ITO Personnel shall be properly certified and licensed, if
required by law or regulation, and be qualified and competent to perform the Functions.

16.2  Conduct of ITO Personnel and Reporting. The ITO agrees to require that the ITO
Personnel comply with the ITO’s employee code of conduct, a current copy of which has been
provided to LG&E/KU. The ITO may amend its employee code of conduct at any time,
provided that the ITO shall promptly provide the LG&E/KU Contract Manager with a copy of
the amended employee code of conduct. If any ITO Personnel commits fraud or engages in
material violation of the ITO’s employee code of conduct, the ITO shall promptly notify
LG&E/KU as provided above and promptly remove any such ITO Personnel from the
performance of the Functions.

16.3  Personnel Screening. The ITO shall be responsible for conducting, in accordance
with applicable law (including the Fair Credit Reporting Act, The Fair and Accurate Credit
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Transactions Act, and Title VII of the Civil Rights Act of 1964), adequate pre-deployment
screening of the ITO Personnel prior to commencing performance of the Functions. By
deploying ITO Personnel under this Agreement, the ITO represents that it has completed the
Screening Measures (as defined below) with respect to such ITO Personnel. To the extent
permitted by applicable law, the term “Screening Measures” shall include, at a minimum, a
background check including: (a) a Terrorist Watch Database Search; (b) a Social Security
Number trace; (c) motor vehicle license check; and (d) a criminal history check, including, a
criminal record check for each county/city and state/country in the employee’s residence history
for the maximum number of years permitted by law, up to seven (7) years. Unless prohibited by
law, if, prior to or after assigning a ITO Personnel to perform the Functions, the ITO learns of
any information that the ITO considers would adversely affect such ITO Personnel’s suitability
for the performance of the Functions (including based on information discovered from the
Screening Measures), the ITO shall not assign the ITO Personnel to the Functions or, if already
assigned, promptly remove such ITO Personnel from performing the Functions and immediately
notify LG&E/KU of such action.

16.4  Security. Each Party shall have the option of barring from that Party’s property
any LG&E/KU or ITO Personnel whom the Party determines is not suitable in accordance with
the applicable laws pursuant to Sections 16.1 through 16.3.

Section 17 - Miscellaneous Provisions.
17.1  Governing Law. This Agreement and the rights and obligations of the Parties

hereunder shall be governed by and construed in accordance with the laws of Kentucky, without
giving effect to its conflicts of law rules.

17.2  Consent to Jurisdiction. All Disputes by any Party in connection with or relating
to this Agreement or any matters described or contemplated in this Agreement shall be instituted
in the courts of the Commonwealth of Kentucky or of the United States sitting in the
Commonwealth of Kentucky. Each Party irrevocably submits, for itself and its properties, to the
exclusive jurisdiction of the courts of the Commonwealth of Kentucky and of the United States
sitting in the Commonwealth of Kentucky in connection with any such Dispute. Each Party
irrevocably and unconditionally waives any objection or defense that it may have based on
improper venue or forum non conveniens to the conduct of any proceeding in any such courts.
This provision does not adversely affect FERC’s jurisdiction of this Agreement.

17.3 Amendment. This Agreement shall not be varied or amended unless such
variation or amendment is agreed to by the Parties in writing and accepted by FERC. The Parties
explicitly agree that neither Party shall unilaterally petition to FERC pursuant to the provisions
of Sections 205 or 206 of the Federal Power Act to amend this Agreement or to request that
FERC initiate its own proceeding to amend this Agreement.

17.4  Assignment. Any assignment of this Agreement or any interest herein or
delegation of all or any portion of a Party’s obligations, by operation of law or otherwise, by
either Party without the other Party’s prior written consent shall be void and of no effect;
provided, however, that the ITO’s consent will not be required for LG&E/KU to assign this
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Agreement to (a) an affiliate or (b) a successor entity that acquires all or substantially all of
LG&E/KU’s Transmission System whether by merger, consolidation, reorganization, sale, spin-
off or foreclosure; provided, further, that such successor entity (a) agrees to assume all of
LG&E/KU’s obligations hereunder from and after the date of such assignment and (b) has the
legal authority and operational ability to satisfy the obligations under this Agreement. As a
condition to the effectiveness of such assignment (i) LG&E/KU shall promptly notify the ITO of
such assignment, (ii) the successor entity shall provide a confirmation to the ITO of its
assumption of LG&E/KU’s obligations hereunder, and (iii) LG&E/KU shall promptly reimburse
the ITO, upon receipt of an invoice from the ITO, for any one-time incremental costs reasonably
incurred by the ITO as a result of such assignment. For the avoidance of doubt, nothing herein
shall preclude LG&E/KU from transferring any or all of its transmission facilities to another
entity or disposing of or acquiring any other transmission assets.

17.5 No Third Party Beneficiaries. Except as otherwise expressly provided in this
Agreement, this Agreement is made solely for the benefit of the Parties and their successors and
permitted assigns and no other person shall have any rights, interest or claims hereunder or
otherwise be entitled to any benefits under or on account of this Agreement as third party
beneficiary or otherwise.

17.6  Waivers. No waiver of any provision of this Agreement shall be effective unless
it is signed by the Party against which it is sought to be enforced. The delay or failure by either
Party to exercise or enforce any of its rights under this Agreement shall not constitute or be
deemed a waiver of that Party’s right thereafter to enforce those rights, nor shall any single or
partial exercise of any such right preclude any other or further exercise thereof or the exercise of
any other right.

17.7  Severability; Renegotiation. The invalidity or unenforceability of any portion or
provision of this Agreement shall in no way affect the validity or enforceability of any other
portion or provision herein. If any provision of this Agreement is found to be invalid, illegal or
otherwise unenforceable, the same shall not affect the other provisions hereof or the whole of
this Agreement and shall not render invalid, illegal or unenforceable this Agreement or any of
the remaining provisions of this Agreement. If any provision of this Agreement or the
application thereof to any person, entity or circumstance, is held by a court or regulatory
authority of competent jurisdiction to be invalid, void or unenforceable, or if a modification or
condition to this Agreement is imposed by such court or regulatory authority, the Parties shall in
good faith negotiate such amendment or amendments to this Agreement as will restore the
relative benefits and obligation of the Parties immediately prior to such holding, modification or
condition.

17.8 Representations and Warranties. Each Party represents and warrants to the other
Party as of the date hereof as follows:

17.8.1 Organization. It is duly organized, validly existing and in good standing
under the laws of the State in which it was organized, and has all the requisite power and
authority to own and operate its material assets and properties and to carry on its business
as now being conducted and as proposed to be conducted under this Agreement.
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17.8.2 Authority. It has the requisite power and authority to execute and deliver
this Agreement and, subject to the procurement of applicable regulatory approvals, to
perform its obligations under this Agreement. The execution and delivery of this
Agreement by it and the performance of its obligations under this Agreement have been
duly authorized by all necessary corporate action required on its part.

17.8.3 Binding Effect. Assuming the due authorization, execution and delivery
of this Agreement by the other Party, this Agreement constitutes its legal, valid and
binding obligation enforceable against it in accordance with its terms, except as the same
may be limited by bankruptcy, insolvency or other similar applicable laws affecting
creditors’ rights generally, and by general principles of equity regardless of whether such
principles are considered in a proceeding at law or in equity.

17.8.4 Regulatory Approval. It has obtained or will obtain by the Effective Date,
any and all approvals of, and acceptances for filing by, and has given or will give any
notices to, any applicable federal or state authority, including FERC, that are required for
it to execute, deliver, and perform its obligations under this Agreement.

17.8.5 No Litigation. There are no actions at law, suits in equity, proceedings, or
claims pending or, to its knowledge, threatened against it before or by any federal, state,
foreign or local court, tribunal, or governmental agency or authority that might materially
delay, prevent, or hinder the performance by such entity of its obligations hereunder.

17.8.6 No Violation or Breach. The execution, delivery and performance by it of
its obligations under this Agreement do not and shall not: (a) violate its organizational
documents; (b) violate any applicable law, statute, order, rule, regulation or judgment
promulgated or entered by any applicable federal or state authority, which violation could
reasonably be expected to materially adversely affect the performance of its obligations
under this Agreement; or (c) result in a breach of or constitute a default of any material
agreement to which it is a party.

17.9  Further Assurances. Each Party agrees that it shall execute and deliver such
further instruments, provide all information, and take or forbear such further acts and things as
may be reasonably required or useful to carry out the purpose of this Agreement and are not
inconsistent with the provisions of this Agreement.

17.10 Entire Agreement. This Agreement and the Attachments hereto set forth the
entire agreement between the Parties with respect to the subject matter hereof, and supersede all
prior agreements, whether oral or written, related to the subject matter of this Agreement. The
terms of this Agreement and the Attachments hereto are controlling, and no parole or extrinsic
evidence, including to prior drafts and drafts exchanged with any third parties, shall be used to
vary, contradict or interpret the express terms, and conditions of this Agreement.

17.11 Good Faith Efforts. Each Party agrees that it shall in good faith take all
reasonable actions necessary to permit it and the other Party to fulfill their obligations under this
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Agreement. Where the consent, agreement or approval of any Party must be obtained hereunder,
such consent, agreement or approval shall not be unreasonably withheld, delayed or conditioned.
Where a Party is required or permitted to act, or omit to act, based on its opinion or judgment,
such opinion or judgment shall not be unreasonably exercised. To the extent that the jurisdiction
of any federal or state authority applies to any part of this Agreement or the transactions or
actions covered by this Agreement, each Party shall cooperate with the other Party to secure any
necessary or desirable approval or acceptance of such authorities of such part of this Agreement
or such transactions or actions.

17.12 Time of the Essence. With respect to all duties, obligations and rights of the
Parties, time shall be of the essence in this Agreement.

17.13 Interpretation. Unless the context of this Agreement otherwise clearly requires:

17.13.1 all defined terms in the singular shall have the same meaning when used
in the plural and vice versa;

17.13.2 the terms “hereof,” “herein,” “hereto” and similar words refer to this
entire Agreement and not to any particular Section, Attachment or any other subdivision
of this Agreement;

17.13.3 references to “Section” or “Attachment” refer to this Agreement, unless
specified otherwise;

17.13.4 references to any law, statute, rule, regulation, notification or statutory
provision shall be construed as a reference to the same as it applies to this Agreement and
may have been, or may from time to time be, amended, modified or re-enacted;

17.13.5 references to “includes,” “including” and similar phrases shall mean
“including, without limitation;”

17.13.6 the captions, section numbers and headings in this Agreement are
included for convenience of reference only and shall not in any way affect the meaning or
interpretation of this Agreement;

17.13.7 “or” may not be mutually exclusive, and can be construed to mean
“and” where the context requires there to be a multiple rather than an alternative
obligation; and

17.13.8 references to a particular entity include such entity’s successors and
assigns to the extent not prohibited by this Agreement.

17.14 Joint Effort. Preparation of this Agreement has been a joint effort of the Parties
and the resulting document shall not be construed more severely against one of the Parties than
against the other and no provision in this Agreement is to be interpreted for or against any Party
because that Party or its counsel drafted such provision. Each Party acknowledges that in
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executing this Agreement its has relied solely on its own judgment, belief and knowledge, and
such advice as it may have received from its own counsel, and it has not been influenced by any
representation or statement made by the other Party or its counsel not contained in this
Agreement.

17.15 Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be deemed to be an original, but all of which together shall constitute one
and the same instrument, binding upon LG&E/KU and the ITO, notwithstanding that LG&E/KU
and the ITO may not have executed the same counterpart.
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The Parties have caused this Independent Transmission Qrganization Agreement to be
executed by their duly authorized representatives as of the dates shown below.

LOU AS AND ELECTRIC COMPANY

Namb: Maps ! 1080
Titlé: ﬁ;gmzﬂ«?  THRANSHLSSDN
Date; /- 5 g

KENTT,CKY ITIES COMPANY

Namé: A740k1 TBr i/
Titld: DgecTOR | 7RANSILSS DN
R POOL, INC.
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ATTACHMENT A
TO THE INDEPENDENT TRANSMISSION ORGANIZATION AGREEMENT
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DESCRIPTION OF THE FUNCTIONS

Legend:

Lead Responsibility - L
Review and Approval - A
Coordination - C

LG&E

RC/TVA

ITO

RC/TVA
Coordination
With Other
TOs/RCs/RRCs

Function — Operating Reliability (1 day to 13 months)

Tasks

1. Enforce operational reliability requirements

2. Monitor all reliability-related parameters within the
Reliability Authority Area, including generation dispatch and
transmission maintenance plans

3. Direct revisions to transmission maintenance plans as
required and as permitted by agreements

Yes

4. Request revisions to generation maintenance plans as
required and as permitted by agreements

Yes

5. Develop Interconnection Reliability Operating Limits
(to protect from instability and cascading outages).

6. Perform reliability analysis (actual and contingency) for
the Reliability Authority Area

Yes

7. Assist in determining Interconnected Operations
Services requirements for balancing generation and load, and
transmission reliability (e.g., reactive requirements, location
of operating reserves).

8. Identify, communicate, and direct actions to relieve
reliability threats and limit violations in the Reliability
Authority Area

Yes

9. Direct implementation of emergency procedures

Yes

10. Direct and coordinate System Restoration

Yes

Function — Planning Reliability

Tasks

1. Develop and maintain transmission and resource
(demand and capacity) system models to evaluate
transmission system performance and resource adequacy.

Yes
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2. Maintain and apply methodologies and tools for the
analysis and simulation of the transmission systems in the
assessment and development of transmission expansion
plans and the analysis and development of resource
adequacy plans.
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3. Define and collect or develop information required for
planning purposes, including:

a. Transmission facility characteristics and ratings,

Yes

b. Demand and energy end-use customer forecasts,
capacity resources, and demand response programs,

Yes

c. Generator unit performance characteristics and
capabilities, and

Yes

d. Long-term capacity purchases and sales.

4. Evaluate plans for customer requests for transmission
service.

a. Evaluate responses to long-term (generally one
year and beyond) transmission service requests.

Yes

b. Review transmission facility plans required to
integrate new load, generation and transmission-to-
transmission interconnection facilities into the
interconnected bulk electric systems. This independent
review will be for all requests 100 kV and above, Generation
interconnections at all transmission voltage levels and other
studies by customer request.

c. Review transmission facility plans required to
integrate new load and transmission-to-transmission
interconnection facilities into the interconnected bulk electric
systems. This review, with customer consent, will be for
requests 69 kV only.

6. Assess, develop, and document resource and
transmission expansion plans.

a. Integrate and verify that the respective plans for
the Planning Authority Area meet reliability standards.

Yes

b. Identify and report on potential transmission
system and resource adequacy deficiencies, and provide
alternate plans that mitigate these deficiencies.

7. Provide analyses and reports as required on the long-
term resource and transmission plans for the Planning
Authority Area. (will be further defined by RC/ITO)

Yes

8. Monitor transmission expansion plan and resource
plan implementation.

9.  Coordinate project implementation requiring
transmission outages that can impact reliability and firm
transactions.

Yes

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs.

Issued On: January 10, 2006

Effective On Transmission
Owner’s Exit from the
Midwest ISO




The LG&E Companies
FERC Electric Tariff, First Rev. Vol. 1

10. Evaluate the impact of revised transmission and
generator in-service dates on resource and transmission
adequacy.
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Yes

Function — Balancing

Tasks

1. Must have control of any of the following combinations
within a Balancing Authority Area:

a. Load and Generation (an isolated system)

b. Load and Scheduled Interchange

c. Generation and Scheduled Interchange

d. Generation, Load, and Scheduled Interchange

2. Calculate Area Control Error within the Balancing
Authority Area.

ol el fenll el

3. Review generation commitments, dispatch, and load
forecasts.

=

a | a [anan

a | a [anan

Yes

4. Formulate an operational plan (generation commitment,
outages, etc) for reliability assessment.

>

=

Yes

5. Approve Interchange Transactions from ramping ability
perspective and provide a Net Scheduled Interchange (NSI)
value for entry into Energy Management System.

Yes

6. Implement interchange schedules by entering the NSI
value from ITO into the Energy Management System

a. Adjust NSI value for Dynamic Schedules and
Automatic Reserve Sharing

7. Provide frequency response

8. Monitor and report control performance and disturbance
recovery

Yes

9. Energy Accounting and after the fact checkout

a. Hourly checkout of Interchange Schedules

b. Hourly checkout of Actual Interchange and
administer inadvertent energy account

10. Determine needs for Interconnected Operations
Services

Yes

11. Deploy Interconnected Operations Services.

=

Yes

12. Implement emergency procedures

Yes

Function — Transmission Operations

Tasks

1. Maintain reliability of the transmission area in accordance
with Reliability Standards.

A

C

Yes
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2. Provide detailed maintenance schedules (dates and times)
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C

Yes

3. Maintain defined voltage profiles.

=

4. Define operating limits, develop contingency plans, and
monitor operations of the transmission facilities.

Yes

5. Provide telemetry of transmission system information

a. Provide to RC

b. Provide to Other TOs and RCs

Yes

Function — Interchange

Tasks

1. Determine valid, balanced, Interchange Schedules
(validation of sources and sinks, transmission arrangements,
interconnected operations services, etc.).

Yes

2. Verify ramping capability of the source and sink
Balancing Authority Areas for requested Interchange
Schedules

Yes

3. Collect and disseminate Interchange Transaction
approvals, changes, and denials

Yes

4. Authorize implementation of Interchange Transactions

Yes

5. Enter Interchange Transaction information into Reliability
Assessment Systems (e.g., the Interchange Distribution
Calculator in the Eastern Interconnection)

Yes

6. Maintain record of individual Interchange Transactions

Function — Transmission Planning

Tasks

Develops a long-term (generally one year and beyond) plan
for the reliability (adequacy) of the interconnected bulk
electric transmission systems within a portion of the
Planning Authority Area.

Yes

1. Maintain transmission system models (steady-state,
dynamics, and short circuit) and apply appropriate tools for
the development of transmission plans.

Yes

2. Define and collect transmission information and
transmission facility characteristics and ratings.

Yes

3. Develop plans within defined voltage and stability limits
and within appropriate facility thermal ratings.

Yes

4. Define system protection and control needs and
requirements, including special protection systems (remedial
action schemes), to meet reliability standards.

A

5. Determine TTC values as appropriate.

C

L
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6. Notify impacted transmission entities of any planned
transmission changes that may impact their facilities.
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Yes

7. Evaluate and plan for transmission service and
interconnection requests beyond one year.

Yes

8. Develop and report, as appropriate, on its transmission
expansion plan for assessment and compliance with
reliability standards.

Yes

9. Monitor and report, as appropriate, on its transmission
expansion plan implementation.

Yes

Function — Transmission Service

Tasks

1. Receive transmission service requests and process each
request for service according to the requirements of the
tariff.

a. Maintain commercial interface for receiving and
confirming requests for transmission service according to the
requirements of the tariff (e.g., OASIS).

a

=

Yes

2. Approve or deny transmission service requests

Yes

3. Approve Interchange Transactions from transmission
service arrangement perspective

Yes

4. Determine AFC values and flowgate allocations

5. Determine and post available transfer capability (ATC)
values.

a (O a |6

a (= a |6
= |a &=

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs.

Issued On: January 10, 2006

Effective On Transmission
Owner’s Exit from the
Midwest ISO




The LG&E Companies Substitute Original Sheet No. 476
FERC Electric Tariff, First Rev. Vol. 1

RELIABILITY COORDINATOR AGREEMENT

BETWEEN

LOUISVILLE GAS AND ELECTRIC COMPANY
AND KENTUCKY UTILITIES COMPANY

AND

TENNESSEE VALLEY AUTHORITY
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RELIABILITY COORDINATOR AGREEMENT

This Reliability Coordinator Agreement (this “Agreement”) is entered into this [_]th

day of January, 2006 (“Execution Date”), between Louisville Gas and Electric Company and
Kentucky Utilities Company, corporations organized pursuant to the laws of the State of
Kentucky (collectively, “LG&E/KU”), and the Tennessee Valley Authority, a federal
government corporation (“TVA” and, in its capacity as reliability coordinator pursuant to this
Agreement, the “Reliability Coordinator”) created by and existing under and by virtue of the
Tennessee Valley Authority Act of 1933, as amended, 16 U.S.C. §§ 831 ef seq. (the “TVA Act”).
LG&E/KU and the Reliability Coordinator may sometimes be referred to herein individually as a
“Party” and collectively as the “Parties.”

RECITALS

WHEREAS, LG&E/KU owns, among other things, an integrated electric transmission
system (“Transmission System”), over which the Midwest Independent Transmission System
Operator Inc. (the “Midwest ISO”) currently provides open access transmission service to
customers in the LG&E/KU Control Area (as defined in Section 1.6 of LG&E/KU’s Open
Access Transmission Tariff, filed with the Federal Energy Regulatory Commission (“FERC”) on
October 7, 2005 (the “OATT”));

WHEREAS, as part of LG&E/KU’s proposal to withdraw its participation in the Midwest
ISO, LG&E/KU desires to provide non-discriminatory open access transmission service pursuant
to the OATT;

WHEREAS, LG&E/KU desires to have the Reliability Coordinator perform certain key
reliability functions under the OATT, including: (i) reliability coordination (as defined in the
relevant North American Electric Reliability Council (“NERC”) Standards); (ii) transmission
planning and regional coordination; (iii) approving LG&E/KU’ maintenance schedules; (iv)
identifying upgrades required to maintain reliability; (v) non-binding recommendations relating
to economic transmission system upgrades; and (vi) administration of any seams agreements;

WHEREAS, LG&E/KU desires to have the Reliability Coordinator perform all functions
identified for reliability coordinators in NERC’s Standards;

WHEREAS, LG&E/KU will retain all remaining NERC obligations, including
obligations associated with its status as a Control Area (including operations as a Balancing
Authority and Transmission Operator as defined by NERC) and its obligations to ensure the
provision of transmission services under the OATT, and will take action necessary to protect
reliability of the Transmission System, including circumstances where such action is necessary
to protect, prevent or manage emergency situations;

WHEREAS, the Reliability Coordinator is: (i) a federal government corporation charged
with providing electric power, flood control, navigational control, agricultural and industrial
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development, and other services to a region including Tennessee and parts of six contiguous
states; and (i1) recognized by NERC as a reliability coordinator;

WHEREAS, the Reliability Coordinator is independent from LG&E/KU, possesses the
necessary competence and experience to perform the functions provided for hereunder and is
willing to perform such functions under the terms and conditions agreed upon by the Parties as
set forth in this Agreement;

WHEREAS, as part of LG&E/KU’s goal to maintain the requisite level of independence
in the operation of its Transmission System to prevent any exercise of transmission market
power, LG&E/KU intends to enter into an Independent Transmission Organization Agreement
(the “Independent Transmission Organization Agreement”) with Southwest Power Pool, Inc. (the
“Independent Transmission Organization”), pursuant to which the Independent Transmission
Organization will provide to LG&E/KU certain key transmission-related functions under the
OATT;

WHEREAS, TVA is a party to a Joint Reliability Coordination Agreement (“JRCA”)
with the Midwest ISO and PJM Interconnection, L.L.C., which provides for the exchange of
transmission-related data and information and establishes various arrangements and protocols in
furtherance of the reliability of their interconnected transmission systems and efficient market
operations, and LG&E/KU seeks to participate in and operate in accordance with the
arrangements and protocols arising from the JRCA; and

WHEREAS, TVA and LG&E/KU may choose to participate in similar reliability
coordination agreements with other neighboring reliability coordination areas.

NOW THEREFORE, in consideration of the mutual promises contained herein, and other
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
the Parties hereby agree as follows:

Section 1 - Designation; Scope of Functions; Standards of Performance; Reliability
Coordination Advisory Committee.

1.1 Designation. LG&E/KU appoints TVA to act as LG&E/KU’s designated
Reliability Coordinator pursuant to and in accordance with the terms and conditions of this
Agreement. The Reliability Coordinator shall have no responsibility to LG&E/KU, except as
specifically set forth in this Agreement.

1.2 Scope of Functions. The Reliability Coordinator shall perform the functions
described in Attachment A (the “Functions”) seven days a week, twenty-four hours a day, for the
duration of the Term in accordance with the terms and conditions of this Agreement. In
accordance with its obligations under this Section 1.2, the Reliability Coordinator is authorized
to, and shall, direct and coordinate timely and appropriate actions by LG&E/KU, including
curtailing transmission service or energy schedules, re-dispatching generation, and shedding
load, in each case, in order to avoid adverse effects on interregional bulk power reliability.
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1.3 Reliability Coordinator Procedures. The Reliability Coordinator shall develop the
procedures and guidelines by which it will perform the Functions (the “Reliability Coordinator
Procedures”) in coordination with the RCAC (as defined in Section 1.10) and applicable regional
reliability councils. The Reliability Coordinator Procedures shall be documented in a NERC-
approved reliability plan for the TVA Reliability Coordination Area or in TVA Standard
Procedures and Policies. The Reliability Coordinator shall provide LG&E/KU advance written
notice of any amendment or change to the Reliability Coordinator Procedures. For purposes of
this Agreement, the term “TVA Standard Procedures and Policies” shall mean such procedures
and policies related to TVA’s operations as may be promulgated and published by TVA pursuant
to its legal authorities and obligations.

1.4  Threat to Reliability. If the Reliability Coordinator determines that an actual or
potential threat to transmission system reliability exists, and that such threat may impair the
reliability of a transmission system, then the Reliability Coordinator shall direct that LG&E/KU
take whatever actions are necessary, consistent with Good Utility Practice (as defined below) and
in accordance with the applicable reliability criteria, policies, standards, rules, regulations and
other requirements of NERC (collectively, the “NERC Standards’) and any applicable regional
reliability councils or their successors (collectively, “Regional Reliability Council Standards”),
to avoid or mitigate the effects of the threat to transmission system reliability. For purposes of
this Agreement, “Good Utility Practice” shall mean any of the practices, methods, and acts
engaged in or approved by a significant portion of the electric utility industry during the relevant
time period, or any of the practices, methods, and acts that, in a person’s exercise of reasonable
judgment in light of the facts as known to that person at the time the decision was made, could
have been expected to accomplish the desired result at a reasonable cost consistent with good
business practices, reliability, safety, and expedition. Good Utility Practice is not intended to be
limited to the optimum practice, method, or act to the exclusion of all others, but rather to
include the range of acceptable practices, methods, or acts generally accepted in the region.

1.5  Reliability Coordinator Directives. Except as provided in the immediately
succeeding sentence, LG&E/KU shall implement any directive given by the Reliability
Coordinator pursuant to Sections 1.2 or 1.4. LG&E/KU shall not be obligated to implement any
directive which LG&E/KU determines will violate any state or federal law or the terms of any
governmental approval applicable to LG&E/KU. LG&E/KU may review any directive given by
the Reliability Coordinator pursuant to Sections 1.2 or 1.4, to determine if it is, in LG&E/KU’s
judgment, in accordance with the requirements of Section 1.8. If LG&E/KU determines that any
directive is not in accordance with the requirements of Section 1.8, then it shall immediately so
notify the Reliability Coordinator; provided, however, that, except as provided in the second
sentence in this Section 1.5, LG&E/KU shall continue to implement the directive until the
Reliability Coordinator notifies LG&E/KU otherwise. LG&E/KU’s notice shall include: (a)
information outlining the basis for LG&E/KU’s determination that (i) the directive is not in
accordance with the requirements of Section 1.8 and, if applicable, (ii) that implementation of
the directive will violate one or more state or federal laws or the terms of any governmental
approvals applicable to LG&E/KU; and (b) the alternative action that LG&E/KU would prefer to
take to alleviate the problem addressed by the Reliability Coordinator’s directive. After prompt
consideration of such information, the Reliability Coordinator shall issue a directive to
LG&E/KU in accordance with its obligations under this Agreement.
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1.6 Coordination with Independent Transmission Organization. In conjunction with
its performance of the Functions, the Reliability Coordinator shall coordinate and cooperate with
the Independent Transmission Organization and provide, subject to the terms and conditions of
this Agreement, including the Reliability Coordinator’s obligations with respect to Confidential
Information in Section 10, any information that the Independent Transmission Organization may
reasonably request in order to carry out its functions under the Independent Transmission
Organization Agreement.

1.7  Expansion. Nothing in this Agreement is intended to prevent TVA from (a)
coordinating, or cooperating in, interregional activities to relieve problems experienced by other
transmission systems or (b) entering into other agreements with one or more third party
transmission providers or operators to perform functions for such transmission providers or
operators that are the same or similar to the Functions performed hereunder; provided, however,
that it does not breach any of its obligations under this Agreement (including its obligations with
respect to Confidential Information in Section 10) by entering into or performing any of its
obligations under such other agreements; provided, further, that (i) any such other agreements
shall provide for LG&E/KU to be reimbursed in an equitable manner for any capital
expenditures made pursuant to this Agreement as well as for LG&E/KU’s ongoing operations
and maintenance expenditures to the extent such capital expenditures and operations and
maintenance expenditures are used by the Reliability Coordinator in performing functions under
such other agreements, (ii) LG&E/KU agrees to reimburse any such third party transmission
providers or operators in an equitable manner for any capital expenditures made by such third
parties as well as for such third parties’ ongoing operations and maintenance expenditures to the
extent such capital expenditures and operations and maintenance expenditures are used by the
Reliability Coordinator in performing functions under this Agreement, and (iii) to the extent
applicable, the Reliability Coordinator shall revise the compensation provided for in Section 3.1
in accordance with the terms therein.

1.8  Reliability Coordinator’s Standard of Performance. The Reliability Coordinator
shall perform its obligations under this Agreement in accordance with: (a) Good Utility Practice;
(b) the NERC Standards and Regional Reliability Council Standards; (¢) LG&E/KU’s specific
reliability requirements and operating guidelines (to the extent these are not inconsistent with
other requirements specified in this Section 1.8); (d) TVA Standard Procedures and Policies;
and, (e) all state and federal laws, including the TVA Act, and the terms of governmental
approvals applicable to one or both of the Parties. In performing its responsibilities under this
Agreement, the Reliability Coordinator shall not discriminate against similarly situated persons.

1.9  LG&E/KU’s Standard of Performance. LG&E/KU shall perform its obligations
under this Agreement in accordance with: (a) Good Utility Practice; (b) the NERC Standards and
Regional Reliability Council Standards; (c) any other LG&E/KU-specific reliability
requirements and operating guidelines (to the extent these are not inconsistent with other
requirements specified in this Section 1.9); and (d) all state and federal laws and the terms of
governmental approvals applicable to LG&E/KU.
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1.10 Reliability Coordination Advisory Committee.

1.10.1 Each Party shall designate one representative to serve on a Reliability
Coordination Advisory Committee (“RCAC”), which shall be composed of
representatives of each Party and representatives from each entity that has executed a
similar reliability coordination agreement designating TVA as its reliability coordinator.
Each Party may also designate one alternate to act in the absence of its representative on
the RCAC. Written notice of each representative and alternate appointment shall be
provided to each RCAC entity, and each Party may change its representatives upon
written notice to the other RCAC entities.

1.10.2 The RCAC shall assist the Reliability Coordinator in the development of
the initial Reliability Coordinator Procedures and the modification of existing Reliability
Coordinator Procedures. In connection with these activities, the Reliability Coordinator
may provide the other RCAC members with access to necessary data and documents
maintained by the Reliability Coordinator, provided that each such RCAC member has
signed the NERC Data Confidentiality Agreement and that all Confidential Information
is treated as transmission operations and transmission system information pursuant to the
NERC Data Confidentiality Agreement.

The RCAC shall meet at least twice per Contract Year (as defined below). For purposes of this
Agreement, a “Contract Year” shall consist of a twelve (12) month period. “Contract Year 17
shall begin on the Effective Date. Contract Years 2, 3, and 4 shall consist of the next three
successive 12-month periods after Contract Year 1.

Section 2 - Independence.

2.1 Key Personnel. All Functions shall be performed by employees of the Reliability
Coordinator identified in Attachment B (the “Key Personnel”). No Key Personnel shall also be
employed by LG&E/KU or any of its Affiliates (as defined in 18 C.F.R. § 35.34(b)(3) of FERC’s
regulations). The Reliability Coordinator and the Key Personnel shall be, and shall remain
throughout the Term, Independent (as defined below) of LG&E/KU, its Affiliates and the
Independent Transmission Organization (ITO). For purposes of this Agreement: “Independent”
shall mean that the Reliability Coordinator and the Key Personnel are not subject to the control
of LG&E/KU, its Affiliates or the Independent Transmission Organization, and have full
decision-making authority to perform all Functions in accordance with the provisions of this
Agreement. Any Key Personnel owning securities in excess of $15,000 in LG&E/KU, its
Affiliates or the Independent Transmission Organization shall divest such securities within six
(6) months of first being assigned to perform such Functions, provided that nothing in this
Section 2.1 shall be interpreted or construed to preclude any such Key Personnel from indirectly
owning securities issued by LG&E/KU, its Affiliates or the Independent Transmission
Organization through a mutual fund or similar arrangement (other than a fund or arrangement
specifically targeted toward the electric industry or the electric utility industry or any segment
thereof) under which the Key Personnel does not control the purchase or sale of such securities.
Participation by any Key Personnel in a pension plan of LG&E/KU, its Affiliates or the
Independent Transmission Organization shall not be deemed to be a direct financial interest if the
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plan is a defined-benefit plan that does not involve the Key Personnel’s ownership of the
securities.

2.2 Standards of Conduct Treatment. All Key Personnel shall be treated, for purposes
of FERC’s Standards of Conduct, as transmission employees. All restrictions relating to
information sharing and other relationships between merchant employees and transmission
employees shall apply to the Key Personnel.

Section 3 - Compensation, Billing and Payment.

3.1 Compensation. LG&E/KU shall pay to the Reliability Coordinator as
compensation for the performance of the Functions during the Initial Term the following
amounts on or before the start of each Contract Year:

Contract Year 1 $1,397,000
Contract Year 2 $1,439,000
Contract Year 3 $1,511,000
Contract Year 4 $1,586,000

The Reliability Coordinator agrees that if at any time during the Initial Term it expands its
Reliability Coordination Area by providing similar services to additional Transmission
Operators, the Reliability Coordinator will review and revise, as appropriate, the above
compensation rate. Such revised compensation shall enable the Reliability Coordinator to
recover its incremental costs associated with providing the specific service by allocating the
costs among those subscribing to the service in an equitable manner ( e.g., costs may be allocated
using a load ratio share methodology (a participant's annual non-coincident peak load as a
percentage of the total annual non-coincident peak load for those participating in the service)).
Costs will be determined by the Reliability Coordinator based on its total cost of providing the
service(s) as documented in the Reliability Coordinator's financial systems.

Compensation for Subsequent Terms (as defined in Section 4.2 herein) shall be based on the
compensation in previous Contract Years and/or the methodology outlined above in this Section
3.1 and shall be negotiated by the Parties in good faith. Such negotiations shall begin not later
than six months prior to and shall be concluded no later than three months prior to the beginning
of the Subsequent Term.

3.2  Compensation After Termination. If LG&E/KU terminates this Agreement
before the end of a Contract Year, then the Reliability Coordinator shall not be obligated to
refund any amounts paid by LG&E/KU to the Reliability Coordinator as compensation for
services provided by the Reliability Coordinator under this Agreement. If, however, the
Reliability Coordinator terminates this Agreement before the end of a Contract Year or
LG&E/KU and the Reliability Coordinator mutually agree to terminate this Agreement, then the
Reliability Coordinator shall be obligated to refund to LG&E/KU an amount equal to the
product of (a) any amounts paid by LG&E/KU to the Reliability Coordinator as compensation
for services provided by the Reliability Coordinator under this Agreement during the Contract
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Year in which this Agreement is terminated and (b) the number of whole or partial months
remaining in the Contract Year divided by twelve (12).

3.3  Reimbursement of Fees. In addition to the compensation provided for in Section
3.1, LG&E/KU shall reimburse the Reliability Coordinator for (a) its share of costs associated
with the Reliability Coordinator’s membership in the Reliability First Corporation or otherwise
required by the Reliability First Corporation in order for the Reliability Coordinator to be
LG&E/KU’s reliability coordinator, including annual membership assessments and (b) any
additional costs incurred by the Reliability Coordinator at the request or direction of LG&E/KU
that are not associated with services provided for in Section 3.1.

3.4  Payments. All payments by LG&E/KU to the Reliability Coordinator shall be

made by the FedWire transfer method to the Reliability Coordinator’s account at the U.S.
Treasury in accordance with the wire instructions indicated below, and all such payments shall
deemed received as of the date the electronic funds transfer to the Reliability Coordinator’s
account is deemed effective.

Bank Name: TREAS NYC (official abbreviation)

Bank Address: New York Federal Reserve Bank, New York City

ABA Number: 021030004

Account No: 4912

OBI: Provide your organization name and invoice number or explanation of
payment.

The Reliability Coordinator shall provide LG&E/KU with one or more contact persons for
payment purposes and shall update such list of contact persons as necessary.
Section 4 - Effective Date; Term; Termination; Termination Fees; Transition

Assistance Services.

4.1 Effective Date. The Parties acknowledge and agree that:

15, 16 and 17) shall be binding upon the Parties, as of the date (the “Effective Date”) on
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which the Parties shall have agreed in writing that each of the following conditions
precedent have been satisfied to their mutual satisfaction:

(a) The Parties’ representations and warranties in Section 17.7 shall be
true and correct in all material respects as of the Effective Date;

(b) FERC shall have issued an order accepting for filing LG&E/KU’s
application to FERC in Docket Nos. ER06-20-000 and EC06-4-000 dated October
7,2005;

(c) LG&E/KU shall have acquired operational control of the
Transmission System; and

(d) The Parties shall be prepared and capable to commence their
respective obligations under this Agreement, provided that the Parties shall use
commercially reasonable efforts to be prepared and capable to commence their
respective obligations under this Agreement as soon as practicable after the
Execution Date.

4.2 Term. The initial term of this Agreement shall commence on the Execution Date
and continue for four (4) years from the Effective Date (as provided for in Section 3.1), unless
terminated early pursuant to the termination provisions hereof (the “Initial Term”). After the
conclusion of the Initial Term, this Agreement shall automatically continue for successive
additional one-year terms (each, a “Subsequent Term”) unless and until terminated pursuant to
the termination provisions hereof. The Initial Term and any Subsequent Terms, together with the
Transition Assistance Period, if any, shall collectively be referred to as the “Term.”

4.3  Mutually-Agreed Termination. This Agreement may be terminated by mutual
agreement of the Parties at any time during the Term.

4.4  Termination at End of Term. Either Party may terminate this Agreement at the
end of the Initial Term or any Subsequent Term upon six (6) months’ prior written notice to the
other Party.

4.5 Termination for Cause.

4.5.1 Termination by Fither Party. Either Party may terminate this Agreement
effective immediately upon thirty (30) days’ prior written notice thereof to the other Party
if:

(1) Material Failure or Default. The other Party fails to
comply with, observe or perform, or defaults, in any material respect, in the
performance of the terms and conditions of this Agreement, and such failure or
default remains uncured for thirty (30) days after notice thereof, provided that
such failure or default is susceptible to cure and the other Party is exercising
reasonable diligence to cure such failure or default;
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() Pattern of Failure. It determines, in its sole discretion, that
there has been a pattern of failure by the other Party to comply with the standards
of performance required under this Agreement;

(k) Gross Negligence, Willful Misconduct or Fraud. The other
Party commits gross negligence, willful misconduct or fraud in the performance
of its obligations under this Agreement;

Q)] Material Misrepresentation. Any representation made by
the other Party hereunder shall be false or incorrect in any material respect when
made and such misrepresentation is not cured within thirty (30) days of such
discovery or is incapable of cure;

(m)  Bankruptcy. The other Party: (i) files a petition or
otherwise commences, authorizes or acquiesces in the commencement of a
proceeding or cause of action under any bankruptcy, insolvency, reorganization or
similar law, or has any such petition filed or commenced against it; (ii) makes an
assignment or any general arrangement for the benefit of creditors; (iii) otherwise
becomes bankrupt or insolvent (however evidenced); (iv) has a liquidator,
administrator, receiver, trustee, conservator or similar official appointed with
respect to it or any substantial portion of its property or assets; or (v) is generally
unable to pay its debts as they fall due;

(n) Dissolution. The other Party dissolves or is dissolved or its
legal existence is otherwise terminated,;

(0) Failure to Negotiate Amendment. The Parties are
unsuccessful in negotiating an amendment or amendments to this Agreement
pursuant to Section 17.6;

(p)  Regulatory Changes/Modifications. FERC, in accepting
for filing LG&E/KU's application to FERC in Docket Nos. ER06-20-000 and
EC06-4-000 dated October 7, 2005, or in any other future docket, makes any
material changes, modifications, additions, or deletions to this Agreement; or

(1) Extended Force Majeure. A Party is excused because of
Force Majeure (as defined in Section 11 herein) for more than thirty (30) days
from performing any of its material obligations under this Agreement.

4.5.2 Termination by LG&E/KU. LG&E/KU may terminate this Agreement
effective immediately upon thirty (30) days’ prior written notice thereof to the Reliability
Coordinator if:

(a) the Reliability Coordinator loses its NERC certification
once obtained; or
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(b) FERC issues an order determining that TV A should no
longer serve as LG&E/KU’s Reliability Coordinator pursuant to this Agreement.

4.5.3 Termination by the Reliability Coordinator. The Reliability Coordinator
may terminate this Agreement effective immediately upon thirty (30) days’ prior written
notice thereof to LG&E/KU if:

(a) LG&E/KU determines to cease being a Balancing Authority and/or
Transmission Operator, provided that LG&E/KU shall provide the Reliability
Coordinator as much advance written notice of such determination as is
practicable to allow the Reliability Coordinator to terminate this Agreement on or
prior to the time LG&E/KU ceases to be a Balancing Authority or Transmission
Operator;

(b) FERC or any other person or entity takes any action to subject the
Reliability Coordinator to FERC’s plenary jurisdiction under the Federal Power
Act (“FPA™); or

(c) Effective Date has not occurred within eighteen (18) months of the
Execution Date.

4.6  Return of Materials. Upon any termination of this Agreement or the conclusion
of any Transition Assistance Period pursuant to Section 4.8.1, whichever is later, the Reliability
Coordinator shall timely and orderly turn over to LG&E/KU all materials that were prepared or
developed prior thereto pursuant to this Agreement, and return or destroy, at the option of
LG&E/KU, all Data and other information supplied by LG&E/KU to the Reliability Coordinator
or created by the Reliability Coordinator on behalf of LG&E/KU.

4.7  Survival. All provisions of this Agreement which are by their nature or terms
intended to survive the termination of this Agreement, including the obligations set forth in

Sections 7 and 10, shall survive termination of this Agreement.

4.8 Transition Assistance Services.

4.8.1 Transition Assistance Period. Commencing on the date this Agreement is
terminated and continuing for up to six (6) months thereafter (the “Transition Assistance
Period”), the Reliability Coordinator shall (a) provide the Functions (and any
replacements thereof or substitutions therefor), to the extent LG&E/KU requests such
Functions to be performed during the Transition Assistance Period, and (b) cooperate
with LG&E/KU in the transfer of the Functions (collectively, the “Transition Assistance
Services”). During the Transition Assistance Period, the Parties shall use good faith
efforts to ensure a smooth transition.

4.8.2 Transition Assistance Services. The Reliability Coordinator shall, upon
LG&E/KU’s request, provide the Transition Assistance Services during the Transition
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Assistance Period at the Reliability Coordinator’s actual cost for such services. The
quality and level of performance of the Functions by the Reliability Coordinator during
the Transition Assistance Period shall not be degraded. After the expiration of the
Transition Assistance Period, the Reliability Coordinator shall answer questions from
LG&E/KU regarding the Functions on an “as needed” basis at the Reliability
Coordinator’s then-standard billing rates.

4.8.3 Key Personnel. During the Transition Assistance Period, the Reliability
Coordinator shall not terminate, reassign or otherwise remove any Key Personnel without
providing LG&E/KU thirty (30) days’ prior notice of such termination, reassignment or
removal unless such employee (a) voluntarily resigns from the Reliability Coordinator,
(b) is dismissed by the Reliability Coordinator for cause, or (c) dies or is unable to work
due to his or her disability.

4.9  Change in Reliability Entity. This Agreement is based on the existence of NERC
and the applicability of the NERC Standards. If NERC ceases to exist in its current form or is
replaced with an entity with authority over a Party’s transmission system, the Parties shall
promptly meet to determine whether to revise this Agreement to reflect the new reliability entity,
if any, and the Parties’ obligations in light of the new reliability entity or to terminate this
Agreement in accordance with Section 4.2.

4.10  Prior Obligations and Liabilities Unaffected by Termination. Termination of this
Agreement shall not relieve the Parties of any of their respective cost obligations or other
obligations and liabilities related to this Agreement that were incurred prior to the effective date
of termination of this Agreement.

Section 5 - Data Management.

5.1 Supply of Data. During the Term, LG&E/KU shall supply to the Reliability
Coordinator, and/or grant the Reliability Coordinator access to all Data that the Reliability
Coordinator reasonably requires to perform the Functions. The Parties shall agree upon the
initial format and manner in which such Data shall be provided. For purposes of this Agreement,
“Data” means all information, text, drawings, diagrams, images or sounds which are embodied in
any electronic or tangible medium and which (a) are supplied or in respect of which access is
granted to the Reliability Coordinator by LG&E/KU under this Agreement, which shall be
LG&E/KU’s Data, (b) are prepared, stored or transmitted by the Reliability Coordinator solely
on behalf of LG&E/KU, which shall be LG&E/KU’s Data; or (c) are compiled by the Reliability
Coordinator by aggregating Data owned by LG&E/KU and Data owned by third parties, which
shall be Reliability Coordinator’s Data.

5.2 Property of Each Party. Each Party acknowledges that the other Party’s Data and
the other Party’s software, base data models and operating procedures for software or base data
models (“Processes”) are the property of such other Party and agrees that it will do nothing
inconsistent with such ownership, including preserving all intellectual property and/or
proprietary rights in such other Party’s Data and Processes as provided in Section 6.
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5.3 Data Integrity. Each Party shall reasonably assist the other Party in establishing
measures to preserve the integrity and prevent any corruption or loss of Data, and the Parties
shall reasonably assist each other in the recovery of any corrupted or lost Data. Each Party shall
retain and preserve any of the other Party’s Data that are supplied to it during the Term, and shall
exercise commercially reasonable efforts to preserve the integrity of the other Party’s Data that
are supplied to it during the Term, in order to prevent any corruption or loss of the other Party’s
Data.

54  Confidentiality. Each Party’s Data shall be treated as Confidential Information in
accordance with the provisions of Section 10.

Section 6 - Intellectual Property.

6.1 Pre-Existing Intellectual Property. Each Party shall own (and continue to own) all
trade secrets, Processes and designs and other intellectual property that it owned prior to entering
this Agreement, including any enhancements thereto (“Pre-Existing Intellectual Property”™).

Each Party acknowledges the ownership of the other Party’s Pre-Existing Intellectual Property
and agrees that it will do nothing inconsistent with such ownership. Each Party agrees that
nothing in this Agreement shall give it any right, title or interest in the other Party’s Pre-Existing
Intellectual Property, other than the rights set forth in this Agreement. The Reliability
Coordinator’s Pre-Existing Intellectual Property shall include the Reliability Coordinator
Retained Rights set forth in Section 6.3. LG&E/KU’s Pre-Existing Intellectual Property shall
include LG&E/KU Retained Rights set forth in Section 6.4.

6.1.1 Exclusion. Nothing in this Agreement shall prevent either Party from
using general techniques, ideas, concepts and know-how gained by its employees during
the performance of its obligations under this Agreement in the furtherance of its normal
business, to the extent that it does not result in disclosure of the other Party’s Data or any
data generated from the other Party’s Data or other Confidential Information or an
infringement by LG&E/KU or the Reliability Coordinator of any intellectual property
right. For the avoidance of doubt, the use by a Party of such general techniques, ideas,
concepts and know-how gained by its employees during the performance of its
obligations under this Agreement shall not be deemed to be an infringement of the other
Party’s intellectual property rights so long as such matters are retained in the unaided
memories of such employees and any Confidential Information is treated in accordance
with the provisions of Section 10.

6.2  Jointly-Owned Intellectual Property. Except for the Data described in Section
5.1, all deliverables, whether software or otherwise, to the extent originated and prepared by the
Reliability Coordinator exclusively in connection with the performance of its obligations under
this Agreement shall be, upon payment of all amounts that may be due from LG&E/KU to the
Reliability Coordinator, jointly owned by LG&E/KU and Reliability Coordinator (“Jointly-
Owned Intellectual Property”). Each Party shall have the right to use the Jointly-Owned
Intellectual Property without any right or duty or accounting to the other Party, except as
provided in this Section 6.2. Upon the Reliability Coordinator using, transferring or licensing
Jointly-Owned Intellectual Property for or to a third party, the Reliability Coordinator shall
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reimburse LG&E/KU in an equitable manner as determined by the Parties in good faith for the
actual amounts paid by LG&E/KU to the Reliability Coordinator that relate to such Jointly-
Owned Intellectual Property. Except as stated in the foregoing sentence, the Reliability
Coordinator shall have no other obligation to account to LG&E/KU for any such use, transfer,
license, disclosure, copying, modifying or enhancing of the Jointly-Owned Intellectual Property.
Notwithstanding anything herein to the contrary, LG&E/KU may use the Jointly-Owned
Intellectual Property for its internal business purposes, including licensing or transferring its
interests therein to a third party for purposes of operating or performing functions in connection
with LG&E/KU’s transmission business.

6.3  Reliability Coordinator Retained Rights. The Reliability Coordinator shall retain
all right, title and interest in its proprietary know-how, concepts, techniques, processes, materials
and information that were or are developed entirely independently of this Agreement
(“Reliability Coordinator Retained Rights”), whether or not such Reliability Coordinator
Retained Rights are embodied in a deliverable, whether software or otherwise originated and
prepared by the Reliability Coordinator in connection with the performance of its obligations
under this Agreement. With respect to the Reliability Coordinator Retained Rights embodied in
any deliverable, whether software or otherwise originated and prepared by the Reliability
Coordinator in connection with the performance of its obligations under this Agreement,
LG&E/KU is hereby granted a nonexclusive, perpetual, worldwide, royalty-free, fully paid-up
license under such Reliability Coordinator Retained Rights to use such deliverable for
LG&E/KU’s internal business purposes only, including licensing or transferring its interests
therein to an Affiliate of LG&E/KU or a third party for purposes of operating or performing
functions in connection with LG&E/KU’s transmission business.

6.4  LG&E/KU Retained Rights. LG&E/KU shall retain all right, title and interest in
its proprietary know-how, concepts, techniques, processes, materials and information that were
or are developed entirely independently of this Agreement (“LG&E/KU Retained Rights™),
whether or not such LG&E/KU Retained Rights are embodied in a deliverable, whether software
or otherwise originated and prepared by LG&E/KU in connection with the performance of its
obligations under this Agreement. With respect to LG&E/KU Retained Rights embodied in any
software or otherwise originated and prepared by LG&E/KU in connection with the performance
of its obligations under this Agreement, the Reliability Coordinator is hereby granted a
nonexclusive, worldwide, royalty-free, fully paid-up license under such LG&E/KU Retained
Rights to use such deliverable for the Reliability Coordinator’s performance of its obligations
under this Agreement only; provided that LG&E/KU shall not be liable in any way for the use of
or reliance on such Reliability Coordinator Retained Rights by the Reliability Coordinator’s
Affiliate or third party for any purpose whatsoever.

6.5  Reliability Coordinator Non-Infringement; Indemnification. The Reliability
Coordinator warrants to LG&E/KU that all Reliability Coordinator’s Data and Processes,
Reliability Coordinator Pre-Existing Intellectual Property, Reliability Coordinator Retained
Rights, and deliverables prepared, produced or first developed by the Reliability Coordinator in
connection with the performance of its obligations under this Agreement shall not infringe on
any third party patent, copyright, trade secret or other third party proprietary rights. The
Reliability Coordinator shall defend, hold harmless and indemnify LG&E/KU and its Affiliates
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and their respective employees, officers, directors, principals, owners, partners, shareholders,
agents, representatives, consultants, and subcontractors (collectively, “LG&E/KU
Representatives”) from and against all claims, lawsuits, penalties, awards, judgments, court
arbitration costs, attorneys’ fees, and other reasonable out-of-pocket costs incurred in connection
with such claims or lawsuits based upon the actual or alleged infringement of any of the
foregoing rights; provided that LG&E/KU gives prompt written notice of any such claim or
action to the Reliability Coordinator, permits the Reliability Coordinator to control the defense of
any such claim or action with counsel of its choice, and cooperates with the Reliability
Coordinator in the defense thereof; and further provided that such claim or action is not based on
any alteration, modification or combination of the deliverable with any item, information or
process not provided by the Reliability Coordinator, where there would be no infringement in the
absence of such alteration, modification or combination. If any infringement action results in a
final injunction against LG&E/KU or the LG&E/KU Representatives with respect to Reliability
Coordinator’s Data and Processes, Reliability Coordinator Pre-Existing Intellectual Property,
Reliability Coordinator Retained Rights or deliverables prepared, produced or first developed by
the Reliability Coordinator in connection with the performance of its obligations under this
Agreement or in the event the use of such matters or any part thereof, is, in such lawsuit, held to
constitute infringement, the Reliability Coordinator agrees that it shall, at its option and sole
expense, either (a) procure for LG&E/KU or the LG&E/KU Representatives the right to continue
using the infringing matter, or (b) replace the infringing matter with non-infringing items of
equivalent functionality or modify the same so that it becomes non-infringing and retains its full
functionality. If the Reliability Coordinator is unable to accomplish (a) or (b) above, the
Reliability Coordinator shall reimburse LG&E/KU for all costs and fees paid by LG&E/KU to
the Reliability Coordinator for the infringing matter. The above constitutes the Reliability
Coordinator’s complete liability for claims of infringement relating to any the Reliability
Coordinator’s Data and Processes, Reliability Coordinator Pre-Existing Intellectual Property,
Reliability Coordinator Retained Rights, and deliverables prepared, produced or first developed
by the Reliability Coordinator in connection with the performance of its obligations under this
Agreement.

6.6  LG&E/KU Non-Infringement; Indemnification. LG&E/KU warrants to the
Reliability Coordinator that, to its knowledge, all LG&E/KU’s Data (except for Data created by
the Reliability Coordinator on behalf of LG&E/KU) and Processes, LG&E/KU Pre-Existing
Intellectual Property, and LG&E/KU Retained Rights shall not infringe on any third party patent,
copyright, trade secret or other third party proprietary rights. LG&E/KU shall defend, hold
harmless and indemnify the Reliability Coordinator and its Affiliates and their respective
employees, officers, directors, principals, owners, partners, shareholders, agents, representatives,
consultants, and subcontractors against all claims, lawsuits, penalties, awards, judgments, court
costs, and arbitration costs, attorneys’ fees, and other reasonable out-of-pocket costs incurred in
connection with such claims or lawsuits based upon the actual or alleged infringement of any of
the foregoing rights; provided that the Reliability Coordinator gives prompt written notice of any
such claim or action to LG&E/KU, permits LG&E/KU to control the defense of any such claim
or action with counsel of its choice, and cooperates with LG&E/KU in the defense thereof; and
further provided that such claim or action is not based on any alteration, modification or
combination of the deliverable with any item, information or process not provided by LG&E/KU
to the Reliability Coordinator, where there would be no infringement in the absence of such
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alteration, modification or combination. The above constitutes LG&E/KU’s complete liability
for claims of infringement relating to any of the LG&E/KU’s Data and Processes, LG&E/KU
Pre-Existing Intellectual Property, and LG&E/KU Retained Rights.

Section 7 - Indemnification.

7.1 Indemnification by the Parties. Each Party (“Indemnifying Party”) shall
indemnify, release, defend, reimburse and hold harmless the other Party and its Affiliates, and
their respective directors, officers, employees, principals, representatives and agents
(collectively, the “Indemnified Parties”) from and against any and all claims, demands,
liabilities, losses, causes of action, awards, fines, penalties, litigation, administrative proceedings
and investigations, costs and expenses, and attorney fees (each, an “Indemnifiable Loss”)
asserted against or incurred by any of the Indemnified Parties arising out of, resulting from or
based upon (a) a breach by the Indemnifying Party of its obligations under this Agreement, (b)
claims of bodily injury or death of any person or damage to real and/or tangible personal
property caused by the negligence or willful misconduct of the Indemnifying Party and its
Affiliates and their respective directors, officers, employees, principals, representatives, agents
or contractors during the Term, or (c) the acts or omissions of the Indemnifying Party and its
Affiliates and their respective directors, officers, employees, principals, representatives, agents
or contractors during the Term.

7.2 No Consequential Damages. Neither Party shall be liable to the other Party under
this Agreement (by way of indemnification, damages or otherwise) for any indirect, incidental,
exemplary, punitive, special or consequential damages, except in the case of gross negligence or
willful misconduct.

7.3 Cooperation Regarding Claims. If an Indemnified Party receives notice or has
knowledge of any Indemnifiable Loss that may result in a claim for indemnification by such
Indemnified Party against an Indemnifying Party pursuant to this Section 7, such Indemnified
Party shall as promptly as possible give the Indemnifying Party notice of such Indemnifiable
Loss, including a reasonably detailed description of the facts and circumstances relating to such
Indemnifiable Loss, a complete copy of all notices, pleadings and other papers related thereto,
and in reasonable detail the basis for its claim for indemnification with respect thereto. Failure
to promptly give such notice or to provide such information and documents shall not relieve the
Indemnifying Party from the obligation hereunder to respond to or defend the Indemnified Party
against such Indemnifiable Loss unless such failure shall materially diminish the ability of the
Indemnifying Party to respond to or to defend the Indemnified Party against such Indemnifiable
Loss. The Indemnifying Party, upon its acknowledgment in writing of its obligation to
indemnify the Indemnified Party in accordance with this Section 7, shall be entitled to assume
the defense or to represent the interest of the Indemnified Party with respect to such
Indemnifiable Loss, which shall include the right to select and direct legal counsel and other
consultants, appear in proceedings on behalf of such Indemnified Party and to propose, accept or
reject offers of settlement, all at its sole cost. If and to the extent that any such settlement is
reasonably likely to involve injunctive, equitable or prospective relief or materially and
adversely affect the Indemnified Party’s business or operations other than as a result of money
damages or other money payments, then such settlement will be subject to the reasonable
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approval of the Indemnified Party. Nothing herein shall prevent an Indemnified Party from
retaining its own legal counsel and other consultants and participating in its own defense at its
own cost and expense.

Section 8 - Contract Managers; Dispute Resolution.

8.1 LG&E/KU Contract Manager. LG&E/KU shall appoint an individual (the
“LG&E/KU Contract Manager”) who shall serve as the primary LG&E/KU representative under
this Agreement. The LG&E/KU Contract Manager shall (a) have overall responsibility for
managing and coordinating the performance of LG&E/KU’s obligations under this Agreement,
and (b) be authorized to act for and on behalf of LG&E/KU with respect to all matters relating to
this Agreement. Notwithstanding the foregoing, the LG&E/KU Contract Manager may, upon
prior written notice to the Reliability Coordinator, delegate such of his or her responsibilities to
other LG&E/KU employees, as the LG&E/KU Contract Manager deems appropriate.
LG&E/KU may, upon prior written notice to the Reliability Coordinator, change the LG&E/KU
Contract Manager.

8.2  Reliability Coordinator Contract Manager. The Reliability Coordinator shall
appoint, among the Key Personnel identified in Attachment B, an individual (the “Reliability
Coordinator Contract Manager”) who shall serve as the primary Reliability Coordinator
representative under this Agreement. The Reliability Coordinator Contract Manager shall (a)
have overall responsibility for managing and coordinating the performance of the Reliability
Coordinator’s obligations under this Agreement, and (b) be authorized to act for and on behalf of
the Reliability Coordinator with respect to all matters relating to this Agreement.
Notwithstanding the foregoing, the Reliability Coordinator Contract Manager may, upon prior
written notice to LG&E/KU, delegate such of his or her responsibilities to other Key Personnel,
as the Reliability Coordinator Contract Manager deems appropriate. The Reliability Coordinator
may, upon prior written notice to LG&E/KU, change the Reliability Coordinator Contract
Manager.

8.3  Resolution of Disputes. Any dispute, claim or controversy between the Parties
arising out of or relating to this Agreement (each, a “Dispute”) shall be resolved in accordance
with the procedures set forth in this Section 8.3; provided, however, that this Section 8.3 shall
not apply to Disputes arising from or relating to confidentiality or intellectual property rights (in
which case either Party shall be free to seek available legal or equitable remedies).

8.3.1 Notice of Dispute. Each Party shall provide written notice to the other
party of any Dispute, including a description of the nature of the Dispute.

8.3.2 Dispute Resolution by Contract Managers. Any Dispute shall first be
referred to the LG&E/KU Contract Manager and the Reliability Coordinator Contract
Manager, who shall negotiate in good faith to resolve the Dispute.

8.3.3 Dispute Resolution by Executive Management Representatives. If the
Dispute is not resolved within fifteen (15) days of being referred to the LG&E/KU
Contract Manager and the Reliability Coordinator Contract Manager pursuant to Section
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8.3.2, then each Party shall have five (5) days to appoint an executive management
representative who shall negotiate in good faith to resolve the Dispute.

8.3.4 Exercise of Remedies at Law or in Equity. Ifthe Parties’ executive
management representatives are unable to resolve the Dispute within thirty (30) days of
their appointment, then each Party shall be free to pursue any remedies available to it and
to take any action in law or equity that it believes necessary or convenient in order to
enforce its rights or cause to be fulfilled any of the obligations or agreements of the other
Party.

8.4  LG&E/KU Rights Under FPA Unaffected. Nothing in this Agreement is intended
to limit or abridge any rights that LG&E/KU may have to file or make application before FERC
under Section 205 of the FPA to revise any rates, terms or conditions of the OATT or any other
FPA jurisdictional agreement.

8.5 Reliability Coordinator Rights Under the TVA Act and FPA Unaffected.
Nothing in this Agreement is intended to limit or abridge any rights that the Reliability
Coordinator may have under the TVA Act or the FPA, nor to require the Reliability Coordinator
to violate the area limitations set forth in the TVA Act.

8.6 Statute of Limitations; Continued Performance. The Parties agree to waive the
applicable statute of limitations during the period of time that the Parties are seeking to resolve a
Dispute pursuant to Sections 8.3.2 and 8.3.3, and the statute of limitations shall be tolled for such
period. The Parties shall continue to perform their obligations under this Agreement during the
resolution of a Dispute.

Section 9 - Insurance.

9.1 Requirements. The Reliability Coordinator shall provide and maintain during the
Term insurance coverage in the form and with minimum limits of liability as specified below,
unless otherwise agreed to by the Parties.

9.1.1 Worker’s compensation insurance in accordance with the Federal
Employees Compensation Act (FECA).

9.1.2 Commercial general liability or equivalent insurance with a combined
single limit of not less than $1,000,000 per occurrence. Such insurance shall include
products/completed operations liability, owners protective, blanket contractual liability,
personal injury liability and broad form property damage.

9.1.3 Errors & Omissions Insurance in the amount of $5,000,000.

9.2  Insurance Matters. All insurance coverages required pursuant to Section 9.1 shall
(a) be provided by insurance companies that have a Best Rating of A or higher, (b) provide that
LG&E/KU is an additional insured (other than the workers’ compensation insurance), (c)
provide that LG&E/KU will receive at least thirty (30) days written notice from the insurer prior
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to the cancellation or termination of or any material change in any such insurance coverages, and
(d) include waivers of any right of subrogation of the insurers thereunder against LG&E/KU.
Certificates of insurance evidencing that the insurance required by Section 9.1 is in force shall be
delivered by the Reliability Coordinator to LG&E/KU prior to the Effective Date.

93 Compliance. The Reliability Coordinator shall not commence performance of
any Functions until all of the insurance required pursuant to Section 9.1 is in force, and the
necessary documents have been received by LG&E/KU pursuant to Section 9.2. Compliance
with the insurance provisions in Section 9 is expressly made a condition precedent to the
obligation of LG&E/KU to make payment for any Functions performed by the Reliability
Coordinator under this Agreement. The minimum insurance requirements set forth above shall
not vary, limit or waive the Reliability Coordinator’s legal or contractual responsibilities or
liabilities under this Agreement.

Section 10 - Confidentiality.

10.1  Definition of Confidential Information. For purposes of this Agreement,
“Confidential Information” shall mean, in respect of each Party, all activities by such Party and
information and documentation of such Party, whether disclosed to or accessed by the other
Party, in each case, in connection with this Agreement; provided, however, that the term
“Confidential Information” shall not include information that: (a) is independently developed by
the recipient, as demonstrated by the recipient’s written records, without violating the disclosing
Party’s proprietary rights; (b) is or becomes publicly known (other than through unauthorized
disclosure); (c) is disclosed by the owner of such information to a third party free of any
obligation of confidentiality; (d) is already known by the recipient at the time of disclosure, as
demonstrated by the recipient’s written records, and the recipient has no obligation of
confidentiality other than pursuant to this Agreement or any confidentiality agreements between
the Parties entered into before the Effective Date; or (e) is rightfully received by a Party free of
any obligation of confidentiality.

10.2  Protection of Confidential Information. All Confidential Information shall be
held in confidence by the recipient to the same extent and in at least the same manner as the
recipient protects its own confidential information, and such Confidential Information shall be
used only for purposes of performing obligations under this Agreement. Neither Party shall
disclose, publish, release, transfer or otherwise make available Confidential Information of, or
obtained from, the other Party in any form to, or for the use or benefit of, any person or entity
without the disclosing Party’s prior written consent. Each Party shall be permitted to disclose
relevant aspects of the other Party’s Confidential Information to its officers, directors, agents,
professional advisors, contractors, subcontractors and employees and to the officers, directors,
agents, professional advisors, contractors, subcontractors and employees of its Affiliates, to the
extent that such disclosure is reasonably necessary for the performance of its duties and
obligations or the determination, preservation or exercise of its rights and remedies under this
Agreement; provided, however, that the recipient shall take all reasonable measures to ensure
that Confidential Information of the disclosing Party is not disclosed or duplicated in
contravention of the provisions of this Agreement by such officers, directors, agents,
professional advisors, contractors, subcontractors and employees. The obligations in this
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Section 10 shall not restrict any disclosure pursuant to any local, state or federal governmental
agency or authority if such release is necessary to comply with applicable laws, governmental
regulations or orders of regulatory bodies or courts; provided that the recipient shall give prompt
notice to the disclosing Party in reasonable time to exercise whatever legal rights the disclosing
Party may have to prevent or limit such disclosure. Further, the recipient shall cooperate with
the disclosing Party in preventing or limiting such disclosure.

10.3 NERC Data Confidentiality Agreement. In addition to, and not in limitation of,
the confidentiality restrictions in Section 10.2, each Party shall sign the NERC Data
Confidentiality Agreement and shall treat all Confidential Information as transmission operations
and transmission system information pursuant to the NERC Data Confidentiality Agreement.

Section 11 - Force Majeure.

11.1  Neither Party shall be liable to the other Party for any failure or delay of
performance hereunder due to causes beyond such Party’s reasonable control, which by the
exercise of reasonable due diligence such Party is unable, in whole or in part, to prevent or
overcome (a “Force Majeure”), including acts of God, act of the public enemy, fire, explosion,
vandalism, cable cut, storm or other catastrophes, weather impediments, national emergency,
insurrections, riots, wars or any law, order, regulation, direction, action or request of any
government or authority or instrumentality thereof. Neither Party shall be considered in default
as to any obligation under this Agreement if prevented from fulfilling the obligation due to an
event of Force Majeure, except for the obligation to pay any amount when due, provided that the
affected Party:

11.1.1 gives notice to the other Party of the event or circumstance giving rise to
the event of Force Majeure;

11.1.2 affords the other Party reasonable access to information about the event or
circumstances giving rise to the event of Force Majeure;

11.1.3 takes commercially reasonable steps to restore its ability to perform its
obligations hereunder as soon as reasonably practicable, provided that the affected Party
shall not be obligated to take any steps that are not otherwise in accordance with Good
Utility Practice; and

11.1.4 exercises commercially reasonable efforts to perform its obligations
hereunder.

Section 12 - Reporting; Audit.

12.4  Reporting. The Reliability Coordinator shall make regular reports to FERC and
LG&E/KU’s retail regulators as may be required by applicable law and regulations or as may be
requested by such authorities.
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12.1 Books and Records. The Reliability Coordinator shall maintain full and accurate
books and records pertinent to this Agreement, and the Reliability Coordinator shall maintain
such books and records for three (3) years following the expiration or early termination of this
Agreement or longer if necessary to resolve a pending Dispute. LG&E/KU will have the right, at
reasonable times and under reasonable conditions, to inspect and audit, or have an independent
third party inspect and audit, the Reliability Coordinator’s operations and books to (a) ensure
compliance with this Agreement, (b) verify any cost claims or other amounts due hereunder, and
(c) validate the Reliability Coordinator’s internal controls with respect to the performance of the
Functions. The Reliability Coordinator shall maintain an audit trail, including all original
transaction records, of all financial and non-financial transactions resulting from or arising in
connection with this Agreement as may be necessary to enable LG&E/KU or the independent
third party, as applicable, to perform the foregoing activities. LG&E/KU shall be responsible for
any costs and expenses incurred in connection with any such inspection or audit, unless such
inspection or audit discovers that LG&E/KU was charged inappropriate or incorrect costs and
expenses, in which case, the Reliability Coordinator shall be responsible for a percentage of the
costs and expenses incurred in connection with such inspection or audit equal to the percentage
variance by which LG&E/KU was charged inappropriate or incorrect costs and expenses. The
Reliability Coordinator shall provide reasonable assistance necessary to enable LG&E/KU or an
independent third party, as applicable, and shall not be entitled to charge LG&E/KU for any such
assistance. Amounts incorrectly or inappropriately invoiced by the Reliability Coordinator to
LG&E/KU, whether discovered prior to or subsequent to payment by LG&E/KU, shall be
adjusted or reimbursed to LG&E/KU by the Reliability Coordinator within twenty (20) days of
notification by LG&E/KU to the Reliability Coordinator of the error in the invoice.

12.2  Regulatory Compliance. The Reliability Coordinator shall comply with all
reasonable requests by LG&E/KU to comply with Section 404 of the Sarbanes-Oxley Act and
related regulatory requirements. LG&E/KU may hire, at its expense, or LG&E/KU may direct
the Reliability Coordinator to hire, at LG&E/KU expense, an independent auditor to review,
audit and prepare audit reports associated with the Reliability Coordinator’s controls and systems
relating to the Functions and LG&E/KU’s financial statements and reports, in accordance with
SAS No. 70, Type II. Such reports may not be required more frequently than twice per Contract
Year. The Reliability Coordinator shall notify LG&E/KU prior to or at the time of any
significant or material change to any internal process or financial control of the Reliability
Coordinator that would or might impact the Functions performed for or on behalf of LG&E/KU
or that would, or might, have a significant or material effect on such process’s mitigation of risk
or upon the integrity of LG&E/KU’s financial reporting or disclosures and provide sufficient
details of the change so as to enable LG&E/KU and/or its independent auditors to review the
change and evaluate its impact on its internal controls and financial reporting. The Reliability
Coordinator shall cooperate with the independent auditors and LG&E/KU to enable the
preparation of the reports necessary to comply with Section 404 of the Sarbanes-Oxley Act,
consistent with the other provisions of this Agreement.

Section 13 - Independent Contractor.

The Reliability Coordinator shall be and remain during the Term an independent
contractor with respect to LG&E/KU, and nothing contained in this Agreement shall be (a)
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construed as inconsistent with that status, or (b) deemed or construed to create the relationship of
principal and agent or employer and employee, between the Reliability Coordinator and
LG&E/KU or to make either the Reliability Coordinator or LG&E/KU partners, joint ventures,
principals, fiduciaries, agents or employees of the other Party for any purpose. Neither Party
shall represent itself to be an agent, partner or representative of the other Party. Neither Party
shall commit or bind, nor be authorized to commit or bind, the other Party in any manner,
without such other Party’s prior written consent. Personnel employed, provided or used by any
Party in connection herewith will not be employees of the other Party in any respect. Each Party
shall have full responsibility for the actions or omissions of its employees and shall be
responsible for their supervision, direction and control.

Section 14 - Taxes.

Each Party shall be responsible for the payment of its own taxes, including taxes based on
its net income, employment taxes of its employees, taxes on any property it owns or leases, and
sales, use, gross receipts, excise, value-added or other transaction taxes.

Section 15 - Notices.

15.1 Notices. Except as otherwise specified herein, any notice required or authorized
by this Agreement shall be deemed properly given to a Party when sent to its designated
representative by facsimile or other electronic means (with a confirmation copy sent by United
States mail, first-class postage prepaid), by hand delivery, or by United States mail, first-class
postage prepaid. The Parties’ designated representatives are as follows:

If to LG&E/KU:

Louisville Gas and Electric Company
119 North 3" Street

Louisville, Kentucky 40202
Facsimile: (502) 627-4716

And

Kentucky Utilities Company
119 North 3" Street
Louisville, Kentucky 40202
Facsimile: (502) 627-4716

If to the Reliability Coordinator:

Tennessee Valley Authority

1101 Market Street, PCC 2A
Chattanooga, Tennessee 37402-2801
Facsimile: (423) 697-4120
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15.2 Changes. Either Party may, from time to time, change the names, addresses,
facsimile numbers or other notice information set out in Section 15.1 by notice to the other Party
in accordance with the requirements of Section 15.1.

Section 16 - Key Personnel; Work Conditions.

16.1 Key Personnel. All Key Personnel shall be properly certified and licensed, if
required by law, and be qualified and competent to perform the Functions. The Reliability
Coordinator shall provide LG&E/KU prior written notice of the replacement of any Key
Personnel.

16.2  Conduct of Key Personnel and Reporting. The Reliability Coordinator agrees to
require that the Key Personnel comply with the Reliability Coordinator’s employee code of
conduct, a current copy of which has been provided to LG&E/KU. The Reliability Coordinator
may amend its employee code of conduct at any time, provided that the Reliability Coordinator
shall promptly provide the LG&E/KU Contract Manager with a copy of the amended employee
code of conduct. If any Key Personnel commits fraud or engages in material violation of the
Reliability Coordinator’s employee code of conduct, the Reliability Coordinator shall promptly
notify LG&E/KU as provided above and promptly remove any such Key Personnel from the
performance of the Functions.

16.3  Personnel Screening. The Reliability Coordinator shall be responsible for
conducting, in accordance with applicable law (including the Fair Credit Reporting Act, The Fair
and Accurate Credit Transactions Act, and Title VII of the Civil Rights Act of 1964), adequate
pre-deployment screening of the Key Personnel prior to commencing performance of the
Functions. By deploying Key Personnel under this Agreement, the Reliability Coordinator
represents that it has completed the Screening Measures (as defined below) with respect to such
Key Personnel. To the extent permitted by applicable law, the term “Screening Measures” shall
include, at a minimum, a background check including: (a) a Terrorist Watch Database Search;
(b) a Social Security Number trace; (c) motor vehicle license and driving record check; and (d) a
criminal history check, including, a criminal record check for each county/city and state/country
in the employee’s residence history for the maximum number of years permitted by law, up to
seven (7) years. Unless prohibited by law, if, prior to or after assigning a Key Personnel to
perform the Functions, the Reliability Coordinator learns of any information that the Reliability
Coordinator considers would adversely affect such Key Personnel’s suitability for the
performance of the Functions (including based on information discovered from the Screening
Measures), the Reliability Coordinator shall not assign the Key Personnel to the Functions or, if
already assigned, promptly remove such Key Personnel from performing the Functions and
immediately notify LG&E/KU of such action.

16.4  Security. LG&E/KU shall have the option of barring from LG&E/KU’s property
any Key Personnel whom LG&E/KU determines is not suitable in accordance with the
applicable laws pursuant to Sections 16.1 through 16.3.
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Section 17 - Miscellaneous Provisions.
17.1 Governing Law. This Agreement and the rights and obligations of the Parties

hereunder shall be governed by and construed in accordance with applicable state and federal
laws, without regard to the laws requiring the applicability of the laws of another jurisdiction.

17.2  Amendment. This Agreement shall not be varied or amended unless such
variation or amendment is agreed to by the Parties in writing.

17.3  Assignment. Neither Party shall sell, assign, or otherwise transfer any or all of its
respective rights hereunder, or delegate any or all of its respective obligations under this
Agreement.

17.4  No Third Party Beneficiaries. Nothing in this Agreement is intended to confer
any benefits upon any person or entity not a Party to this Agreement. This Agreement is made
solely for the benefit of the Parties and nothing herein shall be construed as a stipulation for the
benefit of others, and no third party shall be entitled to enforce this Agreement against any Party
hereto.

17.5 Waivers. No waiver of any provision of this Agreement shall be effective unless
it is signed by the Party against which it is sought to be enforced. The delay or failure by either
Party to exercise or enforce any of its rights under this Agreement shall not constitute or be
deemed a waiver of that Party’s right thereafter to enforce those rights, nor shall any single or
partial exercise of any such right preclude any other or further exercise thereof or the exercise of
any other right.

17.6  Severability; Renegotiation. The invalidity or unenforceability of any portion or
provision of this Agreement shall in no way affect the validity or enforceability of any other
portion or provision herein. If any provision of this Agreement is found to be invalid, illegal or
otherwise unenforceable, the same shall not affect the other provisions hereof or the whole of
this Agreement and shall not render invalid, illegal or unenforceable this Agreement or any of
the remaining provisions of this Agreement. If any provision of this Agreement or the
application thereof to any person, entity or circumstance, is held by a court or regulatory
authority of competent jurisdiction to be invalid, void or unenforceable, or if a modification,
condition or other change to this Agreement is imposed by a court or regulatory authority of
competent jurisdiction which materially affects the benefits or obligations of the Parties, then the
Parties shall in good faith negotiate such amendment or amendments to this Agreement as will
restore the relative benefits and obligation of the Parties immediately prior to such holding,
modification or condition. If such negotiations are unsuccessful, then either Party may terminate
this Agreement pursuant to Section 4.5.1.

17.7 Representations and Warranties. Each Party represents and warrants to the other
Party as of the Execution Date and the Effective Date as follows:

17.7.1 Organization. It is duly organized, validly existing and in good standing
under the laws of the State in which it was organized or applicable Federal law, and has

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs. Effective On Transmission
Issued On: January 10, 2006 Owner’s Exit from the
Midwest ISO



The LG&E Companies Original Sheet No. 504A
FERC Electric Tariff, First Rev. Vol. 1

all the requisite power and authority to own and operate its material assets and properties
and to carry on its business as now being conducted and as proposed to be conducted
under this Agreement.

17.7.2 Authority. It has the requisite power and authority to execute and deliver
this Agreement and, subject to the procurement of applicable regulatory approvals, to
perform its obligations under this Agreement. The execution and delivery of this
Agreement by it and the performance of its obligations under this Agreement have been
duly authorized by all necessary corporate action required on its part.

17.7.3 Binding Effect. Assuming the due authorization, execution and delivery
of this Agreement by the other Party, this Agreement constitutes its legal, valid and
binding obligation enforceable against it in accordance with its terms, except as the same
may be limited by bankruptcy, insolvency or other similar applicable laws affecting
creditors’ rights generally, and by general principles of equity regardless of whether such
principles are considered in a proceeding at law or in equity.

17.7.4 Regulatory Approval. It has obtained or will obtain by the Effective Date,
any and all approvals of, and acceptances for filing by, and has given or will give any
notices to, any applicable federal or state authority, that are required for it to execute,
deliver, and perform its obligations under this Agreement.

17.7.5 No Litigation. There are no actions at law, suits in equity, proceedings, or
claims pending or, to its knowledge, threatened against it before or by any federal, state,
foreign or local court, tribunal, or governmental agency or authority that might materially
delay, prevent, or hinder the performance by such entity of its obligations hereunder.

17.7.6 No Violation or Breach. The execution, delivery and performance by it of
its obligations under this Agreement do not and shall not: (a) violate its organizational
documents; (b) violate any applicable law, statute, order, rule, regulation or judgment
promulgated or entered by any applicable federal or state authority, which violation could
reasonably be expected to materially adversely affect the performance of its obligations
under this Agreement; or (c) result in a breach of or constitute a default of any material
agreement to which it is a party.

17.8  Further Assurances. Each Party agrees that it shall execute and deliver such
further instruments, provide all information, and take or forbear such further acts and things as
may be reasonably required or useful to carry out the purpose of this Agreement and are not
inconsistent with the provisions of this Agreement.

17.9  Entire Agreement. This Agreement and the Attachments hereto set forth the
entire agreement between the Parties with respect to the subject matter hereof, and supersede all
prior agreements, whether oral or written, related to the subject matter of this Agreement. The
terms of this Agreement and the Attachments hereto are controlling, and no parole or extrinsic
evidence, including to prior drafts and drafts exchanged with any third parties, shall be used to
vary, contradict or interpret the express terms, and conditions of this Agreement.
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17.10 Good Faith Efforts. Each Party agrees that it shall in good faith take all
reasonable actions necessary to permit it and the other Party to fulfill their obligations under this
Agreement. Where the consent, agreement or approval of any Party must be obtained hereunder,
such consent, agreement or approval shall not be unreasonably withheld, delayed or conditioned.
Where a Party is required or permitted to act, or omit to act, based on its opinion or judgment,
such opinion or judgment shall not be unreasonably exercised. To the extent that the jurisdiction
of any federal or state authority applies to any part of this Agreement or the transactions or
actions covered by this Agreement, each Party shall cooperate with the other Party to secure any
necessary or desirable approval or acceptance of such authorities of such part of this Agreement
or such transactions or actions.

17.11 Time ofthe Essence. With respect to all duties, obligations and rights of the
Parties, time shall be of the essence in this Agreement.

17.12 Interpretation. Unless the context of this Agreement otherwise clearly requires:

17.12.1 all defined terms in the singular shall have the same meaning when used
in the plural and vice versa;

17.12.2 the terms “hereof,” “herein,” “hereto” and similar words refer to this
entire Agreement and not to any particular Section, Attachment or any other subdivision
of this Agreement;

17.12.3 references to “Section” or “Attachment” refer to this Agreement, unless
specified otherwise;

17.12.4 references to any law, statute, rule, regulation, notification or statutory
provision shall be construed as a reference to the same as it applies to this Agreement and
may have been, or may from time to time be, amended, modified or re-enacted;

17.12.5 references to “includes,” “including” and similar phrases shall mean
“including, without limitation;”

17.12.6 the captions, section numbers and headings in this Agreement are
included for convenience of reference only and shall not in any way affect the meaning or
interpretation of this Agreement;

17.12.7 “or” may not be mutually exclusive, and can be construed to mean
“and” where the context requires there to be a multiple rather than an alternative
obligation; and

17.12.8 references to a particular entity include such entity’s successors and
assigns to the extent not prohibited by this Agreement.
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17.12.9 any capitalized terms used in this Agreement, including the Appendices,
that are not defined in this Agreement or in the Appendices, shall have the meaning established
in the applicable NERC documentation.

17.13 Joint Effort. Preparation of this Agreement has been a joint effort of the Parties
and the resulting document shall not be construed more severely against one of the Parties than
against the other and no provision in this Agreement is to be interpreted for or against any Party
because that Party or its counsel drafted such provision. Each Party acknowledges that in
executing this Agreement its has relied solely on its own judgment, belief and knowledge, and
such advice as it may have received from its own counsel, and it has not been influenced by any
representation or statement made by the other Party or its counsel not contained in this
Agreement.

17.14 Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be deemed to be an original, but all of which together shall constitute one
and the same instrument, binding upon LG&E/KU and the Reliability Coordinator,
notwithstanding that LG&E/KU and the Reliability Coordinator may not have executed the same
counterpart.
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The Parties have caused this Reliability Coordinator Agreement to be executed by their
duly authorized representatives as of the dates shown below.

LOUISVILLE GAS AND ELECTRIC COMPANY

Name:
Title:
Date:

KENTUCKY UTILITIES COMPANY

Name:
Title:
Date:

TENNESSEE VALLEY AUTHORITY

Name:

Title:

Date:
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ATTACHMENT A
TO THE RELIABILITY COORDINATOR AGREEMENT

DESCRIPTION OF THE FUNCTIONS

The Reliability Coordinator is responsible for bulk transmission reliability and power
supply reliability functions in accordance with the terms of this Agreement. Bulk transmission
reliability functions include reliability analysis, loading relief procedures, re-dispatch of
generation and ordering curtailment of transactions and/or load. Power supply reliability
functions include monitoring Balancing Area performance and ordering the Balancing
Authorities and Transmission Operators to take actions, including load curtailment and
increasing/decreasing generation in situations where an imbalance between generation and load
places the system in jeopardy. The Reliability Coordinator Procedures shall be consistent with
those of NERC and are spelled out in the NERC Approved Reliability Plan for the TVA
Reliability Coordination Area and TVA Standard Procedures and Policies.

Under this Agreement, the Reliability Coordinator shall perform the following functions (the
“Functions”):

General Functions:

a) Serve as NERC designated reliability coordinator and represent the TVA Reliability Area
at the NERC and regional reliability council level.

b) Implement applicable NERC and regional reliability criteria initiatives, such as
maintaining a connection to NERC’s Interregional Security Network (“ISN”), day-ahead
load-flow analysis, transmission loading relief procedures, and information exchange.

c) Develop and coordinate with the RCAC new Reliability Coordinator Procedures and
revisions to existing Regional Coordinator Procedures.

d) Exchange timely, accurate, and relevant transmission system information with
LG&E/KU, the Independent Transmission Organization, and with other reliability
coordinators.

e) Develop and maintain system models and tools needed to perform analysis needed to
develop operational plans.

f) Coordinate with neighboring reliability coordinators and other operating entities as
appropriate to ensure regional reliability.

g) All other reliability coordinator functions as required for the Parties’ compliance with
applicable NERC Standards and Regional Reliability Council Standards, as the same may
be amended or modified from time to time.

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs. Effective On Transmission
Issued On: January 10, 2006 Owner’s Exit from the
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Real-time Operations:

a) Monitor, analyze, and coordinate the reliability of the Parties’ facilities and interfaces
with other Balancing Authorities, Transmission Operators, and other reliability
coordinators.

b) Perform analyses to develop an evaluation of system conditions. LG&E/KU will provide
necessary information (e.g., outages and transactions) and transmission system
conditions, as applicable, to the Reliability Coordinator in accordance with applicable
NERC Standards. The results of these analyses will be provided to LG&E/KU and
neighboring reliability coordinators in accordance with applicable NERC Standards and
Regional Reliability Council Standards.

c) Exchange timely, accurate, and relevant transmission system information with
LG&E/KU and with other reliability coordinators.

d) Determine, direct, and document appropriate actions to be taken by the Parties in
accordance with the NERC Standards, including curtailment of transmission service or
energy schedules, re-dispatch of generation and load shedding as necessary to alleviate
facility overloads and abnormal voltage conditions, and other circumstances that affect
interregional bulk power reliability.

e) Coordinate transmission loading relief and voltage correction actions with LG&E/KU
and with other reliability coordinators.

Forward Operations:

a) Perform analyses to develop an evaluation of the expected next-day transmission system
operations. LG&E shall provide generation-related information (e.g., outages and
transactions) and expected transmission system conditions (e.g., transmission facility
outages and transactions), as applicable, to the Reliability Coordinator for the next-day
operation in accordance with applicable NERC Standards and Regional Reliability
Council Standards. The results of these analyses shall be provided to LG&E/KU,
Independent Transmission Organization and neighboring reliability coordinators in
accordance with applicable NERC Standards and Regional Reliability Council Standards.

b) Perform analysis of planned transmission and generation outages and coordination of
outages with NERC, participants in reliability coordination agreements, and other
reliability coordinators as appropriate and as required by NERC. This service provides
for the analysis and coordination of planned outages which are beyond next day and
intra-day outages.

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs. Effective On Transmission
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c)

d)

g)

h)

Analyze and approve all planned maintenance schedules on facilities 100kV and above
and planned maintenance of generation facilities submitted by LG&E/KU in conjunction
with other work on the regional transmission grid to determine the impact of
LG&E/KU’s planned maintenance schedule on the reliability of the facilities under
TVA's purview as Reliability Coordinator, and the purview of neighboring reliability
coordinators, and any other relevant effects; and coordinate impacts on available transfer
capability with the designated Independent Transmission Organization.

Coordinate, as required by either NERC or other agreements, planned maintenance
schedules with all adjacent reliability coordination areas and/or Control Areas and
Transmission Providers; as well as the designated Independent Transmission
Organization.

Identify Coordinated Flowgates and determination of flowgates requiring Reciprocal
Coordination (twice annually).

Historic Firm Flow Calculation -- compile reservation set based on Freeze Date; compile
designated resources based on Freeze Date; calculate Historic Firm Flow Values and
Ratios for all coordinated flowgates on both LG&E/KU’s system and adjoining systems
(Bi-annual).

Develop reciprocal coordination agreements that establish how each Operating Entity
will consider its own flowgate or constraint usage as well as the usage of other Operating
Entities when it determines the amount of flowgate or constraint capacity remaining.
This process will include both operating horizon determination as well as forward
looking capacity allocation.

Implement AFC Process -- determine AFC attribute requirements; obtain NNL Impact
Data; implement Allocation Calculation Process; implement ASTFC Process; implement
AFC Calculation Process; implement CMP business rules for AFC vs. ASTFC.

The Reliability Coordinator will provide LG&E/KU /designated Independent
Transmission Organization the data necessary to analyze requests for new transmission
service, including Transmission Distribution Factors, flowgate attribute information and
flowgate allocations on an hourly basis. (Note: This does not include the software
required to analyze new transmission service requests. This software would be required
for full participation in the JRCA.)

Planning Coordinator:

As part of its Functions, the Reliability Coordinator will act as the Planning Coordinator and will
ensure a long-term (one year and beyond) plan is available for adequate resources and
transmission within the Area. The Reliability Coordinator will integrate and assess the plans
from the Transmission Planners and Resource Planners within the PC Area to ensure those plans
meet the reliability standards, and coordinate the development of recommended solutions to
plans that do not meet those standards.
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a) Integrate transmission and resource (demand and capacity) system models from PC Area
operating entities to evaluate transmission system performance and resource adequacy.

b) Apply methodologies and tools to assess and analyze the transmission systems expansion
plans and the resource adequacy plans.

c) Collect all information and data required for modeling and evaluation purposes.

d) Review the Independent Transmission Organization analysis of customer requests for
interconnection and transmission service.

e) Review the Independent Transmission Organization TTC values (one year and beyond)
as appropriate.

f) Coordinate a PC Area expansion plan review and communication with key stakeholders.

g) Coordinate the integration of PC Area plans with neighboring PA/PCs to provide a broad
multi-regional transmission plan.

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs. Effective On Transmission
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ATTACHMENT B
TO THE RELIABILITY COORDINATOR AGREEMENT

LIST OF KEY PERSONNEL
[To be provided by TVA]
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WITHDRAWAL AGREEMENT

This WITHDRAWAL AGREEMENT (this “Agreement”) is entered into this [ ]™ day
of January, 2006, between Louisville Gas and Electric Company and Kentucky Utilities
Company, corporations organized pursuant to the laws of the State of Kentucky (collectively,
“LG&E"), and the Midwest Independent Transmission System Operator, Inc., a non-profit, non-
stock corporation organized pursuant to the laws of the State of Delaware (the “Midwest ISO”).
LG&E and the Midwest ISO may sometimes be referred to herein individually as a “Party” and
collectively as the “Parties.”

WHEREAS, LG&E owns, among other things, an integrated electric transmission system
(the “Transmission System”), over which the Midwest ISO currently provides open access
transmission service to customers in the LG&E Control Area (as defined in Section 1.6 of
LG&E’s Open Access Transmission Tariff, filed with the Federal Energy Regulatory
Commission (the “Commission”) on October 7, 2005 (the “OATT”)); and

WHEREAS, LG&E is currently a member of the Midwest ISO and a signatory to the
Agreement of Transmission Facilities Owners to Organize the Midwest Independent
Transmission System Operator, Inc. (the “Midwest ISO Agreement”); and

WHEREAS, LG&E has a contractual right under the Midwest ISO Agreement to
withdraw from the Midwest 1SO and the Midwest ISO Agreement pursuant to Article Two,
Section X.D of such Midwest ISO Agreement, and pursuant to the procedures provided for in
Avrticle Five of the Midwest ISO Agreement; and

WHEREAS, on December 28, 2004, LG&E provided the Midwest ISO with notice
required under Article Five, Section | of the Midwest ISO Agreement to allow LG&E to
withdraw from the Midwest ISO as of December 31, 2005, or thereafter, subject to the
appropriate regulatory approvals; and

WHEREAS, LG&E has sought permission from the Kentucky Public Service
Commission and the Commission (collectively, the “Regulatory Authorities”) to withdraw from
the Midwest ISO; and

WHEREAS, in the event the Regulatory Authorities grant approval for LG&E to
withdraw upon terms acceptable to LG&E and LG&E continues the process to withdraw from
the Midwest ISO, the Parties seek to memorialize the terms and conditions of LG&E’s
withdrawal from the Midwest ISO.

NOW, THEREFORE, in consideration of the mutual promises and covenants contained
herein, and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the Parties agree as follows:



ARTICLE I
DEFINITIONS

1.1  Unless otherwise defined herein, capitalized terms used in this Agreement shall
have the meanings ascribed to them below:

“Agreement” has the meaning given to such term in the recitals.

“Application” means LG&E’s application to the Commission in Docket Nos. ER06-20-
000 and EC06-4-000 dated October 7, 2005.

“Business Day” means all days except Saturdays, Sundays and days on which banks in
the State of Delaware are authorized or required by applicable law to close.

“Claim” means any and all claims, damages, liabilities, demands, obligations, penalties,
fines, losses and judgments, whether based on law, contract, tort or other grounds, whether
absolute or contingent, accrued or unaccrued, liquidated or unliquidated, matured or unmatured,
and whether at law or in equity.

“Commission” has the meaning given to such term in the recitals.

“Conditional Firm Transmission Service” means firm transmission service in which a
customer funds transmission upgrades necessary to accommodate the requested level of firm
service.

“Credit Fee” has the meaning given to such term in Section 3.2.
“Dispute” has the meaning given to such term in Section 5.1(a).
“LG&E” has the meaning given to such term in the preamble.

“Midwest 1ISO Agreement” has the meaning given to such term in the recitals.

“OATT” has the meaning given to such term in the recitals.

“Party” or “Parties” has the meaning given to such terms in the preamble.

“Person” means a corporation, a partnership, a limited liability company, an association,
a joint-stock company, a trust, an unincorporated organization or any government or political
subdivision thereof.

“RDMP” has the meaning given to such term in Section 3.3.

“Requlatory Authorities” has the meaning given to such term in the recitals.




“Representatives” means, in respect of a Party, the officers, directors, employees, agents,
advisors or representatives of such Party.

“Transition Plan” has the meaning given to such term in Section 3.8.

“Transmission System” has the meaning given to such term in the recitals.

“True Up Fee” has the meaning given to such term in Section 3.1(c).

“Withdrawal Date” has the meaning given to such term in Section 3.9.

“Withdrawal Fee” has the meaning given to such term in Section 3.1(a).

1.2 Rules of Interpretation and Construction.

@ Interpretation. In this Agreement, unless a clear contrary intention
appears:

Q) the singular number includes the plural number and vice versa;

(i) reference to any Person includes such Person’s successors and
assigns but, if applicable, only if such successors and assigns are permitted by this Agreement,
and reference to a Person in a particular capacity excludes such Person in any other capacity or
individually;

(iii)  reference to either gender includes the other gender;

(iv)  reference to any agreement, document or instrument means such
agreement, document or instrument as amended or modified from time to time in accordance
with the terms thereof;

(V) reference to any law means such law as amended, modified,
codified, replaced or reenacted, in whole or in part, and in effect from time to time, including
rules and regulations promulgated thereunder, and reference to any section or other provision of
any law means that provision of such law from time to time in effect and constituting the
substantive amendment, modification, codification, replacement or re-enactment of such section
or other provision;

(vi)  reference to any preamble, recital, Article, Section of or
Attachment to this Agreement means such Article or Section thereof or preamble, recital or
Attachment thereto;

(vii)  “hereunder”, “hereof”, “hereto” and words of similar import shall
be deemed references to this document as a whole and not to any particular Article, Section or
other provision thereof; and



(vii)  “including” (and with the correlative meaning “include”) means
including without limiting the generality of any description preceding such term.

(b) Legal Representation of the Parties. This Agreement was negotiated by
the Parties with the benefit of legal representation, and any rule of construction or interpretation
otherwise requiring this Agreement to be construed or interpreted against any Party as the drafter
shall not apply to any construction or interpretation thereof.

(c) Payments. All payments permitted or required to be made by or on behalf
of the Parties under the terms of this Agreement shall be made to the account or accounts
designated by the Party to which the payment is owed, by wire transfer, in immediately available
funds in the lawful currency of the United States.

ARTICLE Il
EFFECTIVENESS; NO ACTIONS AGAINST AGREEMENT

2.1 Effectiveness. The Parties acknowledge and agree that:

@) Articles 11 and V and Section 3.1(a) (including any defined terms from
Article | referenced in Articles 11 and V and Section 3.1(a)) shall be effective, and the rights and
obligations of the Parties under Articles Il and V and Section 3.1(a) (including any defined terms
from Article | referenced in Articles Il and V and Section 3.1(a)), shall be binding upon the
Parties, in each case, as of the date of this Agreement; and

(b) Avrticle 111 (other than Section 3.1(a)) (including any defined terms from
Article I referenced in Article 111 (other than Section 3.1(a))) shall be effective, and the rights and
obligations of the Parties under Article 111 (other than Section 3.1(a)) (including any defined
terms from Article | referenced in Article 111 (other than Section 3.1(a))), shall be binding upon
the Parties, in each case, as of the Withdrawal Date.

2.2  No Actions Against this Agreement. Each of the Parties agrees that it shall not
initiate or pursue, directly or indirectly, any claim, action or proceeding of any kind challenging
the validity or enforceability of this Agreement or the substance of any of the provisions of this
Agreement. Notwithstanding anything to the contrary in this Section 2.2, participation as to
matters at issue in Docket No. EC06-4-000 and Docket No. ER06-20-000 or any other
proceeding before the Regulatory Authorities beyond the matters covered in this Agreement, will
not constitute a violation of this Section 2.2; provided, however, that nothing in this sentence
shall permit either of the Parties to challenge, directly or indirectly, that the Withdrawal Fee
Methodology attached hereto as Attachment A is incomplete or does not satisfy Article Five,
Section 11 B of the Midwest ISO Agreement.




ARTICLE Il
WITHDRAWAL

3.1 Withdrawal Fee.

@) On or before the Withdrawal Date, the Midwest 1SO shall deliver to
LG&E a written statement setting forth the withdrawal fee (the “Withdrawal Fee”) calculated in
accordance with a methodology accepted by the Commission (the “Withdrawal Fee
Methodology”), together with reasonable supporting information as to the inputs to and
calculation of the Withdrawal Fee. The Parties acknowledge and agree that the Withdrawal Fee
Methodology attached hereto as Attachment A is complete and satisfies Article Five, Section Il
B of the Midwest ISO Agreement.

(b) No later than ten (10) Business Days after delivery of the written
statement setting forth the Withdrawal Fee pursuant to Section 3.1(a), LG&E shall pay, subject
to its rights in Section 3.1(e), to the Midwest ISO the Withdrawal Fee; provided, however, that in
no event shall LG&E be obligated to pay the Withdrawal Fee before the Withdrawal Date.

(©) On or before the date which is thirty (30) calendar days after the
Withdrawal Date, the Midwest ISO shall deliver to LG&E a written statement of the Withdrawal
Fee true up calculated in accordance with the provisions of the Withdrawal Fee Methodology
(the “True Up Fee”), together with reasonable supporting information as to the inputs to and
calculation of the True Up Fee. No later than thirty (30) calendar days after delivery to LG&E of
the statement of the True Up Fee, LG&E or the Midwest I1SO, as the case may be, shall pay,
subject to its rights in Section 3.1(e), to the other Party the True Up Fee.

(d) The Midwest ISO agrees to make available to LG&E, its accountants and
other advisers, such information with respect to the inputs to and calculation of the Withdrawal
Fee and True Up Fee as LG&E may reasonably request for the sole purpose of confirming same.

(e) Any dispute between the Parties as to the inputs to or the calculation of the
Withdrawal Fee or the True Up Fee shall be resolved pursuant to Section 5.1(a).

3.2  Deferred Revenue Balance. The Parties acknowledge and agree that the
Withdrawal Fee Methodology will exclude deferred revenue arising from the Schedule 10 credits
afforded to Commonwealth Edison after its withdrawal from the Midwest ISO. On or before
February 1st of each calendar year (commencing in the calendar year immediately following the
calendar year in which the Withdrawal Date occurs), the Midwest 1SO shall deliver to LG&E a
written statement of LG&E’s proportionate share of such Schedule 10 credits (the “Credit Fee”),
together with reasonable supporting information as to the inputs to and calculation of the Credit
Fee. No later than ten (10) Business Days after delivery to LG&E of the statement of the Credit
Fee, LG&E shall pay, subject to its rights to dispute the inputs to or calculation of the Credit Fee
pursuant to Section 5.1(a), to the Midwest ISO the Credit Fee.

3.3  Users Held Harmless. In satisfaction of the requirements of Article Five, Section
I1.A of the Midwest ISO Agreement, LG&E will implement the Rate De-Pancaking Maintenance




Plan (“RDMP”) described in Attachment B in accordance with the terms and conditions thereof,
as the same may be modified by a final order of the Commission, and any other obligations,
provisions, terms and conditions as may be required by a final order of the Commission.

Nothing in this Section 3.3 is intended to preclude parties in Docket No. EC06-4-000 and Docket
No. ER06-20-000 from raising issues regarding the obligations of LG&E under Article Five,
Section Il A of the Midwest ISO Agreement.

3.4  Existing Obligations. In satisfaction of the requirements under Article Five,
Section 11.B of the Midwest ISO Agreement, LG&E shall pay to the Midwest 1SO the
Withdrawal Fee and the True Up Fee in accordance with Section 3.1. Payment of the fees called
for in Section 3.1 shall satisfy LG&E’s financial obligations to the Midwest ISO under Article
Five, Section 11.B of the Midwest ISO Agreement. The Parties agree that they will honor all
payments to one another applicable to time periods prior to the Withdrawal Date pursuant to the
Midwest ISO Agreement.

3.5  Construction of Facilities. In satisfaction of the requirements under Article Five,
Section 11.C of the Midwest ISO Agreement, LG&E agrees to construct the new facilities on its
system identified in the Midwest ISO Transmission Expansion Plan 2005, which are shown on
Schedule 3.5 attached hereto. LG&E agrees to construct new facilities or facility upgrades on its
system called for in generator interconnection agreements that are filed with the Commission
prior to the Withdrawal Date or relating to Conditional Firm Transmission Service requests
where those requests have been accepted or counter-offered by the Midwest 1ISO. As of the date
of this Agreement, those facilities are likewise shown on Schedule 3.5 attached hereto. Other
than as provided for in this Section 3.5, the Parties agree that LG&E will have no further
obligations in respect of the construction of new facilities pursuant to an approved plan of the
Midwest 1SO or otherwise in connection with providing transmission service. Nothing in this
Section 3.5 precludes an obligation to construct facilities arising from an order of a court or
regulatory authority having jurisdiction over the subject matter, or from any requirement or
standard related to safety duly promulgated by NERC or its successor organization.

3.6 Other Obligations. The Parties agree that, as of the Withdrawal Date, LG&E and
the Midwest ISO shall not have any obligations which need to be renegotiated pursuant to the
requirements under Article Five, Section I1.D of the Midwest ISO Agreement. It is the intent of
the Parties that the Transition Plan address the scope of “Other obligations” covered by Article
Five, Section I1.D of the Midwest ISO Agreement.

3.7  Credits. LG&E will receive credits against the amounts owed for post-withdrawal
transmission services provided by the Midwest ISO to LG&E up to an amount not to exceed the
Withdrawal Fee, as adjusted by the True Up Fee. Such credits will be applied only against the
amount LG&E pays for transmission services prior to April 1, 2016, and only with respect to the
fixed cost component of Schedule 10, 16 and 17 rates. Such credits shall be determined
according to the methodology contained in the Midwest ISO OATT and administered through an
alternative Administrative Cost Adder described in Attachment C.

3.8  Transition Plan. LG&E and the Midwest ISO will implement the transition plan
attached hereto as Attachment D (the “Transition Plan™) as expeditiously as practicable in order




to facilitate LG&E acquiring operational control of the Transmission System at the earliest
possible time after the Withdrawal Date, all in accordance with the terms and conditions of the
Transition Plan. If LG&E accepts conditions imposed by the Commission in a final order which
substantially alter the terms of the Transition Plan, then LG&E agrees to reimburse the Midwest
ISO for the any reasonable costs incurred by Midwest ISO to develop and implement such
altered terms of the Transition Plan; provided, however, that LG&E shall retain its right to
contest any such costs before the Commission.

3.9  Withdrawal Date. LG&E’s withdrawal from the Midwest 1SO and the Midwest
ISO Agreement shall be effective on the date (the “Withdrawal Date”) the Commission
designates as the effective date for LG&E’s withdrawal from the Midwest ISO and the Midwest
ISO Agreement in its order accepting for filing LG&E’s Application. Subject to the satisfaction
of LG&E’s obligations in Article 111, the Midwest ISO agrees that all of the requirements under
the Midwest ISO Agreement for withdrawal by LG&E from the Midwest 1SO and the Midwest
ISO Agreement have been satisfied.

3.10 Reversal of Commission’s Order Accepting for Filing LG&E’s Application.

@) If, after the Withdrawal Date, the Commission’s order accepting for filing
LG&E’s Application is reversed, then if and when LG&E rejoins the Midwest ISO, the Midwest
ISO shall repay to LG&E the Withdrawal Fee, as adjusted by the True Up Fee, together with
interest calculated in accordance with Section 3.10(b), net of any amounts paid to LG&E with
respect to credits pursuant to Section 3.7, not later than thirty (30) Business Days following
receipt of written demand therefor by LG&E. Effective upon such repayment in full, this
Agreement shall automatically terminate and be of no further force and effect, except for the
provisions of Article IV which shall survive termination of this Agreement.

(b) For purposes of this Agreement, interest shall be calculated based on the
rate actually earned by the Midwest 1SO.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES

Each Party represents and warrants to the other Party as of the date of this Agreement as
follows:

@) it is duly organized, validly existing, and in good standing under the laws
of the jurisdiction where it was organized.

(b) Subject to any necessary approvals by federal or state regulatory
authorities, it has all necessary limited liability company or corporate power and authority to
execute, deliver and perform its obligations under this Agreement, and the execution, delivery
and performance by it of this Agreement have been duly authorized by all necessary limited
liability company or corporate action on its part.



(©) The execution, delivery and performance by it of this Agreement do not
and shall not: (i) violate its organizational documents; (ii) violate any law or government
approval applicable to it; or (iii) result in a breach of or constitute a default of any material
agreement to which it is a party.

(d) Assuming the due authorization, execution and delivery of this Agreement
by the other Party, this Agreement constitutes its legal, valid and binding obligation, enforceable
against it in accordance with its terms, except as the same may be limited by applicable
bankruptcy, insolvency, reorganization, fraudulent conveyance, moratorium, or other similar
laws affecting the enforcement of creditor’s rights generally, and by general principles of equity
regardless of whether such principles are considered in a proceeding at law or in equity.

(e) Except as disclosed in writing to the other Party, there is no action, suit or
proceeding at law or in equity now pending or, to its knowledge, threatened in writing against it
before or by any federal, state, foreign or local court, tribunal or governmental agency or
authority that might materially delay, prevent or hinder the performance by it of its obligations
hereunder or that might have a material adverse effect on the other Party.

ARTICLE V
MISCELLANEOUS

5.1 Dispute Resolution.

@) Any controversy, claim or dispute of whatsoever nature or kind between
the Parties arising out of or in connection with this Agreement or its validity or interpretation
(each a “Dispute”) shall be resolved pursuant to the procedures of this Section 5.1.

(b) If a Dispute arises between the Parties, then either Party may provide
written notice thereof to the other Party, including a detailed description of the subject matter of
the Dispute (the “Dispute Notice™).

(©) Within ten (10) Business Days following the date of the Dispute Notice,
the most senior executive responsible for the subject matter of the Dispute from each Party shall
meet and in good faith attempt to resolve such Dispute. If the senior executives are unable to
resolve the Dispute within ten (10) Business Days of meeting or such later date as the senior
executives may mutually agree, then the Dispute shall be referred to the Commission for ultimate
resolution.

5.2  Governing Law. This Agreement shall be interpreted, construed, and governed by
the laws of the State of Delaware, except to the extent preempted by the laws of the United
States.

5.3  Notices. Unless otherwise expressly provided for in this Agreement, all
communications and notices to a Party in connection with this Agreement shall be in writing or
by facsimile, and any such communications or notices shall become effective (a) upon personal
delivery thereof, including, by overnight mail or next Business Day or courier service, (b) in the



case of notice by United States mail, certified or registered, postage prepaid, return receipt
requested, upon receipt thereof, (c) in the case of notice by facsimile, upon transmission thereof,
provided that in addition to such transmission a confirmation copy of the notice is also provided
promptly by either of the methods set forth in clause (a) or (b) above. All notices provided by
the means described in clauses (a), (b) or (c) above shall be addressed as provided below, or to
such other address as either Party may designate by written notice to the other Party in
accordance with this Section 5.3.

If to the Midwest I1SO:

Midwest Independent Transmission System Operator, Inc.
Attention: General Counsel

701 City Center Drive

Carmel, IN 46032

Facsimile: 317-249-5912

If to LG&E:

Louisville Gas and Electric Company
Attention: Mark Johnson

119 North 3" Street

Louisville, Kentucky 40202
Facsimile: (502) 627-4716

and

Kentucky Utilities Company
Attention: Mark Johnson
119 North 3" Street
Louisville, Kentucky 40202
Facsimile: (502) 627-4716

54  Amendments. This Agreement may not be amended, supplemented or otherwise
modified, other than pursuant to an instrument or instruments in writing executed by the Parties.

5.5  Successors and Assigns. This Agreement shall inure to the benefit of, and be
binding upon, each of the Parties and their respective successors and permitted assigns. Except
as provided in this Section 5.5, neither Party shall be permitted, by operation of law or otherwise,
to assign, transfer, convey or otherwise dispose of in any manner, directly or indirectly, all or any
part of its rights, obligations and interest in this Agreement to another Person without the
approval of the other Party. Either Party shall be permitted, without the approval of the other
Party, to assign, transfer, convey or otherwise dispose of all or any part of its rights, obligations
and interest in this Agreement to a Person who has acquired all or substantially all of the Party’s
facilities by reason of a merger, consolidation, reorganization, sale, spin-off, foreclosure or
otherwise.




5.6 No Implied Waivers. The failure of a Party to insist upon or enforce strict
performance of any of the specific provisions of this Agreement at any time shall not be
construed as a waiver or relinquishment to any extent of such Party’s right to assert or rely upon
any such provisions, rights or remedies in that or any other instance, or as a waiver to any extent
of any specific provision of this Agreement; rather the same shall be and remain in full force and
effect.

5.7  Renegotiation. If any provision of this Agreement, or the application thereof to
any person, entity or circumstance, is held by a court or regulatory authority of competent
jurisdiction to be invalid, void or unenforceable, or if a modification or condition to this
Agreement is imposed by a regulatory authority exercising jurisdiction over this Agreement, then
the Parties shall endeavor in good faith to implement such amendment or amendments to this
Agreement as will fully comply with the requirements of such court or regulatory authority and
as will restore the relative benefits and obligations of the Parties under this Agreement
immediately prior to such holding, modification or condition.

5.8  Third-Party Beneficiaries. None of the provisions of this Agreement are intended
for the benefit of any Person other than the Parties, their respective successors and permitted
assigns.

5.9  Good Faith Efforts. Each Party agrees that it shall in good faith promptly take all
reasonable actions necessary to permit such Party to fulfill its obligations under this Agreement.
Where the consent, agreement or approval of any Party must be obtained hereunder, such
consent, agreement or approval shall not be unreasonably withheld, conditioned or delayed.
Where any Party is required or permitted to act, or omit to act, based on its opinion or judgment,
such opinion or judgment shall not be unreasonably exercised.

5.10 Descriptive Headings. The descriptive headings of Articles, Sections and other
provisions of this Agreement have been inserted for convenience or reference only and will not
define, modify, restrict, construe or otherwise affect the construction or interpretation of any of
the provisions of this Agreement.

5.11 Counterparts. This Agreement may be executed in one or more counterparts, each
of which shall be an original and all of which together shall constitute one and the same
instrument.
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IN WITNESS WHEREOF, each of the Parties has caused its duly authorized
representative to execute this Withdrawal Agreement as of the date first above written.

MIDWEST INDEPENDENT TRANSMISSION
SYSTEM OPERATOR, INC.

By:
Name:
Title:

LOUISVILLE GAS AND ELECTRIC COMPANY

By:
Name:
Title:

KENTUCKY UTILITIES COMPANY

By:
Name:
Title:
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ATTACHMENT A
WITHDRAWAL FEE METHODOLOGY
Basis for Withdrawal Fee Calculation
Article Five, Section 11 (B) of the Midwest ISO Agreement reads as follows:

“All financial obligations incurred and payments applicable to time periods prior to the
effective date of such withdrawal shall be honored by the Midwest 1SO and the
withdrawing Owner.”

The financial obligations incurred as of the Withdrawal Date will primarily be the
liabilities on the Midwest ISO’s balance sheet of its financial statements as of the
Withdrawal Date as well as the liabilities disclosed in the footnotes to such financial
statements.

LG&E shall be responsible for a pro rata share of financial obligations based on the ratio
of its billing determinants to the total of all other billing determinants. The final
allocation of financial obligations to LG&E shall be based on twelve months of billing
determinants preceding the Withdrawal Date.

A preliminary forecast of the Withdrawal Fee shall be prepared using actual data as of
August 31, 2005. Given that less than twelve months of historical billing determinants
will be available for Schedule 16 and Schedule 17 of the Midwest 1ISO Tariff the Parties
agree to use the actual billing determinants for the five month period April 1, 2005
through August 31, 2005 as the basis for the preliminary forecast of the Withdrawal Fee.

A true up calculation shall occur thirty (30) business days after the Withdrawal Date to
account for the substitution of actual financial obligations as of the Withdrawal Date and
the actual billing determinant information for the twelve months preceding the
Withdrawal Date in lieu of the financial obligations and billing determinants used for the
preliminary forecast of the Withdrawal Fee.

Financial Obligations — Withdrawal Fee Calculation

The financial obligations of the Midwest 1SO shall be taken from the balance sheet of its
financial statements as of the Withdrawal Date and shall include all liabilities disclosed in
the footnotes to such financial statements. The liabilities on the balance sheet to be used
in the calculation of the financial obligations as of the Withdrawal Date shall be those
recorded as Long-Term Liabilities as well as any current portion of a liability included as
part of Long-Term Liabilities. The financial obligations calculation shall include all
capital lease and operating lease obligations incurred as of the Withdrawal Date. Such
obligations have payments that extend into the period of time after the Withdrawal Date.
The financial obligations shall also include all interest payments owed until maturity on



all debt outstanding as of the Withdrawal Date as well as all interest payments owed until
maturity on all capitalized lease obligations outstanding as of the Withdrawal Date.

The Midwest ISO will credit the total of all financial obligations outstanding as of the
Withdrawal Date with the balance in its Cash and Cash Equivalents account as of the
Withdrawal Date.

The calculation described in this section yields an outcome that is consistent with the
withdrawal obligations described in the Schedule 10, Schedule 16 and Schedule 17 of the
Midwest 1SO Tariff under the heading “Payments Applicable to Withdrawing Entities”.
To illustrate, the withdrawal obligations in Schedule 16 include Deferred Schedule 16
Costs, undepreciated capital expenditures and financing costs associated with the Service
(collectively, “Unrecovered Schedule 16 Costs”). This is because the Midwest 1SO
finances capital expenditures and regulatory assets with debt and collects funds to repay
outstanding debt principal from the depreciation charges and amortization charges
included on the cost recovery adder. Similar obligations are contained in Schedule 10
and Schedule 17. The example below illustrates the equivalent outcome.

Assume the Midwest ISO borrows $100 million to finance $75 million in capital
expenditures and $25 million of pre-operating costs. Further assume the Midwest 1ISO
recovers these costs over a five-year period of time through depreciation and amortization
charges, respectfully. After three years the Midwest ISO would have recovered $45
million in cost through depreciation charges and $15 million through amortization
charges. The balance of unrecovered costs would be $40 million.

Under the Withdrawal Fee calculation described above the financial liability on the books
of the Midwest 1SO would be $100 million in outstanding debt offset by $60 million in
cash and cash equivalents. The net financial obligation would therefore be $40 million.
The end result is the same under both methodologies.

However, the total financial obligations extend beyond the $40 million in this illustrative
example because the calculations above did not include the obligation to make interest
payments over the life of the debt outstanding as of the Withdrawal Date.

Financial Obligations — Adjustments

The Withdrawal Fee calculation described above is the general approach.
Implementation of this general approach will require separation of the financial
obligations into three categories: (1) Schedule 10 financial obligations, (2) Schedule 16
financial obligations, and (3) Schedule 17 financial obligations. This separation is
necessary because the ratio of LG&E’s billing determinants to all other billing
determinants under Schedule 10 will be different than its ratio for Schedule 16 and its
ratio for Schedule 17.
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Calculation Details
The long-term liabilities of the Midwest ISO disclosed on the balance sheet consist of:

Accrued Liabilities

Capitalized Leases, Net of Current Portion
Deferred Revenue

Notes Payable

The current portion of capitalized leases will need to be added to the total of the long-
term liabilities for the purposes of the Withdrawal Fee calculation to obtain the total
obligation outstanding as of the Withdrawal Date.

Notes Payable (e.g., debt) is allocated to Schedule 10, Schedule 16 and Schedule 17 per
the provisions of Schedule 16 and Schedule 17 of the Midwest ISO Tariff. The allocation
of principal and interest by debt instrument is specified under Variable A.5 of Schedule
16 and Schedule 17. Any debt not allocated to Schedule 16 or Schedule 17 is by
definition allocated to Schedule 10.

Capitalized Leases, including the current portion, are associated with specific assets and
will be allocated based on the allocation of these assets to Schedule 10, Schedule 16 and
Schedule 17. Deferred Revenue is associated with the Illinois Power Settlement accepted
by the Commission and is allocated exclusively to Schedule 10. Accrued Liabilities will
be allocated one half to Schedule 10 and one half to Schedule 17.

Financial obligations disclosed in the footnotes of the Midwest 1SO’s financial statements
include operating lease obligations and interest payments on outstanding debt obligations.
The interest payment obligation is allocated as noted above. Operating lease obligations
are associated with specific assets and will be allocated based on the allocation of these
assets to Schedule 10, Schedule 16 and Schedule 17.

Given that the Withdrawal Fee is to be paid in full as a condition of withdrawal, the
Midwest 1ISO will earn interest on the funds received to pay the Withdrawal Fee. As
such, there is a timing difference between when LG&E pays that portion of the
Withdrawal Fee associated with interest and lease obligations and when those obligations
are due and payable. To account for this timing difference the Midwest 1SO will discount
the future interest and lease obligations using discount rate equal to the average rate
earned on the Midwest 1ISO’s investment account funds over the three-month period prior
to the Withdrawal Date.

Cash and Cash Equivalents will be allocated to Schedule 10, Schedule 16 and Schedule
17 in proportion to the allocation of debt to these schedules.
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ATTACHMENT B
DE-PANCAKING MAINTENANCE PLAN

LG&E seeks to ensure that their withdrawal from the Midwest ISO and its institution of
an Independent Transmission Organization and a Reliability Coordinator is consistent with the
Commission’s goal of eliminating transmission rate pancaking. LG&E is also cognizant of the
fact that, under Article Five, Section I1.A of the Midwest ISO Agreement, its withdrawal from
the Midwest ISO must not adversely impact existing transmission customers and must hold
existing customers harmless from any changes in rates, terms or conditions of existing
transmission service. Accordingly, LG&E has proposed a Rate De-Pancaking Maintenance Plan
(“RDMP™), in order to ensure that customers continue to enjoy the same de-pancaked rates
which currently are in effect between LG&E’s zone, the Midwest ISO and the PIM
Interconnection. The RDMP proposes to preserve the status quo regarding pancake elimination
by implementing a system that mirrors the de-pancaked transmission protocols of the Midwest
ISO and PJM. Through this commitment, LG&E seeks to ensure that there are as few economic
seams between their system and Midwest ISO/PJM as possible.

In this regard, LG&E will provide point-to-point (“PTP”) transmission on their system on
a “drive through,” “drive in” or “drive out” basis — for service between LG&E’s system and
points within the existing Midwest ISO and PJM systems, as well as through LG&E’s system —
on a comparable basis, without the imposition of pancaked base transmission rates for virtually
all wheels. LG&E proposes several exceptions to this generally applicable rate mechanism
which are intended to avoid gaming, as noted below. LG&E will also provide and facilitate
network service between points of receipt and points of delivery on LG&E’s system and on the
Midwest ISO and PJM systems. LG&E refers to such point-to-point and network service
provided under the RDMP as “Reciprocity Firm.”*

LG&E proposes that existing transmission arrangements — both existing Midwest 1ISO
Tariff transmission contracts and GFAs — will enjoy the same service and pricing that such
customers receive today. This fact will be true for service which “traverses” LG&E’s system
and the Midwest ISO/PJM, as well as network and point-to-point arrangements “within”
LG&E’s transmission system. For new service (i.e., contracts entered into after the Withdrawal
Date), LG&E proposes the same de-pancaked service under the RDMP as would be effective
today with the exceptions noted below. LG&E’s new OATT submitted with LG&E’s
Application reflects the RDMP proposal described above.

Importantly, LG&E will provide Reciprocity Firm service subject to the Midwest 1SO
and PJM agreeing that LG&E will receive comparable treatment under the Midwest 1ISO and
PJM tariffs for sales into, through and out of the Midwest 1SO and PJM, respectively. In

! For new Reciprocity Firm service initiated after the effective date of the proposed rates, LG&E reserves the

right to charge the costs of expansion (where applicable) and losses, in accordance with the OATT. Where
applicable, customers would bear the costs of expansion, even if base transmission charges would be waived for
such a Reciprocity Firm transaction. LG&E believes such expansion charges, where applicable, are reasonable. It
would be inequitable, for example, to ask network customers to bear expansion costs, while at the same time
providing Reciprocity Firm customers point to point service for free.



LG&E’s discussions with the Midwest 1SO, the Midwest ISO has not objected to continuing the
de-pancaked rate protocol. As with the current pricing protocols in the Midwest ISO and PJM,
LG&E will charge customers for transactions that sink in the LG&E’s system or are transmitted
wholly “within” LG&E’s system.

Under the RDMP, rate pancaking will be eliminated to the same extent and over the same
territory as is the case today, with one exception. LG&E propose to charge their applicable PTP
rate for transactions that: (i) source within or outside of the Super Region:? (ii) sink outside of
the Super Region; and (iii) require (x) a withdrawal point scheduled at an interconnection
between LG&E and a non-Super Region system (e.g., sink TVA, or sink Duke) or (y) require
transmission service through LG&E’s control area. LG&E’s charging of a PTP rate for these
transactions is reasonable because, if LG&E were to remain in Midwest 1SO, the Midwest 1ISO
“through and out” rate would be charged for such transactions. LG&E believes that if their PTP
rate is not charged for such transactions, the elimination of an “out” charge at LG&E’s buses
with int%rconnected utilities (e.g., TVA, Duke) could significantly increase the possibility of
gaming.

2 “Super Region” is defined as the Midwest ISO/PJM footprint.

3 Alternatively, if the Commission does not believe that such charges are appropriate, LG&E would be
willing to charge the Midwest ISO out rate at its bus with non-Super Region control areas as long as LG&E receive

their appropriate share of revenues from such service.
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Source Sink Customer Pays Base Transmission Base Transmission
Rate Pancaking Rate Pancaking Under
Today RDMP
LG&E/KU Midwest ISO/PIM Midwest ISO/PIM | No No
applicable zonal
transmission rate
(at point-of-
delivery)
Midwest ISO/PIM LG&E/KU LG&E/KU zonal No No

rate

LG&E/KU

Control Area other than
Midwest 1ISO or PIM
(where no service
involving Midwest
ISO/PJM is required and
withdrawal point is
LG&E/KU-non-Super
Region bus)

LG&E/KU zonal
rate + applicable
sink control area
rate

Midwest 1ISO “out
rate” applies +
applicable non- Super
Region sink control
area rate

LG&E/KU zonal rate
applies + applicable sink
control area rate
(LG&E/KU zonal rate
“replaces” Midwest ISO
“out” rate)

Control Area other than
Midwest 1ISO or PIM

LG&E/KU (where no
service involving

Applicable control
area rate +

Yes

Yes

(e.g9., TVA) Midwest ISO/PIM is LG&E/KU zonal
required, and injection rate
point is LG&E/KU-non-
Super Region bus)
LG&E/KU Control Area other than | Applicable non- No. Midwest ISO No. Midwest ISO

Midwest ISO or PIM
(where withdrawal point
is Midwest ISO/PJM bus
with non-Super Region
control area that is not
interconnected to LG&E,
e.g., IMO)

Super Region
control area sink
rate + Midwest
1SO “Through and
Out” rate

“through and out rate”
applies

“through and out rate”
applies

Control Area other than
Midwest 1ISO or PIM
(e.g., IMO)

LG&E/KU (where
service through Midwest
ISO/PJM is required)

Applicable non-
Super Region
control area rates +
LG&E/KU zonal
rate

Yes

Yes
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Control Area other than
Midwest ISO or PIM
(e.g., IMO)

Control Area other than
Midwest ISO or PJIM
(where service through

Applicable non-
Super Region
control area rates +

Midwest ISO “through
and out rate” applies

Midwest 1ISO “through
and out rate” and
LG&E/KU zonal rate

Midwest ISO/PIM is Midwest 1ISO applies (to avoid
required and withdrawal | “Through and gaming)
point is LG&E/KU-non- | Out” rate +
Super Region bus) LG&E/KU PTP
rate

Midwest ISO/PIM Control Area other than | Applicable No No
Midwest 1ISO or PIM MISO/PIM
requiring service through | Through and Out
LG&E/KU (i.e., where Rate
non-LG&E/KU path is
unavailable)

Midwest ISO/PIM Control Area other than | Applicable No Yes, Customer has
Midwest 1ISO or PJM MISO/PIM optional path where
that does not require Through and Out pancaking is not
service through Rate + LG&E/KU required. (prevents
LG&E/KU (i.e., where PTP Rate gaming)
non-LG&E/KU path is
available) but LG&E/KU
path is still used

Control Area other than | Midwest ISO/PJM Midwest ISO/PIM | No No

Midwest 1ISO or PJIM applicable zonal

requiring service PTP base

through LG&E/KU transmission rate

(i.e., where non- (at point-of-

LG&E/KU path is delivery)

unavailable)

Control Area other than | Midwest 1ISO Midwest ISO/PIM | No Yes, Customer has

Midwest 1ISO or PIM
that does not require
service through
LG&E/KU (i.e., where
non-LG&E/KU path is
available) but
LG&E/KU path is still
used

applicable zonal
PTP base
transmission rate
(at point-of-
delivery) +
LG&E/KU PTP
Rate

optional path where
pancaking is not
required. (prevents

gaming)
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ATTACHMENT C

ALTERNATIVE ADMINISTRATIVE COST ADDER

[To be provided]



ATTACHMENT D

TRANSITION PLAN

Pursuant to Section 3.8 of the Agreement, the following sets forth the Transition Plan that
will allow LG&E to acquire operational control of the Transmission System by the Withdrawal
Date.

Actions to be completed sixty (60) days prior to Withdrawal Date (for effectiveness upon the
Withdrawal Date, where applicable).

1. The Midwest ISO shall determine which LG&E facilities need to be removed from
the Midwest ISO’s Available Flowgate Capacity (“AFC”) calculation.

2. The Midwest ISO and LG&E shall provide mutual assurances that all existing LG&E
Network Service Agreements are appropriately transferred to LG&E (or its Independent
Transmission Operator (“1TQO”)).

3. LG&E shall provide to the Midwest ISO a statement of intention regarding its status
in the Midwest 1SO market post-withdrawal, i.e., with regard to LG&E’s status as a “market
participant,” “balancing authority,” and/or Transmission Provider.

4. The Midwest ISO shall eliminate LG&E from its financial transmission rights
(“ETR”) market and FTR model, except to the extent that other out-of-region assets and loads are
reflected in such models.

5. The Midwest ISO shall model LG&E and all generator or load assets pertaining to
LG&E in the Midwest ISO market model as a non-member system, and shall retain all associated
bid and offer information as confidential information in the Midwest 1SO database as, and for the
duration, required by Commission regulations.

Actions to be completed forty-five (45) days prior to Withdrawal Date

1. The Midwest ISO and LG&E shall determine the impact on the Midwest 1SO’s and
LG&E’s rates and revenue distribution after the Withdrawal Date.

2. Notice of LG&E’s withdrawal from the Midwest ISO shall be posted on the Midwest
ISO’s OASIS.

Actions to be completed thirty (30) days prior to Withdrawal Date

1. The Midwest ISO shall recalculate the Transfer Participation Factor (“TPF”) matrix
to reflect the withdrawal of LG&E as a Transmission Owner.
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Actions to be completed fourteen (14) days prior to Withdrawal Date

1. LG&E’s Reliability Coordinator and ITO will acknowledge readiness to assume
responsibility for operation of the LG&E system.

2. LG&E shall confirm that its Reliability Coordinator and ITO are capable of
calculating and honoring NNL and ATC for coordinated flowgates and reciprocal coordinated
flowgates as required by the Congestion Management Process of the Joint Reliability
Coordination Agreement among TVA, PJM and Midwest ISO.

3. LG&E’s Reliability Coordinator and ITO will operate LG&E’s system in parallel
with the Midwest 1SO.

4. The Midwest I1SO shall transfer to LG&E’s Reliability Coordinator and ITO all
outage related information regarding the LG&E system extending beyond the Withdrawal Date.

Actions to be completed three (3) hours prior to Withdrawal Date

1. LG&E shall engage in self scheduling of all of its generation to meet its load. LG&E
shall maintain information transparency regarding its generation dispatch for the Midwest ISO.

Actions to be completed by Withdrawal Date

1. The Midwest ISO shall remove all generator interconnection requests for units to be
located on the LG&E system from the Midwest 1SO queue, and shall transfer all relevant
information to LG&E and the ITO.

2. The Midwest ISO shall transfer all transmission service requests related to
grandfathered agreements to LG&E’s ITO.

3. The Midwest ISO shall have made the appropriate FERC filings to revise all (a)
electronic information; (b) agreements; (c) the OATT; and (d) corporate documents to reflect the
withdrawal of LG&E.

4. The Midwest ISO shall revise all (a) electronic information (including information on
the Midwest ISO’s OASIS site); (b) agreements; (c) the OATT; and (d) corporate documents to
reflect the withdrawal of LG&E.

5. The Midwest ISO shall terminate LG&E’s Transmission Owner access from the
appropriate electronic (and other) forums.

6. LG&E shall ensure that the NERC registry and book of flowgates is updated to reflect
its new Reliability Coordinator and ITO.
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7. LG&E will begin posting data related to settlements to the Midwest ISO’s Physical
Scheduling System (“PSS”) as a non-Transmission Owner first-tier utility.

8. The Midwest ISO shall reflect LG&E’s change from a Transmission Owner to a first-
tier utility within the settlement system.

Actions to be completed thirty (30) days after Withdrawal Date

1. The Midwest ISO shall obtain all MISO-required LG&E Inter-Control Center
Protocol (“1CCP”) information from LG&E’s Reliability Coordinator.

2. The Midwest ISO will continue to have access to LG&E’s ICCP information directly
from LG&E’s data links until such time as the Midwest 1SO and LG&E’s Reliability
Coordinator determine that there is no necessity to maintain the ICCP links. At such time, the
Midwest 1ISO will remove all ICCP data links to LG&E.
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SCHEDULE 3.5

CONSTRUCTION OF FACILITIES

MTEP 2005 new facilities:

Interconnection Agreement new facilities or facility upgrades:

Conditional Firm Service Transmission new facilities or facility upgrades:
For TSR 75052130

Loop the existing Ghent (LG&E)-Speed (Cinergy) 345kV line thru
the Trimble County substation. (covered in the generation
interconnection study)

Construct a 345kV line from Mill Creek to Hardin County.
Construct a 138kV line from West Lexington to Higby Mill.
Construct a 138kV line from West Frankfort to Tyrone.
Re-conductor the 138kV line from Ghent to Owen County Tap
Re-conductor the 138kV line from Hardin County to Etown.

Open the 69kV tie from Shelby County (EKPC) to Shelby County
Tap (LG&E)

All prior to Trimble 2 going in service.
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INDEPENDENT TRANSMISSION ORGANIZATION AGREEMENT

This Independent Transmission Organization Agreement (this “Agreement”) is entered into this
"™ day of SeptessberJanuary, 2005:2006, between Louisville Gas and Electric Company and
Kentucky Utilities Company, corporations organized pursuant to the laws of the
StateCommonwealth of Kentucky (collectively, “LG&E/KU”), and Southwest Power Pool, Inc.,
an entity organized pursuant to the laws of the State of Arkansas (the “ITO”). LG&E/KU and
the ITO may sometimes be individually referred to herein as a “Party” and collectively as the
“Parties.”

WHEREAS, LG&E/KU owns, among other things, an integrated electric transmission
system (“Transmission System”), over which the Midwest Independent Transmission System
Operator Inc. (“Midwest ISO”) currently provides open access transmission service to customers
in the LG&E/KU Control Area (as defined in the l-GESection 1.6 of LG&E/KU’s Open Access
Transmission Tariff-the-, fil ith the Federal Energy Regulator mmission (“FERC”

n October 7, 2 the “OATT”));

WHEREAS, as part of LG&E/KU’s proposal to withdraw its participation in the Midwest
ISO, LG&E/KU desires to provide non-discriminatory, open access transmission service
pursuant to the OATT;

WHEREAS, LG&E/KU desires to have the ITO perform certain key transmission-related
functions under the OATT as set forth herein;

WHEREAS, LG&E/KU will remain the owner of its Transmission System and will bear
the ultimate responsibility for the provision of transmission services to Eligible Customers (as
defined in the OATT), including the sole authority to amend the OATT;

WHEREAS, the ITO: (i) is a FERC-approved regional transmission organization; (ii) is
independent from LG&E/KU; (iii) possesses the necessary competence and experience to
perform the functions provided for hereunder; and (iv) is willing to perform such functions under
the terms and conditions agreed upon by the Parties as set forth in this Agreement; and

WHEREAS, as part of LG&E/KU’s goal to maintain the requisite level of independence
in the operation of its Transmission System to prevent any exercise of transmission market
power, on SeptemberJanuary , 2005;2006, LG&E/KU entered into a Reliability Coordinator
Agreement (the “Reliability Coordinator Agreement”) with the Tennessee Valley Authority, a
NERC-certified reliability coordinator (the “Reliability Coordinator”), pursuant to which the
Reliability Coordinator will provide to LG&E/KU certain required reliability functions,
including seeurityreliability coordination, transmission planning and regional coordination,
identifying and-mandating-upgrades required to maintain reliability, providing non-binding
recommendations relating to economic transmission system upgrades, and administration of any
seams agreements to be entered by LG&E/KU;

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs. Effective On Transmission
Issued On: Oeteber72005January 10, 2006 Owner’s Exit from the

Midwest ISO



The LG&E Companies Substitute Original Sheet No.
FERC Electric Tariff, First Rev. Vol. 1

NOW THEREFORE, in consideration of the mutual promises contained herein, and other
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
the Parties hereby agree as follows:

Section 1 - Scope of Functions; Standards of Performance.

1.1 Functions. The ITO shall perform the functions described in Attachment A (the
“Functions”) during the Term in accordance with the terms and conditions of this Agreement.

1.2 Coordination with Reliability Coordinator. In conjunction with its performance
of the Functions, the ITO shall coordinate and cooperate with the Reliability Coordinator and
provide, subject to the terms and conditions of this Agreement, including the ITO’s obligations
with respect to Confidential Information in Section 10, any information that the Reliability
Coordinator may reasonably request in order to carry out its functions under the Reliability
Coordinator Agreement.

1.3 Expansion. Nothing in this Agreement is intended to prevent the ITO from
entering into other agreements with one or more third party transmission providers or operators
to perform functions for such transmission providers or operators that are the same or similar to
the Functions performed hereunder; provided, however, that the ITO does not breach any of its
obligations under this Agreement (including its obligations with respect to Confidential
Information in Section 10) by entering into or performing any of its obligations under such other
agreements; provided, further, that any such other agreements shall provide for LG&E/KU to be
reimbursed in an equitable manner for any capital expenditures made pursuant to this Agreement
as well as for LG&E/KU’s ongoing operations and maintenance expenditures to the extent such
capital expenditures and operations and maintenance expenditures are used by the ITO in
performing functions under such other agreements_as determin the ITO in it

discretion.

1.4  ITO Performance. The ITO shall perform its obligations (including the
Functions) under this Agreement in accordance with (a) Good Ultility Practice (as defined in the
OATT), (b) LG&E/KU’s specific requirements and operating guidelines (to the extent these are
not inconsistent with other requirements specified in this Section 1.4),} (c) the OATT, and (d) all
applicable laws and the requirements of federal and state regulatory authorities.

1.5 LG&E/KU Performance. LG&E/KU shall perform its obligations under this
Agreement in accordance with Good Utility Practice_and all applicable laws and th

requirements of federal and state regulatory authorities.

Section 2 - Independence.

2.1 KevlTO Personnel. All Functions shall be performed by employees of the ITO
identifiedin-AttachmentB-(the “KeylTO Personnel”). NeJeyA list of such ITO Personnel

shall be publicly posted on the ITO’s internet website. No ITO Personnel shall also be
employed by LG&E/KU or any of its Affiliates (as defined in 18 C.F.R. § 35.34(b)(3) of FERC’s

regulations). The ITO and the KkexITQO Personnel shall be, and shall remain throughout the
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Term, Independent (as defined below) of LG&E/KU, its Affiliates and any Tariff Participant (as
defined below). For purposes of this Agreement: (a) “Independent” shall mean that the ITO and
the keylTO Personnel are not subject to the control of LG&E/KU, its Affiliates or any Tariff
Participant, and have full decision-making authority to perform all Functions in accordance with
the provisions of this Agreement. Any KeyITQO Personnel owning securities in LG&E/KU, its
Affiliates or any Tariff Participant shall divest such securities within six (6) months of first being
assigned to perform such Functions, provided that nothing in this Section 2.1 shall be interpreted
or construed to preclude any such KexITO Personnel from indirectly owning securities issued by
LG&E/KU, its Affiliates or any Tariff Participant through a mutual fund or similar arrangement
(other than a fund or arrangement specifically targeted toward the electric industry or the electric
utility industry or any segment thereof) under which the keyITQ Personnel does not control the
purchase or sale of such securities. Participation by any KkeyITQ Personnel in a pension plan of
LG&E/KU, its Affiliates or any Tariff Participant shall not be deemed to be a direct financial
interest if the plan is a defined-benefit plan that does not involve the keylTO Personnel’s
ownership of the securities; (b) “Tariff Participant™ shall mean LG&E/KU Transmission System
customers, interconnection customers, wholesale customers, affected transmission providers, any
Market Participant (as defined in 18 C.F.R. § 35.34(a)(2) of FERC’s regulations) and similarly
qualified third parties within the LG&E/KU Control Area.

2.2 Standards of Conduct Treatment. All keyITO Personnel shall be treated, for
purposes of the FERC’s Standards of Conduct, as transmission employees. All restrictions
relating to information sharing and other relationships between merchant employees and
transmission employees shall apply to the keyITQ Personnel.

Section 3 - Compensation, Billing and Payment.

3.1  Compensation.

a L E/KU shall pay the IT n or before the start of each Contract
Year (a fined in tion 4.1 4 nsisting of for capital ts an
2 in ratin ts) for performan f the Function ring the Initial Term

The ITO agr that if at anv tim ring the Initial Term (a fin

in tion 4.1) it provi Ivi imilar to the Functions provi for herein to another
ntity, then th mpensation rate in tion 3.1(a) shall be renegotiat a n th
of the ITO systems.

mpensation for nt Terms (a fined in tion 4.1) shall

a n th mpensation for each Contract Year during the Initial Term and shall

2 mpensation After Termination. If L E/KU terminates this Agreement
fore the end of a Contract Year, then the ITO shall not licated to refund an
amounts pai L E/KU to the ITO a mpensation for servi rovi the IT
nder this Agreement. If, h r. the ITO terminates this Agreement before the end of a
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ntract Year or L E/KU and the ITO mutually agree to terminate this Agreement

fore the end of a Contract Year, then the ITO shall ligated to refund to L E/K
an amount al to the pr t of (a) any amounts pai L E/KU to the ITO a

mpensation for servi rovi the IT nder this Agreement during th ntract
Year in which this Agreement is terminated an the number of whole or partial month
remaining in th ntract Year divi twelve (12

Reimbursement of F In addition to th mpensation provi for in

Section 3.1, LG&E/KU shall reimburse the ITO for any additional costs associated with

Ivi not provi for in tion 1.1 which ma I ir L E/K

4 Pavments. All pavinent L E/KU to the ITO shall ma th
F ire transfer method to the ITO’s a nt in accordan ith wire instructions t

provided at a later date, and all such pavments shall be deemed received as of the date the
lectronic funds transfer to the ITQO’s a nt i m ffecti

——FCOMPENSAHON BHHANGAND PAYMENTPROVASIONS WAEEBE
NEGOHATED-WATFH-TFHEIFOH
The ITO shall provide L E/K ith one or mor ntact persons for pavment pur

and shall update such list of contact persons as necessary.

Section 4 - Effective Date; Term; Termination; Termination Fees; Transition
Assistance Services.

4.1 Effective Date; Term. This Agreement shall become effective on the date (the
“Effective Date”) which is thirty (30) days after FERC’s acceptance of this Agreement and shall
continue for an initial term of four (4) years from the Effective Date (the “Initial Term”). Each
twelve (12) month peri f the Initial Term will constitute a “Contract Year.” “Contract
Year 1” shall begin on the Effective Dat ntract Years 2. 3 and 4 shall consist of th
next three successive 12-month periods after Contract Year 1.After the conclusion of the
Initial Term, this Agreement shall automatically continue for successive additional one-year
terms (each, a “Subsequent Term”) unless and until terminated pursuant to the termination
provisions hereof. The Initial Term and any Subsequent Terms, together with the Transition
Assistance Period, if any, shall collectively be referred to as the “Term.”

4.2  Mutually-Agreed Termination. Subject to Section 4.5, this Agreement may be
terminated by mutual agreement of the Parties at any time during the Term-(etherthan-any

Fransition-Assistance Period).

4.3 Termination at End of Term. Subject to Section 4.5, either Party may terminate
this Agreement at the end of the Initial Term or any Subsequent Term upon six+{6éone hundred
eighty (180) menthsdays prior written notice to the other Party.

4.4 Termination for Cause.
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4.4.1 Termination by Either Party. Subject to Section 4.5, either Party may
terminate this Agreement effective immediately upon prior written notice thereof to the
other Party if:

(a) Material Failure or Default. The other Party fails, in any
material respect, to comply with, observe or perform, or defaults, in any material
respect, in the performance of the terms and conditions of this Agreement, and
such failure or default remains uncured for thirty (30) days after notice thereof,
provided that such failure or default is susceptible to cure and the other Party is
exercising reasonable diligence to cure such failure or default;

(b) Pattern of Failure. It determines, in its selereasonable
discretion, that there has been a pattern of failure by the other Party to comply
with the standards of performance required under this Agreement;

(©) Gross Negligence, Willful Misconduct or Fraud. The other
Party commits gross negligence, willful misconduct or fraud in the performance
of its obligations under this Agreement;

(d) Material Misrepresentation. Any representation made by
the other Party hereunder shall be false or incorrect in any material respect when
made and such misrepresentation is not cured within thirty (30) days of such
discovery or is incapable of cure;

(e) Bankruptcy. The other Party: (i) files a petition or
otherwise commences, authorizes or acquiesces in the commencement of a
proceeding or cause of action under any bankruptcy, insolvency, reorganization or
similar law, or has any such petition filed or commenced against it; (ii) makes an
assignment or any general arrangement for the benefit of creditors; (iii) otherwise
becomes bankrupt or insolvent (however evidenced); (iv) has a liquidator,
administrator, receiver, trustee, conservator or similar official appointed with
respect to it or any substantial portion of its property or assets; or (v) is generally
unable to pay its debts as they fall due; or

® Dissolution. The other Party dissolves or is dissolved or its
legal existence is otherwise terminated.

(g) Failuret tiate Amendment. The Parti

ar
unsuccessful in negotiating an amendment or amendments to this Agreement
pursuant to Section 17.7;

(h)  Regulatory Changes/Modifications. FERC, in a
for filing L E/KU's application to FERC in Docket ER06-20- an
E -4- at tober 7, 2 r in any other futur ket, makes an

material changes, modifications, additions, or deletions to this Agreement; or
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@) Extended Force Majeure. A Party is excused because of
Force Majeure (a fined in tion 11) for more than thir avs from

performing any of its material obligations under this Agreement.

4.4.2 Termination by LG&E/KU. Subject to Section 4.5, LG&E/KU may
terminate this Agreement effective immediately upon prior written notice thereof to the

ITO if FERC determines-that the ITO-isnotIndependentissues a final order that
lares that the I'TO lacks in ndence from LG&E/KU and the ITO cannot

tain in ndence in a reasonable manner or tim

4.5  FERC Approval. No termination of this Agreement shall be effective until
approved by FERC.

4.6  Return of Materials. Upon any termination of this Agreement or the conclusion
of any Transition Assistance Period pursuant to Section 4.8.1, whichever is later, the ITO shall
timely and orderly turn over to LG&E/KU all materials that were prepared or developed prior
thereto pursuant to this Agreement, and return or destroy, at the option of LG&E/KU, all Data
and other information supplied by LG&E/KU to the ITO or created by the ITO on behalf of
LG&E/KU.

4.7  Survival. All provisions of this Agreement which are by their nature or terms
intended to survive the termination of this Agreement, including the obligations set forth in
Section 7 and Section 10, shall survive termination of this Agreement.

4.8 Transition Assistance Services.

4.8.1 Transition Assistance Period. Commencing on the date this Agreement is
effectively terminated according t tion 4.5 of this Agreement and continuing for
up to six+6)menthsone hundred eighty (180) days thereafter (the “Transition
Assistance Period”), the ITO shall (a) provide the Functions (and any replacements
thereof or substitutions therefor), to the extent LG&E/KU requests such Functions to be
performed during the Transition Assistance Period, and (b) cooperate with LG&E/KU in
the transfer of the Functions (collectively, the “Transition Assistance Services”).

4.8.2 482—Transition Assistance Services. The ITO shall, upon LG&E/KU’s
request, provide the Transition Assistance Services during the Transition Assistance
Period at the 11O s-aetual-costforsuchservicesa cost to be negotiated and mutually
agreed to at that time. The quality and level of performance of the Functions by the
ITO during the Transition Assistance Period shall not be degraded. After the expiration
of the Transition Assistance Period, the ITO shall answer questions from LG&E/KU
regarding the Functions on an “as needed” basis at the ITO’s then-standard billing rates.

483 438 ITO Personnel. During the Transition Assistance Period, the

ITO shall not terminate, reassign or otherwise remove any keylTQ Personnel without
providing LG&E/KU thirty (30) days’ prior notice of such termination, reassignment or
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removal unless such employee (a) voluntarily resigns from the ITO, (b) is dismissed by
the ITO for cause, or (c) dies or is unable to work due to his or her disability.

Section 5 - Data Management.

5.1 Supply of Data. During the Term, LG&E/KU shall supply to the ITO, and/or
grant the ITO access to all Data that the ITO reasonably requires to perform the Functions. The
Parties shall agree upon the initial format and manner in which such Data shall be provided. For
purposes of this Agreement, “Data” means all information, text, drawings, diagrams, images or
sounds which are embodied in any electronic or tangible medium and which (a) are supplied or
in respect of which access is granted to the ITO by LG&E/KU under this Agreement, which shall
be LG&E/KU’s Data, (b) are prepared, stored or transmitted by the ITO solely on behalf of
LG&E/KU, which shall be LG&E/KU’s Data; or (c) are compiled by the ITO by aggregating
Data owned by LG&E/KU and Data owned by third parties, which shall be ITO’s Data.

5.2 Property of Each Party. Each Party acknowledges that the other Party’s Data and
the other Party’s software, base data models and operating procedures for software or base data
models (“Processes”) are the property of such other Party and agrees that it will do nothing
inconsistent with such ownership, including preserving all intellectual property and/or
proprietary rights in such other Party’s Data and Processes as provided in Section 6.

5.3 Data Integrity. Each Party shall reasonably assist the other Party in establishing
measures to preserve the integrity and prevent any corruption or loss of Data, and the Parties
shall reasonably assist each other in the recovery of any corrupted or lost Data. Each Party shall
reasonably retain and preserve any of the other Party’s Essential Data that are supplied to it

during the Term;-and, _“Essential Data” means any Data that is reasonably required to
perform the Functions under this Agreement and that must be retained and preserved

according to any applicable law, regulation, reliability criteria, or tility Practi
Each Party shall exercise commercially reasonable efforts to preserve the integrity of the other
Party’s Data that are supplied to it during the Term, in order to prevent any corruption or loss of
the other Party’s Data.

54  Confidentiality. Each Party’s Data shall be treated as Confidential Information in
accordance with the provisions of Section 10.

Section 6 - Intellectual Property.

6.1 Pre-Existing Intellectual Property. Each Party shall own (and continue to own) all
trade secrets, Processes and designs and other intellectual property that it owned prior to entering
this Agreement, including any enhancements thereto (“Pre-Existing Intellectual Property™).

Each Party acknowledges the ownership of the other Party’s Pre-Existing Intellectual Property
and agrees that it will do nothing inconsistent with such ownership. Each Party agrees that
nothing in this Agreement shall give it any right, title or interest in the other Party’s Pre-Existing
Intellectual Property, other than the rights set forth in this Agreement. The ITO’s Pre-Existing
Intellectual Property shall include the ITO Retained Rights set forth in Section 6.3. LG&E/KU’s
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Pre-Existing Intellectual Property shall include LG&E/KU Retained Rights set forth in Section
6.4.

6.1.1 Exclusion. Nothing in this Agreement shall prevent either Party from
using general techniques, ideas, concepts and know-how gained by its employees during
the performance of its obligations under this Agreement in the furtherance of its normal
business, to the extent that it does not result in disclosure of the other Party’s Data or any
data generated from the other Party’s Data or other Confidential Information or an
infringement by LG&E/KU or the ITO of any intellectual property right. For the
avoidance of doubt, the use by a Party of such general techniques, ideas, concepts and
know-how gained by its employees during the performance of its obligations under this
Agreement shall not be deemed to be an infringement of the other Party’s intellectual
property rights so long as such matters are retained in the unaided memories of such
employees and any Confidential Information is treated in accordance with the provisions
of Section 10.

6.2  Jointly-Owned Intellectual Property. Except for the Data described in Section
5.1, all deliverables, whether software or otherwise, to the extent originated and prepared by the
ITO exclusively in connection with the performance of its obligations under this Agreement shall
be, upon payment of all amounts that may be due from LG&E/KU to the ITO, jointly owned by
LG&E/KU and ITO (“Jointly-Owned Intellectual Property””). Each Party shall have the right to
use the Jointly-Owned Intellectual Property without any right or duty or accounting to the other
Party, except as provided in this Section 6.2. Upon the ITO using, transferring or licensing
Jointly-Owned Intellectual Property for or to a third party, the ITO shall reimburse LG&E/KU in
an equitable manner as determined by the Parties in good faith for the actual amounts paid by
LG&E/KU to the ITO that relate to such Jointly-Owned Intellectual Property. Except as stated
in the foregoing sentence, the ITO shall have no other obligation to account to LG&E/KU for
any such use, transfer, license, disclosure, copying, modifying or enhancing of the Jointly-
Owned Intellectual Property. Notwithstanding anything herein to the contrary, LG&E/KU may
use the Jointly-Owned Intellectual Property for its internal business purposes, including licensing
or transferring its interests therein to a third party for purposes of operating or performing
functions in connection with LG&E/KU’s transmission business.

6.3  ITO Retained Rights. The ITO shall retain all right, title and interest in its
proprietary know-how, concepts, techniques, processes, materials and information that were or
are developed entirely independently of this Agreement (“ITO Retained Rights”), whether or not
such ITO Retained Rights are embodied in a deliverable, whether software or otherwise
originated and prepared by the ITO in connection with the performance of its obligations under
this Agreement. With respect to the ITO Retained Rights embodied in any deliverable, whether
software or otherwise originated and prepared by the ITO in connection with the performance of
its obligations under this Agreement, LG&E/KU is hereby granted a nonexclusive, perpetual,
worldwide, royalty-free, fully paid-up license under such ITO Retained Rights to use such
deliverable for LG&E/KU’s internal business purposes only, including licensing or transferring
its interests therein to an Affiliate of LG&E/KU or a third party for purposes of operating or
performing functions in connection with LG&E/KU’s transmission business.
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6.4  LG&E/KU Retained Rights. LG&E/KU shall retain all right, title and interest in
its proprietary know-how, concepts, techniques, processes, materials and information that were
or are developed entirely independently of this Agreement (“LG&E/KU Retained Rights™),
whether or not such LG&E/KU Retained Rights are embodied in a deliverable, whether software
or otherwise originated and prepared by LG&E/KU in connection with the performance of its
obligations under this Agreement. With respect to LG&E/KU Retained Rights embodied in any
software or otherwise originated and prepared by LG&E/KU in connection with the performance
of its obligations under this Agreement, the ITO is hereby granted a nonexclusive, worldwide,
royalty-free, fully paid-up license under such LG&E/KU Retained Rights to use such deliverable
for the ITO’s performance of its obligations under this Agreement only; provided that
LG&E/KU shall not be liable in any way for the use of or reliance on such ITO Retained Rights
by the ITO’s Affiliate or third party for any purpose whatsoever.

6.5  ITO Non-Infringement; Indemnification. The ITO warrants to LG&E/KU that, to
its knowledge, all ITO’s Data and Processes, ITO Pre-Existing Intellectual Property, ITO
Retained Rights, and deliverables prepared, produced or first developed by the ITO in
connection with the performance of its obligations under this Agreement shall not infringe on
any third party patent, copyright, trade secret or other third party proprietary rights. The ITO
shall defend, hold harmless and indemnify LG&E/KU and its Affiliates and their respective
employees, officers, directors, principals, owners, partners, shareholders, agents, representatives,
consultants and subcontractors (collectively, “LG&E/KU Representatives”) from and against all
claims, lawsuits, penalties, awards, judgments, court arbitration costs, attorneys’ fees, and other
reasonable out-of-pocket costs incurred in connection with such claims or lawsuits based upon
the actual or alleged infringement of any of the foregoing rights; provided that LG&E/KU gives
prompt written notice of any such claim or action to the ITO, permits the ITO to control the
defense of any such claim or action with counsel of its choice, and cooperates with the ITO in
the defense thereof; and further provided that such claim or action is not based on any alteration,
modification or combination of the deliverable with any item, information or process not
provided by the ITO, where there would be no infringement in the absence of such alteration,
modification or combination. If any infringement action results in a final injunction against
LG&E/KU or the LG&E/KU Representatives with respect to ITO’s Data and Processes, ITO
Pre-Existing Intellectual Property, ITO Retained Rights or deliverables prepared, produced or
first developed by the ITO in connection with the performance of its obligations under this
Agreement or in the event the use of such matters or any part thereof, is, in such lawsuit, held to
constitute infringement, the ITO agrees that it shall, at its option and sole expense, either (a)
procure for LG&E/KU or the LG&E/KU Representatives the right to continue using the
infringing matter, or (b) replace the infringing matter with non-infringing items of equivalent
functionality or modify the same so that it becomes non-infringing and retains its full
functionality. If the ITO is unable to accomplish (a) or (b) above, the ITO shall reimburse
LG&E/KU for all costs and fees paid by LG&E/KU to the ITO for the infringing matter. The
above constitutes the ITO’s complete liability for claims of infringement relating to any of the
ITO’s Data and Processes, ITO Pre-Existing Intellectual Property, ITO Retained Rights and
deliverables prepared, produced or first developed by the ITO in connection with the
performance of its obligations under this Agreement.
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6.6 LG&E/KU Non-Infringement; Indemnification. LG&E/KU warrants to the ITO
that, to its knowledge, all LG&E/KU’s Data (except for Data created by the ITO on behalf of
LG&E/KU) and Processes, LG&E/KU Pre-Existing Intellectual Property, and LG&E/KU
Retained Rights shall not infringe on any third party patent, copyright, trade secret or other third
party proprietary rights. LG&E/KU shall defend, hold harmless and indemnify the ITO and its
Affiliates and their respective employees, officers, directors, principals, owners, partners,
shareholders, agents, representatives, consultants and subcontractors against all claims, lawsuits,
penalties, awards, judgments, court costs, and arbitration costs, attorneys’ fees, and other
reasonable out-of-pocket costs incurred in connection with such claims or lawsuits based upon
the actual or alleged infringement of any of the foregoing rights; provided that the ITO gives
prompt written notice of any such claim or action to LG&E/KU, permits LG&E/KU to control
the defense of any such claim or action with counsel of its choice, and cooperates with
LG&E/KU in the defense thereof; and further provided that such claim or action is not based on
any alteration, modification or combination of the deliverable with any item, information or
process not provided by LG&E/KU to the ITO, where there would be no infringement in the
absence of such alteration, modification or combination. The above constitutes LG&E/KU’s
complete liability for claims of infringement relating to any of the LG&E/KU’s Data and
Processes, LG&E/KU Pre-Existing Intellectual Property and LG&E/KU Retained Rights.

Section 7 - Indemnification.

7.1 LG&E/KU Indemnification i « . ’
LG&E/KU shall indemnify, release, defend, reimburse and hold harmless the etherPartyITQ Q

and its Affiliates;and-theirrespeetive-directors, officers, employees, principals, representatives
and agents (collectively, the “I'TO Indemnified Parties™) from and against any and all claims

(including claims of bodily injury or death of any person or damage to real and/or tangible
personal property), demands, liabilities, losses, causes of action, awards, fines, penalties,
litigation, administrative proceedings and investigations, costs and expenses, and attorney fees
(each, an “Indemnifiable Loss”) asserted against or incurred by any of the ITO Indemnified

Partles arlslng out of resultmg from or based upon éaé—a—bfeaeh—b{yhﬂ&%LHdemm-{%Lm-g—PafW—e#}ts

te—real—aﬂd#er—taf@blepemeﬂal—pfeperwth IT rforming its obligations pursuant to thi

Agreement i h I, that in n nt shall LG&E/K ligated to indemnif
relea fend. reim r hold harmless the ITO Indemnified Parties from and against
any Inggmnlﬁgg ggg ghlgh is caused by the & neghgence or w111fu1 mlsconduct of the
p%me&pa%s—rep%esen%&twes—agems—e%eeﬂ&&etefs-dﬁﬁmg—thﬁefm n ITg; Inggmnlﬁgg Partx
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2 ITO Indemnification. The ITO shall indemnify, relea fend, reimbur
and hold harmless LG&E/KU and its directors, officers, emplovees, principals, representatives
and agent llectively, the “L E/KU Indemnified Parties”) from and against any an
all Indemnifiable L asserted against or incurr any of the L E/KU Indemnifi

Parties arising out of, resulting from or based upon the gross negligence or willful

miscon t of an ITO Indemnified Part

7:2-7.3 No Consequential Damages. Neither Party shall be liable to the other Party foss

nor-will- the-measure-of damagesinelude;under this Agreement ay of indemnification
damages or otherwise) for any indirect, incidental, exemplary, punitive, special or
consequential damages, except in the case of its gross negligence or willful misconduct.

73- 7.4 Cooperation Regarding Claims. If an Indemnified Party (which for purposes of this

tion 7.4 shall mean an ITO Indemnified Party and a LG&E/KU Indemnified Part
receives notice or has knowledge of any Indemnifiable Loss that may result in a claim for
indemnification by such Indemnified Party against an Indemnifying Party_ (which for purposes
of this Section 7.4 shall mean LG&E/KU or the ITO) pursuant to this Section 7, such
Indemnified Party shall as promptly as possible give the Indemnifying Party notice of such
Indemnifiable Loss, including a reasonably detailed description of the facts and circumstances
relating to such Indemnifiable Loss, a complete copy of all notices, pleadings and other papers
related thereto, and in reasonable detail the basis for its claim for indemnification with respect
thereto. Failure to promptly give such notice or to provide such information and documents shall
not relieve the Indemnifying Party from the obligation hereunder to respond to or defend the
Indemnified Party against such Indemnifiable Loss unless such failure shall materially diminish
the ability of the Indemnifying Party to respond to or to defend the Indemnified Party against
such Indemnifiable Loss. The Indemnifying Party, upon its acknowledgment in writing of its
obligation to indemnify the Indemnified Party in accordance with this Section %7 and subject to
Section 7.5, shall be entitled to assume the defense or to represent the interest of the Indemnified
Party with respect to such Indemnifiable Loss, which shall include the right to select and direct
legal counsel and other consultants, appear in proceedings on behalf of such Indemnified Party
and to propose, accept or reject offers of settlement, all at its sole cost. If and to the extent that
any such settlement is reasonably likely to involve injunctive, equitable or prospective relief or
materially and adversely affect the Indemnified Party’s business or operations other than as a
result of money damages or other money payments, then such settlement will be subject to the
reasonable approval of the Indemnified Party. Nothing herein shall prevent an Indemnified Party
from retaining its own legal counsel and other consultants and participating in its own defense at
its own cost and expense.

takeholders Management Meetin ithin fi avs after the IT
rovi notice to L E/KU of an Indemnifiable L hich, for pur f thi tion
hall not incl Indemnifiable L lely involving monetary dama rsuant t

tion 7.4, the ITO shall hold a meeting (“Stakeholders Management Meeting”) with all
interest takeholders (including L E/KU) to di an licit input an
recommendations from all interest takeholders on how the ITO should r nd to th
Indemnifiable L The ITO ma nsider but shall not licated to adopt or foll

the recommendations of the interested stakeholders.
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Section 8 - Contract Managers; Dispute Resolution.

8.1 LG&E/KU Contract Manager. LG&E/KU shall appoint an individual (the
“LG&E/KU Contract Manager”) who shall serve as the primary LG&E/KU representative under
this Agreement. The LG&E/KU Contract Manager shall (a) have overall responsibility for
managing and coordinating the performance of LG&E/KU’s obligations under this Agreement,
and (b) be authorized to act for and on behalf of LG&E/KU with respect to all matters relating to
this Agreement. Notwithstanding the foregoing, the LG&E/KU Contract Manager may, upon
notice to the ITO, delegate such of his or her responsibilities to other LG&E/KU employees, as
the LG&E/KU Contract Manager deems appropriate.

8.2  ITO Contract Manager. The ITO shall appoint, among the keyITQ Personnel
identifiedn-AttachmentB, an individual (the “ITO Contract Manager”) who shall serve as the
primary ITO representative under this Agreement. The ITO Contract Manager shall (a) have
overall responsibility for managing and coordinating the performance of ITO obligations under
this Agreement, and (b) be authorized to act for and on behalf of the ITO with respect to all
matters relating to this Agreement. Notwithstanding the foregoing, the ITO Contract Manager
may, upon notice to LG&E/KU, delegate such of his or her responsibilities to other keylTOQ
Personnel, as the ITO Contract Manager deems appropriate.

8.3  Resolution of Disputes. Any dispute, claim or controversy between the Parties
arising out of or relating to this Agreement (each, a “Dispute”) shall be resolved in accordance
with the procedures set forth in this Section 8.3; provided, however, that this Section 8.3 shall
not apply to Disputes arising from or relating to (a) confidentiality or intellectual property rights,
¢in which case either Party shall be free to seek available legal or equitable remedies), or (b)
all iolations of the OATT, in which case either Party shall be free to bring the Disput
to FERC.

8.3.1 Notice of Dispute. Each Party shall provide written notice to the other
party of any Dispute, including a description of the nature of the Dispute.

8.3.2 Dispute Resolution by Contract Managers. Any Dispute shall first be
referred to the LG&E/KU Contract Manager and the ITO Contract Manager, who shall
negotiate in good faith to resolve the Dispute.

8.3.3 Dispute Resolution by Executive Management Representatives. If the
Dispute is not resolved within fifteen (15) days of being referred to the LG&E/KU
Contract Manager and the ITO Contract Manager pursuant to Section 8.3.2, then each
Party shall have five (5) days to appoint an executive management representative who
shall negotiate in good faith to resolve the Dispute.

8.3.4 Dispute Resolution by Mediation. If the Parties’ executive
management representatives are unable to resolve the Dispute within thirty (30) days
of their appointment, the Parties shall proceed in good faith to submit the matter to
a mediator mutually acceptable to the Parties. The Parties will share equally in the

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs. Effective On Transmission
Issued On: Oeteber72005January 10, 2006 Owner’s Exit from the

Midwest ISO



The LG&E Companies Substitute Original Sheet No.
FERC Electric Tariff, First Rev. Vol. 1

t of h mediation, which will n ted in accordan ith th mmercial
Mediation Rul f the American Arbitration A jiation and anyv applicable FER
regulations.

8.3.5 Exercise of Remedies at Law or in Equity. If the Parties>exeeutive
managementrepresentatives are unable to resolve the Dispute within thirty (30) days ef
theirafter the appointment;_of a mediator pursuant t tion 8.3.4, then each Party

shall be free to pursue any remedies available to it and to take any action in law or equity
that it believes necessary or convenient in order to enforce its rights or cause to be
fulfilled any of the obligations or agreements of the other Party.

8.4  Rights Under FPA Unaffected. Nothing in this Agreement is intended to limit or
abridge any rights that LG&E/KU may have to file or make application before FERC under
Section 205 of the Federal Power Act to revise any rates, terms or conditions of the OATT.

8.5 Statute of Limitations; Continued Performance. The Parties agree to waive the
applicable statute of limitations during the period of time that the Parties are seeking to resolve a
Dispute pursuant to Seettons8-3-2-and-8-3-3-Section 8.3, and the statute of limitations shall be
tolled for such period. The Parties shall continue to perform their obligations under this
Agreement during the resolution of a Dispute.
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Section 9 - Insurance.

9.1 Requirements. The ITO shall provide and maintain during the Term insurance
coverage in the form and with minimum limits of liability as specified below, unless otherwise
agreed to by the Parties.

9.1.1 Worker’s compensation insurance with statutory limits, and employer’s
liability insurance with limits of not less than $1,000,000.

9.1.2 Commercial general liability or equivalent insurance with a combined
single limit of not less than $+6;066,6001,000,000 per occurrence. Such insurance shall
include products/completed operations liability, owners protective, blanket contractual
liability, personal injury liability and broad form property damage.

9.1.3 Comprehensive automobile liability insurance with a combined single
limit of not less than $2;600;0661,000,000 per occurrence. Such insurance shall include
coverage for owned, hired and non-owned automobiles, and contractual liability.

9.1.4 Errors & Omissions Insurance in the amount of $5,000,000.

9.2  Insurance Matters. All insurance coverages required pursuant to Section 9.1 shall
(a) be provided by insurance companies that have a Best Rating of A or higher, (b) provide that
LG&E/KU is an additional insured (other than the workers’ compensation insurance), (c)
provide that LG&E/KU will receive at least thirty (30) days written notice from the #stererITQ
prior to the cancellation or termination of or any material change in any such insurance
coverages, and (d) include waivers of any right of subrogation of the insurers thereunder against
LG&E/KU. Certificates of insurance evidencing that the insurance required by Section 9.1 is in
force shall be delivered by the ITO to LG&E/KU prior to the Effective Date.

9.3  Compliance. The ITO shall not commence performance of any Functions until all
of the insurance required pursuant to Section 9.1 is in force, and the necessary documents have
been received by LG&E/KU pursuant to Section 9.2. Compliance with the insurance provisions
in Section 9 is expressly made a condition precedent to the obligation of LG&E/KU to make
payment for any Functions performed by the ITO under this Agreement. The minimum
insurance requirements set forth above shall not vary, limit or waive the ITO’s legal or
contractual responsibilities or liabilities under this Agreement.

Section 10 - Confidentiality.

10.1  Definition of Confidential Information. For purposes of this Agreement,
“Confidential Information” shall mean, in respect of each Party, all information and
documentation of such Party, whether disclosed to or accessed by the other Party in connection
with this Agreement; provided, however, that the term “Confidential information” shall not
include information that: (a) is independently developed by the recipient, as demonstrated by the
recipient’s written records, without violating the disclosing Party’s proprietary rights; (b) is or
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becomes publicly known (other than through unauthorized disclosure); (¢) is disclosed by the
owner of such information to a third party free of any obligation of confidentiality; (d) is already
known by the recipient at the time of disclosure, as demonstrated by the recipient’s written
records, and the recipient has no obligation of confidentiality other than pursuant to this
Agreement or any confidentiality agreements between the Parties entered into before the
Effective Date; or (e) is rightfully received by a Party free of any obligation of confidentiality.

10.2  Protection of Confidential Information. All Confidential Information shall be
held in confidence by the recipient to the same extent and in at least the same manner as the
recipient protects its own confidential information, and such Confidential Information shall be
used only for purposes of performing obligations under this Agreement. Neither Party shall
disclose, publish, release, transfer or otherwise make available Confidential Information of, or
obtained from, the other Party in any form to, or for the use or benefit of, any person or entity
without the disclosing Party’s prior written consent. Each Party shall be permitted to disclose
relevant aspects of the other Party’s Confidential Information to its officers, directors, agents,
professional advisors, contractors, subcontractors and employees and to the officers, directors,
agents, professional advisors, contractors, subcontractors and employees of its Affiliates, to the
extent that such disclosure is reasonably necessary for the performance of its duties and
obligations or the determination, preservation or exercise of its rights and remedies under this
Agreement; provided, however, that the recipient shall take all reasonable measures to ensure
that Confidential Information of the disclosing Party is not disclosed or duplicated in
contravention of the provisions of this Agreement by such officers, directors, agents,
professional advisors, contractors, subcontractors and employees. The obligations in this Section
10 shall not restrict any disclosure pursuant to any local, state or federal governmental agency or
authority if such release is necessary to comply with valid laws, governmental regulations or
final orders of regulatory bodies or courts; provided that the recipient shall give prompt notice to
the disclosing Party in reasonable time to exercise whatever legal rights the disclosing Party may
have to prevent or limit such disclosure. Further, the recipient shall cooperate with the
disclosing Party in preventing or limiting such disclosure.

Section 11 - Force Majeure.

11.1  Neither Party shall be liable to the other Party for any failure or delay of
performance hereunder due to causes beyond such Party’s reasonable control, which by the
exercise of reasonable due diligence such Party is unable, in whole or in part, to prevent or
overcome (a “Force Majeure”), including acts of God, act of the public enemy, fire, explosion,
vandalism, cable cut, storm or other catastrophes, weather impediments, national emergency,
insurrections, riots, wars or any law, order, regulation, direction, action or request of any
government or authority or instrumentality thereof. Neither Party shall be considered in default
as to any obligation under this Agreement if prevented from fulfilling the obligation due to an
event of Force Majeure, except for the obligation to pay any amount when due, provided that the
affected Party:

11.1.1 gives notice to the other Party of the event or circumstance giving rise to
the event of Force Majeure;
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11.1.2 affords the other Party reasonable access to information about the event or
circumstances giving rise to the event of Force Majeure;

11.1.3 takes commercially reasonable steps to restore its ability to perform its
obligations hereunder as soon as reasonably practicable, provided that the affected Party
shall not be obligated to take any steps that are not otherwise in accordance with Good
Utility Practice; and

11.1.4 exercises commercially reasonable efforts to perform its obligations
hereunder.

Section 12 - Reporting; Audit.

12.1  Reporting. The ITO shall make regular reports to FERC and LG&E/KU’s retail
regulators as may be required by applicable law and regulations or as may be requested by such
authorities.

12.2  Books and Records. The ITO shall maintain full and accurate books and records
pertinent to this Agreement, and the ITO shall maintain such books and records for three (3)
years following the expiration or early termination of this Agreement or longer if necessary to
resolve a pending Dispute. LG&E/KU will have the right, at reasonable times and under
reasonable conditions, to inspect and audit, or have an independent third party inspect and audit,
the ITO’s operations and books to (a) ensure compliance with this Agreement, (b) verify any cost
claims or other amounts due hereunder, and (c) validate the ITO’s internal controls with respect
to the performance of the Functions. The ITO shall maintain an audit trail, including all original
transaction records, of all financial and non-financial transactions resulting from or arising in
connection with this Agreement as may be necessary to enable LG&E/KU or the independent
third party, as applicable, to perform the foregoing activities. LG&E/KU shall be responsible for
any costs and expenses incurred in connection with any such inspection or audit, unless such
inspection or audit discovers that LG&E/KU was charged inappropriate or incorrect costs and
expenses, in which case, the ITO shall be responsible for a percentage of the costs and expenses
incurred in connection with such inspection or audit equal to the percentage variance by which
LG&E/KU was charged inappropriate or incorrect costs and expenses. The ITO shall provide
reasonable assistance necessary to enable LG&E/KU or an independent third party, as
applicable, and shall not be entitled to charge LG&E/KU for any such assistance. Amounts
incorrectly or inappropriately invoiced by the ITO to LG&E/KU, whether discovered prior to or
subsequent to payment by LG&E/KU, shall be adjusted or reimbursed to LG&E/KU by the ITO
within twenty (20) days of notification by LG&E/KU to the ITO of the error in the invoice.

12.3  Regulatory Compliance. The ITO shall comply with all requests by LG&E/KU to

the extent considered reasonably necessary by LG&E/KU to comply with the Sarbanes-Oxley
Act or other regulatory requrrements Ne%&hs@&nd—mg—th&geﬂerak&e#&%feregemg—ﬂ&%ﬂ@
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effectiveness-of the ITOcontrolsand of LG&EK I sinternal controlsinasmuch as Southwest

P r Pool, Inc. (“SPP”), in its role as a Regional Transmission Organization, currentl
rforms an audit of its controls with regard to the Sarbanes-Oxley Act, no additional

audit will be n ary to satisfv the requirements of the Sarbanes-Oxlev Act. SPP, in it

function as the IT ill incl all IT r and pr res in it rrent audit
H I, it is noted that the audit perform PP i rrentlv ba n pr res an
r found in the SPP nA Transmission Tariff, If an additional audit or

material changes to the current audit are r ted, then the ITO will perform such
additional audit or include such material changes under a separate contractual
arrangement with LG&E/KU. In addition, the ITO expressly agrees that prior to or at the time
of any significant or material change to any internal process or financial control of the ITO that
would or might impact the Functions performed for or on behalf of LG&E/KU or that would, or
might, have a significant or material effect on such process’s mitigation of risk or upon the
integrity of LG&E/KU’s financial reporting or disclosures, it shall notify LG&E/KU and provide
full details of the change so as to enable LG&E/KU to review the change and evaluate its impact
on its internal controls and financial reporting. LG&E/KU shall have the right to provide all
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such reports, opinions and certifications which are pr ring the SPP audit an
delivered hereunder to #sLG&E/KU’s attorneys, accountants and other advisors, who shall be
entitled to rely thereon.

Section 13 - Independent Contractor.

The ITO shall be and remain during the Term an independent contractor with respect to
LG&E/KU, and nothing contained in this Agreement shall be (a) construed as inconsistent with
that status, or (b) deemed or construed to create the relationship of principal and agent or
employer and employee, between the ITO and LG&E/KU or to make either the ITO or
LG&E/KU partners, joint ventures, principals, fiduciaries, agents or employees of the other Party
for any purpose. Neither Party shall represent itself to be an agent, partner or representative of
the other Party. Neither Party shall commit or bind, nor be authorized to commit or bind, the
other Party in any manner, without such other Party’s prior written consent. Personnel
employed, provided or used by any Party in connection herewith will not be employees of the
other Party in any respect. Each Party shall have full responsibility for the actions or omissions
of its employees and shall be responsible for their supervision, direction and control.

Section 14 - Taxes.

Each Party shall be responsible for the payment of its own taxes, including taxes based on
its net income, employment taxes of its employees, taxes on any property it owns or leases, and
sales, use, gross receipts, excise, value-added or other transaction taxes.

Section 15 - Notices.

15.1 Notices. All notices, requests, consents and other communications hereunder
shall be in writing, signed by the Party giving such notice or communication, and shall be hand-
delivered or sent by certified mail, postage prepaid, return receipt requested, by nationally
recognized courier, to the other Party at the address set forth below, and shall be deemed given
upon the earlier of the date delivered or the date delivery is refused.
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If to LG&E/KU:

Louisville Gas and Electric Company

Mark Johnson

119 North 3" Street

Louisville, Kentucky 40202

Facsimile: (—502) 627-4716
And

Kentucky Utilities Company

Mark Johnson
rEl
11 rth treet

Louisville, Kentucky 40202
Facsimile: (—502) 627-4716

If to the ITO:

Southwest Power Pool, Inc.

Mr. Bruce Rew

Executive Director ntract Servi
41 McKinl ite 14

Little Rock, Arkansas 722

Facsimile: (—501) 664-9553

15.2 Changes. Either Party may, from time to time, change the names, addresses,
facsimile numbers or other notice information set out in Section 15.1 by notice to the other Party
in accordance with the requirements of Section 15.1.

Section 16 - KeyITO Personnel; Work Conditions.

16.1 KevITO Personnel. All KexITO Personnel shall be properly certified and
licensed, if required by law_or regulation, and be qualified and competent to perform the
Functions.—Fh O-shattprovide 22 for-witttenotiee-oftherep

Personnel:

16.2  Conduct of Xey¥ITO Personnel and Reporting. The ITO agrees to require that the
KeyITQ Personnel comply with the ITO’s employee code of conduct, a current copy of which

has been provided to LG&E/KU. The ITO may amend its employee code of conduct at any
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time, provided that the ITO shall promptly provide the LG&E/KU Contract Manager with a copy
of the amended employee code of conduct. If any keyITO Personnel commits fraud or engages
in material violation of the ITO’s employee code of conduct, the ITO shall promptly notify
LG&E/KU as provided above and promptly remove any such ¥keyITO Personnel from the
performance of the Functions.

16.3  Personnel Screening. The ITO shall be responsible for conducting, in accordance
with applicable law (including the Fair Credit Reporting Act, The Fair and Accurate Credit
Transactions Act, and Title VII of the Civil Rights Act of 1964), adequate pre-deployment
screening of the keylTO Personnel prior to commencing performance of the Functions. By
deploying ¥eyITO Personnel under this Agreement, the ITO represents that it has completed the
Screening Measures (as defined below) with respect to such keyITO Personnel. To the extent
permitted by applicable law, the term “Screening Measures” shall include, at a minimum, a
background check including: (a) a Terrorist Watch Database Search; (b) a Social Security
Number trace; (c) motor vehicle license and-drivingreeerd-check; and (d) a criminal history
check, including, a criminal record check for each county/city and state/country in the
employee’s residence history for the maximum number of years permitted by law, up to seven
(7) years. Unless prohibited by law, if, prior to or after assigning a kexITO Personnel to
perform the Functions, the ITO learns of any information that the ITO considers would adversely
affect such keylTQ Personnel’s suitability for the performance of the Functions (including
based on information discovered from the Screening Measures), the ITO shall not assign the
KeylTO Personnel to the Functions or, if already assigned, promptly remove such kexITO
Personnel from performing the Functions and immediately notify LG&E/KU of such action.

16.4  Security. EG&EAKUYEach Party shall have the option of barring from
EG&E/AKUthat Party’s property any keyLG&E/KU or ITO Personnel whom EG&EAKYthe

Party determines is not suitable in accordance with the applicable laws pursuant to Sections 16.1
through 16.3.

Section 17 - Miscellaneous Provisions.
17.1 Governing Law. This Agreement and the rights and obligations of the Parties

hereunder shall be governed by and construed in accordance with the laws of Kentucky, without
giving effect to its conflicts of law rules.

17.2  Consent to Jurisdiction. All Disputes by any Party in connection with or relating
to this Agreement or any matters described or contemplated in this Agreement shall be instituted
in the courts of the StateCommonwealth of Kentucky or of the United States sitting in the
StateCommonwealth of Kentucky. Each Party irrevocably submits, for itself and its properties,
to the exclusive jurisdiction of the courts of the StateCommonwealth of Kentucky and of the
United States sitting in the StateCommonwealth of Kentucky in connection with any such
Dispute. Each Party irrevocably and unconditionally waives any objection or defense that it may
have based on improper venue or forum non conveniens to the conduct of any proceeding in any
such courts. This provision does not adversely affect FERC’s jurisdiction of this Agreement.
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17.3 Amendment. This Agreement shall not be varied or amended unless such
variation or amendment is agreed to by the Parties in writing and accepted by FERC. The Parties
explicitly agree that neither Party shall unilaterally petition to FERC pursuant to the provisions
of Sections 205 or 206 of the Federal Power Act to amend this Agreement or to request that
FERC initiate its own proceeding to amend this Agreement.

17.4  Assignment. Any assignment of this Agreement or any interest herein or
delegation of all or any portion of a Party’s obligations, by operation of law or otherwise, by
either Party without the other Party’s prior written consent shall be void and of no effect;
provided, however, that the ITO’s consent will not be required for LG&E/KU to assign this
Agreement to (a) an affiliate or (b) a successor entity that acquires all or substantially all of
LG&E/KU’s Transmission System whether by merger, consolidation, reorganization, sale, spin-
off or foreclosure; provided, further, that such successor entity (a) agrees to assume all of
LG&E/KU’s obligations hereunder from and after the date of such assignment_and (b) has the
legal authority and operational ability to satisfy the obligations under this Agreement. Asa
condition to the effectiveness of such assignment (i) LG&E/KU shall promptly notify the ITO of
such assignment, (ii) the successor entity shall provide a confirmation to the ITO of its
assumption of LG&E/KU’s obligations hereunder, and (iii) LG&E/KU shall promptly reimburse
the ITO, upon receipt of an invoice from the ITO, for any one-time incremental costs reasonably
incurred by the ITO as a result of such assignment. For the avoidance of doubt, nothing herein
shall preclude LG&E/KU from transferring any or all of its transmission facilities to another
entity or disposing of or acquiring any other transmission assets.

17.5 No Third Party Beneficiaries. Except as otherwise expressly provided in this
Agreement, this Agreement is made solely for the benefit of the Parties and their successors and
permitted assigns and no other person shall have any rights, interest or claims hereunder or
otherwise be entitled to any benefits under or on account of this Agreement as third party
beneficiary or otherwise.

17.6  Waivers. No waiver of any provision of this Agreement shall be effective unless
it is signed by the Party against which it is sought to be enforced. The delay or failure by either
Party to exercise or enforce any of its rights under this Agreement shall not constitute or be
deemed a waiver of that Party’s right thereafter to enforce those rights, nor shall any single or
partial exercise of any such right preclude any other or further exercise thereof or the exercise of
any other right.

17.7  Severability; Renegotiation. The invalidity or unenforceability of any portion or
provision of this Agreement shall in no way affect the validity or enforceability of any other
portion or provision herein. If any provision of this Agreement is found to be invalid, illegal or
otherwise unenforceable, the same shall not affect the other provisions hereof or the whole of
this Agreement and shall not render invalid, illegal or unenforceable this Agreement or any of
the remaining provisions of this Agreement. If any provision of this Agreement or the
application thereof to any person, entity or circumstance, is held by a court or regulatory
authority of competent jurisdiction to be invalid, void or unenforceable, or if a modification or
condition to this Agreement is imposed by such court or regulatory authority, the Parties shall in
good faith negotiate such amendment or amendments to this Agreement as will restore the
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relative benefits and obligation of the Parties immediately prior to such holding, modification or
condition.

17.8 Representations and Warranties. Each Party represents and warrants to the other
Party as of the date hereof as follows:

17.8.1 Organization. It is duly organized, validly existing and in good standing
under the laws of the State in which it was organized, and has all the requisite power and
authority to own and operate its material assets and properties and to carry on its business
as now being conducted and as proposed to be conducted under this Agreement.

17.8.2 Authority. It has the requisite power and authority to execute and deliver
this Agreement and, subject to the procurement of applicable regulatory approvals, to
perform its obligations under this Agreement. The execution and delivery of this
Agreement by it and the performance of its obligations under this Agreement have been
duly authorized by all necessary corporate action required on its part.

17.8.3 Binding Effect. Assuming the due authorization, execution and delivery
of this Agreement by the other Party, this Agreement constitutes its legal, valid and
binding obligation enforceable against it in accordance with its terms, except as the same
may be limited by bankruptcy, insolvency or other similar applicable laws affecting
creditors’ rights generally, and by general principles of equity regardless of whether such
principles are considered in a proceeding at law or in equity.

17.8.4 Regulatory Approval. It has obtained or will obtain by the Effective Date,
any and all approvals of, and acceptances for filing by, and has given or will give any
notices to, any applicable federal or state authority, including FERC, that are required for
it to execute, deliver, and perform its obligations under this Agreement.

17.8.5 No Litigation. There are no actions at law, suits in equity, proceedings, or
claims pending or, to its knowledge, threatened against it before or by any federal, state,
foreign or local court, tribunal, or governmental agency or authority that might materially
delay, prevent, or hinder the performance by such entity of its obligations hereunder.

17.8.6 No Violation or Breach. The execution, delivery and performance by it of
its obligations under this Agreement do not and shall not: (a) violate its organizational
documents; (b) violate any applicable law, statute, order, rule, regulation or judgment
promulgated or entered by any applicable federal or state authority, which violation could
reasonably be expected to materially adversely affect the performance of its obligations
under this Agreement; or (c) result in a breach of or constitute a default of any material
agreement to which it is a party.

17.9  Further Assurances. Each Party agrees that it shall execute and deliver such
further instruments, provide all information, and take or forbear such further acts and things as
may be reasonably required or useful to carry out the purpose of this Agreement and are not
inconsistent with the provisions of this Agreement.

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs. Effective On Transmission
Issued On: Oeteber72005January 10, 2006 Owner’s Exit from the

Midwest ISO



The LG&E Companies Substitute Original Sheet No.
FERC Electric Tariff, First Rev. Vol. 1

17.10 Entire Agreement. This Agreement and the Attachments hereto set forth the
entire agreement between the Parties with respect to the subject matter hereof, and supersede all
prior agreements, whether oral or written, related to the subject matter of this Agreement. The
terms of this Agreement and the Attachments hereto are controlling, and no parole or extrinsic
evidence, including to prior drafts and drafts exchanged with any third parties, shall be used to
vary, contradict or interpret the express terms, and conditions of this Agreement.

17.11 Good Faith Efforts. Each Party agrees that it shall in good faith take all
reasonable actions necessary to permit it and the other Party to fulfill their obligations under this
Agreement. Where the consent, agreement or approval of any Party must be obtained hereunder,
such consent, agreement or approval shall not be unreasonably withheld, delayed or conditioned.
Where a Party is required or permitted to act, or omit to act, based on its opinion or judgment,
such opinion or judgment shall not be unreasonably exercised. To the extent that the jurisdiction
of any federal or state authority applies to any part of this Agreement or the transactions or
actions covered by this Agreement, each Party shall cooperate with the other Party to secure any
necessary or desirable approval or acceptance of such authorities of such part of this Agreement
or such transactions or actions.

17.12 Time of the Essence. With respect to all duties, obligations and rights of the
Parties, time shall be of the essence in this Agreement.

17.13 Interpretation. Unless the context of this Agreement otherwise clearly requires:

17.13.1 all defined terms in the singular shall have the same meaning when used
in the plural and vice versa;

17.13.2 the terms “hereof,” “herein,” “hereto” and similar words refer to this
entire Agreement and not to any particular Section, Attachment or any other subdivision
of this Agreement;

17.13.3 references to “Section” or “Attachment” refer to this Agreement, unless
specified otherwise;

17.13.4 references to any law, statute, rule, regulation, notification or statutory
provision shall be construed as a reference to the same as it applies to this Agreement and
may have been, or may from time to time be, amended, modified or re-enacted;

17.13.5 references to “includes,” “including” and similar phrases shall mean
“including, without limitation;”

17.13.6 the captions, section numbers and headings in this Agreement are
included for convenience of reference only and shall not in any way affect the meaning or
interpretation of this Agreement;
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17.13.7 “or” may not be mutually exclusive, and can be construed to mean
“and” where the context requires there to be a multiple rather than an alternative
obligation; and

17.13.8 references to a particular entity include such entity’s successors and
assigns to the extent not prohibited by this Agreement.

17.14 Joint Effort. Preparation of this Agreement has been a joint effort of the Parties
and the resulting document shall not be construed more severely against one of the Parties than
against the other and no provision in this Agreement is to be interpreted for or against any Party
because that Party or its counsel drafted such provision. Each Party acknowledges that in
executing this Agreement its has relied solely on its own judgment, belief and knowledge, and
such advice as it may have received from its own counsel, and it has not been influenced by any
representation or statement made by the other Party or its counsel not contained in this
Agreement.

17.15 Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be deemed to be an original, but all of which together shall constitute one
and the same instrument, binding upon LG&E/KU and the ITO, notwithstanding that LG&E/KU

and the ITO may not have executed the same counterpart.
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The Parties have caused this Independent Transmission Organization Agreement to be
executed by their duly authorized representatives as of the dates shown below.

LOUISVILLE GAS AND ELECTRIC COMPANY

Name:
Title:
Date:

KENTUCKY UTILITIES COMPANY

Name:
Title:
Date:

SOUTHWEST POWER POOL, INC.

Name:

Title:

Date:
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ATTACHMENT A
TO THE INDEPENDENT TRANSMISSION ORGANIZATION AGREEMENT

Substitute Original Sheet No.

DESCRIPTION OF THE FUNCTIONS

FFBDby
Legend: RC/TVA
Lead Responsibility - L Coordination
Review and Approval - A With Other
Coordination - C LG&E TVA | ITO | TOs/RCs/RRCs
Function — rating Reliability (1 day to 13 month
Tasks
1. Enforce operational reliability requirements C L
2. Monitor all reliabilitv-related parameters within the
Reliability Authority Area, including generation dispatch C L
and transmission maintenance plans
Dn.' t revisions t tf'an mission maintenan lan C L C Yes
as rggglrgg_l ang as ggrmlttgg t_zg agrggmgntg
4. Rg.ggggt revisions tg. generation maintenance plans C L C Yes
as rggglrgg_l ang as ggrmlttgg t_zg agrggmgntg
Develop Interconnection Reliabilit ratin
Limits (to protect from instability and cascading C L
outages).
Perform reliabilitv analyvsis (actual an ntingen
L Y
for the Reliability Authority Area L “ 18
Assist in determining Interconnect ration
rvices requirements for balancin neration and loa C I
and transmission reliability (e.g., reactive requirements, = =
location of rating reser
Identif mmunicate, and direct actions to reli
reliability threats and limit violations in the Reliability C L Yes
Authority Area
Direct implementation of emergency pr r C L Yes
10. Direct an rdinat tem Restoration C L Yes
Function — Planning Reliability
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Tasks

Substitute Original Sheet No.

1. Develop and maintain transmission and resource

mand and capacit tem models t aluat

transmission system performance and resource
adequacy.

=

>

3

2. Maintain and apply methodologies and tools for the
analysis and simulation of the transmission systems in the

a ment an lopment of transmission expansion

plans and the analysis and development of resource

a a lan

fI=

>

Define an llect or lop information r ir

for planning purposes, including:

a. Transmission facility characteristics and ratings,

i

@]
@]

b. Demand and energy end-use customer forecasts,
capacity resources, and demand response programs,

fI=

@]
@]

nerator unit performan haracteristics an

capabilities, and

fI=

@]
@]

EE E

d. Long-term capacity purchases and sales.

i

@]
@]

4. Evaluate plans for customer requests for
transmission service.

a. Evaluate r n to long-term nerallv on
ar an nd) transmission service r t

@]

>
(e

3

b. Review transmission facility plans required to
integrate new load, generation and transmission-to-

transmission interconnection facilities into the

interconnected bulk electric systems. This independent
revi ill be for all r ts 100 KV and a

neration interconnections at all transmission volta

levels and other studies by customer request.

@]

>
=

c. Review transmission facility plans required to
integrate new load and transmission-to-transmission
interconnection facilities into the interconnected bulk

electric systems. This review, with customer consent, will
for r t KV onl

=

>
@]

A 1 an ment r rce an

transmission expansion plans.

a. Integrate and verify that the respective plans

for the Planning Authority Area meet reliability
standards.

@]

=
(@

3

b. Identify and report on potential transmission

tem and r rce a a ficiencies, and provi

alternate plans that mitigate these deficiencies.

@]

=
(@

1. Provide analyses and reports as required on the

long-term r rce and transmission plans for th

Planning Authority Area. (will be further defined by

@]

>
=

3
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RC/AT
8. Monitor transmission expansion plan and
resource plan implementation. L A c
rdinate project implementation r irin
transmission outages that can impact reliability and firm L A C Yes
transactions.
10. Evaluate the impact of revi transmission an
generator in-service dates on resource and transmission C A L Yes
adequacy.
Function — Balancing
Tasks
1. Must have control of any of the following
combinations within a Balancing Authority Area:
a. Load an neration (an isolat tem L C C
Load an heduled Interchan L C C
neration an heduled Interchan L C C
neration, L.oad, an heduled Interchan L C C
2. Calculate Area Control Error within the Balancin
Authority Area. L c c
Revi neration commitments, dispatch, and loa
forecasts. L C C Yes
4. Fg. rmulate an operational glz.ln g.g.gngratlgn C A L Yes
mmitment ta tc) for reliability a ment = = = =
S. Approve Interchange Transactions from ramping
ability perspective and provide a Net Schedul
Interchan I) value for entrv into Ener < < L Yes
Management §¥§tgmE
Implement interchan h 1 ntering th
NSI value from ITO into the Energy Management L C C
§¥§tgm
a. Adjust NSI value for Dynami h les an
Automatic Reserve Sharing L c c
7. Provide frequency response L
Monitor and report control performance an
disturbance recovery L < < Yes
Enersv A nting and after the fact checkout
a. Hourly checkout of Interchan hedul C C L
b. Hourly checkout of Actual Interchange and
..H .rl heckout of Actual Interchange an L C C
agmlnlgtgr 1nag_1¥grtgnt energy aggggnt
10. Determine n for Interconnect ration L A C Yes
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Services

Substitute Original Sheet No.

11. Deplov Interconnect ration Ivi

12. Implement emergency procedures

= Jie=

> >
o] /@!

E 5

Function — Transmission Operations

Tasks

1. Maintain reliability of the transmission area in

accordan ith Reliabilitv Standar

fI=

>
@]

2. Provi tailed maintenan h 1 ates an

times)

=

>
@]

E|E

Maintain defin Ita rofil

I

>

4. Define operating limits, develop contingency plans, and
monitor operations of the transmission facilities.

=

>

3

S. Provide telemetry of transmission system information

a. Provide to RC

i

Provide to Other TOs and R

3

Function — Interchange

Tasks

1. Determine vali alan Interchan h 1
alidation of I and sinks, transmission
arrangements, interconnect rations servi t

@]

(@
=

3

2. Verify ramping capability of the source and sink

Balancing Authority Areas for requested Interchange
Schedules

@]

(@
=

3

llect and disseminate Interchange Transaction
approvals, chan an nial

@]

(@
=

4. Authorize implementation of Interchange Transactions

l@!

l@!
I

S. Enter Interchange Transaction information into
Reliability A ment tem the Interchan

Distribution Calculator in the Eastern Interconnection

@]

(@
=

E F|E

Maintain record of individual Interchan
Transactions

@]

=

Function — Transmission Planning

Tasks

Devel a long-term nerallv on ar an n

plan for the reliability (adequacy) of the interconnected
bulk electric transmission systems within a portion of the
Planning Authority Area.

=

>

3
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1. Maintain transmission tem models (steady-stat
namics, and short circuit) and applv appropriate tool

for the development of transmission plans.

=
>

3

2. Define and collect transmission information and
transmission facility characteristics and ratings.

=
(@

3

Devel lans within defin Itage and stabilit

limits and within appropriate facility thermal ratings.

=
>

3

4. Define system protection and control needs and
requirements, including special protection systems

remedial action schem to meet reliabilitv standar

=
>

Determine TTC val as appropriat

@
@
fi=

tifv impacted transmission entiti f anyv plann

transmission changes that may impact their facilities.

@]
=
@]

3

/. Evaluate and plan for transmission service and
interconnection requests bevond one vear.

@]
>
=

3

Develop and report, as appropriate, on its transmission

expansion plan for assessment and compliance with
reliability standards.

=

3

Monitor and report, as appropriate, on it

transmission expansion plan implementation.

=
@]
@]

3

Function — Transmission Servi

Tasks

1. Receive transmission service requests and process each

request for service according to the requirements of the C C L
tariff.
a. Maintain commercial interface for receiving and
confirming requests for transmission service according to C L Yes
the requirements of the tariff ASI
2. Appr r deny transmission service r t C C L Yes
A. r Interchan Tran.a tions from transmission C C L Yes
service arranggmgnt ggrggggtlgg
4. Determine AFC val and f1 ate allocation C L C
S. Determine and post available transfer capability
AT al c c L
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RELIABILITY COORDINATOR AGREEMENT

BETWEEN

LOUISVILLE GAS AND ELECTRIC COMPANY
AND KENTUCKY UTILITIES COMPANY

AND

TENNESSEE VALLEY AUTHORITY
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RELIABILITY COORDINATOR AGREEMENT

This Reliability Coordinator Agreement (this “Agreement”) is entered into this | |th
day of September; 2005;January, 2006 (“Execution Date”), between Louisville Gas and

Electric Company and Kentucky Utilities Company, corporations organized pursuant to the laws
of the State of Kentucky (collectively, “LG&E/KU”), and the Tennessee Valley Authority, a

federal government corporation ereated-bs(“TVA™ and, in its capacity as reliability

rdinator pursuant to this Agreement, the “Reliabilit rdinator”) creat an
existing under and by virtue of the Tennessee Valley Authority Act of 19331933, as

amended, 16 U.S.C. §§ 831 ef seq.} (the “Reliability CoordinatorTVA Act”). LG&E/KU and
the Reliability Coordinator may sometimes be dividuathyreferred to herein individually as a

“Party” and collectively as the “Parties.”

RECITALS

WHEREAS, LG&E/KU owns, among other things, an integrated electric transmission
system (“Transmission System”), over which the Midwest Independent Transmission System
Operator Inc. (the “Midwest ISO”) currently provides open access transmission service to
customers in the LG&E/KU Control Area (as defined in the EGESection 1.6 of LG&E/KUs

Open Access Transmission Tariff-the-, filed with the Federal Energy Regulatory
mmission (“FERC”) on October 7, 2 the “OATT”));

WHEREAS, as part of LG&E/KU’s proposal to withdraw its participation in the Midwest
ISO, LG&E/KU desires to provide non-discriminatory open access transmission service pursuant
to the OATT;

WHEREAS, LG&E/KU desires to have the Reliability Coordinator perform certain key
reliability functions under the OATT, including: (i) seeurityreliability coordination (as defined
in the relevant North American Electric Reliability Council (“NERC”) Version9
standardsStandards); (ii) transmission planning and regional coordination; (iii) approving
LG&E/KU’s maintenance schedules; (iv) identifying-and-mandating upgrades required to
maintain reliability; (v) non-binding recommendations relating to economic transmission system
upgrades; and (vi) administration of any seams agreements;

WHEREAS, LG&E/KU desires to have the Reliability Coordinator perform all functions

identified for reliability coordinators snderPoliey-9-and-Appendices 9B-9D-efin NERC’s
Operating PolictesStandards;

WHEREAS, LG&E/KU will retain all remaining NERC obligations, including
obligations associated with its status as a Control Area eperatorand-theprovider(including
rations as a Balancing Authority and Transmission rator as defin ER
ligations to ensure the provision of transmission services under the OATT, and will take
action necessary to protect reliability of the Transmission System, including circumstances
where such action is necessary to protect, prevent or manage emergency situations;
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WHEREAS, the Reliability Coordinator is: (i) a federal government corporation charged
with providing electric power, flood control, navigational control, agricultural and industrial
development, and other services to a region including Tennessee and parts of six contiguous

states; and (i1) eertifiedrecognized by NERC as a reliability coordinator-byNERC;

WHEREAS, the Reliability Coordinator is independent from LG&E/KU, possesses the
necessary competence and experience to perform the functions provided for hereunder and is
willing to perform such functions under the terms and conditions agreed upon by the Parties as
set forth in this Agreement;-and

WHEREAS, as part of LG&E/KU’s goal to maintain the requisite level of independence
in the operation of its Transmission System to prevent any exercise of transmission market
power, LG&E/KU intends to enter into aan Independent Transmission Organization Agreement
(the “Independent Transmission Organization Agreement”) with ——JSouthwest Power
Pool, Inc. (the “Independent Transmission Organization”), pursuant to which the Independent
Transmission Organization will provide to LG&E/KU certain key transmission-related functions
under the OATT=;

HEREAS, TVA is a partv to a Joint Reliabilit rdination Agreement
“JRCA”) with the Mi tl and PJM Interconnection, L..L hich provi for th

exchange of transmission-related data and information and establishes various

arrangements and protocols in furtheran f the reliabilitv of their interconnect

transmission tems and efficient market rations, and L E/K ks to participat
in an rate in accordan ith the arrangements and protocols arising from the JRCA;
and

HEREAS., TVA and L E/KU may ch to participate in similar reliabilit
coordination agreements with other neighboring reliability coordination areas.

NOW THEREFORE, in consideration of the mutual promises contained herein, and other
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
the Parties hereby agree as follows:

Section 1 - Designation; Scope of Functions; Standards of Performance; Reliability
Coordination Advisory Committee.

1.1 Designation. L E/KU a ints TVA to actas L E/KU’ ignat

Reliability Coordinator pursuant to and in accordance with the terms and conditions of
this Agreement. The Reliabilit rdinator shall have no r nsibility to L E/K

except as specifically set forth in this Agreement.

1.2 f Functions. The Reliability Coordinator shall perform the functions

described in Attachment A (the “Functions”) duringseven days a week, twenty-four hours a
day, for the duration of the Term in accordance with the terms and conditions of this

Agreement. _In accordan ith its obligations under thi tion 1.2, the Reliabilit

rdinator is authorized to, and shall, direct an rdinate timely and appropriat
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on interregional bulk power reliability.

1.3 Reliabilitv Coordinator Procedures. The Reliability Coordinator shall

lop the pr res an idelin hich it will perform the Functions (th
“Reliabilit rdinator Pr res”) in rdination with the RCAC (a fined in

tion 1.10) and applicable regional reliabilit ncils. The Reliabilit rdinator
Pr res shall mented in a NERC-appr reliability plan for the TVA
Reliabilit rdination Area or in TVA Standard Pr res and Policies. Th
Reliabilit rdinator shall provide L E/KU advan ritten noti f anv amendment
r change to the Reliabilit rdinator Pr res. For pur f this Agreement, th
term “TVA Standard Pr res and Policies” shall mean h pr res an lici

related to TVA’s operations as may be promulgated and published by TVA pursuant to its
legal authorities and obligations.

14 Threat to Reliability. If the Reliability Coordinator determines that an

actual or potential threat to transmission system reliability exists, and that such threat may

impair the reliability of a transmission system, then the Reliabilit rdinator shall direct
that L E/KU take whatever actions are n ar nsistent with tility Practi
a fin 1 and in accordan ith the applicable reliability criteria, polici
tandards, rules, regulations and other requirements of NER llectively, the “NER
tandards”) and anv applicable regional reliabilit ncils or their

llectivelv, “Regional Reliabilit ncil Standards”), to avoid or mitigate the effect
the threat to transmission system reliabilitv. For pur f this Agreement, ¢

Utility Practice” shall mean any of the practices, methods, and acts engaged in or approved
by a significant portion of the electric utility industry during the relevant time period, or
any of the practices, methods, and acts that, in a person’s exercise of reasonable judgment
in light of the facts as known to that person at the time the decision was made, could have
been expected to accomplish the desired result at a reasonable cost consistent with good

in racti reliability, safetv, and expedition tility Practice is not inten
to be limited to the optimum practice, method, or act to the exclusion of all others, but
rather to include the range of acceptable practices, methods, or acts generally accepted in
the region.

1 Reliabilit rdinator Directi Except as provi in the immediatel
ing sentence, L E/KU shall implement anyv directi iven by the Reliabilit
rdinator pursuant t tions 1.2 or 1.4. L E/KU shall not ligated t
implement any directi hich L E/K termin ill violate any state or federal la
r the terms of an rnmental approval applicable to L E/KU. L E/KU ma
review any directi iven bv the Reliabilit rdinator pursuant t tions 1.2 or 1.4, t

termine if it is, in L E/KU’s j ment, in accordan ith the r irements of tion
1 IfL E/K termines that any directive is not in accordan ith the r irement

of Section 1.8, then it shall immediately so notify the Reliability Coordinator; provided,

h r, that, except as provi in th nd sentence in thi tion 1.5, LG&E/K
hall continue to implement the directi ntil the Reliabilit rdinator notifi
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L E/KU otherwi L E/KU’s noti hall incl : (a) information outlining th
for L E/KU° termination that (i) the directive is not in accordan ith th
r irements of tion 1.8 and, if applicable, (ii) that implementation of the directi ill

violate one or more state or federal laws or the terms of any governmental approvals

licable to L E/KU: an the alternative action that L E/K 1d prefer t
take to alleviate the problem addr the Reliabili rdinator’s directi After
rompt consideration of h information, the Reliabilit rdinator shall i a

irective to L E/KU in accordan ith it lications under this Agreement

+2-1.6 Coordination with Independent Transmission Organization. In conjunction with its

performance of the Functions, the Reliability Coordinator shall coordinate and cooperate with
the Independent Transmission Organization and provide, subject to the terms and conditions of
this Agreement, including the Reliability Coordinator’s obligations with respect to Confidential
Information in Section 10, any information that the Independent Transmission Organization may
reasonably request in order to carry out its functions under the Independent Transmission
Organization Agreement.

+3-1.7 Expansion. Nothing in this Agreement is intended to prevent the Reliability-Coordinater

TVA from (a rdinating, or rating in, interregional activities to reli
problems experienced by other transmission systems or (b) entering into other agreements
with one or more third party transmission providers or operators to perform functions for such
transmission providers or operators that are the same or similar to the Functions performed
hereunder; provided, however, that the Rekabiity-Ceordinaterit does not breach any of its
obligations under this Agreement (including its obligations with respect to Confidential
Information in Section 10) by entering into or performing any of its obligations under such other
agreements; provided, further, that (i) any such other agreements shall provide for LG&E/KU to
be reimbursed in an equitable manner for any capital expenditures made pursuant to this
Agreement as well as for LG&E/KU’s ongoing operations and maintenance expenditures to the
extent such capital expenditures and operations and maintenance expenditures are used by the
Reliability Coordinator in performing functions under such other agreements-, (ii) LG&E/KU
agrees to reimburse an h third party transmission providers or rators in an
equitable manner for any capital expenditures made by such third parties as well as for
h third parties’ ongoin rations and maintenance expenditures to the extent such
apital expenditures an rations and maintenance expenditures ar th
Reliabilit rdinator in performing functions under this Agreement, and (iii t th
xtent applicable, the Reliabilit rdinator shall revise the compensation pr for in
tion 3.1 in accordan ith the terms therein

—+-41.8 Reliability Coordinator’s Standard of Performance. The Reliability Coordinator
shall perform its obhgatrons émelaéﬂrg—th%lluﬁeﬁeﬂs)—under this Agreement in accordance Wrth

regiemﬁekﬁbﬂ@ee&nefk%ﬁhei%weesse&&ﬁ—h@%ﬁggg !;tilitg Practice; gt_zg the
NERC Standards and Regional Reliabilit ncil Standards: LG&E/KU? ifi
reliability requirements an ratin idelines (to the extent these are not inconsistent

ith other requirement ified in thi tion 1.8); TVA Standard Pr res an
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Policies; and, (e) all state and federal lagga i g luding the TVA Act, and the terms of
rnm ntala roval a licable t th fth Partl In perf rmln 1t

against similarly situat n

1.9 LG&E/KU’s Standard of Performance. LG&E/KU shall perform its obligations
under this Agreement in accordance with: (a) Good Utility Practice; (b) the NERC Standards

ional Reliabilit ncil Standards; (c¢) any other LG&E/KU-specific reliability
requirements and operating guidelines (to the extent these are not inconsistent with other

requirements specified in this Section +-4);(e)-the- OATF-and(H-all-applicable Jaws-and-the

regquirements-of federal-and state regulatory-autherities:1.9); and (d) all state and federal laws
and the terms of rnmental approvals applicable to LG&E/K

1.1 Reliabilit rdination Advisor mmitt

1.10.1 Each Partyv shall ignate one representative t r n a Reliabilit

Coordination Advisory Committee (“RCAC”), which shall be composed of
repr gggntatlggg gf each Partg ang_l rggrgggntatlggg frgm each gntltg that hag executed

rdinator. Each Partv may al ignate one alternate to act in the absen fit
representati n the RCA ritten noti f each representative and alternat
appointment shall rovi to each RCAC entity. and each Partv mayv change it
representati n written notice to the other RCAC entiti

The RCAC shall assist the Reliabilit rdinator in th

f the initial Reliabilit rdinator Pr res and the modification of existin
Reliabilit rdinator Pr res. In connection with these activities, th
Reliabilit rdinator may provide the other RCAC members with a t
n ary data an ments maintain the Reliabilit rdinator, provi

that each h RCAC member has signed the NERC Data Confidentialit

Agreement and that all Confidential Information is treated as transmission
rations and transmission svstem information pursuant to the NERC Data
nfidentiality Agreement

hg RCAC §hall mggt at lgagt tglgg per g;gntragt Ygar gag gg gg L_zg ggg! Fg_zr gg ggggg of
this Agreement, a “Contract Year” shall consist of a twel 12) month ntract

Year 1” shall in on the Effective Dat ntract Years 2 and 4 hall nsist of th
next thr ive 12-month peri after Contract Year 1

Section 2 - Independence.
2.1 Key Personnel. All Functions shall be performed by employees of the Reliability

Coordinator identified in Attachment B (the “Key Personnel”). No Key Personnel shall also be
employed by LG&E/KU or any of its Affiliates (as defined in 18 C.F.R. § 35.34(b)(3) of FERC’s
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regulations). The Reliability Coordinator and the Key Personnel shall be, and shall remain
throughout the Term, Independent (as defined below) of LG&E/KU, its Affiliates and anyFarHf
Participant{as-defined-belowthe In ndent Transmission Organization ITQ). For
purposes of this Agreement: (a)-“Independent” shall mean that the Reliability Coordinator and
the Key Personnel are not subject to the control of LG&E/KU, its Affiliates or anyFarHf

the In ndent Transmission Organization, and have full decision-making
authority to perform all Functions in accordance with the provisions of this Agreement. Any
Key Personnel owning securities in excess of $15,000 in [ G&E/KU, its Affiliates or any—”l:aﬂ-ﬁf

the In ndent Transmission Organization shall divest such securities within six
(6) months of first being assigned to perform such Functions, provided that nothing in this
Section 2.1 shall be interpreted or construed to preclude any such Key Personnel from indirectly
owning securities issued by LG&E/KU, its Affiliates or anyFariff Partieipantthe Independent
Transmission Organization through a mutual fund or similar arrangement (other than a fund or
arrangement specifically targeted toward the electric industry or the electric utility industry or
any segment thereof) under which the Key Personnel does not control the purchase or sale of
such securities. Participation by any Key Personnel in a pension plan of LG&E/KU, its

Affiliates or anyTFarifParticipantthe Independent Transmission Organization shall not be

deemed to be a direct financial interest if the plan is a defined-benefit plan that does not involve

the Key Personnel’s ownershlp of the securltles—éb)%kﬁﬂpafﬁemaﬁtlshaﬂ—mean—LG&E%U

2.2 Standards of Conduct Treatment. All Key Personnel shall be treated, for purposes
of the- FERC’s Standards of Conduct, as transmission/eliabiity employees. All restrictions
relating to information sharing and other relationships between merchant employees and
transmission/eliabiity employees shall apply to the Key Personnel.

Section 3 - Compensation, Billing and Payment.

1 mpensation. L E/KU shall pav to the Reliabilit rdinator a

compensation for the performance of the Functions during the Initial Term the following
amounts on or before the start of each Contract Year:

Contract Year 1 $1,397,000
Contract Year 2 $1.439.000
Contract Year 3 $1,511.000
Contract Year 4 $1,586,000
Th R lla ilit I 1nat I agr that 1f at an tim rln th InltlalT rm it x an it
rators, the Reliabilit rdinator will r and r as appropriate, the a
mpensation rat h revi mpensation hall na l the Reliabilit rdinator t
r I its incremental ts a jat ith providing th ific servi allocating th
ts among th ribing to th rvice in an itable manner ts ma
allocat ing a load ratio share meth 1 a participant's annual non-coincident peak
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load as a percenta f the total annual non-coincident peak load for th articipating in
th Ivi ts will termin the Reliabilit rdinator ba n its total t
f providing th Ivi a mented in the Reliabilit rdinator's financial

systems.

mpensation for nt Terms (a fined in tion 4.2 herein) shall a n
th mpensation in previ ntract Years and/or the methodol tlined a in
thi tion 3.1 and shall be negotiat the Parties in faith h negotiations shall

in not later than six months prior to and shall ncl no later than three month

rior to th inning of th nt Term

2 mpensation After Termination. If L E/KU terminates this Agreement
fore the end of a Contract Year, then the Reliabilit rdinator shall not ligat
refund any amounts pai L E/KU to the Reliabilit rdinator a mpensation
for servi rovi the Reliabili rdinator under this Agreement. If, h r
the Reliabilit rdinator terminates this Agreement before the end of a Contract Year

r L E/KU and the Reliabili rdinator mutually agree to terminate this Agreement
then the Reliabilit rdinator shall ligated to refund to L E/KU an amount

al to the pr t of (a) any amounts pai L E/KU to the Reliabilit rdinator
as compensation for servi rovi the Reliabilit rdinator under this Agreement

ring th ntract Year in which this Agreement is terminated an the num

hole or partial months remaining in th ntract Year divi twelve (12

Reimbursement of F In addition to th mpensation provi for in
tion 3.1, L E/K hallrlm th Rlla ilit rlnat rfralt har f cost

ration or otherwi ir the Reliability First ration in order for th
Reliabilit rdinat rt L E/KU’s reliabilit r inat r. including annual
membership a ments an any additional costs incurr the Reliabilit
rdinator at the r t or direction of L E/KU that are not a jat ith
rovi for in tion 3.1

4 Pavments. All pavinent L E/KU to the Reliabilit rdinator shall

ma the F ire transfer method to the Reliabilit rdinator’s a nt at th
Treasury in accordan ith the wire instructions indicat | and all h
avments shall med recei as of the date the electronic funds transfer to th
Reliabilit rdinator’s a nt i m ffecti

Bank Name: TREAS NYC (official abbreviation)
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Bank Address: New York Federal Reserve Bank York
ABA mber: 21 4

A nt No: 4912

Bl: Provi r organization name and invoice number or explanation
of pavment.
The Reliabilit rdinator shall provide L E/K ith one or mor ntact persons for

payment purposes and shall update such list of contact persons as necessary.

——HCOMPENSAHONBHEEINGAND PAYMENTPROVISIONS WHL BE
NEGOHATED-WHHHVAG

Section 4 - Effective Date; Term; Termination; Termination Fees; Transition
Assistance Services.

4.1 Effective Date:Ferm—Fhis-Agreementshall- become-effeetive-on._The Parties

acknowl and agree that:

4.1.1 tions 4 10, 11, 13,15, 16 and 17 shall ffective, and th
rights an lications of the Parti nder tions 4 10,11, 13,15, 16 an
17, shall indin n the Parties, in each case, as of the Execution Date; an

4.1.2 All other f this Agreement (other than tions 4
10. 11, 13.15. 16 and 1 hall ffective, and the rights an ligations of th
Parti nder all other tions of this Agreement (oth rthan tions 4
11, 13. 15. 16 and 17) shall indin n the Parti f the date (the

“Effectlve Effective Date”) mekkw—&ﬁfty—é%éays—aﬁ%&eeepmﬂeeeﬁkﬁsﬂ&gf%m%m
and-shall-continneforaninttial term-ofon which the Parties shall ha

writing that each of the following conditions precedent have been §ati§ﬁgg tg thgir

mutual satisfaction:

The Parties’ representations an arranties in tion 1
hall be true an rrect in all material r ts as of the Effective Date;

FERC shall have i an order a ting for filin

L E/KU’s application to FERC in Docket Nos. ER06-20- and E -4-
at tober 7, 2
L E/KU shall have a ir rational control of th

Transmission tem; an
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The Parties shall repared and capable t mmence their

respective obligations under this Agreement, provided that the Parties shall
use commercially reasonable efforts to be prepared and capable to
commence their respective obligations under this Agreement as soon as
practicable after the Execution Date.

4.2 Term. The initial term of this Agreement shall commence on the Execution
Date and continue for four (4) years from the Effective Date_(as provided for in Section 3.1),

unless terminated early pursuant to the termination provisions hereof (the “Initial Term”).

After the conclusion of the Initial Term, this Agreement shall automatically continue for
successive additional one-year terms (each, a “Subsequent Term”) unless and until terminated
pursuant to the termination provisions hereof. The Initial Term and any Subsequent Terms,
together with the Transition Assistance Period, if any, shall collectively be referred to as the
“Term.”

43  42-Mutually-Agreed Termination. Subjeetto-Seetion4-5-thisThis Agreement
may be terminated by mutual agreement of the Parties at any time during the Term-<(etherthan

any—FransttionAssistance Period).

44  43-Termination at End of Term. Subjeetto-Section4-S-eitherEither Party may
terminate this Agreement at the end of the Initial Term or any Subsequent Term upon six (6)

months? prior written notice to the other Party.

4.5 4-4-Termination for Cause.

4414.5.1 Termination by Either Party. Subjeet-to-Seetion4-5;-eitherEither
Party may terminate this Agreement effective immediately upon thirt ays’ prior
written notice thereof to the other Party if:

[i1] fe)>-Material Failure or Default. The other Party fails;in
any-material-respeet; to comply with, observe or perform, or defaults, in any
material respect, in the performance of the terms and conditions of this
Agreement, and such failure or default remains uncured for thirty (30) days after
notice thereof, provided that such failure or default is susceptible to cure and the
other Party is exercising reasonable diligence to cure such failure or default;

[11) @-Pattern of Failure. It determines, in its sole discretion,
that there has been a pattern of failure by the other Party to comply with the
standards of performance required under this Agreement;

(K)  &-Gross Negligence, Willful Misconduct or Fraud. The
other Party commits gross negligence, willful misconduct or fraud in the
performance of its obligations under this Agreement;

)] H-Material Misrepresentation. Any representation made
by the other Party hereunder shall be false or incorrect in any material respect
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when made and such misrepresentation is not cured within thirty (30) days of
such discovery or is incapable of cure;

(m) ¢@o-Bankruptcy. The other Party: (i) files a petition or
otherwise commences, authorizes or acquiesces in the commencement of a

proceeding or cause of action under any bankruptcy, insolvency, reorganization or
similar law, or has any such petition filed or commenced against it; (ii) makes an
assignment or any general arrangement for the benefit of creditors; (iii) otherwise
becomes bankrupt or insolvent (however evidenced); (iv) has a liquidator,
administrator, receiver, trustee, conservator or similar official appointed with
respect to it or any substantial portion of its property or assets; or (v) is generally
unable to pay its debts as they fall due;-e

(m)  @Dissolution. The other Party dissolves or is dissolved or
its legal existence is otherwise terminated-;

(0) Failuret tiate Amendment. The Parti

unsuccessful in negotiating an amendment or amendments to this Agreement
pursuant to Section 17.6;

(p)  Regulatory Changes/Modifications. FERC, in a

for filing L E/KU's application to FERC in Docket ER06-20- an

E -4- at tober 7, 2 r in any other futur ket, makes an

material changes, modifications, additions, or deletions to this Agreement; or
@) Extended Force Majeure. A Party is excused because of

Force Majeure (a fined in tion 11 herein) for more than thirt
days from performing any of its material obligations under this Agreement.

4:424.5.2 Termination by LG&E/KU. Su-bjeet—te—SeeHeMé—LG&E/KU
may terminate this Agreement effective immediately upon thirty (30) days’ prior written
notice thereof to the Reliability Coordinator if:

oord: ) INGEI*I*de;BeﬁdeHE FERC determines that the Rehiability

; No-Certification_The Reliabilitv Coordi - i) fa
eb%&m—e%&ﬁeaﬂen—fr&m—th&]%ast—@en&ah%e&! ) the RehablhtyGeefdmaﬂen

Agreement-(~ECAR ) -as-a-rehiabiity-coordinator-or-(GhyCoordinator loses its
NERC erEEAR-certification once obtained-; or

FERC i an order determining that TVA shoul

longer serve as LG&E/KU’s Reliabilit rdinator pursuant to thi
Agreement.
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4 Termination the Reliabilit rdinator. The Reliabilit
rdinator may terminate this Agreement effective immediatel n thirt
avs’ prior written notice thereof to L E/KU if:

a L E/K termines t a ing a Balancing Authorit
and/or Transmission rator, provi that I E/KU shall provide th

Reliabilit rdinator as much advan ritten noti f such
termination as is practicable to allow the Reliabilit rdinator t
terminate this Agreement on or prior to the time L E/K ases t a
Balancing Authority or Transmission rator;
FERC or any other person or entity takes anv action t ject
the Reliabilit rdinator to FERC’s plenary jurisdiction under th

Federal P r Act (“FPA”): or

(c) Effective Date has not occurred within eighteen (18) months of

the Execution Date.

4.6  Return of Materials. Upon any termination of this Agreement or the conclusion
of any Transition Assistance Period pursuant to Section 4.8.1, whichever is later, the Reliability
Coordinator shall timely and orderly turn over to LG&E/KU all materials that were prepared or
developed prior thereto pursuant to this Agreement, and return or destroy, at the option of
LG&E/KU, all Data and other information supplied by LG&E/KU to the Reliability Coordinator
or created by the Reliability Coordinator on behalf of LG&E/KU.

4.7  Survival. All provisions of this Agreement which are by their nature or terms
intended to survive the termination of this Agreement, including the obligations set forth in
SeetionSections 7 and Seetien-10, shall survive termination of this Agreement.

4.8 Transition Assistance Services.

4.8.1 Transition Assistance Period. Commencing on the date this Agreement is
terminated and continuing for up to six (6) months thereafter (the “Transition Assistance
Period”), the Reliability Coordinator shall (a) provide the Functions (and any
replacements thereof or substitutions therefor), to the extent LG&E/KU requests such
Functions to be performed during the Transition Assistance Period, and (b) cooperate
with LG&E/KU in the transfer of the Functions (collectively, the “Transition Assistance

Services”)._During the Transition Assistance Period, the Parties shall use good faith

efforts to ensure a smooth transition.

4.8.2 Transition Assistance Services. The Reliability Coordinator shall, upon
LG&E/KU’s request, provide the Transition Assistance Services during the Transition
Assistance Period at the Reliability Coordinator’s actual cost for such services. The
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quality and level of performance of the Functions by the Reliability Coordinator during
the Transition Assistance Period shall not be degraded. After the expiration of the
Transition Assistance Period, the Reliability Coordinator shall answer questions from
LG&E/KU regarding the Functions on an “as needed” basis at the Reliability
Coordinator’s then-standard billing rates.

4.8.3 Key Personnel. During the Transition Assistance Period, the Reliability
Coordinator shall not terminate, reassign or otherwise remove any Key Personnel without
providing LG&E/KU thirty (30) days’ prior notice of such termination, reassignment or
removal unless such employee (a) voluntarily resigns from the Reliability Coordinator,
(b) is dismissed by the Reliability Coordinator for cause, or (¢) dies or is unable to work
due to his or her disability.

in Reliability Entity. This Agreement is ba n the existen
NERC and the applicability of the NERC Standar If NER ases to exist in it rrent
form or is repla ith an entitv with authorit raPart ’s transmission svstem, th
Parti hall rmtl m tt trmin hth rt r thlAr ment t rﬂ tth

r to terminate this Agreement in accordan ith tion 4.2

4.10  Prior Obligations and Liabilities Unaffected by Termination. Termination
of this Agreement shall not relieve the Parties of any of their respective cost obligations or

ther obligations and liabilities related to this Agreement that were incurr rior to th

effective date of termination of this Agreement.

Section 5 - Data Management.

5.1 Supply of Data. During the Term, LG&E/KU shall supply to the Reliability
Coordinator, and/or grant the Reliability Coordinator access to all Data that the Reliability
Coordinator reasonably requires to perform the Functions. The Parties shall agree upon the
initial format and manner in which such Data shall be provided. For purposes of this Agreement,
“Data” means all information, text, drawings, diagrams, images or sounds which are embodied in
any electronic or tangible medium and which (a) are supplied or in respect of which access is
granted to the Reliability Coordinator by LG&E/KU under this Agreement, which shall be
LG&E/KU’s Data, (b) are prepared, stored or transmitted by the Reliability Coordinator solely
on behalf of LG&E/KU, which shall be LG&E/KU’s Data; or (c) are compiled by the Reliability
Coordinator by aggregating Data owned by LG&E/KU and Data owned by third parties, which
shall be Reliability Coordinator’s Data.

5.2 Property of Each Party. Each Party acknowledges that the other Party’s Data and
the other Party’s software, base data models and operating procedures for software or base data
models (“Processes”) are the property of such other Party and agrees that it will do nothing
inconsistent with such ownership, including preserving all intellectual property and/or
proprietary rights in such other Party’s Data and Processes as provided in Section 6.
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5.3 Data Integrity. Each Party shall reasonably assist the other Party in establishing
measures to preserve the integrity and prevent any corruption or loss of Data, and the Parties
shall reasonably assist each other in the recovery of any corrupted or lost Data. Each Party shall
retain and preserve any of the other Party’s Data that are supplied to it during the Term, and shall
exercise commercially reasonable efforts to preserve the integrity of the other Party’s Data that
are supplied to it during the Term, in order to prevent any corruption or loss of the other Party’s
Data.

54  Confidentiality. Each Party’s Data shall be treated as Confidential Information in
accordance with the provisions of Section 10.

Section 6 - Intellectual Property.

6.1 Pre-Existing Intellectual Property. Each Party shall own (and continue to own) all
trade secrets, Processes and designs and other intellectual property that it owned prior to entering
this Agreement, including any enhancements thereto (“Pre-Existing Intellectual Property™).

Each Party acknowledges the ownership of the other Party’s Pre-Existing Intellectual Property
and agrees that it will do nothing inconsistent with such ownership. Each Party agrees that
nothing in this Agreement shall give it any right, title or interest in the other Party’s Pre-Existing
Intellectual Property, other than the rights set forth in this Agreement. The Reliability
Coordinator’s Pre-Existing Intellectual Property shall include the Reliability Coordinator
Retained Rights set forth in Section 6.3. LG&E/KU’s Pre-Existing Intellectual Property shall
include LG&E/KU Retained Rights set forth in Section 6.4.

6.1.1 Exclusion. Nothing in this Agreement shall prevent either Party from
using general techniques, ideas, concepts and know-how gained by its employees during
the performance of its obligations under this Agreement in the furtherance of its normal
business, to the extent that it does not result in disclosure of the other Party’s Data or any
data generated from the other Party’s Data or other Confidential Information or an
infringement by LG&E/KU or the Reliability Coordinator of any intellectual property
right. For the avoidance of doubt, the use by a Party of such general techniques, ideas,
concepts and know-how gained by its employees during the performance of its
obligations under this Agreement shall not be deemed to be an infringement of the other
Party’s intellectual property rights so long as such matters are retained in the unaided
memories of such employees and any Confidential Information is treated in accordance
with the provisions of Section 10.

6.2  Jointly-Owned Intellectual Property. Except for the Data described in Section
5.1, all deliverables, whether software or otherwise, to the extent originated and prepared by the
Reliability Coordinator exclusively in connection with the performance of its obligations under
this Agreement shall be, upon payment of all amounts that may be due from LG&E/KU to the
Reliability Coordinator, jointly owned by LG&E/KU and Reliability Coordinator (“Jointly-
Owned Intellectual Property”). Each Party shall have the right to use the Jointly-Owned
Intellectual Property without any right or duty or accounting to the other Party, except as
provided in this Section 6.2. Upon the Reliability Coordinator using, transferring or licensing
Jointly-Owned Intellectual Property for or to a third party, the Reliability Coordinator shall
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reimburse LG&E/KU in an equitable manner as determined by the Parties in good faith for the
actual amounts paid by LG&E/KU to the Reliability Coordinator that relate to such Jointly-
Owned Intellectual Property. Except as stated in the foregoing sentence, the Reliability
Coordinator shall have no other obligation to account to LG&E/KU for any such use, transfer,
license, disclosure, copying, modifying or enhancing of the Jointly-Owned Intellectual Property.
Notwithstanding anything herein to the contrary, LG&E/KU may use the Jointly-Owned
Intellectual Property for its internal business purposes, including licensing or transferring its
interests therein to a third party for purposes of operating or performing functions in connection
with LG&E/KU’s transmission business.

6.3  Reliability Coordinator Retained Rights. The Reliability Coordinator shall retain
all right, title and interest in its proprietary know-how, concepts, techniques, processes, materials
and information that were or are developed entirely independently of this Agreement
(“Reliability Coordinator Retained Rights”), whether or not such Reliability Coordinator
Retained Rights are embodied in a deliverable, whether software or otherwise originated and
prepared by the Reliability Coordinator in connection with the performance of its obligations
under this Agreement. With respect to the Reliability Coordinator Retained Rights embodied in
any deliverable, whether software or otherwise originated and prepared by the Reliability
Coordinator in connection with the performance of its obligations under this Agreement,
LG&E/KU is hereby granted a nonexclusive, perpetual, worldwide, royalty-free, fully paid-up
license under such Reliability Coordinator Retained Rights to use such deliverable for
LG&E/KU’s internal business purposes only, including licensing or transferring its interests
therein to an Affiliate of LG&E/KU or a third party for purposes of operating or performing
functions in connection with LG&E/KU’s transmission business.

6.4  LG&E/KU Retained Rights. LG&E/KU shall retain all right, title and interest in
its proprietary know-how, concepts, techniques, processes, materials and information that were
or are developed entirely independently of this Agreement (“LG&E/KU Retained Rights™),
whether or not such LG&E/KU Retained Rights are embodied in a deliverable, whether software
or otherwise originated and prepared by LG&E/KU in connection with the performance of its
obligations under this Agreement. With respect to LG&E/KU Retained Rights embodied in any
software or otherwise originated and prepared by LG&E/KU in connection with the performance
of its obligations under this Agreement, the Reliability Coordinator is hereby granted a
nonexclusive, worldwide, royalty-free, fully paid-up license under such LG&E/KU Retained
Rights to use such deliverable for the Reliability Coordinator’s performance of its obligations
under this Agreement only; provided that LG&E/KU shall not be liable in any way for the use of
or reliance on such Reliability Coordinator Retained Rights by the Reliability Coordinator’s
Affiliate or third party for any purpose whatsoever.

6.5  Reliability Coordinator Non-Infringement; Indemnification. The Reliability
Coordinator warrants to LG&E/KU that all Reliability Coordinator’s Data and Processes,
Reliability Coordinator Pre-Existing Intellectual Property, Reliability Coordinator Retained
Rights, and deliverables prepared, produced or first developed by the Reliability Coordinator in
connection with the performance of its obligations under this Agreement shall not infringe on
any third party patent, copyright, trade secret or other third party proprietary rights. The
Reliability Coordinator shall defend, hold harmless and indemnify LG&E/KU and its Affiliates
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and their respective employees, officers, directors, principals, owners, partners, shareholders,
agents, representatives, consultants, and subcontractors (collectively, “LG&E/KU
Representatives”) from and against all claims, lawsuits, penalties, awards, judgments, court
arbitration costs, attorneys’ fees, and other reasonable out-of-pocket costs incurred in connection
with such claims or lawsuits based upon the actual or alleged infringement of any of the
foregoing rights; provided that LG&E/KU gives prompt written notice of any such claim or
action to the Reliability Coordinator, permits the Reliability Coordinator to control the defense of
any such claim or action with counsel of its choice, and cooperates with the Reliability
Coordinator in the defense thereof; and further provided that such claim or action is not based on
any alteration, modification or combination of the deliverable with any item, information or
process not provided by the Reliability Coordinator, where there would be no infringement in the
absence of such alteration, modification or combination. If any infringement action results in a
final injunction against LG&E/KU or the LG&E/KU Representatives with respect to Reliability
Coordinator’s Data and Processes, Reliability Coordinator Pre-Existing Intellectual Property,
Reliability Coordinator Retained Rights or deliverables prepared, produced or first developed by
the Reliability Coordinator in connection with the performance of its obligations under this
Agreement or in the event the use of such matters or any part thereof, is, in such lawsuit, held to
constitute infringement, the Reliability Coordinator agrees that it shall, at its option and sole
expense, either (a) procure for LG&E/KU or the LG&E/KU Representatives the right to continue
using the infringing matter, or (b) replace the infringing matter with non-infringing items of
equivalent functionality or modify the same so that it becomes non-infringing and retains its full
functionality. If the Reliability Coordinator is unable to accomplish (a) or (b) above, the
Reliability Coordinator shall reimburse LG&E/KU for all costs and fees paid by LG&E/KU to
the Reliability Coordinator for the infringing matter. The above constitutes the Reliability
Coordinator’s complete liability for claims of infringement relating to any efthe Reliability
Coordinator’s Data and Processes, Reliability Coordinator Pre-Existing Intellectual Property,
Reliability Coordinator Retained Rights, and deliverables prepared, produced or first developed
by the Reliability Coordinator in connection with the performance of its obligations under this
Agreement.

6.6  LG&E/KU Non-Infringement; Indemnification. LG&E/KU warrants to the
Reliability Coordinator that, to its knowledge, all LG&E/KU’s Data (except for Data created by
the Reliability Coordinator on behalf of LG&E/KU) and Processes, LG&E/KU Pre-Existing
Intellectual Property, and LG&E/KU Retained Rights shall not infringe on any third party patent,
copyright, trade secret or other third party proprietary rights. LG&E/KU shall defend, hold
harmless and indemnify the Reliability Coordinator and its Affiliates and their respective
employees, officers, directors, principals, owners, partners, shareholders, agents, representatives,
consultants, and subcontractors against all claims, lawsuits, penalties, awards, judgments, court
costs, and arbitration costs, attorneys’ fees, and other reasonable out-of-pocket costs incurred in
connection with such claims or lawsuits based upon the actual or alleged infringement of any of
the foregoing rights; provided that the Reliability Coordinator gives prompt written notice of any
such claim or action to LG&E/KU, permits LG&E/KU to control the defense of any such claim
or action with counsel of its choice, and cooperates with LG&E/KU in the defense thereof; and
further provided that such claim or action is not based on any alteration, modification or
combination of the deliverable with any item, information or process not provided by LG&E/KU
to the Reliability Coordinator, where there would be no infringement in the absence of such
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alteration, modification or combination. The above constitutes LG&E/KU’s complete liability
for claims of infringement relating to any of the LG&E/KU’s Data and Processes, LG&E/KU
Pre-Existing Intellectual Property, and LG&E/KU Retained Rights.

Section 7 - Indemnification.

7.1 Indemnification by the Parties. Each Party (“Indemnifying Party”) shall
indemnify, release, defend, reimburse and hold harmless the other Party and its Affiliates, and
their respective directors, officers, employees, principals, representatives and agents
(collectively, the “Indemnified Parties”) from and against any and all claims, demands,
liabilities, losses, causes of action, awards, fines, penalties, litigation, administrative proceedings
and investigations, costs and expenses, and attorney fees (each, an “Indemnifiable Loss”)
asserted against or incurred by any of the Indemnified Parties arising out of, resulting from or
based upon (a) a breach by the Indemmfymg Party of its obligations under this Agreement, (b)

the-aets-or-omisstonsclaims of bodily injury or death of any person or damage to real and/or
tangible personal property caused by the negligence or willful misconduct of the Indemnifying
Party and its Affiliates and their respective directors, officers, employees, principals,

representatlves agents or contractors durlng the Term, or (c) elrai-ms—ef—bed-ﬂ-jﬁ-nj-&r—y—er—éea%h—ef

wqﬂl-}fu%mseeﬁd&etthg agts or lesslgns of the Indemmfymg Party and its Afﬁhates and thelr
respective directors, officers, employees, principals, representatives, agents or contractors during
the Term.

7.2  No Consequential Damages. Neither Party shall be liable to the other Party
nder this Agreement f indemnification, dama r otherwise) for;nerwil-the

measu%%e#éamages—mel&d% any indirect, incidental, exemplary, punitive, special or
consequential damages, except in the case of gross negligence or willful misconduct.

7.3 Cooperation Regarding Claims. If an Indemnified Party receives notice or has
knowledge of any Indemnifiable Loss that may result in a claim for indemnification by such
Indemnified Party against an Indemnifying Party pursuant to this Section 7, such Indemnified
Party shall as promptly as possible give the Indemnifying Party notice of such Indemnifiable
Loss, including a reasonably detailed description of the facts and circumstances relating to such
Indemnifiable Loss, a complete copy of all notices, pleadings and other papers related thereto,
and in reasonable detail the basis for its claim for indemnification with respect thereto. Failure
to promptly give such notice or to provide such information and documents shall not relieve the
Indemnifying Party from the obligation hereunder to respond to or defend the Indemnified Party
against such Indemnifiable Loss unless such failure shall materially diminish the ability of the
Indemnifying Party to respond to or to defend the Indemnified Party against such Indemnifiable
Loss. The Indemnifying Party, upon its acknowledgment in writing of its obligation to
indemnify the Indemnified Party in accordance with this Section 7, shall be entitled to assume
the defense or to represent the interest of the Indemnified Party with respect to such
Indemnifiable Loss, which shall include the right to select and direct legal counsel and other
consultants, appear in proceedings on behalf of such Indemnified Party and to propose, accept or
reject offers of settlement, all at its sole cost. If and to the extent that any such settlement is
reasonably likely to involve injunctive, equitable or prospective relief or materially and
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adversely affect the Indemnified Party’s business or operations other than as a result of money
damages or other money payments, then such settlement will be subject to the reasonable
approval of the Indemnified Party. Nothing herein shall prevent an Indemnified Party from
retaining its own legal counsel and other consultants and participating in its own defense at its
own cost and expense.

Section 8 - Contract Managers; Dispute Resolution.

8.1 LG&E/KU Contract Manager. LG&E/KU shall appoint an individual (the
“LG&E/KU Contract Manager”) who shall serve as the primary LG&E/KU representative under
this Agreement. The LG&E/KU Contract Manager shall (a) have overall responsibility for
managing and coordinating the performance of LG&E/KU’s obligations under this Agreement,
and (b) be authorized to act for and on behalf of LG&E/KU with respect to all matters relating to
this Agreement. Notwithstanding the foregoing, the LG&E/KU Contract Manager may, upon
prior written notice to the Reliability Coordinator, delegate such of his or her responsibilities to
other LG&E/KU employees, as the LG&E/KU Contract Manager deems appropriate,

LG&E/KU ma N prior written notice to the Reliabili rdinator, change th
LG&E/K ntract Manager.

8.2  Reliability Coordinator Contract Manager. The Reliability Coordinator shall
appoint, among the Key Personnel identified in Attachment B, an individual (the “Reliability
Coordinator Contract Manager”) who shall serve as the primary Reliability Coordinator
representative under this Agreement. The Reliability Coordinator Contract Manager shall (a)
have overall responsibility for managing and coordinating the performance of the Reliability
Coordinator’s obligations under this Agreement, and (b) be authorized to act for and on behalf of
the Reliability Coordinator with respect to all matters relating to this Agreement.
Notwithstanding the foregoing, the Reliability Coordinator Contract Manager may, upon prior
written notice to LG&E/KU, delegate such of his or her responsibilities to other Key Personnel,
as the Reliability Coordinator Contract Manager deems appropriate._The Reliability

rdinator ma n prior written notice to LG&FE/KU, change the Reliabilit

Coordinator Contract Manager.

8.3  Resolution of Disputes. Any dispute, claim or controversy between the Parties
arising out of or relating to this Agreement (each, a “Dispute”) shall be resolved in accordance
with the procedures set forth in this Section 8.3; provided, however, that this Section 8.3 shall
not apply to Disputes arising from or relating to confidentiality or intellectual property rights (in
which case either Party shall be free to seek available legal or equitable remedies).

8.3.1 Notice of Dispute. Each Party shall provide written notice to the other
party of any Dispute, including a description of the nature of the Dispute.

8.3.2 Dispute Resolution by Contract Managers. Any Dispute shall first be
referred to the LG&E/KU Contract Manager and the Reliability Coordinator Contract
Manager, who shall negotiate in good faith to resolve the Dispute.
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8.3.3 Dispute Resolution by Executive Management Representatives. If the
Dispute is not resolved within fifteen (15) days of being referred to the LG&E/KU
Contract Manager and the Reliability Coordinator Contract Manager pursuant to Section
8.3.2, then each Party shall have five (5) days to appoint an executive management
representative who shall negotiate in good faith to resolve the Dispute.

8.3.4 Exercise of Remedies at Law or in Equity. Ifthe Parties’ executive
management representatives are unable to resolve the Dispute within thirty (30) days of
their appointment, then each Party shall be free to pursue any remedies available to it and
to take any action in law or equity that it believes necessary or convenient in order to
enforce its rights or cause to be fulfilled any of the obligations or agreements of the other
Party.

8.4  LG&E/KU Rights Under FPA Unaffected. Nothing in this Agreement is
intended to limit or abridge any rights that LG&E/KU may have to file or make application

before FERC under Section 205 of the Eederal PowerAetFPA to revise any rates, terms or
conditions of the OATT_or any other FPA jurisdictional agreement

&,_5 Rlia ilit rdinator Ri ht n rth T AA t and FPA naff t

rdinator mayv ha nder the TVA Act or the FPA, nor to r ire the Reliabilit
rdinator to violate the area limitations set forth in the TVA Act.

8.6  85-Statute of Limitations; Continued Performance. The Parties agree to waive
the applicable statute of limitations during the period of time that the Parties are seeking to
resolve a Dispute pursuant to Sections 8.3.2 and 8.3.3, and the statute of limitations shall be
tolled for such period. The Parties shall continue to perform their obligations under this
Agreement during the resolution of a Dispute.

Section 9 - Insurance.

9.1 Requirements. The Reliability Coordinator shall provide and maintain during the
Term insurance coverage in the form and with minimum limits of liability as specified below,
unless otherwise agreed to by the Parties.

9.1.1 Worker’s compensation insurance with-statutory Hmits-and-employer’s

hability-insuranee-with-Hmits-ef netdess-than-$1;000,000-in_accordance with the
Federal Empl mpensation Act (FECA

9.1.2 Commercial general liability or equivalent insurance with a combined
single limit of not less than $+6;066,6001,000,000 per occurrence. Such insurance shall
include products/completed operations liability, owners protective, blanket contractual
liability, personal injury liability and broad form property damage.
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& Omissions Insurance in the amount of $5,000,000.

9.2  Insurance Matters. All insurance coverages required pursuant to Section 9.1 shall
(a) be provided by insurance companies that have a Best Rating of A or higher, (b) provide that
LG&E/KU is an additional insured (other than the workers’ compensation insurance), (c)
provide that LG&E/KU will receive at least thirty (30) days written notice from the insurer prior
to the cancellation or termination of or any material change in any such insurance coverages, and
(d) include waivers of any right of subrogation of the insurers thereunder against LG&E/KU.
Certificates of insurance evidencing that the insurance required by Section 9.1 is in force shall be
delivered by the Reliability Coordinator to LG&E/KU prior to the Effective Date.

93 Compliance. The Reliability Coordinator shall not commence performance of
any Functions until all of the insurance required pursuant to Section 9.1 is in force, and the
necessary documents have been received by LG&E/KU pursuant to Section 9.2. Compliance
with the insurance provisions in Section 9 is expressly made a condition precedent to the
obligation of LG&E/KU to make payment for any Functions performed by the Reliability
Coordinator under this Agreement. The minimum insurance requirements set forth above shall
not vary, limit or waive the Reliability Coordinator’s legal or contractual responsibilities or
liabilities under this Agreement.

Section 10 - Confidentiality.

10.1  Definition of Confidential Information. For purposes of this Agreement,
“Confidential Information” shall mean, in respect of each Party, all activities by such Party and
information and documentation of such Party, whether disclosed to or accessed by the other
Party, in each case, in connection with this Agreement; provided, however, that the term
“Confidential #fermationlnformation” shall not include information that: (a) is independently
developed by the recipient, as demonstrated by the recipient’s written records, without violating
the disclosing Party’s proprietary rights; (b) is or becomes publicly known (other than through
unauthorized disclosure); (c) is disclosed by the owner of such information to a third party free
of any obligation of confidentiality; (d) is already known by the recipient at the time of
disclosure, as demonstrated by the recipient’s written records, and the recipient has no obligation
of confidentiality other than pursuant to this Agreement or any confidentiality agreements
between the Parties entered into before the Effective Date; or (e) is rightfully received by a Party
free of any obligation of confidentiality.

10.2  Protection of Confidential Information. All Confidential Information shall be
held in confidence by the recipient to the same extent and in at least the same manner as the
recipient protects its own confidential information, and such Confidential Information shall be
used only for purposes of performing obligations under this Agreement. Neither Party shall
disclose, publish, release, transfer or otherwise make available Confidential Information of, or
obtained from, the other Party in any form to, or for the use or benefit of, any person or entity
without the disclosing Party’s prior written consent. Each Party shall be permitted to disclose
relevant aspects of the other Party’s Confidential Information to its officers, directors, agents,
professional advisors, contractors, subcontractors and employees and to the officers, directors,
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agents, professional advisors, contractors, subcontractors and employees of its Affiliates, to the
extent that such disclosure is reasonably necessary for the performance of its duties and
obligations or the determination, preservation or exercise of its rights and remedies under this
Agreement; provided, however, that the recipient shall take all reasonable measures to ensure
that Confidential Information of the disclosing Party is not disclosed or duplicated in
contravention of the provisions of this Agreement by such officers, directors, agents,
professional advisors, contractors, subcontractors and employees. The obligations in this Section
10 shall not restrict any disclosure pursuant to any local, state or federal governmental agency or
authority if such release is necessary to comply with validapplicable laws, governmental
regulations or-final orders of regulatory bodies or courts; provided that the recipient shall give
prompt notice to the disclosing Party in reasonable time to exercise whatever legal rights the
disclosing Party may have to prevent or limit such disclosure. Further, the recipient shall
cooperate with the disclosing Party in preventing or limiting such disclosure.

1 NERC Data Confidentiality Agreement. In addition to, and not in limitation
f, th nfidentiality restrictions in tion 10.2, each Party shall sign the NERC Data
nfidentiality Agreement and shall treat all Confidential Information as transmission
rations and transmission system information pursuant to the NERC Data
nfidentiality Agreement

Section 11 - Force Majeure.

11.1  Neither Party shall be liable to the other Party for any failure or delay of
performance hereunder due to causes beyond such Party’s reasonable control, which by the
exercise of reasonable due diligence such Party is unable, in whole or in part, to prevent or
overcome (a “Force Majeure”), including acts of God, act of the public enemy, fire, explosion,
vandalism, cable cut, storm or other catastrophes, weather impediments, national emergency,
insurrections, riots, wars or any law, order, regulation, direction, action or request of any
government or authority or instrumentality thereof. Neither Party shall be considered in default
as to any obligation under this Agreement if prevented from fulfilling the obligation due to an
event of Force Majeure, except for the obligation to pay any amount when due, provided that the
affected Party:

11.1.1 gives notice to the other Party of the event or circumstance giving rise to
the event of Force Majeure;

11.1.2 affords the other Party reasonable access to information about the event or
circumstances giving rise to the event of Force Majeure;

11.1.3 takes commercially reasonable steps to restore its ability to perform its
obligations hereunder as soon as reasonably practicable, provided that the affected Party
shall not be obligated to take any steps that are not otherwise in accordance with Good
Utility Practice; and

11.1.4 exercises commercially reasonable efforts to perform its obligations

hereunder.
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Section 12 - Reporting; Audit.

12.4 121+Reporting. The Reliability Coordinator shall make regular reports to FERC
and LG&E/KU’s retail regulators as may be required by applicable law and regulations or as
may be requested by such authorities.

12.1 12:2-Books and Records. The Reliability Coordinator shall maintain full and
accurate books and records pertinent to this Agreement, and the Reliability Coordinator shall
maintain such books and records for three (3) years following the expiration or early termination
of this Agreement or longer if necessary to resolve a pending Dispute. LG&E/KU will have the
right, at reasonable times and under reasonable conditions, to inspect and audit, or have an
independent third party inspect and audit, the Reliability Coordinator’s operations and books to
(a) ensure compliance with this Agreement, (b) verify any cost claims or other amounts due
hereunder, and (c) validate the Reliability Coordinator’s internal controls with respect to the
performance of the Functions. The Reliability Coordinator shall maintain an audit trail,
including all original transaction records, of all financial and non-financial transactions resulting
from or arising in connection with this Agreement as may be necessary to enable LG&E/KU or
the independent third party, as applicable, to perform the foregoing activities. LG&E/KU shall
be responsible for any costs and expenses incurred in connection with any such inspection or
audit, unless such inspection or audit discovers that LG&E/KU was charged inappropriate or
incorrect costs and expenses, in which case, the Reliability Coordinator shall be responsible for a
percentage of the costs and expenses incurred in connection with such inspection or audit equal
to the percentage variance by which LG&E/KU was charged inappropriate or incorrect costs and
expenses. The Reliability Coordinator shall provide reasonable assistance necessary to enable
LG&E/KU or an independent third party, as applicable, and shall not be entitled to charge
LG&E/KU for any such assistance. Amounts incorrectly or inappropriately invoiced by the
Reliability Coordinator to LG&E/KU, whether discovered prior to or subsequent to payment by
LG&E/KU, shall be adjusted or reimbursed to LG&E/KU by the Reliability Coordinator within
twenty (20) days of notification by LG&E/KU to the Reliability Coordinator of the error in the
invoice.

12.2 123-Regulatory Compliance. The Reliability Coordinator shall comply with all

reasonable requests by LG&E/KU to the-extent-censidered-reasonablynecessary by EG&EAKY
te—comply with &ML‘[he Sarbanes-Oxley Act er—ethef and related related regulatory

g;gEgKgg mag hlrg! at

it xpen rL EK may direct th Rlia illt 1nat r to hire, at LG&E/K
an in ndent auditor to revi it and prepare audit reports_associated with
hg Rgllat_zllltg Coordinator’s ggntrglg ang gy_gtgmg relatlng to the Functlons and LG&E/KU S

ﬁnan01al statements and reports
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: : 3 3 rts may not

required more fr ntl than twi ntra t Y ar. Th R liabilit rdinator
shall notify LG&E/KU prior to or at the time of any significant or material change to any
internal process or financial control of the Reliability Coordinator that would or might impact the
Functions performed for or on behalf of LG&E/KU or that would, or might, have a significant or
material effect on such process’s mitigation of risk or upon the integrity of LG&E/KU’s financial
reporting or disclo sures—kt—srhal-l—neﬂ-fy—I:G&EﬁKH and provide fullsufficient details of the
change so as to enable LG&E/KU a I its in ndent auditors to review the change and
evaluate its 1mpact on its internal controls and ﬁnanc1al reportmg LG&ELIQU—shal-l—ha*l%the

The Rehablhtz Coordmato

§hall ggggg g glth thg 1nggggng_1gnt aggltgrg ang Lg;gEgK!} to gnat_zlg the preparation of
the reports n ary t mplyv with tion 404 of the Sarban xlev Act, consistent

with the other provisions of this Agreement.
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Section 13 - Independent Contractor.

The Reliability Coordinator shall be and remain during the Term an independent
contractor with respect to LG&E/KU, and nothing contained in this Agreement shall be (a)
construed as inconsistent with that status, or (b) deemed or construed to create the relationship of
principal and agent or employer and employee, between the Reliability Coordinator and
LG&E/KU or to make either the Reliability Coordinator or LG&E/KU partners, joint ventures,
principals, fiduciaries, agents or employees of the other Party for any purpose. Neither Party
shall represent itself to be an agent, partner or representative of the other Party. Neither Party
shall commit or bind, nor be authorized to commit or bind, the other Party in any manner,
without such other Party’s prior written consent. Personnel employed, provided or used by any
Party in connection herewith will not be employees of the other Party in any respect. Each Party
shall have full responsibility for the actions or omissions of its employees and shall be
responsible for their supervision, direction and control.

Section 14 - Taxes.
Each Party shall be responsible for the payment of its own taxes, including taxes based on

its net income, employment taxes of its employees, taxes on any property it owns or leases, and
sales, use, gross receipts, excise, value-added or other transaction taxes.

Section 15 - Notices.

Notices. Except as otherwise specified herein, any notice required or
authorized by this Agreement shall be deemed properly given to a Party when sent to its

ignated representati facsimile or other electronic mean ith nfirmation

If to LG&E/KU:

Louisville Gas and Electric Company

11 rth 3" Street
Louisville, Kentucky 40202

Facsimile: (—502) 627-4716
And
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Kentucky Utilities Company

119 North 3" Street
Louisville, Kentucky 40202
Facsimile: (—502) 627-4716

If to the Reliability Coordinator:

Tennessee Valley Authority

1101 Market Street, P 2A
hattanooga, Tenn 402-2801
Facsimile: (—423) ———697-4120

15.2 154-Changes. Either Party may, from time to time, change the names, addresses,
facsimile numbers or other notice information set out in Section 15.1 by notice to the other Party
in accordance with the requirements of Section 15.1.

Section 16 - Key Personnel; Work Conditions.

16.1 16-5-Key Personnel. All Key Personnel shall be properly certified and licensed, if
required by law, and be qualified and competent to perform the Functions. The Reliability
Coordinator shall provide LG&E/KU prior written notice of the replacement of any Key
Personnel.

16.2 16-6-Conduct of Key Personnel and Reporting. The Reliability Coordinator
agrees to require that the Key Personnel comply with the Reliability Coordinator’s employee
code of conduct, a current copy of which has been provided to LG&E/KU. The Reliability
Coordinator may amend its employee code of conduct at any time, provided that the Reliability
Coordinator shall promptly provide the LG&E/KU Contract Manager with a copy of the
amended employee code of conduct. If any Key Personnel commits fraud or engages in material
violation of the Reliability Coordinator’s employee code of conduct, the Reliability Coordinator
shall promptly notify LG&E/KU as provided above and promptly remove any such Key
Personnel from the performance of the Functions.

16.3 167 Personnel Screening. The Reliability Coordinator shall be responsible for
conducting, in accordance with applicable law (including the Fair Credit Reporting Act, The Fair
and Accurate Credit Transactions Act, and Title VII of the Civil Rights Act of 1964), adequate
pre-deployment screening of the Key Personnel prior to commencing performance of the
Functions. By deploying Key Personnel under this Agreement, the Reliability Coordinator
represents that it has completed the Screening Measures (as defined below) with respect to such
Key Personnel. To the extent permitted by applicable law, the term “Screening Measures” shall
include, at a minimum, a background check including: (a) a Terrorist Watch Database Search;
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(b) a Social Security Number trace; (c) motor vehicle license and driving record check; and (d) a
criminal history check, including, a criminal record check for each county/city and state/country
in the employee’s residence history for the maximum number of years permitted by law, up to
seven (7) years. Unless prohibited by law, if, prior to or after assigning a Key Personnel to
perform the Functions, the Reliability Coordinator learns of any information that the Reliability
Coordinator considers would adversely affect such Key Personnel’s suitability for the
performance of the Functions (including based on information discovered from the Screening
Measures), the Reliability Coordinator shall not assign the Key Personnel to the Functions or, if
already assigned, promptly remove such Key Personnel from performing the Functions and
immediately notify LG&E/KU of such action.

164 16-8-Security. LG&E/KU shall have the option of barring from LG&E/KU’s
property any Key Personnel whom LG&E/KU determines is not suitable in accordance with the
applicable laws pursuant to Sections 16.1 through 16.3.

Section 17 - Miscellaneous Provisions.

17.1  Governing Law. This Agreement and the rights and obligations of the Parties

hereunder shall be governed by and construed in accordance with theapplicable state and
federal lawse#Ken%aeky—wﬁhe&Fgwmg—eﬁfeeHe—H&ee&ﬂ}ets—eﬂa%%ﬁesi without regard to

the la iring the applicabilitv of the la f another iction.

17.2 173-Amendment. This Agreement shall not be varied or amended unless such
Varlatlon or amendment 1s agreed to by the Parties in ertlng—aﬁd—aeeep{ed—by—F-E-]éM%Pames
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17.3 AgglgnmgntE gglthgr Partg §hall §gll! assign, gr gthgrglgg transfer any or all
of its respective rights hereunder, or delegate any or all of its respective obligations under
this Agreement.

17.4 175-No Third Party Beneficiaries. Exeeptas-otherwise-expressly
providedNothing in this Agreement;-this_is intended to confer any benefits upon any person

or entity not a Partg to th1§ AgrggmgntE Thlg Agreement is made solely for the beneﬁt of the
Partles and ; ' :

efn thin h rein hall nstr as a sti latl nf rth n fit f th 1S, and no thir

party shall be entitled to enforce this Agreement as-third-party-benefietary-or-otherwiseagainst
any Party hereto.

17.5 176-Waivers. No waiver of any provision of this Agreement shall be effective
unless it is signed by the Party against which it is sought to be enforced. The delay or failure by
either Party to exercise or enforce any of its rights under this Agreement shall not constitute or
be deemed a waiver of that Party’s right thereafter to enforce those rights, nor shall any single or
partial exercise of any such right preclude any other or further exercise thereof or the exercise of
any other right.

17.6 177 Severability; Renegotiation. The invalidity or unenforceability of any
portion or provision of this Agreement shall in no way affect the validity or enforceability of any
other portion or provision herein. If any provision of this Agreement is found to be invalid,
illegal or otherwise unenforceable, the same shall not affect the other provisions hereof or the
whole of this Agreement and shall not render invalid, illegal or unenforceable this Agreement or
any of the remaining provisions of this Agreement. If any provision of this Agreement or the
application thereof to any person, entity or circumstance, is held by a court or regulatory
authority of competent jurisdiction to be invalid, void or unenforceable, or if a modification-e+,
condition_or other change to this Agreement is imposed by saeha court or regulatory authority;
of competent jurisdiction which materially affects the benefits or obligations of the Parties,
then the Parties shall in good faith negotiate such amendment or amendments to this Agreement
as will restore the relative benefits and obligation of the Parties immediately prior to such

holding, modification or condition._If such negotiations are unsuccessful, then either Party
may terminate this Agreement pursuant t tion 4.5.1

17.7 178 Representations and Warranties. Each Party represents and warrants to the
other Party as of the date-hereefExecution Date and the Effective Date as follows:
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+78+17.7.1 Organization. It is duly organized, validly existing and in good
standing under the laws of the State in which it was organized or applicable Federal law,
and has
all the requisite power and authority to own and operate its material assets and properties
and to carry on its business as now being conducted and as proposed to be conducted
under this Agreement.

178217.7.2 Authority. It has the requisite power and authority to execute and
deliver this Agreement and, subject to the procurement of applicable regulatory
approvals, to perform its obligations under this Agreement. The execution and delivery
of this Agreement by it and the performance of its obligations under this Agreement have
been duly authorized by all necessary corporate action required on its part.

+78317.7.3 Binding Effect. Assuming the due authorization, execution and
delivery of this Agreement by the other Party, this Agreement constitutes its legal, valid
and binding obligation enforceable against it in accordance with its terms, except as the
same may be limited by bankruptcy, insolvency or other similar applicable laws affecting
creditors’ rights generally, and by general principles of equity regardless of whether such
principles are considered in a proceeding at law or in equity.

178417.7.4 Regulatory Approval. It has obtained or will obtain by the
Effective Date, any and all approvals of, and acceptances for filing by, and has given or
will give any notices to, any applicable federal or state authority, nelading FERCthat
are required for it to execute, deliver, and perform its obligations under this Agreement.

+78-517.7.5 No Litigation. There are no actions at law, suits in equity,
proceedings, or claims pending or, to its knowledge, threatened against it before or by
any federal, state, foreign or local court, tribunal, or governmental agency or authority
that might materially delay, prevent, or hinder the performance by such entity of its
obligations hereunder.

178-617.7.6 No Violation or Breach. The execution, delivery and performance
by it of its obligations under this Agreement do not and shall not: (a) violate its
organizational documents; (b) violate any applicable law, statute, order, rule, regulation
or judgment promulgated or entered by any applicable federal or state authority, which
violation could reasonably be expected to materially adversely affect the performance of
its obligations under this Agreement; or (c) result in a breach of or constitute a default of
any material agreement to which it is a party.

17.8 179-Further Assurances. Each Party agrees that it shall execute and deliver such
further instruments, provide all information, and take or forbear such further acts and things as
may be reasonably required or useful to carry out the purpose of this Agreement and are not
inconsistent with the provisions of this Agreement.

17.9 1730-Entire Agreement. This Agreement and the Attachments hereto set forth
the entire agreement between the Parties with respect to the subject matter hereof, and supersede
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all prior agreements, whether oral or written, related to the subject matter of this Agreement.
The terms of this Agreement and the Attachments hereto are controlling, and no parole or
extrinsic evidence, including to prior drafts and drafts exchanged with any third parties, shall be
used to vary, contradict or interpret the express terms, and conditions of this Agreement.

17.10 #7H1-Good Faith Efforts. Each Party agrees that it shall in good faith take all
reasonable actions necessary to permit it and the other Party to fulfill their obligations under this
Agreement. Where the consent, agreement or approval of any Party must be obtained hereunder,
such consent, agreement or approval shall not be unreasonably withheld, delayed or conditioned.
Where a Party is required or permitted to act, or omit to act, based on its opinion or judgment,
such opinion or judgment shall not be unreasonably exercised. To the extent that the jurisdiction
of any federal or state authority applies to any part of this Agreement or the transactions or
actions covered by this Agreement, each Party shall cooperate with the other Party to secure any
necessary or desirable approval or acceptance of such authorities of such part of this Agreement
or such transactions or actions.

17.11 #742-Time of'the Essence. With respect to all duties, obligations and rights of
the Parties, time shall be of the essence in this Agreement.

17.12 #743-Interpretation. Unless the context of this Agreement otherwise clearly
requires:

+713417.12.1 all defined terms in the singular shall have the same
meaning when used in the plural and vice versa;

1713217.12.2 the terms “hereof,” “herein,” “hereto” and similar words
refer to this entire Agreement and not to any particular Section, Attachment or any other
subdivision of this Agreement;

1713317.12.3 references to “Section” or “Attachment” refer to this
Agreement, unless specified otherwise;

1713417.12.4 references to any law, statute, rule, regulation, notification
or statutory provision shall be construed as a reference to the same as it applies to this
Agreement and may have been, or may from time to time be, amended, modified or re-
enacted;

+713517.12.5 references to “includes,” “including” and similar phrases
shall mean “including, without limitation;”

+713-617.12.6 the captions, section numbers and headings in this
Agreement are included for convenience of reference only and shall not in any way affect
the meaning or interpretation of this Agreement;

3717127 “or” may not be mutually exclusive, and can be construed
to mean “and” where the context requires there to be a multiple rather than an alternative
obligation; and
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+713817.12.8 references to a particular entity include such entity’s
successors and assigns to the extent not prohibited by this Agreement.

17.12.9 any capitalized terms used in this Agreement, including the
Appendices, that are not defined in this Agreement or in the Appendices, shall have the

meanin tablished in the applicable NER mentation

17.13 1734-Joint Effort. Preparation of this Agreement has been a joint effort of the
Parties and the resulting document shall not be construed more severely against one of the
Parties than against the other and no provision in this Agreement is to be interpreted for or
against any Party because that Party or its counsel drafted such provision. Each Party
acknowledges that in executing this Agreement its has relied solely on its own judgment, belief
and knowledge, and such advice as it may have received from its own counsel, and it has not
been influenced by any representation or statement made by the other Party or its counsel not
contained in this Agreement.

17.14 1745 Counterparts. This Agreement may be executed in any number of
counterparts, each of which shall be deemed to be an original, but all of which together shall
constitute one and the same instrument, binding upon LG&E/KU and the Reliability
Coordinator, notwithstanding that LG&E/KU and the Reliability Coordinator may not have
executed the same counterpart.

Issued By: Paul W. Thompson, Senior Vice President, Energy Svcs. Effective On Transmission
Issued On: Oeteber72005January 10, 2006 Owner’s Exit from the

Midwest ISO



The LG&E Companies Original Sheet No.
FERC Electric Tariff, First Rev. Vol. 1

The Parties have caused this Reliability Coordinator Agreement to be executed by their
duly authorized representatives as of the dates shown below.

LOUISVILLE GAS AND ELECTRIC COMPANY

Name:
Title:
Date:

KENTUCKY UTILITIES COMPANY

Name:
Title:
Date:

TENNESSEE VALLEY AUTHORITY

Name:

Title:

Date:
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ATTACHMENT A
TO THE RELIABILITY COORDINATOR AGREEMENT

DESCRIPTION OF THE FUNCTIONS

The Reliabilit rdinator is r nsible for bulk transmission reliabili

power §gggl¥ rghal_nhtg fgngtlgng in agggrgangg glth the tgrmg gf this Agrggmgnt! Bglk

atch of generation and orderin rtailment of transactions and/or load. P r 1
rgliat_zilitg functions include monitoring Balancing Area performance and ordering the
Balancing Authorities and Transmission rators to take actions. including loa

rtailment and increasin reasin neration in it ations where an imbalan
tween generation and load places th tem in j The Reliabilit rdinator

Pr hall nsistent with th f ER an ar ll tin the NER

nder this Agreement, the Reliabilit rdinator shall perform the following function
(the “Functions”):

General Functions:

a) Serve as NER ignated reliabilit rdinator and represent the TVA Reliabilit
Area at the NERC and regional reliability council level.

b) Implement applicable NERC and regional reliability criteria initiati

maintaining a connection to NERC’s Interregional rit rk (“ISN”), day-
ahead load-flow analysis, transmission loading relief procedures, and information
exchange.

¢) Develop an rdinate with the RCAC new Reliabilit rdinator Pr
and revisions to existing Regional rdinator Pr r

d) Exchange timely, accurate, and relevant transmission system information

L E/KU, the In ndent Transmission Organization, and with other reliabilit
coordinators.
¢) Develop and maintain system models and tools needed to perform analysis needed

to develop operational plans.

i} rdinate with neighboring reliabili rdinators and other operating entiti
appropriate to ensure regional reliabilit
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g) All other reliability coordinator functions as required for the Parties’ compliance

ith applicable NERC Standards and Regional Reliabilit ncil Standards, a

the same ma amen r modified from time to tim

Real-time Operations:

> ~oordination with the Independent T csion Orcanization:
a) Monitor, analvze, and coordinate the reliability of the Parties’ facilities and

interfa ith other Balancing Authorities, Transmission rators, and other

reliability coordinators.

b) Perform anal t lop an evaluation of system conditions. LG&E/KU will
rovide n ary information ta and transactions) and transmission
tem conditions, as applicable, to the Reliabilit rdinator in accordan ith
applicable NERC Standar The results of these anal ill rovi t
L E/KU and neighboring reliabilit rdinators in accordan ith applicabl
NERC Standards and Regional Reliabilit ncil Standar

¢) Exchange timely, accurate, and relevant transmission system information with

L E/KU an ith other reliabilit rdinator
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d) Determine, direct, an ment a riat L ti ns t taken by the Parti
accordan ith th ER tandar 1nl rtailment f transmission servi

allggiatgfagllltg gggrlgagg ang at_zngrmal voltage ggngltlgngE and gthg T
circumstances that affect interregional bulk power reliability.

e) rdinate transmission loading relief an Ita rrection action
LG&E/KU and with other reliabili rdinator

a) Perform analyses to develop an evaluation of the expected next-day transmission

tem rations. L E shall provi neration-related information
ta and transactions) and expected transmission tem condition

transmission facility outages and transactions), as applicable, to the Reliability

rdinator for the next-da ration in accordan ith applicable NER
tandards and Regional Reliabilit ncil Standar The results of th
anal hall rovi to L E/KU, In ndent Transmission Oreganization
and neighboring reliabilit rdinators in accordan ith applicable NER
tandards and Regional Reliabilit ncil Standar
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Eacilitios Studve
b) Perform analysis of planned transmission and generation outages and coordination
f outa ith NER articipants in reliabilit rdination agreements, an
ther reliabilit rdinators as appropriate and as requir ERC. Thi

service provides for the analysis and coordination of planned outages which are
bevond next day and intra-day outages.

¢) Analyvze and approve all planned maintenan hedules on facilities 100kV an
a and planned maintenan f generation faciliti mitt L E/KU in
conjunction with other work on the regional transmission grid to determine the
impact of L E/KU’s planned maintenan hedule on the reliability of th
facilities under TVA's purview as Reliability Coordinator, and the purview of
neighboring reliability coordinators, and any other relevant effects; and coordinate
impacts on available transfer capability with the designated Independent

Transmission Organization

icsion Planni herity:

d) rdinate, as requir ither NERC or other agreements, planned maintenan
hedul ith all adjacent reliabilit rdination areas and/or Control Areas an

Transmission Providers; as well as the designated Independent Transmission
Organization.

D
= @)

e) Identif inat termination of flowgates requirin
Reciprocal rdination (twice annuall

. Lannine i 1 » | L of the OATT.
0) Historic Firm Fl alculation -- compile reservation set ba n Freeze Date;

compile designated resources based on Freeze Date; calculate Historic Firm Flow
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al and Ratios for all rdinated fl at n both L E/KU’ tem an
adjoinin tems (Bi-annual

g) Develop reciprocal coordination agreements that establish h ach ratin

Entity will consider its own flowgate or constraint usage as well as the usage of other

rating Entiti hen it determines the amount of fl ate or constraint capacit

remaining. This process will include both operating horizon determination as well
as forward looking capacity allocation.

OATH-
h) Implement AFC Pr -- determine AFC attribute requirements; obtain NNL
Impact Data; implement Allocation Calculation Pr ; implement ASTF
Pr ; implement AF alculation Pr ; implement CMP iness rules for
AF ASTF

1) The Reliability Coordinator will provide LG&E/KU /designated Independent
Transmission Organization the data n ary to analvze r ts for n

transmission service, including Transmission Distribution Factors, flowgate
attribute information and flowgate allocations on an hourly basis. (Note: This does

not include the software required to analyze new transmission service requests.
Thi ftwar 1 r ired for full participation in the JRCA

Plannin rdinator:
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; . 1 ies. LG&E/KU e il | Plan.
As part of its Functions, the Reliabilit rdinator will act as the Plannin rdinator
an ill ensure a long-term (on ar an n lan is available for a ate r I
and transmission within the Area. The Reliabilit rdinator will integrate and a

the plans from the Transmission Planners and R rce Planners within the PC Area t

ensure those plans meet the reliability standards, and coordinate the development of
recommended solutions to plans that do not meet those standards.

a) Integrate transmission and r r mand and capacit tem models from P

Area operating entities to evaluate transmission system performance and resource

b) Apply methodologies and tools to a and analyze the transmission system

expansion plans and the resource adequacy plans.

¢) Collect all information and data required for modeling and evaluation purposes.

d) Review the Independent Transmission Organization analysis of customer requests
for interconnection and transmission service.

¢) Review the In ndent Transmission Organization TTC val ne vear an
nd) as appropriat
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i} rdinate a PC Area expansion plan review and communication with k

stakeholders.

g) rdinate the integration of PC Area plans with neighboring PA/P
broad multi-regional transmission plan.
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ATTACHMENT B
TO THE RELIABILITY COORDINATOR AGREEMENT

LIST OF KEY PERSONNEL
[To be provided by TVA]
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Alan Robbins Member

Jennings, Strouss & Salmon

1700 Pennsylvania Ave., NW

Suite 500

Washington, DISTRICT OF COLUMBIA 20006
arobbins@jsslaw.com

Amanda Riggs

Wright & Talisman, P.C.

1200 G Street NW

Ste 600

Washington, DISTRICT OF COLUMBIA 20005
riggs@wrightlaw.com

Betsy Carr

Dynegy Inc.

1000 Louisiana

Suite 5800

Houston, TEXAS 77002
betsy.carr@dynegy.com

Christopher M Foley Director, Counsel

Edison Mission Energy

555 12th Street, NW

Suite 640

Washington, DISTRICT OF COLUMBIA 20004
cfoley@edisonmission.com

Dan Lane

INDIANA MUNICIPAL POWER AGENCY
11610 North College Ave.

Carmel, INDIANA 46032

dlane@impa.com

David D'Alessandro Managing Partner

Stinson Morrison Hecker LLP

1150 18th Street, NW

Suite 800

Washington, DISTRICT OF COLUMBIA 20036
ddalessandro@stinsonmoheck.com

David E Pomper Attorney

Spiegel & McDiarmid

1333 New Hampshire Ave.

Washington, DISTRICT OF COLUMBIA 20036
david.pomper@spiegelmcd.com

Alan J Statman

Wright & Talisman, P.C.

1200 G Street, N.W.

Suite 600

Washington, DISTRICT OF COLUMBIA 20005
statman@wrightlaw.com

Arthur W. ller Counsel
Wisconsin Electric Power Co.
231 W. Michigan Street, A292 L
Milwaukee, WISCONSIN 53203
arthur.iler@we-energies.com

Christopher J Norton Manager of Transmission Affair

AMPOHIO

2600 Airport Dr
Columbus, OHIO 43219
cnorton@amp-ohio.org

Cindy S. Bogorad

Spiegel & McDiarmid

1333 New Hampshire Ave., N.W.

Washington, DISTRICT OF COLUMBIA 20036
cynthia.bogorad@spiegelmcd.com

Dan Sanford Attorney

American Transmission Company, LLC

N19 W23993 Ridgeview Parkway W, P.O. Box 47
Waukesha, WISCONSIN 53187-0047
dsanford@atcllc.com

David Fein

AES NewEnergy Inc.

550 W. Washington Blvd.
Chicago, ILLINOIS 60661
david.fein@constellation.com

David F. Boehm Senior Partner
BOEHM, KURTZ & LOWRY
36 E. Seventh St.

Suite 1510

Cincinnati, OHIO 45202
dboehmlaw@aol.com



David Oliver Dardis Attorney

Hunton & Williams LLP

1900 K Street, N.W.

Washington, DISTRICT OF COLUMBIA 20006-1109
ddardis@hunton.com

Debra A Palmer Attorney

Schiff Hardin LLP

1101 Connecticut Avenue, NW

Suite 600

Washington, DISTRICT OF COLUMBIA 20036-4390
dpalmer@schiffhardin.com

Douglas F. John

John & Hengerer

1200 17th Street, N.W.

Suite 600

Washington, DISTRICT OF COLUMBIA 20036-3013
djohn@jhenergy.com

E Service

KENTUCKY MUNICIPALS

Spiegel & McDiarmid

1333 New Hampshire Ave., NW

Washington, DISTRICT OF COLUMBIA 20036
eService@spiegelmecd.com

Frank Venhuizen

Northern Indiana Public Service Company
801 East 86th Avenue

Merrillville, INDIANA 46410
favenhuizen@nisource.com

James R Keller Director - Federal Regulatory
We Energies

333 W. Everett St.

Room A214

Milwaukee, WISCONSIN 53203
ferc@we-energies.com

Jeffrey Sherman Associate

Skadden, Arps, Slate, Meagher & Flom LLP
1440 New York Ave

Washington, DISTRICT OF COLUMBIA 20005
jsherman@skadden.com

David R Straus Thompson Coburn LLP

Thompson Coburn

1909 K Street NW Ste 600

Washington, DISTRICT OF COLUMBIA 20006-1167
dstraus@thompsoncoburn.com

Diego Gomez

Cinergy Services, Inc.

139 East Fourth St.
Cincinnati, OHIO 45201
diego.gomez@cinergy.com

Douglas L Curry

Lincoln Electric System

1040 "O" Street

Lincoln, NEBRASKA 68508
dcurry@les.com

Excetral K. Caldwell Senior Attorney
Williams Companies, The

One Williams Center

Suite 4100

Tulsa, OKLAHOMA 74172
Excetral.Caldwell@williams.com

Geo. F Hobday Associate

Hogan & Hartson, L.L.P.

555 Thirteenth St., N.W.

Washington, DISTRICT OF COLUMBIA 20004
ghobday@hhlaw.com

Jason Cox Director, Regulatory Affairs
Dynegy Power Marketing, Inc.

1000 Louisiana Ave

Suite 5800

Houston, TEXAS 77002
jason.cox@dynegy.com

John E McCaffrey

1150 18th Street, NW

Ste. 800

Washington, DISTRICT OF COLUMBIA 20036
jmccaffrey@stinsonmoheck.com



John H Conway

Brickfield Burchette Ritts & Stone, PC

1025 Thomas Jefferson Street NW

Eighth Floor, West Tower

Washington, DISTRICT OF COLUMBIA 20007
jconway@bbrslaw.com

John Robert Lilyestrom

Hogan & Hartson, L.L.P.

555 13th Street, NW

Washington, DISTRICT OF COLUMBIA 20004
jrlilyestrom@hhlaw.com

Karen Hill Vice President Fed Regulatory
Exelon Corporation

101 Constitution Ave.

Suite 400 E

Washington, DISTRICT OF COLUMBIA 20004
karen.hill@exeloncorp.com

Lisa M Decker Counsel
Constellation Energy Group Inc.
111 Market Place

Suite 500

Baltimore, MARYLAND 21202
lisa.decker@constellation.com

Margaret Elizabeth McNaul

Thompson Coburn

1909 K Street, N.W.

Suite 600

Washington, DISTRICT OF COLUMBIA 20006
mmcnaul@thompsoncoburn.com

Michael E. Small

Wright & Talisman, P.C.

1200 G Street, N.W.

Suite 600

Washington, DISTRICT OF COLUMBIA 20005
small@wrightlaw.com

Michael S Beer Vice President
LG&E Energy Corp, LLC

220 West Main Street
Louisville, KENTUCKY 40202
mike.beer@lgeenergy.com

John P. Mathis Vice President and Associate G
Edison Mission Energy

555 12th Street, NW

Suite 640

Washington, DISTRICT OF COLUMBIA 20004
jmathis@edisonmission.com

John W Bentine Chester Willcox & Saxbe LLP
65 E State Street

Ste 1000

Columbus, OHIO 43215
jbentine@cwslaw.com

Lebawit Girma

Skadden, Arps, Slate, Meagher & Flom LLP
703 Richmond Ave

Silver Spring, MARYLAND 20910
Igirma@skadden.com

MACK THOMPSON Principal Advisor
Michigan Electric Transmission Co., LLC
3001 Orchard Vista Drive SE

Suite 300

Grand Rapids, MICHIGAN 49546
mthompson@metcllic.com

Mary Elizabeth Benge Of Counsel

Sullivan & Worcester LLP

1666 K Street, NW

Washington, DISTRICT OF COLUMBIA 20006
mbenge@sandw.com

Michael R Beiting Associate General Counsel
FirstEnergy Corp.

76 South Main St.

Akron, OHIO 44308
beitingm@firstenergycorp.com

Noel Symons Attorney

Skadden, Arps, Slate, Meagher & Flom LLP
1440 New York Ave

Washington, DISTRICT OF COLUMBIA 20005
nsymons@skadden.com



Paul D Reising

Reising & Reising

8706 Lancaster Road

Indianapolis, INDIANA 46260-1666
pdreising@comcast.net

Reem Fahey

Midwest Generation EME, LLC
440 S. LaSalle

Suite 3500

Chicago, ILLINOIS 60605
rfahey@mwgen.com

Robert Fallon

Dickstein Shapiro Morin & Oshinsky LLP

2101 L Street

Washington, DISTRICT OF COLUMBIA 20037
fallonr@dsmo.com

Stephen L Teichler Partner

Duane Morris LLP

1667 K Street, NW

Suite 700

Washington, DISTRICT OF COLUMBIA 20006
slteichler@duanemorris.com

Steven T Naumann

Exelon Corporation

440 S. LaSalle Street, Suite 3300
Chicago, ILLINOIS 60605
steven.naumann@exeloncorp.com

Thomas H. Wrenbeck Senior Regulatory Analyst
International Transmission Company

39500 Orchard Hill Place

Suite 200

Novi, MICHIGAN 48375
twrenbeck@itctransco.com

William L Bourbonnais VP - Transmission
WPS Resources Corporation

600 N. Adams Street

Green Bay, WISCONSIN 54307-9002
whbourbo@wpsr.com

Raymond O. Sturdy Attorney
Detroit Edison Company
2000 2nd Avenue

Detroit, MICHIGAN 48226
sturdyr@dteenergy.com

richard g raff staff attorney

po box 615

frankfort, KENTUCKY 40601
rgraff@ky.gov

Robert A Weishaar

McNees Wallace & Nurick LLC

777 North Capitol Street, NE

Suite 401

Washington, DISTRICT OF COLUMBIA 20002
rweishaar@mwn.com

steve g. kozey esquire
701 city center

carmel, INDIANA 46032
skozey@midwestiso.org

Thomas Trauger

Spiegel & McDiarmid

1333 New Hampshire Ave., NW

Washington, DISTRICT OF COLUMBIA 20036
tom.trauger@spiegelmcd.com

William D Booth Attorney
Bruder, Gentile & Marcoux LLP
1701 Pennsylvania Ave., NW
Suite 900

Washington, D.C. 20006-5805
wdbooth@brudergentile.com

Kentucky Office of the Governor
700 Capitol Ave.
Frankfort, KY 40601-3410



Kentucky Public Service Commission
PO Box 615
Frankfort, KY 40602-0615

Charles D. Gray

National Assn of Regulatory Util. Cmmrs.

Washington, DC 20005-3553

TVA Distributor Group
1333 New Hampshire Ave., NW
Washington, DC 20036

George Allen
U.S. Senator
Washington, DC 20510

Mitch McConnell
U.S. Senator
Washington, DC 20510

Secretary
Virginia State Corporation Commission
PO Box 1197

Lincoln Electric System
1333 New Hampshire Ave., N.W.
Washington, DC 20036

E Service

OWENSBORO MUNICIPAL UTILITIES

1333 New Hampshire Ave., NW
Washington, DC 20036

John W. Warner
U.S. Senator
Washington, DC 20510

Jim Bunning
U.S. Senator
Washington, DC 20510

Virginia Office of the Governor
State Capitol
Richmond, VA 23219

James R Keller

Wisconsin Electric Power Company
PO Box 2046

Milwaukee, WI 53201-2046



Notice of Filing



UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

LG&E Energy LLC Docket No. EC06-4-000

)
)
Louisville Gas and Electric Company, et al. ) Docket No. ER06-20-000

NOTICE OF FILING
( )

Take notice that on January 10, 2006, LG&E Energy LLC, together with and on behalf of
its public utility operating company subsidiaries Louisville Gas and Electric Company
(“LG&E”) and Kentucky Utilities Company (“KU”) (collectively, “Applicants™), filed
amendments to its application with the Commission seeking acceptance of certain rates, terms,
and conditions necessary for them to: (i) withdraw from the Midwest Independent Transmission
System Operator, Inc. and regain operational control of their respective transmission systems; (ii)
install a third party to act as reliability coordinator for their transmission facilities; and (iii)
install an independent third party to act as tariff administrator for their transmission system. The
amendments include finalized versions of Applicants’ Independent Transmission System
Organization and Reliability Coordinator Agreements, as well as a final version of Applicants’
Withdrawal Agreement with the Midwest 1SO.

Any person desiring to intervene or to protest this filing must file in accordance with
Rules 211 and 214 of the Commission’s Rules of Practice and Procedure (18 CFR 385.211 and
385.214). Protests will be considered by the Commission in determining the appropriate action to
be taken, but will not serve to make protestants parties to the proceeding. Any person wishing to
become a party must file a notice of intervention or motion to intervene, as appropriate. Such
notices, motions, or protests must be filed on or before the comment date. Anyone filing a
motion to intervene or protest must serve a copy of that document on the Applicants. On or
before the comment date, it is not necessary to serve motions to intervene or protests on persons
other than the Applicants.

The Commission encourages electronic submission of protests and interventions in lieu
of paper using the “eFiling” link at http://www.ferc.gov. Persons unable to file electronically
should submit an original and 14 copies of the protest or intervention to the Federal Energy
Regulatory Commission, 888 First Street, N.E., Washington, D.C. 20426. This filing is
accessible on-line at http://www.ferc.gov, using the “eLibrary” link and is available for review in
the Commission’s Public Reference Room in Washington, D.C. There is an “eSubscription” link
on the web site that enables subscribers to receive email notification when a document is added
to a subscribed docket(s). For assistance with any FERC Online service, please email
FERCOnlineSupport@ferc.gov, or call (866) 208-3676 (toll free). For TTY, call (202) 502-8659.
Comment Date: 5:00 pm Eastern Time on (insert date).

Magalie R. Salas
Secretary



CERTIFICATE OF SERVICE
I hereby certify that on this 10th day of January, 2006, I have caused a copy of the
foregoing document to be served on each person listed on the Secretary’s official service list for

the above-referenced proceeding.

/s/

Anne K. Dailey

TROUTMAN SANDERS LLP

401 9™ Street, NW, Suite 1000
Washington, D.C. 20004





