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Elizabeth O'Donnell 
Executive Director 
Kentucky Public Service Commission 
2 11 Sower Boulevard 
Frankfort, Kentucky 40601 

RE: In the Matter o f  the Auvlication ofLouisville Gas and Electric Comvanv and 
Kentucky Utilities Company for Authoritv to Transfer Functional Control of 
Their Transmission Svstem 
Case No. 2005-00471 

Dear Ms. O'Donnell: 

On June 7, 2006, the Commission Staff held an informal conference in the above- 
captioned proceeding. During the course of the conference, Staff requested that LG&E and KU 
(the "Companies") file in this proceeding a copy of their May 24, 2006 filing with the Federal 
Energy Regulatory Commission ("FERC") concerning the Companies' market-based rates 
tariffs.' In that filing, the Companies tendered to FERC amendments to their market-based rate. 
tariffs that would apply to the Companies after they withdraw from membership in the Midwest 
Independent Transmission System Operator, Inc. ("MISO). 

In response to the Commission Staff's request, ten copies of this letter and of the May 24, 
2006 FERC filing are enclosed for filing with the Commission. 

I FERC Docket No. ER06-1046-000. The final date for intervention in the FERC docket was June 14, 2006. To 
date, the Companies' FERC counsel not been served with any interventions, and none have appeared on the FERC 
website. 
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If the Commission has any questions or needs any additional information in connection 
with this filing or any other matter concerning this proceeding, please contact me at your earliest 
convenience. 

Very truly yours, 

KRRIec 
Enclosures 
cc: All persons of record as having filed Motions for Intervention (wlencl.) 

Kent W. Blake 
Elizabeth L. Cocanougher 

LOUISVILLE 437236v.l 
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Reauest for Exoedited Treatment ORIGINAL 

TROWMAN SANDERS LLP 
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STH SlRSll. N.W. .  9Ul?€ $000 

The Honorable Magalie R. 
Secretary 
Federal Energy Regulatorq 
888 First Street, N.E. 
Washington, DC 20426 

- 
May 24,2006 

Commission 

RE: Docket No. ~~06-UZU000  
LG&E Energy Marking Inc,, Louisville Gas and Electric Company, 
Kentucky Ulilities Company, Western Kentucky Energy Corporation 

Dear Secretary Salas: 

Pursuant to Section 205 of the Federal Power Act and Part 35 of the 
Commission's regulations,' LG&E Energy Marketing Inc. ("LEM"), Louisville Gas and 
Electric Company ("LG&En), Kentucky Utilities Company ("KU"), and Western 
Kentucky Energy Corporation ("WKEC") (colleotively, the "E.ON Parties") hmby 
tender for filing amendments to their respective mnrket-based rate tariffs ("Amended 
Tariff Sheets"). As explained fully in Pan I11 below, the E.ON Parties propose to amend 
their respective market-based rate tarit% so that these tariffs, effective on the date LG&E 
and  exit the Midwest Independent System Operator, 1nc1 ("Midwest ISO"), no longer 
authorize the E.ON Parties to make any market-based sales of capacity andlor energy in 
the LG&E/KU contml area or in the Big Rivers Electric Corp. ("BREC") control area. 
Post-Midwest IS0 exit, any sales in these areas will be made pursuant to existing or new 
cost-besed rate authorities,-or pursuant to any mitigation mechanism filed in thekture 
which is approved by the Commission. 

As explained more Mly below, as a result of the Midwest IS0 market modeling 
process, the E.ON Parties request that the Commission act on this filing no later than ~;ly 
6. in order to effectuate the E.ON Parties' withdrawal from the Mi&& IS0 by 
September 1,2006. 

The E.ON Parties nspectfully request that the Commission accept the Amended 
Tariff Sheets for filing, without suspension, hearing or modification. E.ON P&es 
request an effective date as of the date LG&E and KU regain operational control of their 
respective transmission systems from the Midwest ISO, and transfer such control to 

I 16 U.S.C. $ 8 2 4  (20W); 18 C.F.R. Pan 3S (2005). 
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ecrtain independent third parties2 E.ON Parties request waiver of the Commission's 
notice requirements3 to the extent necessary so that the Amended Tariff Sheets may be 
accepted in order to effectuate such an exit date. 

E.ON Parties note that the limitations on their market-based rate authorities 
proposed here are for the purpose of clarifying the scope of such authorities for 
applicability when LG&E and KU exit the Midwest ISO. This is because certain 
&mmission orders have raised questions regarding the appropriate scope of such 
authorities for similarly-situated public utilities." E.ON Parties also understand that the 
Commission very recently issued a Notice of Proposed Rulemaking ("NOPR") on 
market-based rates. Marker-Based Rates for Wholesale Sirles of Electric Energy. 
Capacity and Ancillary Senices by Public Utilities, Docket No. RM04-7-000 (May 19, 
2006). Accordingly, E.ON Parties clarifi. that any limitation on market-based rates sales 
authority proposed here is not intended to waive anv rim which the E.ON Parties mav - -  - - - 
have to expanded market-rate authorities as a result of any final rule issued in Docket NO. 

RM04-7-000. The E.ON Parties thus hllv intend that this filing will be effective on an 
interim basis until the E.ON Parties file a& changes necessary yo comply with any fmal 
rule in Docket No. RM04-7-000. 

Similarly, the E.ON Parties clarifv that they intend for anv authoritv reauested 
herein to be applicable prospective-only of the kffective date &quested 6ereih (i.e., the 
date of Midwest IS0 exit). This filing is not intended to amend or change the proceeding - 
which is currently pending before this~ommission on compliance in G k e t  NO. EL05- 
99, nor affwt any ttansactions entered into thereunder: 

I On March 17.2006. the Commission issued sn ordn mndit idly nccepting a pmposal filed by 
cmsin ofthe E.ON Pania to withdraw from the Midwen ISO, and lo delegate cmsin tranemission-rclated 
fhdiar to third parlies. Lm&iIle Gar andElemIc Co., eraL, 114 FERC161.282 (2006) ("Withdrawal 

3 I8 C.F.R. 5 35 .q~)  (2005). 

4 See, eg.. MirLlnurfwn Enorgy CM1PO)IY, I 14 FERC 61,208 (2006). 

s In an order iwcd Dccnnber 1,2005, in Docket No. EU)S-99, the Commission directed the E.ON 
Putin to modify their rrspcctive nurka baed-rate tariffs to, unong Mhor things, mitigats sales of power 
in the BREC control area LG&E Errergy Mlrg., Inc., 113 FERC 161,229 (2005) (r)tcembcr 1 016%"). 
The E.ON Panics submined mriff she& in compliance with this ordn on January 3,2006, w amended 
Jlnuuy 12,2006 and Macch 8,2006. The March 8,2006 filing mp~lbn i  to February 15,2006 letter 
order issued in Docket No. EUIS-99401. rite Msreh 8,2006 filing mmains pending before the 
Commission. 
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As noted, the E.ON Parties respectfully request expedited treatment for this filing 
so that an order may be issued no later than July 6,2006. This expedited treatment is 
important. LG&E and KU must provide notice to the Midwest IS0 no later than June 15, 
2006 in order to effectuate a withdrawal from the Midwest IS0 on September 1,2006. 
This advance notice is necessary because the Midwest ISO's market modeling process 
requires such lead time. Under the modeling process, E.ON Parties may withdraw their 
notice by July 7,2006. Upon the withdrawal of such a notice, Midwest IS0 may re-run 
its models in a timely fashion. Thus, if the Commission decides to reject or substantially 
modify the instant request, the E.0N Parties must know by July 6,2006 in order that they 
may determine in a timely fashion whether it may be appropriate to withdraw their notice 
to the Midwest ISO. If a Commission decision on this matter is not obtained as of July 6, 
2006, the E.ON Parties could be forced to wait for another "modeling window" to open 
before exiting Midwest 60. The next withdrawal date would be December 1,2006. 
Accordingly, an order is needed on this filing by July 6,2006. so as to pennit the E.ON 
Parties to make an informed decision regarding how they should be accounted for in 
Midwest ISO's June-July 2006 modeling proccs.~. 

1. Description of the E.ON Parties and Relevant Amliates 

The E.ON Parties, each of which are described below, are all wholly-owned 
subsidiaries of E.ON U.S. LLC ("E.ON U.S."), a Kentucky corporation and public-utility 
holding company.6 E.ON U.S. is a wholly-owned subsidiary of E.ON AG ("E.ON"), a 
stock corporation formed under the laws of the Federal Republic of ~ e r m a n ~ . ~  Other 
than through E.ON U.S. and its subsidiaries, E.ON neither owns nor controls electric 
generation in the United States. 

Relevant subsidiaries of E.ON U.S. are described in Exhibit A hereto. 

LG&E is a public utility that owns and operates electric generation, transmission, 
and distribution facilities, and also nahval gas distribution and storage facilities, in 
Kentucky. KU is a public utility that owns and operates electric generation, transmission, 
and disGbution faciiities in ~ A t u c k ~ ,  with 1imit;xf operations in-~ennessce and Virginia. 
Combined, LG&E and KU control approximately 8,110 MW of generation capacity and 

6 E.ON U.S. was pnnously named LG&E Energy LLC. 

7 See &.ON AG, 97 FERC 161.049 (2001) (approving E.ON acquisition of LG&E Enegy) 
(TON"). 
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serve approximately 840,000 electricity customers? LG&E and KU are the only 
domestic entities affiliated with any of the E.ON Parties that have franchised service 
territories andlor ownership interests in transmission facilities. 

LG&E and KU have received Commission authority to engage in wholesale sales 
of capacity and energy at market-based rates? As discussed below, however, certain 
sales under these market-based rate tariffs are being collected subject to refund and the 
outcome of the proceeding in Docket No. EL05-99. 

LG&E and KU operate a joint control area and currently are both members of the 
Midwest ISO. On   arch 17,2066, LG&E and KU received  omm mission authorization 
to withdraw from the Midwest IS0 and, accordingly, have operationat control of their 
transmission lines transferred from the  idw west ISO back  ti^^&^ and KU." LG&E 
and KU are in the process of effectuating this withdrawal and expect to finalize their exit 
from'the Midwest IS0 on or before September 1,2006. 

b. LEM and WKEC 

LEM is a power marketer which does not own any generating facilities. WKEC 
is the lessor and operator of certain generating facilities owned by Big Rivers Electric 
Corporation ("BREC"), a generation and transmission cooperative located in Henderson, 
~entucky," and (ii) the Station Two facility owned by the City of Henderson, Kentucky 
("Henderson"), located in Henderson, Kentucky. 

I In addition, LG&E and KU tuve a right to energy hom Smith Units I and 2 owned by Owensborn 
Municiprl Utilitia ("OMU3 and l m t e d  in t k  LG&UKU control ma. E.ON U.S. also holds an indirect 
ownership inteng in Ohio Valley Eleuric C o ~ t i o n  ("OVEC"), and an Btfpercent power participation 
sham, quivalent to approximately 227 MW, .s d n n i i  in Exhibit A. 

9 Lorcisville Gac & Elec. G.. 85 FERC 161215  ( I  WB)(eccepiing for filing joint marker-based ncc 
tariff of LG&E and KU. FERC Electric Tarin. Original Volume No. 2); LG&& Opa~ting Cac... Dockcc 
No. ER99-1623-000. Lmer Otdcr. lun. 4.1999 (acccatinn =vised tariff - FERC Electric TuiK Orimnal . - 
Volume No. 3 - for LO&E and KU permking 1i;nitd salk to ccmin affiliates). 

'' LOUiwiUc Gus & E k .  G., 114 FERC 161,282 (2006) ("Midwest IS0 Exit O M ) .  

I '  Thew BREC generating facilities include the following c m l - l i d  facil~ties: the Kenneth C. 
Coleman facility. the R.D. G m  facility, the D. B. Wilson facility, md the Robm A. Reid facility. 
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At present, WKEC'~ sells the vast majority of this power to BREC and Kenergy, a 
distribution cooperative of BREC.I3 Any excess power is sold by WKEC to LEM, who 
makes certain sales of this and other purchased power to third-parties. 

Both LEM and WKEC have on file with the Commission tariffs for the sales of 
wholesale capacity and energy at market-based rates." As is the case with LG&E and 
KU, certain sales under these market-based rate tariffs are being collected subject to 
refund and the outcome of the proceeding in Docket No. EL05-99. 

2. Background 

a. E.0N Parties' Authorizations for Market-Based Rates 

As noted above, the E.ON Parties alt have on file with the Commissi,on market- 
based tariffs.I5 In an order issued December 1.2005. in Docket No. EL05-99. the 
Commission directed the E.ON Parties to modify their respective market-bas& mte 
tariffs to. amonn other thinas. mitigate the oricina on sales of wwer in the BREC control 
-.I6 The E . ~ N  Parties submitts tariff sheets Tn complian& with this order on January 
3.2006. as amended January 12,2006 and March 8.2006. The March 8.2006 filina 
&ponded to a February 15; 2 0 ~  letter order issued in Docket No. ELOS-99-00]. The 
March 8,2006 filing remains pending before the Commission. 

In addit io~ on January 30,2006, the E.ON Parties submitted revised tariff sheets 
as part of a filing submitted in compliance with the December 1 Order. That order 
required the E.ON Parties to submit an updated market power analysis to reflect the fact 
that LG&E and KU had (then recently) filed to withdraw from the Midwest ISO." As 

" This nflech a change based on a went corporate nstnrcturing that moved sewice of thse 
contnas to WKEC. See W. Ky. Energy Corp.. 114 FERC (62,228 (2006). 

" Thgc arrangements an dgm'bxf mom fully in the November 19,2W and July 5, ZOOS filings 
by LEU and its affiliala in Docket Nos. ER94-1188, n al. 

' LG&Pow Mkg., Inc., 68 FERC 161,247, m o i i i ~ o n  othergrmmdr, 69 FERC 161,153 
(1994). LEU was f d y  known ar Ui&E Power Marketing 1%. .See Notice of Name Change, Docket 
No. ER97-341&000, Jun. 24,1997. WKE Sku&n llvolnc., 82 FERC$61,178 (1998) (reoapting for filing 
mukd-based rae isriffs of WKE Two md WKEC). 

'"&E and KU have on file two joint mulccc-bed Rtc tariffs. 

16 L G a  E n w  Mbg.. I=., 113 FERC '(61,229 (2005) ("December 1 Order). 

n Id. a P 13. 
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part of that filing, the E.ON Parties submitted revised tariff sheets that they requested to 
be accepted for 'tiling effective on the date LG&E and KU exit the Midwest ]SO. The 
present filing replaces those tariff sheets submitted January 30,2006. 

b. Midwest I S 0  Exit 

On October 7,2005, E.ON U.S., together with and on behalf of LG&E and KU, 
filed under FPA Sections 203 and 205 for authorization to withdraw from the Midwest 
1SO. On March 17,2006, the Commission granted the authorizations requested by 
LG&E and KU, subject to certain wnditions and compliance obligations. LG&E and KU 
have filed with the Commission to meet their compliance obligations." 

In their a~vlication to withdraw from the Midwest ISO. LG&E and KU 
committed to s u 6 h  a "change in statuso' report with the  omh hiss ion within 30 days of  
their withdrawal from the Midwest IS0 addressing the effects of their withdrawal on the 
market-based rate authority granted to them and their affiliates. The Commission noted 
this commitment in mntinn LG&E and KU's withdrawal aw~ication.'~ LG&E and KU 
reaffirm this wmmibent to submit such a filing within 30 &ys of their withdrawal. 

3. Market-Based Tariff Amendments 

The E.ON Parties submit the attached Amended Tariff Sheets at this time in order 
to clarify the scope of their market-based rate authorizations post-exit From the Midwest 
ISO. As noted above, LG&E and KU expect to exit the Midwest IS0 effective 
September 1,2006. The E.ON Parties respectfully request that the Commission w e p t  
the Amended Tariff Sheets for filing, without suspension or modification, to be effective 
on the date of the LG&E/KU withdrawal From the Midwest ISO, whether September 1, 
2006 or another date.?' 

" LouWIIk Gw & Efec. &.. 114 FERC 161,282 (2006) ("Midwest I S 0  Exit Ordn*); 8ee o h  
LGdEEneqy U C c t  01.. Docket Nos. EC064002 and ERO6-20002, CMnplianc. Filing of LGBE 
Energy, LLC (April I I, 2006). 

As sel fonh in Section IV. In&, the E.ON Patiaa rrspectWly q u a g  waiver of lhe 
Commission's notice nquiremmts to the exlent nMxssary lo pennil the Revised Tariff Sheets to become 
effaclive on ihe date LGBE and KU ammmnate withdrawal from the Midwcst ISO. 
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a. Bests for m d  Overview of the Amended Tariff Sheets 

On April 14,2004, in AEP Power Marketing, fnc. ('IAEP*)?' the  omm mission 
replaced its prior test for assessing whether an enti6 may enjoy blanket market-based 
rate authority test with two "indicative" screens. These two screens - an uncommitted 
pivotal supplier analysis ('Pivotal Supplier Screen") and an uncommitted market share 
analysis ("Market Share Screen") - are designed to provide a rebuttable presumption of 
an absence of market power for those entities that pass the screens. The Commission 
stated in AEP that the default geographic markets for which this analysis s W d  be 
conducted an: the control areas in which the ap licant is located, plus the control areas 
directly adjacent (the "first-tier" control areas). ?2 

Once LG&E and KU exit the Midwest ISO, one of the appropriate geographic 
markets for analysis of the E.ON Parties aeneration market oower will be the LG&ElKU 
conml area.23 After initial analysis, the EON Parties beiieie that they will be unable to 
 ass one or both the Commission's screens for the LG&E/KU control area. Rather than 
attempt to rebut the presumption of market power in the LG&EKU control ana created 
by this screen the E.ON Parties have chosen to eive UD their market-based rate 
a;thority for sales with a point of delivery within the LG&E/K~] control area, effective 
on the date LG&E and KU exit the Midwest ISO. E.ON Parties clarify that any sales 
made in the LG&E/KU control area will be made pursuant to existing or new cost-based 
rate authorities, or pursuant to another mitigation mechanism filed with and approved by 
the Commission. 

in addition, the E.ON Parties propose to give up their market-besed rate authority 
for sales with a point of delivery within the BREC control area, effective on the date 
LG&E and KU exit the  idw west ISO. As noted above, the E.ON Parties failed the 
Commission's market share screen for the BREC Control area and, to date, have been 
unable to rebut successfully the presumption of generation market power mated by this 
screen failure. Currently pending before the Commission on compliance in Docket No. 
ELM-99, as filed March 8,2006, are market-bd rate tariff sheets for the E.ON Parlies 

Id at P 73 ( " A ~ ~ ~ d n g l y ,  our def& nlsvnnt geographic markets undR both snrxmr will be first, 
the mnOol va ma&a when the qlicanl is physically larlad and second. the mulreg dimly 
immonncduJ to rhc appticant's mnad mu M e t  (fint-tin cmbul mu marketa)") (fodnotes omitted). 

Worm the withdrawal of LOSE and KU from the Midwcat ISO, the M i M  ISO footprint is the 
appropriate geographic market. LG&E Encgy Mhg. Im., 1 1  1 TERC 161.1 53 at P 20,26 (2005). 

" See AEP at P 37 (failure of either screen mates a rebultablc presumption of generation mark* 
power). 
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that would pemit the E.ON Parties to sell power at points of delivery in the BREC 
control area at prices mitigated to the Midwest IS0 border locational marginal price. 

The E.ON Parties continue to believe that such tariff provisions are just and 
reawnable, and should be accepted for filing by the r om mission." In order to facilitate 
the Commission's expedited review of the present filing, however, the E.ON Parties have 
agreed to forgo this request for the period beginning when LG&E and KU exit the 
Midwest 1SO. The E.ON Parties continue to seek acceptance of the tariff sheets filed 
March 8,2006 for the period prior to the LG&JYKU exit date. 

The Amended Tariff Sheets reflecting these changes are attached hereto as 
Exhibit B. A redline of these sheets, showing changes from the tariff sheets filed in 
Docket No. EL05-99 on March 8.2006, as noted above, are enclosed as Exhibit C. 

b. Description of the Amended Tariff Sheets 

The Amended Tariff Sheets should be accepted by the Commission without 
suspension, hearing or modification insofar as they will result in just and reasonable 
rates, and adequately address any concerns the Commission may have regarding the 
E.ON Parties' generation market power in the LG&EIKU control area. 

i. The E.ON Parties Agree to Forego Market-Based Sslee in the 
LG&E/KU Control Area 

As noted above, the E.ON Parties believe they would not pass one or both of the 
Commission's indicative screens for generation market power in the LG&E/KU control 
m. as is typical for a traditional utility with a large concentration of generating sssets in 
its home control area. Rather than attempt to rebut the presumption of market power 
resulting from such fail~res,'~ the E.ON Patties agree to forego any market-based rate 
sales in the LOBWKU control area. Therefore, the Amended Tariff Shcets do not permit 
market-based rate Bales in the LG&UKU conttol area. Also, as noted above, in order 
facilitate the Commission's expeditious review of this filing, the E.ON Parties have 
carved out from their tariffi sales within the BREC control area 

" I n W  thc E.ON Partics believe that their p@ LMP-based mitigation is diginguishsble fium 
the situation in MidAmm'mn Energy Cornpony, 114 FERC 161,208 (2006). In MidAmerican, at issue was 
mitigation for sales within r selling entity's 'home" mntml am. In the filing submitted by the E.ON 
Putia on Mmh 8.2006, the issue is whether LMP-based mitigation is sppmpnate for sales in a conbol 
area vdwc the selling entitie own no trnnrmision ficilities (other than limited inImonnedion ficilities). 

See AEP at P 37 (applicants can conadc that they will not pass the indicative screens). 
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U. The Amended Ta14ff Sheets Expressly Permit the E.ON Parties 
to Sell at Market-Based Rates at Transmission ]Cine Interfaces 
Between the LC&EIKU Control Area or BREC Control Area 
and Any Control Area in Which the E.ON Parties Lack 
Market Power 

In several recent orders, the Commission clarified that when an applicant 
proposes mitigation to address generation market power concerns, such mitigation must 
apply to any sales &the control area in which the applicant was found to have market 
power, rather than just to sales that & in that control area." In light of this 
clarification, the Amended Tariff Sheets do not permit market-based rate sales the 
LGBLEIKU control area, regardless of whether the buyer serves load inside or outside the 
control area. However, the Amended Tariff Sheets do permit sales for which the legal 
title to power transfers at the interface between the LG&E/KU control a m  or BREC 
Control Area and any control area in which the E.ON Psrties do not have market power. 
This treatment of interface sales is appropriate and should not give rise to any market 
power concerns. 

(a) Sales at a Control Area Interface Location Are Not 
Sales "In" a Control Art* 

Fint and foremost, the statement in the Amended Tariff Sheets that the E.ON 
Parties may continue to make market-based sales of power at the LG&FKU or BREC 
border with another control area in which the E.ON Parties do not have market power is 
nothing more than a clarification of the most reasonable interprecition of what is meant 
by the phrase "sales . .. in" a control area, as used in recent Commission ordns."' As 
used in the electric industry, a location a control area is one whollv within such control 
area and does not include interface locations where one contro1 area abuts another. As 
noted in the attached Amended Tariff Sheets, interface points are not "in" a control area, 
but arc effectively at an exact border location. This reason alone is sufficient gtounds for 
thc Commission to accept the Amended Tariff Sheets because E.ON Parties do not have 
market power at points which are not "in" any control area in which they have been 
found to have market power. 

Indeed, in the bulk power market, control area interface locations are considered 
fundamentally differently than locations truly a control area. For example, a customer 

" See, e.g. Camlina P o w  & Light, 1 14 FERC 1 61,294 at P 9 (2006) M&fAmertcan E- Co., 
114 FERCl61.280 at P 30-31 (2006): Aquila Inc., 114 FERC 161,281 at P 14 (2006). 
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who buys from a generator located in Control Area A at the interfaceborder between 
Control Area A and Control Area B need not purchase transmission service in Control 
Area A to make such an interfacehrder purchase. The nature of this transaction (and 
what rights the customer must acquire to effectuate the transaction), is fundamentally 
different than a transaction in which such a buyer purchases from the same generator h 
Control Area A. Thus, in the bulk power marketplace, sales at interfaces are viewed as 
hdamentally different from sales that are made into, in or sink in, a control area. Quite 
simply, in the example provided, since no transmission service in Control Area A is 
needed by the interface-buyer, the border transaction described simply cannot be 
considered as taking place h Contrul Area A. The Commission should thus view 
interfaceborder transactions as fundamentally different from sales in, or sinking in, a 
control area for purposes of assessing generation market power. 

@) E.ON Parties' Lack of Market Power at Certain 
laterface Lmations 

The E.ON Parties lack market power for sales at interfawhrder locations 
between: I l l  the LG&E/KU control area or BREC control area: and 121 anv control area . ,  . 
in which the E.ON Parties lack market power. 

First, the Commission's current tests for generation market power, which indicate 
that the E.ON Parties have market mwer in the LG&E/KU and BREC control areas. do 
not test for market power at interfie locations. Rather, the hndamental design of the 
tests provides indications of market power only for locations whollv within a control 
a m .  

As set forth in AEP, in conducting the indicative screen analyses, applicants are 
permitted to consider the impact on their market share (and whether they are pivotal) of 
sources of power from outside the geographic area being studied (genemlly, a control 
area).29 Such competing imports of power are to be limited, however, by the 
simultaneous import capability ("Sic") of power over transmission lines into the control 
area being studied?' This SIC analysis, by its very nature, looks at the amount of power 
than can be reliability transmitted to a mint whollv within a control m. It does not 
measure the amount of power than can simultaneously get to the interface of that control 
area. This latter n u m h  will tend to be much greater, as it need g.@ consider the 
capability of tntnsmission interfaces where the mnm1 ana being studied meets adjacent 
control anas. Thus, the commission's market power screens, by their very design, do 
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not measure the potential market power of the E.ON Parties at locations on the interfaces 
of the LG&E/KU and BREC control areas. 

Second, no additional quantitative analyses are necessary to demonstrate that 
E.ON Parties indeed lack generation market power at interface locations between: (I) the 
LG&EIKU control area or the BREC control area; and (2) a control area in which the 
E.ON Parties lack market power. 

The foundation of any geographic marketplace analysis is the number and quality 
of choices that are available to a buyer of a product. As the Supreme Court has noted, 
'The central issue [in determining geographic market] is where does a potential buyer 
look for potential suppliers of the service - what is the geographical a m  in which the 
buyer has . .. or would have, a real choice as to price and alternative [supplie~]?'" The 
Commission also noted in AEP that the foundation of the market power analysis under 
the Delivered Price Test is the "destination market.''32 Thus, what matters is where the 
product is presented to potential buyers, not where it originated. 

To this effect, the E.ON Parties lack generation market power for sales at the 
LG&E/KU or BREC interface with other control areas noted above because buyera 
taking title to power at such locations face a market in which they have a bounty of 
competitive choices. Indeed, such buyers have not only the E.ON Parties competing for 
their business but also anv entity that can mnsmit wwer from the neighborine contml 
area to that border location. Indeed, buyers seeking to take title to power at such a border 
location have the same competitive options available to them jn the neiahborinn control 
a m  plus the options available in the LG&EIKU or BREC control areas, Insofar as the - 
E.ON Parties lack generation market power in the control area bordering where the sale is 
made, they, by definition, cannot exercise market power over such a buyer. 

iii. Restricting Iaterface Sales Would Have a Chilling Effect on 
Traditional Patterns of Sale 

If the Commission rejects the E.ON Parties' Amended Tariff Sheets, it will send a 
chilling effect through the e i i c  industry by interfering with traditional patterns of 
power sales. For decades, electric utilities have engaged in bilateral transactions at the 
borders between their control anas. These utilities&ve long recognized that 
transactions at such locations are easy to facilitate and -prior to the advent of open- 
access transmission service - avoided any tmmission market power concerns 

" U.S. v. GrinneU Corp ., 384 U.S. 563,588-89 (1966). 
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associated with the need to get power inside a control area or from inside a control area to 
the next. 

Restricting the E.ON Parties' ability to engage in (unmitigated) market-based 
sales at their interfaces (with control areas in which thw lack market oower) would have 
a chilling effect on not only the E.ON Parties' commekial activities, but a]& the electric 
industry as a whole, by sending a signal to the industry that utilities cannot necessarily 
engage in these traditional trans-border salts at market-based rates. 

Many vertically-integrated utilities have failed the Commission's indicative 
market power screens in their %omen control areas and, thus, have given up market- 
based authority for sales in their control area, or agreed to other mitigation measures. If 
these same utilities were not permitted to engage in market-based sales at the border of 
their conbol area with another control area, the long-standing trading patterns between 
utilities would plummet. Such lrans-border trading - of both long and short durations - is 
necessary, however, to maintain market liquidity. 

iv. No Reciprocal Dealing 

The E.ON Patties reiterate their commitment not to engage in reciprocal dealing 
and respectfirlly submit that.this commitment should sumce to alleviate any concerns the 
Commission may have." Out of an abundance of caution, however, the E.0N Parlies 
have included language in their pmposed tariff sheets that expressly states that the E.ON 
Parties will not conspire or collude with any third party to make sales under their market- 
based rate tariffs to any other third party for purposes of circumventing the prohibitions 
on market-based rate sales in the LG&E/JCU and BREC control areas. In addition, the 
E.ON Parties have included tariff language which restricts the re-sale of power sold by 
E.ON Panics back into any wntml area in which BON Parties have been found to have 
market power. The E.ON Parties respecffully submit that the above commitments more 
than ade&ately protect apinst any wipmal  dealing. 

4. Effective Date and Request for Waivere 

The E.ON Partim rac.pectfully reauest that the Commission accept for filing the 
Amended Tariff Sheets, without su&nsion. hearing or modification, to'be effective on 
the date LGBE and KU exit the Midwest ISO. In addition, the E.ON Parties respectfully 

" AEP n P 9 (in orda to &in of maintain madut-lmm.4 ratc ~ Y ,  entities must wmmit to not 
engrgc in ncipmal &lmg). See also LG& Enagy Mh 'g Inc.. Dockel N&. ER94-1188, et el., Markel 
Power Update Filing, Nov. 19.2U04, at 13 (E.ON Parties reaRinned commitment n~ to engage in 
reciprocal dealing). 
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request waiver of the Commission's notice requirements" so as to permit the Amended 
Tariff Sheets to become effective on the exit date. Further, to the extent qny requirement 
of the Commission's regulations or policies is not met by this filing, the E.ON Parties 
nspecffilly request waiver thereof. 

The E.ON Parties request that all notices and correspondence regarding this filing 
be sent to the following. 

Mike Beer 
Steven Phillips* 
E.ON U.S. LLC 
P.O. Box 32010 
220 West Main Street 
Louisville, KY 40232 
(502) 627-3547 
(502) 627-3367 (facsimile) 

Clifford S. Sikora 
Jeffrey M. Jakubiak* 
Christopher R. Jones 
TROUTMAN SANDERS LLP 
401 91h Street, N.W., Suite 1000 
Washington, DC 20004 
(202) 274-2950 
(202) 274-2994 (facsimile) 

'Designated to receive service. 

6. List of Materials 

This filing contains the following materials in addition to this submittal letter and 
notice of filing: 

Exhibit A Relevant E.ON U.S. Affiliates 

Exhibit B Clean Amended Market-Based Rate Tariff Sheets 

Exhibit C Redline Amended Market-Based Rate Tariff Sheets 

18 C.F.R. 4 3S.3(a) (2005). 
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7. Conclusion 

Based upon the foregoing, the E.ON Parties respectfully request that the 
Commission accept for filing the Amended Tariff Sheets, without suspension, hearing or 
modification, as of the date LG&E and KU exit the Midwest ISO. 

\ 1 
Clifford SSikora 
JefRey M. Jakubiak 
Christopher R. Jones 
TROUTMAN SANDERS LLP 
401 91h Street, N.W., Suite 1000 
Washington, DC 20004 
(202) 274-2950 
(202) 274-2994 (facsimile) 

Attorneys for 
LG&E Energy Marketing Inc., 
Louisville Gas & Elecbio Company, 
Kentucky Utilities Company, and 
Western Kentucky Energy Corporation 
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Relevant Affiliates of the E.ON Parties 

E.ON U.S. owns, either directly or indirectly, interests in various energy and 
energy-services companies in the United States and abroad. Those domestic affiliates 
that either own or control generation are described below. 

E.ON U.S. holds an indirect 8.13-percent ownership interest in Ohio Valley 
Electric Corporation ("OVEC"), and an 8.13-percent power participation share, 
equivalent to approximately 227 MW. OVEC and its wholly-owned subsidiary, Indiana 
Kentucky Electric Corporation, own two generating facilities with a combined capacity 
of approximately 2,389 MW, located in Gallipolis, Ohio, and Madison, Indiana. E.ON 
U.S. utilizes its share of the output of the OVEC facilities to serve the native load of 
LG&E and KU. 

E.ON U.S. holds, through KU, an indirect 20-percent interest in Electric Energy, 
Inc. ("EEI"), which owns and operates a 1,100 MW Joppa, Illinois genemting facility. 
KU presently takes none of the output of the Joppa facility. The Joppa facility is under 
the operation and control of Ameren Corporation, the majority owner of EEI, and an 
affiliate of Ammn Corporation is the sole purchaser of this power. 

In addition. E.ON US holds an indirect 50-percent interest in Westmoreland- 
LG&E Partners, which owns the 209 MW ~oanoke Valley Energy Facility, a two-unit 
coal-fired cogeneration facility, located in Weldon, North Carolina. All of the output of 
this facility is sold to Virginia Power (or a Virginia Power affiliate) pursuant to a long- 
term contract. The Roanoke Valley facility is a Qualifying Facility ("QF"). as that term . - 
is defined by 18 C.F.R. 5 292.101(b~1) (2005).' - 

I Wesrmoreland-LG&E Partners, 60 FERC 1 62.215 (1992); Weshoreland-LG&E Ponnus, 64 
FERC 7 62,215 (1993). See also Westmoreland-LG&E Partners, 94 FERC 161.21 1 (2001) 



Unofficial FERC-Generated PDF of 20060530-0085 Received by FERC OSEC 05/24/2006 in Dockets: ER06-1046-000 

Exhibit B 



U n o f f i c i a l  FERC-Generated PDF of 20060530-0085 Received by FERC OSEC 05/24/2006 i n  Docket#: ER06-1046-000 

Louisville Gas and Electric CompanylKentucky Utilities Company Original Sheet No. 1 
FERC Electric Tariff, First Revised Volume No. 3 

WHOLESALE MARKET-BASED RATE TARIFF TWO 
OF 

LOUISVILLE GAS AND ELECTRIC COMPANY1 
KENTUCKY UTILITIES COMPANY 

PROVIDING FOR 
SALES OF CAPACITY, ENERGY AND/OR ANCILLARY SERVICES 

AND RESALE OF TRANSMISSION RIGHTS 

I. DEFINITIONS 

The following words and terms used herein shall be understood to have the following meanings: 

1. Affiliate: means, with respect to any entity, any other entity (other than an individual person) 
that, directly or indirectly, through one or more intermediaries, controls, or is controlled by, 
or is under common control with, such entity. For this purpose, "control" means the direct or 
indirect ownership of ten percent (10%) or more of the outstanding capital stock or other 
equity interests having ordinary voting power. 

2. &er: means a purchaser of electric capacity, energy and/or ancillary services or resold 
transmission rights under this TarifX 

3. Commission: means the Federal Energy Regulatory Commission ("FERC") or such 
successor Federal regulatory agency as may have jurisdiction over this Tariff. 

4. -: means Seller and Buyer that have entered into a Service Agreement for service 
pursuant to this TarifX 

5. -: means Louisville Gas and Electric Company and Kentucky Utilities Company, each a 
Kentucky corporation organized under the laws of the Commonwealth of Kentucky, but 
operating as Louisville Gas and Electric CompanyKentucky Utilities Company, a jointly 
dispatched utility. 

6. Service Arrreement: means the agreement entered into by Seller and Buyer for service 
pursuant to this Tariff, as it may be amended from time to time. 

7. T m  means this wholesale market-based rate tariff, as amended from time to time. 

8. Transaction; means a particular transaction agreed to by the Parties pursuant to a Service 
Agreement under this Tariff. 

Issued by: Mike Beer 
Vice President, F e d d  Regulation and Policy 
E.ON U.S. LLC 

Effective: July 19,2005 

Issued on: January 3,2006 
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9. Transmission Tariff: means the transmission tariff filed by Louisville Gas and Electric 
Company/Kentucky Utilities Company in compliance with Order No. 888, as it may be - - 
amended from time to time. 

11. SALES OF ELECTRIC CAPACITY, ENERGY AND/OR ANCILLARY 
SERVICES 

1. Electric Cmacitv and En=. This market based rates schedule applies to: (1) sales of 
capacity and/or energy into control areas where Seller has been authorized to sell at market 
based mtes; and (2) sales of capacity andlor energy at the borderlinterface between a control 
area in which Seller has been deemed to have market power and any neighboring control area 
where Seller is authorized to sell at market bmed rates. Any sales of capacity andlor energy 
as provided for in (2) shall be considered as sales outside of a control area in which Seller has 
been deemed to have market power. Any capacity andlor energy sold hereunder may not be 
re-sold to a Customer in any control area in which Seller and/or any of its affiliates has been 
deemed to have market power where such re-sale is made by: (a) Seller, and/or any of its 
affiliates; and/or @) any other party in contravention of the section of this rate schedule 
entitled "Certain Sales Prohibited." For purposes of this section, the tern "Customer" shall 
mean a party other than Seller. 

2. Ancillarv Services: Seller may sell the following ancillary services to Buyer under this Tariff 
fium time to time at rates, terms and conditions established by the agreement of the Parties, 
provided that the ancillary services are not sold in conjunction withC&mmission service 
provided under Seller's Transmission Tan'& All such Transactions shall be voluntary with 
rwpect to both Parties. 

Sales of ancillary services may include regulation and frequency response service, energy 
imbalance service. operating reserve-pinning service, and/or operating reservesupplemental 
service. The Seller maintains an Internet-based OASIS-like site that pmvides information 
about the Seller and provides for ancillary services Transactions, consistent with the 
Commission's requirements. Ancillary services are not available under this Tariff in 
connection with ( 1 )  sales to a regional transmission organization ("RTO") such as an 
independent System Operator 0 or Transco, i.e., where the RTO has no ability to self- 
supply ancillary services but instead depemts on third parties; (2) sales to a traditional, 
franchiised public utility Stliated with the Seller, or sales where the underlying tranamission - - 
service is on the system of a public utility affiliated with Sell% or (3) sales to a public utility 
who is pmhasing ancillary services to satis& its own open mess transmission tariff 
req&ents to Gffer anciliary services to its-own custohers. 

3. Revision of Unbundled Transmission Service: Except as provided under Sections II.2 and III, 
this Tariff does not provide for the sale of transmission service or ancillary servioes. Either 

Issued by: Mike Beer Effective: LG&E/KU MIS0 Exit 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: May 24,2006 
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Seller or Buyer may an'ange for transmission service and ancillary services in conjunction with 
the sale of capacity and energy. 

111. RESALE OF TRANSMISSION RIGHTS 

1. Character of Service: Seller may resell to a Buyer all or a portion of Seller's rights to the use of 
the transmission system of a transmission provider that Seller has reserved for its own use under 
a service agreement with the transmission provider, or has acquired h m  another customer of the 

Issued by: Mike Beer Effective: LG&E/KU MIS0 Exit 
Vice h i d e n t ,  Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: May 24,2006 
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transmission provider, including capacity that Seller has reserved or acquired for its own use on 
its own transmission system under its Transmission TariK In order to be eligible for this 
service, the Buyer must be an eligible customer under the transmission tariff of the transmission 
provider from whom the transmission service rights to be transfenrd were originally obtained. 
When Seller resells transmission capacity that Seller has reserved or acquired for its own use on 
its own transmission system, Seller will continue to comply with all of the non-rate terms and 
conditions of its Transmission Tariff. Notwithstanding the foregoing, the Seller may resell 
service that it has obtained from any transmission provider for a shorter duration than it has 
purchased and may resell as non-firm point-to-point service transmission that it has purchased as 
firm point-to-point service. 

2. Limitation on Sales Prices: The price at which Seller resells transmission rights to the Buyer 
shall not exceed the highest of (a) the original mte paid by Sellw, @)the applicable transmission 
provider's maximum rate on file at the time of the sale to the Buyer for service of the same 
duration; or (c) Seller's own opportunity costs, capped at the applicable transmission provider's 
cost of expansion at the time of the Seller's sale to the Buyer. Seller shall not recover 
opportuni& costs on an incremental basis in connection with such sale without first miv ing  
Commission approval pursuant to a filing under Section 205 of the Federal Power Act or any 
superceding provision there-to. 

3. Records: Seller shall keep such rec~rds as may be needed to afford a clear history of all resales 
of transmission capacity that Seller has reserved or acquired for its own use on its own 
transmission system or on the transmission systems of other transmission providers under 
Section IlI of this Tariff. To the extent practicable, Seller shall retain the original of all such 
records. 

IV. RATES 

All sales shall be made at rates established by agreement between Seller and Buyer. 

V, OTHER TERMS AND CONDITIONS 

All other terms and conditions shall be established by agreement between Seller and Buyer. 

Issued by: Mike Beer Effective: LG&ElKU MIS0 Exit 
Vice President, Federal Regulation and Policy 
E.ON U.S. L K  

Issued on: May 24,2006 



Unofficial EERC-Generated PDE of 20060530-0085 Received by FZRC OSEC 05/24/2006 in Docket#: ER06-1046-000 

Louisville Gas and Electric CompanyKentucky Utilities Company Original Sheet No. 4 
FERC Electric Tariff, First Revised Volume No. 3 

VI. EFFECTIVE DATE 

This Tariff shall be effective on such date set by the Commission. 

YII. REVISIONS TO THE TARIFF 

Seller may file revisions to this Tariff by notifying Buyer in writing and by unilaterally making the 
appropriate filing with the Commission pursuant to the pmvisions of Section 205 of the Federal 
Power Act or any superceding provision thereto, provided, however, that such revision shall not 
aff't the rates, terms and condition of Transactions entered into prior to the date of such revision 
unless otherwise agreed by the Parties. 

VIU. WLING AND REPORTING REQUIREMENTS 

Seller will comply with the cunent Commission policies and regulations for the filing and/or 
reporting of Senice Agreements and Transactions pursuant to the Tariff. 

I X  AFFILIATE POWER SALES 

When Seller offers to make any sale of capacity, energy and/or ancillary services to an affiliated 
entity, it shall make the same offer, at the same time, to all non-affiliated entities by simultaneously 
posting such offer of sale on an electronic bulletin board. 

The rates for sales under this Section IX shall be as negotiated by the parties but in no event will 
Seller sell capacity, energy andlor ancillary services t& affiliaied entity under this Section at a rate 
lower than the rate at which Seller sells power to any non-affiliated entity. 

When Seller makes a sale of capacity, energy and/or ancillary services to an affiliated entity it will 
simultaneously post the price charged to such affiliate on an electmnic bulletin board. The quarterly 
reports that Seller files with tho Commission pursuant to Section VIII of this Tariff will include sales 
to afliliated entities at above-cast rates. 

X, REPORTING CHANCES IN STATUS 

Seller must timelv rmrt  to the Commkion anv channe in slatus that would reflect a departure 
from Ule ch~t&istics the Commission relied &n Ggranting market-based rate authdrity. A 
change in status includes. but is not limited to. tach of the followina: (i) ownnshi~ or contml of - .. 
gen&ion or transmissidn facilities or inputs electric power production other fuel 
supplies, or (ii) amtiation with any entity not disclosed in the application for market-based rate 
authority that owns or controls generation or brrmsmiwion facilities or inputs to electric power 
production, or effiliation with any entity that has a franchised service area Any change in status 
must be filed no Later than 30 days after the change in status occm. 

Issued by: Mike Beer Effective: July 19,2005 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: January 3,2006 
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XI. CERTAIN SALES PROHIBITED 

Seller shall not conspire or collude with a third party to make sale+) under this Rate 
Schedule to such third party for purposes of such third party reselling such power in a transaction 
which, if between Seller and the purchaser fmm such thud party, would not be permitted by this 
Rate Schedule (unless such transktion is otherwise expresdy permitted by the c om mission). 
Any sales determined (after adequate notice and process, consistent with Commission 
reqhrements) to be m h e  in viohtion of this ~eciion 8 shall be considered a violation of the 
Federal Power Act, and shall be subject to enforcement and penalties provided for thereunder. 

Issued by: Mike Beer Effective: LG&E/KU MISO Exit 
Vice h i d e n t ,  Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: May 24,2006 
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STATEMENT OF POLICY AND CODE OF CONDUCT 

As used throughout this Statement of Policy and Code of Conduct, the term "Operating 
Company" means ~o~ i sv i l l e  Gas and Electric ~ o ~ ~ a n ~ ~ e n t u c k ~  Utilities Company. The term 
"Marketing AfIiliate" means any affiliate of the Opetating Company, which is authorized to 
engage in sales for resale. 

Marketinn of Power 

1. To the maximum extent practical, the employees of a Marketing Affiliate who 
perform power marketing activities of such Marketing Affiliate will operate 
separately h m  the employees of the Operating Company. 

2. All market information shared between the Operating Company and a marketing 
Amliate will be disclosed simultaneously to the public. This includes&! market 
information, including but not limited t A y  conkunication c~ncernini~ower or 
transmission business. present or future, positive or negative, concrete or potential. 
Shared employees in a support role are not bound by this provision, but they may not 
serve as an improper conduit of information to non-support personnel. 

3. Sales of any non-power goods or services by the Operating Company to a Marketing 
Affiliate, including salesmade through the &rating ~ o i ~ a n ~ ' s  affiliated Exempt 
Wholffale Generators or Qualified Facilities, will be at the higher of cost or market 
price. 

4. Sales of any non-power goods or services by a Marketing Afiliate to the Operating 
Company will not be at a price above market. 

Affiliate Power Sales 

When Operating offers to make any sale of capacity, energy andlor ancillary services to a 
Marketing Affiliate. it shall make the same offer, at the same time, to all non-affiliated 
entities by simultaneously posting such offer of sale on an electronic bulletin board. 

The rates for sales of power shall be as negotiated by the parties, but in no event will 
Operatkg Company sell capacity, energy and/or ancillary services to a Marketing 
Affiliates at a rate lower than the rate at which Operating Company sells power to any 
non-affiliated entity. 

When Operating Company makes a sale of capacity. energy and/or ancillary services to a 
marketing Affiliate, it will simultaneously post the price charged to such Marketing 
Amliate on an elecrmnic bulletin board. 

Issued by: Mike Beer Effective: July 19,2005 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: January 3,2006 
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The quarterly reports that Operating Company files with the Commission pursuant to its 
Market-Based Rate Tariff will include sales to Marketing Affiliates at above-cost rates. 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Effective: July 19,2005 

Issued on: January 3,2006 
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Form of 

SERVICE AGREEMENT 

UNDER WHOLESALE MARKET-BASED RATE TARIFF TWO 

OF 

LOUISVILLE GAS AND ELECTRIC COMPANY1 

KENTUCKY UTILITIES COMPANY 

PROVIDING FOR 

SALES OF CAPACITY, ENERGY AND/OR ANCILLARY SERVICES 

AND RESALE OF TRANMiSSION RIGHTS 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Effective: July 19,2005 

Issued on: January 3,2006 
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SERVICE AGREEMENT 
UNDER WHOLESALE MARKET-BASED RATE TARIFF TWO 

OF 
LOUISVILLE GAS AND ELECTRIC COMPANY1 

KENTUCKY UTILITIES COMPANY 
PROVIDING FOR 

SALES OF CAPACITY, ENERGY AND/OR ANCILLARY SERVICES 
AND RESALE OF TRANMISSION RIGHTS 

1.0 This Semce Agreement, dated as of , in entered into by and between 
Louisville Gas and Electric Company/Kentucky Utilities Company ("Seller") and 

("Buyer"). 

2.0 Seller may provide and Buyer may purchase service under Seller's tariff. 

3.0 Terms and conditions for service shall be set forth in a Master Power Purchase and Sale 
Agreement ("Master Agreement") and the Master Agreement shall be executed by Seller 
and Buyer. 

4.0 Any notice or request made to or by a Party (Seller or Buyer) regarding this Service 
Agreement shall be made to the representative of the other Party as indicated below: 

Seller: Buyer 

IN WITNESS WHEREOF, the Parties have caused this Sewice Agreement to be executed by 
their respective authorized officials. 

Louisville Gas and Electric CompanyIKentucky Utilities Company 

By: Title: Date: 
Name 

[INSERT BWER COMPANY HERE] 

BY: Title: Date: 
Name 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LU: 

Effective: July 19.2005 

Issued on: January 3,2006 
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THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

1.0 Availability 

1.1 This market based rates schedule applies to: (1) sales of capacity andlor energy into 
control areas where Louisville Gas and Electn'c Company and/or Kentucky Utilities Company 
(hereinafter the "Companies") have been authorized to sell at market based rates; and (2) sales of 
capacity and/or energy at the borderlinterface between a control area in which the Companies 
have been deemed to have market power and any neighboring control area where the Companies 
are authorized to sell at market based rates. Any sales of capacity and/or energy as provided for 
in (2) shall be considered as sales outside of a control area in which the Companies have been 
deemed to have market power. Any capacity andlor energy sold hereunder may not be re-sold to 
a Customer in any control area in which the Companies and/or any of their affiliates have been 
deemed to have market power where such re-saleis made by: (a) ihe Companies, and/or any of 
their amliates; and/or (b) any other party in contravention of the section of this rate schedule 
entitled "Certain Sales Prohibited." For purposes of this section, the term "Customer" shall 
mean a party other than the Companies. 

1.2 This Rate Schedule provides a vehicle under which the Companies may make 
electric power and energy available to purchasers for resale. The determination of whether to 
enter into agreements under this Rate Schedule shall be made at the Companies' sole discretion. 

1.3 No entity affiliated with the Companies shall be eligible for service under this Rate 
Schedule, except that the Companies' affiliates LG&E Energy Marketing Inc. and Western 
Kentucky Energy Corp. shall be eligible for service under this Rate Schedule subject to the Joint 
Code of Conduct (Supplement No. 1 hereto) that is intended to guide the relationship between 
the Companies and those affiliates. 

2.0 Character of Service 

2.1 The Companies may provide ( I )  firm capacity and associated energy or (2) non-firm 
capacity and associated energy. Said capacity and energy shall be provided from generating 
capacity contained within the Companies' systems andlor pwer  purchased by the Companies 
that may from time to time be sold to the Customer for the purpose of providing either firm or 
non-firm capacity and energy. 

Issued by: Mike Beer Effective: LG&EIKU MIS0 Exit 
Vice President, Federal Regulation and Policy 
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2.2 "Firm" means, with mepect to a transaction, that the only excuse for nondelivery or non- 
receipt of the power subject to the transaction shall be the existence of an event of Force 
Majem, as defined in Article 9.0. "Non-firm" means, with respect to any transaction, any 
transaction under which delivery or receipt of the power subject to the transaction may be 
interrupted by either Party for any reason or no reason at any time or at such times as the 
Parties may otherwise specie. Interruption of a non-firm transaction shall not constitute a 
default hereunder. 

Issued by: Mike Beer Effective: LG&UKU MIS0 Exit 
Vice President, Federal Regulation and Policy 
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2.3 Service will be provided at 60 Hertz, alternating current, three phase and at mutually 
agreed to voltage levels. 

3.0 interconnection and Interchange 

3.1 Unless othenuise provided in the individual Service Agreement, it shall be the 
responsibility of the Customer to make any necessary arrangements for delivery of power and 
energy beyond the points of intercormection of the Companies' system facilities with those of 
other electric systems (the "Delivery Point"). 

3.2 As a general practice, the receiving Patty shall schedule energy deliveries on an 
hourly basis in a mutually agreed-upon manner with the supplying Party on the day before such 
energy is to be delivered; provided, however, that the Parties may make changes in existing 
energy schedules as both Parties may agree to take into account unexpected or unforeseen 
conditions or occunences. 

4.0 Rates 

4.1 The rates for transactions made under this Rate Schedule shall be agreed upon by the 
Companies and the Customer. The rights of the Companies and the Customer to modify the rates 
sh l l  be governed by either the unexecuted or the executed Service Agreement. 

4.2 When selling power From Companies' generation pursuant to this Rate Schedule, the 
Companies will take transmission service pursuant to their Joint Open Access Transmission 
Tariff, or its successor tariffts). As such, they will separately identify the prices charged to 
customers for wholesale generation, transmission senrice, and ancillary services in their quarterly 
mumaction summary report for sales of a short-term nature. For transactions of one yau or more 
in duration, the Companies will provide the Commission an Agreement which states the prices 
for wholesale gemration, transmission m i c e  and ancillary services(6). 

Issued by: Mike Beer Effective: July 19,2005 
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5.0 Service Agreements 

5.1 The Companies and the Customer shall execute a Service Agreement that includes, 
without limitation. all necessarv service mifications. The Comoanies shall reserve the riizht to ~ ~ 

enter into transactions under tf;is Rate schedule by filing an unexkuted Sentice ~~reeme;  

5.2 The amount of capacity or energy either sold or purchased hereunder, the rates, the 
service soecifications, and other terms and conditions shall be negotiated by the Companies and 
the customer, The companies may refuse, at their sole dimtion, to enter-into an inhividual 
Service Anreement under this Rate Schedule. The Comuanies are under no obligation to execute - 
a Service Agreement to provide service hereunder. 

5.3 Acceptance of service by a Customer pursuant to either an unexecuted or fully 
executed Service Agreement filed under this Rate Schedule commits the Customer both to the 
provisions of this Rate Schedule and to the terms of the individual Service Agreement. 

5.4 The Companies will provjde the Commission with a copy of either the unexecuted or 
the fully executed Service Agreement. 

5.5 Transactions may be confirmed by the Companies and the Customer in writing sent 
to the other Partv leach a "Confirmation") containing the soecific terms and conditions of the 
transaction. ~ b % c e  manifest enor, t e k s  containG in a confirmation shall be deemed correct, 
unless objected to in writing within two (2) business days of receipt thereof. However, failure to 
issue a Confirmation shall not invalidate any transaction actuaUy entered into. Each Party 
consents to the recording of all telephone conversations between its employees and the 
employees of the other Pany. Any such recordings and any other evidence may be introduced as 
evidence in any legal proceeding to establish proof of any matter relating to the Service 
Agmment or any transaction pursuant to this Rate Schedule. 

5.6 In computing any period of time predbed or allowed by Ihe Service Agreement, 
the day of the act, event, or default from which the designated period of time begins to run shall 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
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be excluded but the last day of such period shall be included, unless it is a Saturday, Sunday, or 
legal holiday, in which event the period shall run until the end of the next business day which is 
not a Saturday, Sunday, or legal holiday. 

5.7 The Patties shall discharge all obligations under the Service Agreement accordance 
with prudent utility practices. 

5.8 In the event any of the terms, covenants, or conditions of the Service Agreement, or 
any amendment thereto, or the application of any such terms, covenants, or conditions shall be 
held invalid as to either Party or circumstance by a court or regulatory authority having 
jurisdiction, all other terms, covenants, and conditions of the Service Agreement, or any 
amendment hereto, and their application, shall not be affected thereby and shall remain in full 
force and effect. 

6.0 Billing, Defaults. and Records 

6.1 The Customer shall be invoiced each month for services provided hereunder. Unless 
otherwise agreed upon, billing shall be delivered monthly and shall cover transactions which 
shall have occumd during the previous calendar month. All bills shall be due and payabIe on 
the tenth calendar day following receipt of bill. Interest on the unpaid amounts shall accrue at 
the interest rate authorized by the FERC for refunds. pursuant to 18CFR 35.1 9a. 

6.2 In the event a Party wishes to contest a portion of a billed amount, such Party shall 
pay the wrtion not contested, and intenst shall accrue on the unpaid portion while resolution of - - 
contested amounts is pending. 

6.3 In the event the Customer fails to make timely payment in accordance with this Rate 
Schedule, and such failure is not comted within two (2) calendar days after notification to cure 
such failure, a default shall be deemed to exist. Subject to any regulatory requirements, and 
upon the occurrence of a default, (a) the Companies may immediately cease -scheduling, or 
othenvise supplying service+ provided under the Rate Schedule until the default is cured by 
payment, @) Customer shall not contest or object to the suspension of its right to schedule 
energy, and (c) the Companies' obligation under the Rate Schedule may be terminated, and the 
Companies may initiate any regulatory or legal proceeding to terminated andlor enforce the Rate 
Schedule. 

Issued by: Mike Beer Effective: July 19.2005 
Vice President, Federal Regulation and Policy 
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6.4 The Parties shall keep complete records as may be needed to substantiate a clear 
history of the various deliveries of electric energy made, and of the clock-hour integrated 
demands delivered by one Party to the other. A Party's records shall be available at all 
masonable times for inspection by the other Party's representative, and may be copied at such 
other Parly's expense. 

7.0 Creditworthiness 

7.1 For the purpose of determining the ability of the Customer to meet its obligations 
related to service hereunder, the Companies may require reasonable credit review procedures 
which may include but shall not be limited to, verification that the Customer is not operating 
under any state or federal bankruptcy laws, is not subject to the uncertainty of pending 
liquidation or regulatory proceedings in state or federal courts, and no significant collection 
lawsuits or judgments are outstanding which would seriously affect the Customer's ability, in the 
Companies' determination, to remain solvent. As part of this process, the Customer may be 
required to furnish the Companies with its financial reports and/or its reports to shareowners. 

7.2 Customers that do not meet the Moody's ratings of Baa or better, or that do not meet 
an S&P rating of BBB or better, must show creditworthiness including their most recent 
annual rcporVfinancia1 statement. If a service agreement is executed, the 
 ust tome; must update its financials annually. 

8.0 Term 

8.1 The term for transactions under this Rate Schedule shall be set forth in the Service 
Agreement. Transactions made prior to the filing of a fully executed Service Agreement shall be 
governed by an unuecuted Sentice Agrement; said unexecuted Agreement shall remain in 
effect until either the fully executed Agreement is filed or the unexecuted Agreement is 
terminated. 

9.0 Force Majeure 

9.1 Force Maieuq. The term "Force Majeure" shall be deemed for the purpose of this 
Rate Schedule to mean earthquake, storm, lightning, flood, backwater caused by flood, fire, 

Issued by: Mike Beer Effective: July 19,2005 
Vice President, Federal Regulation and Policy 
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explosion, act of the public enemy, epidemic, accident, failure of facilities, equipment or fuel 
supply, acts of God, war, riot, civil distusbances, strike, labor disturbances, labor or material 
shortage, national emergency, restraint by court order or other public authority or governmental 
agency, or other similar or dissimilar causes beyond the control of the Party affected which 
causes such Party could not have avoided by exercise of due diligence and reasonable care. 
Nothing contained herein shall be construed to require a Party to settle any strike, lockout, work 
stoppage or other industrial disturbance or dispute in which it may be involved or to take an 
appeal from any judicial, regulatory or administrative action. Any Party rendered unable to 
fulfill any of its obligations under this Rate Schedule by reason of Force Majeure shall exercise 
due diligence to remove such inability with all reasonable dispatch and shall fully inform the 
other Pam of its oroaress. In the event either Panv is unable. in whole or in part. to &om any 
of its obligations by &on of Force Majeure the 6bligations bf the Party rely& &&on, insof& 
as such oblieations are affected bv such Force Maieure. shall be sumended during the 
continuance-&ereof but no long& The Party invdkingthe Force ~ i j e u r e  shall s ~ i f i c a l l y  state 
the full particulars of the Force Majeure and the time and date when the Force Majeure occurred. 
Notices given by telephone under the provision of this Paragnq,h 9.1 shall be confirmed in 
writing as soon as reasonably possible. When the Force Majeure ceases, the Party relying thereon 
shall give immediate notice thereof to the other Party. The Service Agreement shall not be 
terminated by reason of Force Majeure but shall remain in full force and effect. 

10.0 Indemnification and Limitation of Liability 

10.1 Limitation of Liability. In no event shall one Party be liable to the other Party for 
any indirect, spccial, incidental or consequential damages with respect to any claim arising out of 
this Rate Schedule. 

10.2 jndemnification Clause. Each Party shall indemnify, defend and hold harmless the 
other Party from and aaainst any liability, loss, coet, damage and expense (including, but not 
limited to; reasonable &mey'; fees) becauseof injury or&mage to p m n s  or 
rcrmltintz from. or arbinn out of the use of its own facilities or the production or flow of eltctric 
energy gy and through ik own facilities, except when such injury or damage results from the 
negligence or willful misconduct of the other Party, its agents, servants, or employees. 

10.3 Responsibility for Com~liance. Each Party shall be responsible for its own 
compliance with all applicable laws and regulations, including those relating to the environment, 
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and each Party shall hold the other Party harmless from any liability, loss, cost, damage or 
expense (including, but not limited to reasonable attorney's fees) arising out of its failure to 
comply with such laws and regulations. 

1 1.0 Tax Reimbursement 

11.1 It is expressly agreed by the Parties that, as part of the compensation to be paid 
under the Rate Schedule, and under any confirmations or other agreements annexed to and made 
part of the Rate Schedule, if at any time during the term hereof there should be levied and/or 
assessed against the Companies, any direct tax, including, but not limited to environmental 
(carbon content or otherwise) or similar taxes (other than taxes based on or measured by net 
income), by b y  taxing authority on the power andfor energy manufactured, generated, produced, 
converted, sold, purchased, transmitted, interchanged, exchanged, exported or irnponed by the 
Companies on behalf of the Customer, the Companies shall be entitled to full compensation by 
the Customer for such taxes. 

11.2 The Parties also agree that prior approval of any regulatory body having jurisdiction 
in such matter. if required, shall be obtained as a prerequisite to collection of such direct tax. 

12.1 Waiva. Any waiver by either Pam/ of its rights under this Rate Schedule or with 
ns~ect to anv matter arising in connection with this Rate Schedule. shall not be deemed a waiver 
wiih respect io any rights tL t  subsequently accrue. Any delay for ress than the statutory period 
of limitations in asserting or enforcing any rights under this Rate Schedule shall not be deemed a - - - -  
waiver of such rights. 

13.0 Revisions to Rate Schedule 

13.1 The Companies may file revisions to this Rate Schedule with the FERC. Nothing 
contained in this Rate Schedule shall be construed as affecting or limiting in any way the right of 
the Companies to unilaterally file with the FERC for a change in any aspect of this Rate 
Schedule under Section 205 or 206 of the Federal Power Act pursuant to the FERC's Rules and 
Regulations pmmulgated thereunder. 
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14.0 Reassignment of Transmission Capacity 

14.1 The Companies may reassign transmission capacity that they have reserved for their 
own use at a price not to exceed the highest of: (I) the original transmission rate paid by the 
Companies; (2) the applicable transmission pmvider's maximum stated firm transmission rate on 
file at the time of the transmission reassignment; or (3) the Companies' own opportunity costs, 
capped at the applicable transmission pmvider's cost of expansion at the time of the sale to the 
eligible customer. The Companies will not recover opportunity costs in connection with 
reassignments without making a separate filing under Section 205. Except for the price, the 
terms and conditions under which the reassignment is made shall be the t m s  and conditions 
governing the original grant by the transmission provider. Transmission capacity may only be 
reassigned to a customer eligible to take service under the uansmission provider's open access 
transmission tariff or other transmission rate schedules. The Companies will report the name of 
the assignee in their quarterly reports. 

15.0 Reporting Changes in Status 

The Companies must timely report to the Commission any change in status that would 
retlect a departure from the characteristics the Commission relied upon in granting market-based 
rate authority. A change in status includes, but is not limited to, each of the following: (i) 
ownership or control of generation or transmission facilities or inputs to electric power 
production other than fuel supplies, or (ii) affiliation with any entity not disclosed in the 
application for market-basedkte authority that owns or contiols generation or trananission 
facilities or inputs to electric power production, or affiliation with any entity that has a hch i sed  
servioe area. Any change in status &st be filed no later than 30 days after the change in status 
occurs. 

Issued by: Mike Beer 
Vice President, Federal Regulation and Poljcy 
E.ON U.S. LLC 

Issued on: January 3,2006 

Effective: July 19,2005 



Unofficial FERC-Generated PDF of 20060530-0085 Received by FERC OSEC 05/24/2006 in Docket#: ERO6-1046-000 

Louisville Gas and Electric CompanyKentucky Utilities Company Original Sheet No. 8A 
FERC Electric Tan'% First Revised Volume No. 2 

THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

16.0 Certain Sales Prohibited 

The Companies shall not conspire or collude with a third party to make sale(s) under this 
Rate Schedule to such third party for purposes of such third party reselling such power in a 
transaction which, if betw& the companies and the purchaser from such third party, would not 
be permitted by this Rate Schedule (unless such transaction is otherwise expressly permitted by 
the-Commissidn). Any sales determined (afler adequate notice and c o n s i k t  with 
Commission requirements) to be made in violation of this Section 16.0 shall be considered a 
violation of the Federal Power Act, and shall be subject to enforcement and penalties provided 
for thereunder. 
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"Form of Service Agreement" 

PURCHASE AND SALES AGREEMENT 
Market-Based Snles Sewice 

This Service Agreement. made and entered into this day of , is by and 
between the Louisville Gas and Electric Company and the Kentucky Utilities Company 
(hereinafter "Companies"), and ("Customer"). 

Beginning ,and remaining in effect until terminated by either pa* 
upon thirty (30) days' written notice to the other party; provided, however, that no such 
termination notice shall be effective until the completion of an ongoing transaction agreed to by 
the parties: 

The Comoanies will make available to Customer the services identified in the 
Companies'  ate' Schedule Market-Based Sales Service (Rate MBSS) subject to the Companies' 
reachinn mutual aareement with the Customer for each transaction under Rate MBSS. The 
compaAes and ~is tomer agree to all terms and conditions set forth in Rate MBSS. 

The terns and conditions of Rate MBSS, as they may be modified from time to time by 
the Companies upon approval of the FERC, an incorporated in this Agreement by reference. 
Nothing herein shall prevent the Companies from modifying Rate MBSS in the future., although 
such modified Rate MBSS shall not apply to transactions commencing prior to the effective date 
of any such modification. 

Customer will provide capacity and energy to the Companies under <Customer 
&ecific9 

The Service Agreement. including the Rate Schedule refmnced within, and the specific 
terms and conditions to be agreed upon for each tmmction hereunder, contains the entire 
agreement between the Parties hereto in respect of the subject matter hereof, and thcn are no 
other understanding or agreements between the Parties hereto in respect thereof. 

Each transaction shall be g o v d  by (i) Rate MBSS,(ii) the specific terms and 
conditions agreed to by the Parties for such transaction, and (iii) the tams and conditions set 
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forth herein. In the event of a conflict in the provisions of the aforementioned documents, the 
order of urevalence will be the order in which the documents are set forth in the immediately 

sentence. 

This Agreement is not intended to and shall not create rights of any character whatsoever 
in favor of any person or entity other than the Parties, and the obligations stated herein are solety 
for the benefit of Louisville Gas and Electric Company and Kentucky Utilities Company. 

This Agreement shall be binding upon and shall inure to the benefit of the successors and 
pemitted assigns of the Parties. Neither the Service Agreement, nor any right or obligation 
thereunder, shall be assigned to a third person by a Party without the wrinen consent of the other 
Party, which'consent shall not be unreasonably withheld. Any assignment made without the 
w i r e d  consent shall be void and of no effect against the non-consenting Party. 

Any notice or request ma& to or by the Companies or the Customer regarding this 
Service Agreement or of operating nature shall be made in writing, and shall be 
telecommunicated or de1ivem-I either in person or by prepaid mail to the qresentative of the 
other party as indicated below. Such representative and address for notices or requests may be 
changed from time to time by notice by one party to the other. 

TO the Companies: 

Attn: 
The LG&E Operating Companies 
220 West Main Street (40202) 
P.O. Box 32010 
Louisville, Kentucky 40232 

TO Customer: 

OTHER SPECIFIC TERMS AND CONDITIONS 
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed by 
their respective duly authorized officials as of the date first above written. 

WITNESSETH: 

BY 

WITNESSETH: 

BY 

THE LG&E OPERATING COMPANIES 

BY 
Name: 
Title: 

CUSTOMER 

BY 
Name: 
Title: 

Issued by: Mike Beer 
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E.ON U.S. LLC 

Effective: July 19,2005 

lssued on: January 3,2006 



Unofficial FERC-Generated PDF of 20060530-0085 Received by FERC OSEC 05/24/2006 in Docket#: ER06-1046-000 

Louisville Gas and Electric Companyfientucky Utilities Company Original Sheet No. 12 
FERC Electric Tariff. First Revised Volume No. 2 

THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

"Form of Service Agreement" 

SALES AGREEMENT 
Market-Based Sales Service 

This Service Agreement, made and entered into this - day of , is by 
and between the Louisville Gas and Electric Company and the Kentucky Utilities Company 
(hereinafter "Companies"), and ("Customer"). 

Beginning , and remaining in effect until terminated by either party 
upon thirty (30) days' written notice to the other p w ,  provided, however, that no such 
tmnination hotice shall be effective until the completion of an ongoing transaction a p e d  to by 
the parties: 

The Companies will make available to Customer the services identified in the 
Companies' Rate Schedule Market-Based Safes Service (Rate MBSS) subject to the Companies' 
reacGng mutual agreement with the Customer for each transaction under Rate MBSS. The 
Companies and Customer agree to all terms and conditions set forth in Rate MBSS. 

The terms and conditions of Rate MBSS, as they may be modified from time to time by 
the companies upon approval of the FERC, are incorporated in this Agmment by reference. 
Nothing herein shall prevent the Companies from modifying Rate MBSS in the future, although 
such modified Rate MBSS shall not apply to transactions commencing prior to the effective date 
of any such modification. 

The Service Agreement, including the Rate Schedule referenced within, and the specific 
terms and conditions to be agreed upon for each transaction hereunder, contains the entire 
agreement between the parti& hento in respect of the subject matter hereof, and there are no 
other understandings or agreements between the Parties hereto in respect thereof. 

Each transaction shall be governed by (i) Rate MBSS. (ii) the specific terms and 
conditions a p e d  to by the parti& for such &saction, and (iii) the & and conditions set 
forth herein. In the event of a conflict in the pmvisions of the aforementioned documents, the 
order of prevalence will be the order in which the: documents are set fonh in the immediately 
preceding sentence. 

Issued by: Mike Beer Effective: July 19,205 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: January 3,2006 



Unofficial FERC-Generated PDF of 20060530-0085 Received by EERC OSEC 05/24/2006 in Docket#: ER06-1046-000 

Louisville Gas and Electric CompanylKentucky Utilities Company Original Sheet No. 13 
FERC Electric TariR First Revised Volume No. 2 

THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

This Agreement is not intended to and shall not create rights of any character whatsoever 
in favor of anfperson or entity other than the Parties, and the obligations stated herein are solely 
for the benefit of Louisville Gas and Electric Company and Kentucky Utilities Company. 

The service Agreement shall be binding upon and shall inure to the benefit of the 
successors and permitted assigns of the Parties. Neither the Service Agreement, nor any right or 
obligation thereunder, shall be assigned to a third person by a Party without the written consent 
of the other Party, which consent shall not be unreasonably withheld. Any assignment made 
without the required consent shall be void and of no effect against the non-consenting Party. 

Any notice or request made to or by the Companies or the Customer regarding this 
Service Agreement or of an operating nature shall be made in writing, and shall be 
telecommunicated or delivered either in person or by prepaid mail to the representative of the 
other party as indicated below. Such representative and address for notices or requests may be 
changed from time to time by notice by one party to the other. 

TO the Companies: 

Atbl: 
The LG&E Operating Companies 
220 West Main Street (40202) 
P.O. Box 32010 
Louisville, Kentucky 40232 

TO Customer: 

OTHER SPECIFIC TERMS AND CONDITIONS 

issued by: Mike Beer Effmtive: July 19,2005 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: January 3,2006 
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THE LGBE OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Scrvice 

IN WITNESS WUEREOF, the Parties have caused this Agreemenf to be executed by 
their respective duly authorized officials as of the date first above written. 

WITNESSETH: THE LG&E OPERATING COMPANIES 

BY BY 
Name: 
Title: 

WITNESSETH: 

BY 

CUSTOMER 

BY 
Name: 
Title: 

Issued by: Mike Beer Effective: July 19,2005 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: January 3.2006 
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LG&E ENERGY CORPORATION 
CODE OF CONDUCT 

BETWEEN LOUISVILLE GAS & ELECTRIC COMPANY, 
KENTUCKY UTILITIES COMPANY, WESTERN KENTUCKY ENERGY. CORP. 

LG&E Energy Corp. has established this Code of Conduct to guide the relationship 
between LG&E Energy Marketing Inc. ("LEM), Westem Kentucky Energy Cow. (collectively, 
the "Marketers") and their franchised utility affiliates, Louisville Gas and Electric Company and 
Kentucky Utilities Company (the "Utilities"), with respect to the Marketers' wholesale power 
marketing activities. 

I.  Transmission and ancillary services provided by the Utilities to the Marketers will 
be urovided under the Utilities' o m  access transmission tariff on file in compliance with Order 

2. Non-power goods and non-power services provided by the Utilities to the 
Marketers will be priced at the higher of the Utilities' cost or market. The Marketers will not sell 
non-power goods or non-power services to the Utilities at above-market prices. 

3. To the maximum extent practical, employees of the Utilities who operate the 
Utilities' systems or engage in power purchasing or selling on behalf of the Utilities will be 
physically, operationally, and functionally separate from employees of the Marketers performing 
power marketing activities. 

4. No employee of the Utilities will share market information with any employee of 
the Marketers unless all such information is simultaneously made available to the public. This 
policy will not apply to market information known to be publicly available, or to market 
information disclosed to employees of the Marketers or the Utilities who arc engaged in support 
functions, including human resources, information resources. data processing, finance, legal, 
accounting, and other support personnel who do not participate in directing, organizing and 
executing the day-to-day business decisions of the wholesale merchant or generation functions of 
the Utilities or the Marketers, provided that such employees are prohibited from acting as 
conduits to pass market information obtained from the Utilities to the Marketers. 

5 .  With mpect to brokcring by LEM of purchases and sales on behalf of the 
Utilities: 

a The Utilities will make the same market information provided to LEM 
simultaneously available to non-affiliated marketers and bmkns, except 
that this policy will not apply to market information known to be publicly 
available, or market infi&tion disclosed to employees O ~ L E M  or the 
Utilities pursuant to paragraph 4 of this Code of Conduct; 

Issued by: Mike Beer Effstive: July 19,2005 
Vice Wsident, Federal Regulation and Policy 
E.ON U.S. LLC 

issued on: January 3,2006 
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b. LEM will not have exclusive rights to broker for the Utilities; 

c. LEM will broker sales of the Utilities' power before marketing its own 
power to a utility that could be served by the Utilities (meaning that if the 
Utilities request LEM to broker power, LEM will provide the Utilities 
with a right of first refusal on any LEM transaction that fits the Utilities' 
parameters until the Utilities make the sale or withdraw their request); and 

d. LEM will not charge the Utilities a fee for brokering services. 

6. The Utilities will sell power to the Marketers at a rate that is no lower than the 
rate the Utilities charge to non-affiliates. 

7. Simultaneously with making an offer to sell power to the Marketers, the Utilities 
will make the same offer to non-afi1iates through a posting on their electronic bulletin board 
("EBB). 

8. Simultaneously with the striking of a power sales transaction with the Marketers, 
the Utilities \vill post the actual price paid on their EBB. 

9. Deviation &om this Code of Conduct may occur only in the case of emergency 
circummnces affecting system reliability. 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Eff&ive: July 19,2005 

Issued on: January 3.2006 
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Issued by: Mike Beer Effective: February 27,2006 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: March 8,2006 

Filed to comply with Investigation of Terms and Conditions of Public Utility Markel-Based Rare 
Aulhorizafions, 1 14 FERC tj  61,165 at n. 6 (2006) 



Unofficial FERC-Generated PDF of 20060530-0085 Received by FERC OSEC 05/24/2006 in Docket#: ER06-1046-000 

Louisville Gas and Electric CompanyIKentucky Utilities Company First Rev. Sheet No. 18 
FERC Electric Tariff, First Revised Volume No. 2 Superseding Original Sheet No. 18 

[Resewed] 

Issued by: Mike &er Effdve:  February 27,2006 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: March 8,2006 

Filed to comply with Invesfigation of Terms and Conditions of Public Ulility Market-Based Rate 
Aufhorirotions, 114 FERC 61,165 at n. 6 (2006) 
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POWER SALES BY 
LG&E ENERGY MARKETING INC. (LEM) 

1. Availability: LG&E Energy Marketing inc. ("LEM") makes non-firm energy and Arm 
capacity and energy available under this Rate Schedule for wholesale sales to purchasers 
with whom it has entered into a contract. 

2. Aoolicability This market based rates schedule applies to: (1) sales of capacity and/or 
energy into control areas where LEM has been authorized to sell at market based W s ;  
and (2) sales of capacity and/or energy at the borderlinterface between a control area in 
which LEM has been deemed to have market power and any neighboring control area 
where LEM is authorized to sell at market based rates. Any sales of capacity and/or 
energy as provided for in (2) shall be considered as sales outside of a control area in 
which LEM has been deemed to have market power. Any capacity and/or energy sold 
hereunder may not be re-sold to a Customer in any control area in which LEM and/or any 
of its affiliates has been deemed to have market power where such re-sale is made by: (a) 
LEM, and/or any of its affiliates; andlor @) any other party in contravention of the 
section of this rate schedule entitled "Cenain Sales Prohibited." For purposes of this 
section, the term "Customer" shall mean a party other than LEM. 

3. - Rates: All sales shall be made at rates established by letter a p m e n t  between the 
purchaser and LEM. 

3A. [Reserved] 

3B. Existine Amements: Notwithstanding any other provision in this Rate Schedule, this 
Rate Schedule shall not affect any agreement entered into before the effective date of this 
Tariff Sheet. 

Issued by: Mike Beer Effective: LGdEIKU MIS0 Exit 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: May 24,2006 
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4. Other Terms and Conditions: All other terms and conditions shall be established by 
agreement between the purchaser and LEM. 

5. Affiliate Sales Prohibited: No sale may be made pursuant to this Rae Schedule to 
Louisville Gas and Electric Company or to Kentucky Utilities Company. 

6. Rewrtine Chanea in Status: LEM must timely report to the Commission any change in 
status that would reflect a depamin: from the characteristics the Commission relied upon 
in granting market-based rateauthority. A change in status includes, but is not limited to, 
each of the follow in^: (i) ownershiv or control of eeneration or transmission facilities or - ., 
inputs to electric power production other than fu; supplies, or (ii) affiliation with any 
entity not disclosed in the application for market-based rate authority that owns or 
contmls generation or transmission facilities or inputs to electric power production, or 
affiliation with any entity that has a franchised service area. Any change in status must 
be filed no later than 30 days after the change in status occurs. 

7. R e a s s i m n t  of Transmission Canacity: LEM may reassign transmission capacity that it 
has reserved for its own use at a price not to exceed the highest of: (1) the original 
transmission rate paid by LEM; (2) the applicable transmission provider's maximum 
stated firm transmission rate on tile at the time of the transmission reassignment; or (3) 
LEM's own opportunity costs, capped at the applicable transmission provider's cost of 
expansion at the time of the sale to the eligible customer. LEM will not recover 
opportunity costs in connection with reassignments without making a separate filing 
under Section 205. Except for the price, the terms and conditions under which the 
reassignment is made shall be the terms and conditions governing the original grant by 
the transmission provider. Transmission capacity may only be reassigned to a customer 
eligible to take service under the transmission provider's open access transmission tariff 
or other transmission rate schedules. LEM will report the name of the assignee in its 
quarterly reports. 

8. Certain Sales Prohibited: LEM shall not conspire or collude with a third party to make 
sale(s) under this Rate Schedule to such third party for purposes of such third party 
reselling such power in a aansaction which, if between LEM and the purchaser from such 
third party, would not be permitted by this Rate Schedule (unless such transaction is 
otherwise expressly permitted by the Commission). Any sales determined (afier adequate 
notice and process, consistent with Commission requirements) to be made in violation of 
this Section 8 shall be considered a violation of the Federal Poww Act, and shall be 
subject to enforcement and penalties provided for thereunder. 

lssued by: Mike Beer Effective: LG&EIKU MIS0 Exit 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: May 24,2006 
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[Resewed] 

Issued by. Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: March 8,2006 

Second Revised Sheet No. 2 
Superseding First Revised Sheet No. 2 

Effectve: Februaty 27,2006 

Filed to comply with Investigation of Terms and Conditions of Public Utility Marker-Based Rate 
Authorizations, 1 14 FERC TI 61,165 at n. 6 (2006) 
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[Reserved] 

Issued by: Mike Beer Effective: February 27,2006 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: March 8,2006 

Filed to comply with Investigation of Tenns and Conditions of Public Utility Market-Based Rate 
Auth~ri~ations, I 14 FERC 7 61,165 at n. 6 (2006) 
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WESTERN KENTUCKY ENERGY CORP. 

1. Availability. Western Kentucky Energy Corp. ("WKEC") makes electric energy and 
capacity available under this Rate Schedule No. 1 for wholesale sales to purchasers with 
whom WKEC has contracted. 

2. Amlicability. This market based rates schedule applies to: (1) sales of capacity andlor 
energy into control areas where WKEC has been authorized to sell at market based rates; 
and (2) sales of capacity andlor energy at the borderI'iterface between a control area in 
which WKEC has been deemed to have market power and any neighboring control area 
where WKEC is authorized to sell at market based rates. Any sales of capacity andlor 
energy as provided for in (2) shall be considered as sales outside of a control area in 
which WKEC has been deemed to have market power. Any capacity and/or energy sold 
hereunder may not be re-sold to a Customer in any control area in which WKEC andfor 
any of its affiliates has been deemed to have market power where such re-sale is made 
by: (a) WKEC, and/or any of its affiliates; and/or (b) any other party in contravention of 
the section of this rate schedule entitled "Certain Sales Prohibited!' For purposes of this 
section, the term "Customer" shall mean a party other than WKEC. 

3. - Rates. A11 sales shall be made at rates established by agreement between the purchaser 
and WKEC. 

3A. [Reserved] 

3B. Exem~tion for Certain Existinr? A m e n t s :  Notwithstanding any other provision in this 
Rate Schedule, this Rate Schedule shall not affect any agreement entered into before the 
effective date of this Tariff Sheet. 

Issued by: Mike Beer Effective: LG&E/KU MIS0 Exit 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: May 24,2006 
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First Revised Sheet No. 1A 
Supersedes Original Sheet No. 1A 

4. Prohibited Transactions. No sale may be made pursuant to this Rate Schedule to 
Louisville Gas &Electric Company or Kentucky Utilities Company. 

5. Transmission Cmacitv Reassimments. WKEC may reassign transmission capacity that 
it has reserved for its own use at a orice not to exceed the hihest of: (1) the oriainal 
transmission rate paid by the power marketer, (2) the applicable tr&ission pkvider's 
maximum stated firm transmission rate on file at the time of the transmission 
reassignment; or (3) WKEC's own opportunity costs, capped at the applicable 
transmission provider's cost of expansion at the time of the sale to the eligible customer. 
WKEC will not recover opportunity costs in connection with reassignments without 
making a separate filing under Section 205. Except for the price, the terms and conditions 
under which the reassignment is made shall be the terms and conditions governing the 
original grant by the transmission provider. Transmission capacity may only be 
reassigned to a customer eligible to take service under the transmission provider's open 
access transmission tariff or other transmission rate schedules. WKEC will report the 
name of the assignee in its quarterly reports. 

6. Qther Terms and Conditions. All other terms and conditions of sale shall be established 
by agreement between purchaser and WKEC. 

7. Effective Date. This Rate Schedule is effective on the date on which sales pursuant to 
this Rate Schedule commence. 

8. Rewrtine ChatI~eS in Status. Seller must timely report to the Commission any change in 
status that would reflect a departure from the characteristics the Commission relied upon 
in granting market-based rate authority. A change in status includes, but is not limited to, 
each of the followina: (il ownershio or control of ameration or transmission fwilities or - .. 
inputs to electric power productioiother than fueisupplies, or (ii) affiliation with any 
entity not disclosed in the application for market-based rate authority that owns or 
controls generation or transmission facilities or inputs to electric power production, or 
affiliation with any entity that has a franchised service area Any change in status must 
be filed no later than 30 days after the change in status occurs. 

9. Certain Sales Prohibited. WKEC shall not conspire or collude with a third party to make 
sale(s) under this Rate Schedule to such third party for purposes of such third patty 
reselling such power in a blcmraction which, if between W C  and the purchasa from 
such third party, would not be permitted by this Rate Schedule (unless such transaction is 
otherwise expressly permitted by the Commission). Any salts determined (&er adequate 
notice and pk, &istent with Commission requirekmts) to be made in violation of 
this Section 9 shall be considered a violation of the Federal Power Act, and shall be 
subject to enforcement and penalties provided for thereunder. 

Issued by: Mike Beer Effective: LG&E/KU MIS0 Exit 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: May 24,2006 
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WESTERN KENTUCKY ENERGY CORP. 

CODE OF CONDUCT 

Western Kentucky Energy Corp. ("WKEC") has established this Code of Conduct to 

guide the relationship between WKEC and its afiiliates, Louisville Gas and Electric Company 

("LG&E") and Kentucky Utilities Company ("KIP'), with respect to WKEC's wholesale power 

marketing activities. 

1. Transmission and ancillary services pmvided by LG&E or KU to WKEC will be 

provided under LC&E's or KU's open access tariff on file in compliance with Order No. 888. 

2. Non-power goods and non-power services provided by LG&E or KU to WKEC 

will be priced at the higher of LG&E's or KU's fully-loaded wst or market. WKEC will not sell 

non-power goods or non-power sewices to LG&E or KU at above-market prices. 

3. To the maximum extent practical, LG&E and KU employees who operate 

LG&E's or KU's system or engage in power purchasing or selling on behalf of LG&E or KU 

will be physically, operationally, and functionally separate from WKEC's employees performing 

power marketing activities. 

4. No employee of LG&E or KU will s b  market information with any employee 

of WKEC unless all such information is comparably and simultaneously made available to the 

public. This policy will not apply to market information known to be publicly available. 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Effective: December 31, 1997 

Issued on: January 3,2006 
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[R-edl 

Issued by: Mike Beer 
Vice mident, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: March 8,2006 

Effective: February 27,2006 

Filed to comply with Investigation of Tmmr and Conditions of Public Ufilily Market-Based Rate 
Authorizations, 114 FERC // 61,165 at n. 6 (2006) 
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issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: Mach 8,2006 

Effective: February 27,2006 

Filed to comply with Investigation of Terms and Conditions of Public Utility Market-Based Rate 
Authorizations, I 14 FERC 1 61,165 at n. 6 (2006) 
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WHOLESALE MARKET-BASED RATE TARIFF TWO 
OF 

LOUISVILLE GAS AND ELECTRIC COMPANY1 
KENTUCKY UTILITIES COMPANY 

PROVIDING FOR 
SALES OF CAPACITY, ENERGY AND/OR ANCILLARY SERVICES 

AND RESALE OF TRANSMlSSlON RIGHTS 

The following words and terms used herein shall be understood to have the following meanings: 

1. Affiliate: means, with respect to any entity, any other entity (other than an individual person) 
that, directly or indirectly, through one or more intermediaries, controls, or is controlled by, 
or is under common wntml with, such entity. For this purpose, "control" means the direct or 
indirect ownership of ten percent (1W) or more of the outstanding capital stock or other 
equity interests having ordinary voting power. 

2. m: means a purchaser of electric capacity, energy and/or ancillary services or resold 
transmission rights under this Tariff 

3. Commission: means the Federal Energy Regulatory Commission ("FERC") or such 
successor Federal regulatory agency as may have jurisdiction over this Tariff. 

4. m: means Seller and Buyer that have entered into a Service Agreement for m i c e  
pursuant to this Tariff. 

5. &&: means Louisville Gas and Electric Company and Kentucky Utilities Company, each a 
Kentucky corporation organized under the laws of the Commonwealth of Kentucky, but 
operating as Louisville Gas and Electric CompanylKentucky Utilities Company, a jointly 
dispatched utility. 

6. Service Ameement: means the agreement entered into by Seller and Buyer for service 
pursuant to this Tariff, as it may be amended fiom time to time. 

7. Tariff: means this wholesaje market-based rate tariff, as amended from time to time. 

8. Transaction: means a particular transaction agreed to by the Patties pursuant to a Service 
Agreement under this Tariff. 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Effective: July 19,2005 

Issued on: January 3,2006 
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. . 

9. Transmission Tariff: means the transmission tariff filed by Louisville Gas and Electric 
Commy/Kentucky Utilities Company in compliance with Order No. 888, as it may be . - 
am&dd From time to time. 

11. SALES OF ELECTRIC CAPACITY, ENERGY AND/OR ANCILLARY 
SERVICES 

2. Ancillerv Services: Seller may sell the following ancillary sewices to Buyer under this Tariff 
from time to time at rates, terms and conditions es~ablished by the agreement of the Parties, 
provided that the ancillary services a n  not sold in conjunction with iransmission service 
provided under Seller's Transmission Tariff. All such Tmct ions  shall be voluntary with 
respect to both Parties. 

Sales of ancillary services may include ngulation and frequency response service, energy 
imbalance sentice, operating reserve-spinning SMY~LZ; andlor operating reserve-supplemental 
service. The Seller maintains an Internet-based OASIS-like site that provides information 
about the Seller and provides for ancillary m i c e s  Tra~a~tions, consistent with the 
Commission's nquirements. Ancillary services are not available under this Tariff in 
connection with (1) sales to a regional transmission organization ("RTO") such as an 
Independent System Operator ('SSO") or Transco, i.c, when: the RTO has no ability to self- 
supply ancillary services but instead depends on third parties; (2) sales to a traditional, 
franchised public utility affiliated with the Seller, or sales where ihe underlying transmission 
service is on the system of a public utility affiliated with Seller; or (3) sales to a public utility 

Issued by: Mike Beer Effective: MyW-2MS- . . 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: hitie&- 2006 
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who is purchasing ancillary services to satisfy its own open access transmission tariff 
requirements to offer ancillary services to its own customers. 

3. Provision of Unbundled Transmission Service: Except as provided under Sections 11.2 and 111, 
this Tariffdoes not provide for the sale of transmission service or ancillary services. Either 
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Seller or Buyer may arrange for transmission service and ancillary services in conjunction with the 
sale of capacity and energy. 

Ill. RESALE OF TRANSMISSION RIGHTS 

1. Character of Service: Seller may resell to a Buyer all or a portion of Seller's rights to the use of 
the transmission system of a transmission provider that Seller has reserved for its own use under 
a service agreement with the transmission provider, or has acquired from another customer of the 
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transmission provider, including capacity that Seller has resewed or acquired for its own use on 
its own transmission system under its Transmission Tariff. In order to be eligible for this 
service, the Buyer must be an eligible customer under the transmission tariff of the hsnsmission 
provider from whom the transmission service rights to be tmnsferred were originally obtained. 
When Seller resells transmission caoacitv that Seller has resewed or acquired for its own use on - - 
its own transmission system, Seller will continue to comply with all of the non-rate terms and 
conditions of its Transmission Tariff Notwithstanding the foregoing, the Seller may resell 
service that it has obtained from any transmission provider for a shorter duration than it has 
putchased and may resell as non-firm point-to-point service transmission that it has purchased as 
firm point-to-point service. 

2. Limitation on Sales Price: The price at which Seller resells transmission rights to the Buyer 
shall not exceed the highest of (a) the original rate paid by Seller; (b) the applicable transmission 
provider's maximum rate on file at the time of the sale to the Buyer for sewice of the same 
duration; or (c) Seller's own opportunity costs, capped at the applicable transmission provider's 
cost of expansion at the time of the Seller's sale to the Buyer. Seller shall not recover 
opportunity costs on an incremental basis in connection with such sale without first receiving 
Commission approval pursuant to a filing under Section 205 of the Federal Power Act or any 
superceding provision thereto. 

3. Records: Seller shall keep such records as may be needed to afford a clear history of all resales 
of transmission capacity that Seller has reserved or acquired for its own use on its own 
transmission system or on the transmission systems of other transmission providers under 
Section I11 of this Tariff. To the extent practicable. Seller shall retain the original of all such 
records. 

. .  . sales shall be made at rates established by agreement 
between Seller and Buyer- 

. . .  

V. OTHER TERMS AND CONDITlONS 

All other terms and conditions shall be established by agreement between Seller and Buyer. 
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VI. EFFECITVE DATE 

This Tariff shall be effective on such date set by the Commission. 

Seller may file revisions to this Tariff by notifying Buyer in writing and by unilaterally making the 
appropriate filing with the Commission pursuant to the provisions of Section 205 of the Federal 
Power Act or any superceding provision thereto, provided, however, that such revision shall not 
affect the rates, terms and condition of Transactions entered into prior to the date of such revision 
uniess otherwise agreed by the Parties. 

VIII. FILING AND REPORTING REQUIREMENTS 

Seller will comply with the current Commission policies and regulations for the filing andlor 
reporting of Service Agreements and Transactions pursuant to the Tariff. 

IX. AFFILIATE POWER SALES 

When Seller'offen to make any sale of capacity, energy andlor ancillary services to an affiliated 
entity, it shall make the same offer, at the same time, to all non-affiliated entities by simultaneously 
posting such offer of sale on an electronic bulletin board. 

The rates for sales under this Section IX shall be as negotiated by the parties but in no event will 
Seller sell capacity, energy and/or ancillary services toan affiliated entity under this Section at a rate 
lower than the rate at which Seller sells power to any non-affiliated entity. 

When Seller makes a sale of capacity, energy and/or ancillary services to an affiliated entity it will 
simultaneously post the price charged to such affiliate on an electronic bulletin board. The quarterly 
reports that Seller files with the Commission pursuant to Section VIII of this Tariff will include sales 
to affiliated entities at above-cost rates. 

X. REPORTING CHANGES IN STATUS 

Seller must timely report to the Commission any change in status that would reflect a departure 
from the charact&stics the Commission relied " p n  in granting market-based rate authority. A 
change in status includes, but is not limited to, each of the following: (i) ownership or control of 
generation or transmission facilities or inputs to electric power production other than fie1 
sumlies, or (ii) affiliation with any entity not disclosed in the application for market-based rate 
auGority that owns or controls g&erati&n or transmission facilities or inputs to electric power 
production, or aftiliation with any entity that hss a franchised service area Any change in status 
must be filed no later than 30 days after the change in status occurs. 

Issued by: Mike Beer Effective: July 19,2005 
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STATEMENT OF POLICY AND CODE OF CONDUCT 

As used throughout this Statement of Policy and Code of Conduct, the term "Operating 
Company" means Louisville Gas and Electric CompanyKentucky Utilities Company. The term 
"Marketing Affiliate" means any affiliate of the Operating Company, which is authorized to 
engage in sales for resale. 

Marketing of Power 

I. To the maximum extent practical, the employees of a Marketing Affiliate who 
perform power marketing activities of such Marketing ~ffiliatewill operate 
separately from the employees of the Operating Company. 

2. All market information shared between the Operating Company and a marketing 
Affiliate will be disclosed simultaneously to the public. This includes market 
information, including but not limited to any communication concerning power or 
transmission business, present or future, positive or negative, concrete or potential. 
Shared employees in a support role are not bound by this provision, but they may not 
serve as an improper conduit of information to non-support personnel. 

3. Sales of any non-power goods or services by the Operating Company to a Marketing 
Affiliate, including sales made through the Operating Company's affiliated Exempt 
Wholesale Generators or Qualified Facilities, will be at the higher of cost or market 
price. 

4. Sales of any non-power goods or services by a Marketing Afftliate to the Operating 
Company will not be at a price above market. 

Affiliate Power Sales 

When Operating oders to make any sale of capacity, energy and/or ancillary services to a 
Marketing Affiliate, it shall make the same offer, at the same time, to all non-affiliated 
entities by s i m u l ~ w l y  posting such offer of safe on an electronic bulletin board. 

The rates for sales of power shall be as negotiated by the parties, but in no event will 
Operating Company &ll capacity, energy and/or ancillary services to a Marketing 
Affiliates at a rate lower than the rate at which Opemting Company sells power to any 
non-affiliated entity. 

When Operating Company makes a sale of capacity, energy and/or ancillary services to a 
markm'ng Affiliate, it will simultaneously post the price charged to such Marketing 
Afiiliate on an electronic bulletin board. 

Issued by: Mike Beer Effective: July 19,2005 
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The quarterly reports that Operating Company files with the Commission pursuant to its 
Market-Based Rate Tariff will include sales to Marketing Affiliates at above-cost rates. 
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Form of  

SERVICE AGREEMENT 

UNDER WHOLESALE MARKET-BASED RATE TARIFF TWO 

OF 

LOUISVlLLE GAS AND ELECTRIC COMPANY1 

KENTUCKY UTILITlES COMPANY 

PROVIDING FOR 

SALES OF CAPACITY, ENERGY AND/OR ANCILLARY SERVICES 

AND RESALE OF TRANMISSION RIGHTS 
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SERVICE AGREEMENT 
UNDER WHOLESALE MARKET-BASED RATE TARIFF TWO 

OF 
LOUISVILLE GAS AND ELECTRIC COMPANY1 

KENTUCKY UTILITIES COMPANY 
PROVIDING FOR 

SALES OF CAPACITY, ENERGY AND/OR ANCILLARY SERVICES 
AND RESALE OF TRANMlSSiON RIGHTS 

1.0 This Service Agreement, dated as of . in entered into by and between 
Louisville Gas and Electric Com~anyKentucky Utilities Company ("Sclter") and 

2.0 Seller may provide and Buyer may purchase service under Seller's tariff. 

3.0 Terms and conditions for service shall be set forth in a Master Power Purchase and Sale 
Agreement ("Master Agreement") and the Master Agreement shall be executed by Seller 
and Buyer. 

4.0 Any notice or request made to or by a Party (Seller or Buyer) regarding this Service 
Agreement shall be made to the representative of the other Party as indicated below: 

Seller: Buyer: 

IN WITNESS WHEREOF, the Parties have caused this Service Agreement to be executed by 
their respective authorized officials. 

Louisville Gas and Electric CompanyKentucky Utilities Company 

By: Title: Date: 
Name 

[INSERT BUYER COMPANY HERE] 

By: Title: Date: 
Name 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Effective: July 19,2005 

issued on: January 3,2006 
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[Reserved] 

issued by: Mike Beer Effective: February 27.2006 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: March 8,2006 

Filed to comply with Invesfigation of Terms and Conditions of Public Utility Market-Bmed Rare 
Authorizations, 114 FERC 161,165 at n. 6 (2006) 
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[Reserved] 
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. . 

THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Semce 

1.0 Availability 

1.2 This Rate Schedule provides a vehicle under which the Companies may make 
electric power and energy available to purch- for resale. The determination of whether to 
enter into agreements &er this Rate Schedule shall be made at the Companies' sole discretion. 

1.3 No entity affiliated with the Companim shall be eligible for service under this Rate 
Schedule, except that the Companies' affiliates LG&E Energy Marketing Inc. and WWem 
Kentucky Energy Corp. shall be eligible for service under this Rate Schedule subject to the Joint 
Code of Conduct (Supplement No. 1 hereto) that is intended to guide the relationship between 
the Companies and those affiliates. 

2.0 Character of Service 

Issued by: Mike Beer Effective: A+&XJQ5- 
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THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

2.1 The Companies may pmvide ( I )  firm capacity and associated energy or (2) non-firm 
capacity and associated energy.- Said capacity and energy shall be provided from generating 
waci ty  contained within the Companies' systems andlor power purchased by the Companies 
&t may from time. to time be soldto the ~"stomer for thepurpo& of providing either firm or 
non-firm capacity and energy. 
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2.2 "Firm" means, with respect to a transaction, that the only excuse for nondelivery or non- 
meipt of the power subject to the transaction shall be the existence of an event of Force 
Majeure, as defined in Article 9.0. "Non-fim" means, with respect to any transaction, any 
transaction under which delivery or receipt of the power subject to the transaction may be 
interrupted by either Party for any reason or no reason at any time or at such times as the 
Parties may otherwise specify. Interruption of a non-firm transaction shall not constitute a 
default hereunder. 
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THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

2.3 Service will be provided a! 60 Hertz, alternating current, three phase and at mutually 
agreed to voltage levels. 

3.0 Interconnection and Interchange 

3.1 Unless otherwise pmvided in the individual Service Agreement, it shall be the 
responsibility of the Customer to make any necessary arrangements for delivery of power and 
energy beyond the points of interconnection of the Companies' system facilities with those of 
other electric systems (the "Delivery Point"). 

3.2 As a general practice, the receiving Party shall schedule energy deliveries on an 
hourly basis in a mutually agreed-upon manner with the supplying party on the day before such 
energy is to be delivered, pmvided, however, that the Parties may make changes in existing 
energy schedules as both Parties may agree to take into account unexpected or unforeseen - 
conditions or occurrences. 

4.0 Rates 

4.1 The rates for transactions made under this Rate Schedule shall be agreed upon by the 
Companies and the Customer. The rights of the Companies and the Customer to modifl the rates 
shall be governed by either the unexecuted or the executed Service Agreement. 

4.2 When selling power h m  Companies' generation pursuant to this Rate Schedule. the 
Companies will takc banmission senice pummt to their Joint Open Acoess Trammission 
Tarifl; or its successor tarims). As such, they will separately identify the prices charged to 
customera for wholesale genrmtion, transmiesion service, and ancillary services in their auarterly 
transaction summary Grt for sales of a short-term nature.   or &tions of one more 
in duration, the Companiw will provide the Commission an Agreement which states the prices 
for wholesale generation, transmission service and ancillrvy smrices(s). 

Issued by: Mike Beer Effective: July 19,2005 
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THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

. . . . -5.0 Service 
A m e n t s  

a 5.1 The Com~anies and the Customer shall execute a Service Aseement that includes, 
without limitation, di necessary service specifications. The ~ompaniesihall reserve the right to 
enter into transactions under this Rate Schedule by filing an unexecuted Service Agreement. 

5.2 The amount of capacity or energy either sold or purchased hereunder, the rates, the 
service specifications, and other terms and conditions shall be negotiated by the Companies and 
the Customet. The Companies may refuse, at their sole discmiion, to enter into an individual 
Scrvice Agreement under this Rate Schedule. The Companies are under no obligation to execute 
a Service Agreement to provide service hereunder. 

5.3 Acceptance of service by a Customer pursuant to either an unexecuted or fully 
executed Service Agreement filed under this Rate Schedule commits the Customer both to the 
provisions of this Rate Schedule and to the terms of the individual Service Agreement. 

5.4 The Companies will provide the Commission with a copy of either ihe unexecuted or 
the fully executed Service Agreement. 

5.5 Transactions may be c o n b e d  by the Companies and the Customer in writing sent 
to the other Party (each a "Confirmation") containing the specific t m s  and conditions of the 
transaction. Absence manifest error, terms contained in a Confirmation shall be deemed correct, 
unless objected to in writing within two (2) business days of receipt themf. However, failure to 
issue a Confirmation shall not invalidate any transaction actually entered into. Each Party 
consents to the recording of a11 telephone conversations between its employees and the 
employees of the other Perty. Any such recordings and any oiher evidence may be introduced as 
evidence in any legal proceeding to establish proof of any matter relating to the Service 
Agreement or any transaction pursuant to this Rate Schedule. 

5.6 in computing any period of time prescribed or allowed by the Service Agreement, 
the day of the act, event, or default from which the designated period of time begins to run shall 
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THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

be excluded but the last day of such period shall be included, unless it is a Saturday, Sunday, or 
legal holiday, in which event the period shall run until the end of the next business day which is 
not a saturday, Sunday, or legal holiday. 

5.7 The Parties shall discharge all obligations under the Service Agreement accordance 
with prudent utility practices. 

5.8 In the event any of the tenns, covenants, or conditions of the Service Agreement, or 
any amendment thento, or the application of any such terms, covenants, or conditions shall be 
held invalid as to either Party or circumstance by a court or regulatory authority having 
jurisdiction, all other terms, covenants, and conditions of the Service Agreement, or any 
amendment hereto, and their application, shall not be affected thereby and shall m a i n  in full 
force and effect. 

6.0 Billing, Defaults, and Records 

6.1 The Customer shaH be invoiced each month for services provided hereunder. Unless 
otherwise agreed upon, billing shall be delivered monthly and shall wver transactions which 
shall have occurred during the previous calendar month. All bills shall be due and payable on 
the tenth calendar day following receipt of bill. Interest on the unpaid amounts shall accnre at 
the interest rate authorized by the EERC for refunds, pursuant to I8CFR 35.19a 

6.2 in the event a Party wishes to contest a portion of a billed amount, such Party shall 
pay the portion not contested, and interest shall accrue on the unpaid portion while resolution of 
contested amounts is pending. 

6.3 In the event the Customer fails to make timely payment in accordance with this Rate 
Schedule, and such failure is not wmcted within two (2) calendar days atter notification to cure 
such fa i lk ,  a default shall be deemed to exist. subject to any regulatory requirements, and 
won the occurrence of a default, (a) the Companies may immediately cease -scheduling, or 
o&wise supplying services p&\;ided under h e  Rate schedule until~the default is c d  by 
payment, @) Customer shall not contest or object to the suspension of its right to schedule 
mergy, and (c) the Companies' obligation under the Rate Schedule may be terminated, and the 
Companies may initiate any regulatory or legal proceeding to terminate d andlor enforce the Rate 
Schedule. 
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THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

6.4 The Parties shall keep complete records as may be needed to substantiate a clear 
histow of the various deliveries of electric enerw made, and of the clock-hour integrated 
demands delivered by one Party to the other. A - P ~ ~ * S  records shall be available 2 all 
reasonable times for inspection by the other Party's representative, and may be copied at such 
other Party's expense. 

7.0 Creditworthiness 

7.1 For the purpose of determining the ability of the Customer to meet its obligations 
related to service hereunder, the Companies may require reasonable credit review procedures 
which may include but shall not be limited to, verification that the Customer is not operating 
under any a t e  or federal bankruptcy laws, is not subject to the uncertainty of pending 
liquidation or regulatory proceedings in state or federal c o w ,  and no significant collection 
lawsuits or judgments are outstanding which would seriously affect the Customer's ability, in the 
Companies' determination, to remain solvent, As part of this process, the Customer may be 
required to furnish the Companies with its financial reports andlor its reports to shareowners. 

7.2 Customers that do not meet the Moody's ratings of Baa or better, or that do not meet 
an S&P rating of BBB or better. must show  roof of creditworthiness including their most recent - 
annual repa&inancial statement. If a service agreement is executed, the 
Customer must update its financials annually. 

8.0 Term 

8.1 The term for transactions under this Rate Schedule shall be set forth in the Service 
Agreement. Transactions made prior to the filing of a fully executed Service Agreement shall be 
governed by an unexecuted Service Agreement; said unexecuted Agreement shall remain in 
effect until either the l l l y  executed Agreement is filed or the unexecuted Agreement is 
terminated. 

9.1 Foroe Maieure. The term "Force Majeure" shall be deemed for the purpose of this 
Rate Schedule to mean earthquake, storm, lightning, flood, backwater caused by flood, fire, 
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THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

explosion, act of the public enemy, epidemic, accident, failure of facilities, equipment or fuel 
supply, acts of God, war, riot, civil disturbances, strike, labor disturbances, labor or material 
shortage, national emergency, restraint by court order or other public authority or governmental 
agency, or other similar or dissimilar causes beyond the control of the Party affected which 
causes such Party could not have avoided by exercise of due diligence and nasonable care. 
Nothing contained herein shall be construed to require a Party to settle any strike, lockout, work 
stoppage or other industrial disturbance or dispute in which it may be involved or to take an 
appeal from any judicial, regulatory or administrative action. Any Party rendered unable to 
fulfill any of its obligations under this Rate Schedule by reason of Force Majeure shall exercise 
due diligence to remove such inability with all reasonable dispatch and shall fully inform the 
other Party of its progress. In the event either Party is unable, in whole or in part, to perform any 
of its obligations by reason of Force Majeure the obligations of the Party relying thereon, insofar 
as such obligations are affected by such Force Majeure, shall be suspended during the 
continuance thereof but no longer. The Pany invoking the Force Majeure shall specifically state 
the full particulars of the Force Majeure and the time and date when the Force Majeure occurred. 
Notices given by telephone under the pmvision of this Paragraph 9.1 shall be confinned in 
writing as soon as reasonably possible. When the Force Majeure ceases, the Pany relying thereon 
shall give immediate notice thereof to the other Party. The Sewice Agreement shall not be 
terminated by reason of Force Majeure but shall remain in full force and effect. 

10.0 Indemnification and Limitation of Liability 

10.1 Limitation of Liability. In no event shall one Pany be liable to the other Party for 
any indirect, special, incidental or consequential damages with respect to any claim arising out of 
this Rate Schedule. 

10.2 Indemnification Clause. Each Party shall indemnify, defend and hold harmless the 
other Party from and against any liability, loss, wst, damage and expense (including, but not 
limited to, reasonable attorney's fees) because of injury or damage to persons or propaty 
resulting from, or arising out of the use of its own facilities or the production or flow of electric 
energy by and through its own facilities, except when such injury or damage results from the 
negligence or willful misconduct of the other Party, its agents, servants, or employeee. 

10.3 Remnsibilitv for Com~lianc(i. Each Party shall be responsible for its own 
compliance with all applicable laws and regulations, including those relating to the environment, 
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THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

and each Party shall hold the other Party harmless from any liability, loss, cost, damage or 
expense (including, but not limited to reasonable attorney's fees) arising out of its failure to 
comply with such laws and regulations. 

1 1.0 Tax Reimbursement 

1 1.1 it is exvressly anreed by the Parties that, as part of the compensation to be paid 
under the Rate schebule, kdunder confirmations oiother agreements annexed to &d made 
 art of the Rate Schedule. if at any time during the tern hereof there should be levied andlor 
assessed against the Companies, direct t&, including, but not limited to environmental 
(carbon content or otherwise) or similar taxes (other than taxes based on or measured by net 
income), by Boy taxing authority on the power andlor energy manufactured, generated, produced, 
converted, sold, purchased, transmitted, interchanged, exchanged, exported or imported by the 
Companies on behaif of the Customer, the Companies shall be entitled to full compensation by 
the Customer for such taxes. 

11.2 The Parties also agree that prior approval of any regulatory body having jurisdiction 
in such matter, if required, shall be obtained as a prerequisite to collection of such direct tax. 

12.0 Waivers 

12.1 Waivers. Any waiver by either Party of its rights under this Rate Schedule or with 
respect to any matter arising in connection with this Rate Schedule, shall not be deemed a waiver 
with respect to any rights that subsequently accrue. Any delay for less than the statutory period 
of limitations in asserting or enforcing any rights under this Rate Schedule shall not be deemed a 
waiver of such rights. 

13.0 Revisions to Rate Schedule 

13.1 The Companies may file revisions to this Rate Schedule with the FERC. Nothing 
contained in this Rate Schedule shall be construed as affecting or limiting in any way the right of 
the Companies to unilaterally file with the FERC for a change in any aspect of this Rate 
Schedule under Section 205 or 206 of the Federal Power Act pursuant to the FERC's Rules and 
Regulations promulgated thereunder. 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Effective: July 19,2005 

lssued on: January 3,2006 
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14.0 Reassignment of Transmission Capacity 

14.1 The Companies may reassign transmission capacity that they have reserved for their 
own use at a price not to exceed the highest of: (I) the original transmission rate paid by the 
Companies; (2) the applicable transmission provider's maximum staled firm &mission rate on 
file at the time of the transmission reassignment; or (3) the Companies' own opportunity costs, 
capped at the applicable wanmission cost of expansion at the time of the sale to the 
eligible customer. The Companies will not recover opportunity costs in connection with 
reassignments without making a separate filing under Section 205. Except for the price, the 
terms and conditions under which the reassignment is made shall be the tams and conditions 
governing the original grant by the transmission provider. Transmission capacity may only be 
reassigned to a customer eligible to take service under the transmission provider's open access 
transmission tariff or other <miss ion  rate schedules. The companies will report the name of 
the assignee in their quarterly reports. 

15.0 Reporting Changes in Status 

The Companies must timely report to the Commission any change in status that would 
reflect a de~arture from the characteristics the Commission relied upon in m t i n a  market-based 
rate authority. A change in status includes, but is not limited to, each of thcfollo~ng: (i) 
ownership or control of generation or transmission facilities or inputs lo electric power 
production other than fuel supplies, or (ii) affiliation with any entity not disclosed in the 
application for market-based rate authority that owns or controls generation or transmission 
facilities or inputs to electric power production, or affiliation with any entity that has a franchised 
service area. Any change in status must be filed no later than 30 days after the change in status 
wcm. 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Effective: July 19,2005 

lssucd on: January 3,2006 
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"Form of Service Agreement" 

PURCHASE AND SALES AGREEMENT 
Market-Based Sales Service 

This Service Agreement, made and entered into this day of , is by and 
between the Louisville Gas and Electric Company and the Kentucky Utilities Company 
(hereinafter "Companies"), and (“Customsl'). 

Beginning , and remaining in effect until terminated by either party 
upon thirty (30) days' written notice to the other party; provided, however, that no such 
termination notice shall be effective until the completion of an ongoing transaction agreed to by 
the parties: 

The Companies will make available to Customer the services identified in the 
Companies' Rate Schedule Market-Based Sales Service (Rate MBSS) subject to the Companies' 
reaching mutual agreement with the Customer for each eansaction under Rate MBSS. The 
Companies and Customer agree to all terms and conditions set forth in Rate MBSS. 

The terms and conditions of Rate MBSS, as they may be modified from time to time by 
the Companies upon appmval of the FERC, are incorporated in this Agreement by reference. 
Nothing herein shall prevent the Companies from modifying Rate MBSS in the future, although 
such modified Rate MBSS shall not apply to transactions commencing prior to the effective date - -  - 
of any such modification. 

Customer will provide capacity end energy to the Companies under <Customer 
Specifice 

The Service Agreement, including the Rate Schedule referenced within, and the specific 
t e n s  and conditions to be agreed upon for each transaction hereunder, contains the entire 
agreement between the Parties hereto in respect of the subject matter henof, and there an no 
other understandings or agreements between the Parties hereto in respect thewof. 

Each transaction shall be governed by (i) Rate MBSS,(ii) the specific terms and 
conditions agreed to by the Parties for such tmnsaction, and (iii) the tenns and conditions set 

Issued by: Mike Beer Effective: July 19,2005 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

lssued on: January 3,2006 



U n o f f i c i a l  EERC-Generated POF of 20060530-0085 Received by FERC OSEC 05/24/2006 i n  Docket#:  ~ ~ 0 6 - 1 0 4 6 - 0 0 0  

Louisville Gas and Electric CompanyKentucky Utilities Company Original Sheet No. 10 
FERC Electric Tariff, Fint Revised Volume No. 2 

THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

forth herein. In the event of a conflict in the provisions of the aforementioned documents, the 
order of prevalence will be the order in which the documents are set forth in the immediately 
preceding sentence. 

This Agreement is not intended to and shall not create rights of any character whatsoever 
in favor of aniperson or entity other than the Parties, and the 061igations kated herein are solely 
for the benefit of Louisville Gas and Electric Company and Kentucky Utilities Company. 

This Agreement shall be binding upon and shall inure to the benefit of the successors and 
permitted assigns of the Parties. Neither the Service Agreement, nor any right or obligation 
thereunder. shall be assigned to a third oerson bv a Partv without the written consent of the other 
Party. which'consent shall not be unr&onably kithheld. Any assignment made without the 
required consent shall be void and of no effect against the non-consenting Party. 

Any notice or request made to or by the Companies or the Customer regarding this 
Service Agnement or of an operating nature shall be made in writing, and shall be 
telecommunicated or delivered either in person or by prepaid mail to the representative of the 
other party as indicated below. Such representative and address for notices or requests may be 
changed from time to time by notice by one party to the other. 

TO the Companies: 

Am: 
The LG&E Operating Companies 
220 West ~ a i n  street (402023 
P.O. Box 32010 
Louisville, Kentucky 40232 

TO Customer: 

OTHER SPECIFIC TERMS AND CONDITIONS 

issued by: Mike 3eer Effective: July 19,2005 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: January 3,2006 
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed by 
their respective duly authorized officials as of the date first above written. 

WITNESSETH: 

BY 

WITNESSETH: 

BY 

THE LG&E OPERATING COMPANIES 

Name: 
Title: 

CUSTOMER 

BY 
Name: 
Title: 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Effective: July 19.2005 

Issued on: January 3,2006 
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"Form of Service Agreement" 

SALES AGREEMENT 
Market-Based Sales Service 

ThishService Agreement, made and entered into this - day of , is by 
and between the Louisville Gas and Electric Company and the Kentucky Utilities Company 
(hereinafter "Companies"), and (nCustomer"). 

Beginning , and remaining in effect until terminated by either patty 
upon t h i q  (30) days' written notice to the other party; provided, however, that no such 
termination llotice shall be effective until the completion of an ongoing transaction agreed to by 
the parties: 

The Companies will make available to Customer the services identified in the 
Companies* Rate Schedule Market-Based Safes Service (Rate MBSS) subject to the Companies' 
reaching mutual agreement with the Customer for each transaction under Rate MBSS. The 
Companies and Customer agree to all terms and conditions set forth in Rate MBSS. 

The terms and conditions of Rate MBSS, as they may be modified from time to time by 
the companies upon approval of the FERC, are incorporated in this Agreement by reference. 
Nothing herein shall p~ven t  the Companies from modifying Rate MBSS in the future, although 
such modified Rate MBSS shall not apply to transactions commencing prior to the effective date 
of any such modification. 

The Service Agreement, including the Rate Schedule refemnced within, and the specific 
terms and conditions to be agreed upon for each wansaction hereunder, contains the entire 
agreement between the Parties hereto in respcot of the subject matter hereof, and there are no 
other understandings or agreements between the Parties hereto in respect thereof. 

Each @ansaction shall be governed by (i) Rate MBSS, (ii) the specific terms and 
conditions agreed to by the Parties for such transaction, and (iii) thc tenns and conditions set 
forth herein. In the event of a conflict in the provisions of the aforementioned documents, the 
order of prevalence will be the order in which the: documents are set forth in the immediately 
preceding sentence. 

Issued by: Mike Beer Effective: July 19,2005 
Vice President, Fedeml Regulation and Policy 
E.ON U.S. LLC 

Issued on: January 3,2006 
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This Agreement is not intended to and shall not create rights of any character whatsoever 
in favor of any person or entity other than the Parties, and the obligations stated herein are solely 
for the benefit of Louisville Gas and Electric Company and Kentucky Utilities Comjmy. 

The Service Agreement shall be binding upon and shall inure to the benefit of the 
successors and permitted assigns of the Parties. Neither the Service Agreement, nor any right or 
obligation thereunder, shall be assigned to a third person by a Party without the written consent 
of the other Party, which consent shall not be unreasonably withheld. Any assignment made 
without the required consent shall be void and of no effect against the non-consenting Party. 

Anv notice or reauest made to or by the Com~anies or the Customer regarding this - 
Service ~ & m m t  or of'an operating n a h k  shall be-made in writing, and shsli be 
telecommunicated or delivered either in oerson or by prepaid mail to the representative of the - -  - 
other party as indicated below. Such &resentative and address for noticeior requests may be 
changed from time to time by notice by one party to the other. 

TO the Companies: 

Ann: 
The LGBE Operating Companies 
220 West Main Street (40202) 
P.O. Box 32010 
Louisville, Kentucky 40232 

TO Customer: 

OTHER SPECIFIC TERMS AND CONDITIONS 

Issued by: Mike Beer Effective: July 19,2005 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: January 3.2006 



U n o f f i c i a l  F E W - G e n e r a t e d  PDF of 2 0 0 6 0 5 3 0 - 0 0 8 5  R e c e i v e d  by FERC OSEC 0 5 / 2 4 / 2 0 0 6  i n  D o c k e t # :  ER06-1046-000 

Louisville Gas and Electric CompanyKentucky Utilities Company Original Sheet No. 14 
FERC Electric Tariff, First Revised Volume No. 2 

THE LG&E OPERATING COMPANIES 

FERC Standard Rate Schedule 
Rate MBSS 

Market-Based Sales Service 

IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed by 
their respective duly authorized officials as of the date first above written. 

WITNESSETH: 

BY 

WITNESSETH: 

BY 

THE LG&E OPERATING COMPANIES 

Name: 
Title: 

CUSTOMER 

BY 
Name: 
Title: 

Issued by: Mike Beer 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Effective: July 19,2005 

Issued on: January 3,2006 
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LG&E ENERGY CORPORATION 
CODE OF CONDUCT 

BETWEEN LOUISVILLE GAS & ELECTRIC COMPANY, 
KENTUCKY UTILITIES COMPANY. WESTERN KENTUCKY ENERGY.CORP. 

LG&E Energy Corp. has established this Code of Conduct to guide the relationship 
between LG&E ~ n e G ~  ~ b k e t i n ~  Inc. CLEM), Western Kentucky Energy Corp. (coll&tively, 
the "Marketers") and their franchised utility affiliates, Louisville Gas and Electric Company and . . 

Kentucky Utilities Company (the "~tilities"), with respect to the Marketers' wholesale power 
marketing activities. 

1. Transmission and ancillary services provided by the Utilities to the Marketers will 
be provided under the Utilities' open access transmission tariff on file in compliance with Order 
No. 888. 

2. Non-power goods and non-power services provided by the Utilities to the 
Marketers will be priced at the higher of the Utilities' cost or market. The Marketers will not sell 
non-power goods or non-power services to the Utilities at above-market prices. 

3. To the maximum extent practical, employees of the Utilities who operate the 
Utilities' systems or engage in power purchasing or selling on behalf of the Utilities will be 
physically, operationally, and functionally separate from employees of the Marketers performing 
power marketing activities. 

4. No employee of the Utilities will share market information with any employee of 
the Marketers unless all such information is simultaneously made available to the public. This 
policy will not apply to market information known to be publicly available, or to market 
information disclosed to employees of the Marketers or the Utilities who are engaged in support 
functions, including human resources, information resources, data processing, finance, legal, 
accounting, and other support pemonnel who do not participate in directing, organizing and 
executing the day-to-day business decisions of the wholesale merchant or generation functions of 
the Utilities or the Marketers, provided that such employees are prohibited from acting as 
conduits to pass market information obtained from the Utilities to the Marketers. 

5. With respect to brokering by LEM of purchases and sales on behalf ofthe 
Utilities: 

a. The Utilities will make the same market information provided to LEM 
simultaneously available to non-affiliated marketers and brokers, except 
that this policy will not apply to market information known to be publicly 
available, or to market information disclosed to employees of LEM or the 
Utilities pursuant to paragraph 4 of this Code of Conduct; 

Issued by: Mike Beer Effective: July 19,2005 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: January 3,2006 
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b. LEM will not have exclusive rights to bmker for the Utilities; 

c. LEM will bmker sales of the Utilities' power before marketing its own 
power to a utility that could be smed by the Utilities (meaning that if the 
Utilities request LEM to broker power, LEM will provide the Utilities 
with a righiof first refusal on any LEM transaction that fit# the Utilities' 
parameters until the Utilities make the sale or withdraw their request); and 

d. LEM will not charge the Utilities a fee for bmkering services. 

6. The Utilities will sell power to the Marketers at a rate that is no lower than the 
rate the Utilities charge to non-affiliates. 

7. Simultaneously with making an offer to self power to the Marketers, the Utilities 
will make the same offer to non-affiliates through a posting on their electronic bulletin board 

8. Simultaneously with the striking of a power sales transaction with the Marketers, 
the Utilities will post the actual price paid on their EBB. 

9. Deviation from this Code of Conduct may occur only in the case of emergency 
circumstances effecting system reliability. 
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[Reserved] 

Issued by: Mike Beer Effective: February 27,2006 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: March 8,2006 

Filed to comply with Investigation of Tenns and Conditions ofpublic Utility Market-Based Rare 
Authorizations, 114 FERC 7 61,165 at n. 6 (2006) 
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[Reserved] 
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POWER SALES BY 
LG&E ENERGY MARKETING INC. (LEM) 

1. Availability: LG&E Energy Marketing Inc. ("LEM") makes non-firm energy and firm 
capacity and a44eeiitieaenergy available under this Rate Schedule for wholesale sales to 
putchasers with whom it has entered into a contract. 

3. - Rates: All sales shall be made at rates established by letter agreement between the 
purchaser and LEM. 

Issued by: Mike Beer Effectve: du+&-XS- 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: fdwb-tk- 2006 
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4. Other Terms and Conditions: All other terms and conditions shall be established by 
agreement between the purchaser and LEM. 

5. Affiliate Sales Prohibited: No sale may be made pursuant to this Rate. Schedule to 
Louisville Gas and Electric Company or to Kentucky Utilities Company. 

6. Reoortine Changes in Status: LEM must timely q o r t  to the Commission any change in 
status that would reflect a departure from the characteristics the Commission relied upon 
in granting market-based rate authority. A change in status includes, but is not limited to, 
each of the following: (i) ownership or control of generation or hansmission facilities or 
inputs to electric power production other than fuel supplies, or (ii) affiliation with any 
entity not disclosed in the application for market-based rate authority that owns or 
controls generation or transmission facilities or inputs to electric power production, or 
affiliation with any entity that has a franchised service am. Any change in status must 
be filed no later than 30 days after the change in status occurs. 

7. Reassienment of Transmission Cauacity: LEM may reassign transmission capacity that it 
has reserved for its own use at a price not to exceed the highest of: (1) the original 
bansmission rate mid by LEM; (2) the avplicable transmission provider's maximum 
stated firm transmission rate on file at the tihe of the transmission-reassignment; or (3) 
LEM's own opportunity costs. capped at the applicable transmission urovider's cost of 
expansion at the time- of the sde to the eligible customer. LEM 'will not recover 
opportunity costs in connection with reassignments without making a separate filing 
under Section 205. Except for the price, the terms and conditions under which the 
reassignment is made shall be the terms and conditions governing the original grant by 
the transmission provider. Transmission capacity may only be reassigned to a customer 
eligible to take service under the transmission provider's open access transmission tariff 
or other transmission rate schedules. LEM will report the name of the assignee in its 
quarterly reports. 

Issued by: Mike Beer Effective: 5~&&24M- 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: Pderek(- 2006 
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[Reserved] 
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WESTERN KENTUCKY ENERGY CORP. 

1. Availabilihr. Western Kentucky Energy Co~p. ("WKEC") makes electric energy and 
capacity available under this Rate Schedule No. I for wholesale sales to purchasers with 
whom WKEC has contracted. 

3. w. All sales shall be made at rates established by agreement between the purchaser 
and WKEC. 

38.  Exemotion -for Certain Existinn Arne . . . .  . . me&: Notwithstanding €be 
w, this Rate Schedule - - -  - 

Issued by: Mike Beer Effective:*- 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

issued on: W U  2006 



Unofficial FERC-Generated PDF of 20060530-0085 Received by FERC OSEC 05/24/2006 in Docket#: ER06-1046-000 

Western Kentucky Energy Corporation -m Revised Sheet No. 1 
Rate Schedule FERC No. I Superseding -Second Revised Sheet No. 1 

shall not 1 . . 

Issued by: Mike Beer  effective:'"".'"^ 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: MewM&y& 2006 



Unofficial FERC-Generated PDF of 20060530-0085 Received by FERC OSEC 05/24/2006 in Docket#: ER06-1046-000 

Western Kentucky Energy Corporation . . €hipat- Sheet No. IA 
Rate Schedule FERC No. 1- 

4. Prohibited Transactions. No sale may be made pursuant to this Rate Schedule to 
Louisville Gas & Electric Company or Kentucky Utilities Company. 

5. Transmission Ca~acitv ResssianmenQ. WKEC may reassign transmission capacity that 
it has resewed for its own use at a  rice not to exceed the highest of: (I) the'original 
transmission rate paid by the pow& markete& (2) the appli&ble rrans&ssion p;ovider's 
maximum stated firm transmission rate on file at the time of the transmission 
reassignment: or (3) WKEC's own opportunity costs, capped at the applibble 
transmission provider's cost of expansion at the time of the sale to the eligible customer. 
WKEC will not recover opportunity costs in connection with reassignments without 
making a separate filing under Section 205. Except for the price, the terms and conditions 
under which the reassignment is made shall be the terms and conditions governing the 
original grant by the &smission provider. Transmission capacity may only be 
reassigned to a customer eligible to take service under the transmission provider's open 
accesstransmission tariff orother transmission rate schedules. WKEC will report the 
name of the assignee in its quarterly reports. 

6. Other Terms and Conditions. All other terms and conditions of sale shall be established 
by agreement beh~een purchaser and WKEC. 

7. Effective Date. This Rate Schedule is effective on the date on which sales pursuant to 
this Rate Schedule commence. 

8. Rewrtina Channes in Status. Seller must timely report to the Commission any change in 
status that would refltct a deuarture from the characteristics the Commission relied uoon 
in granting market-based I& authority. A change in status includes, but is not limit& to, 
each of the foilowina: (i) ownershia or control of generation or transmission kcilities or - ., 
inputs to electric power productioiother than fuefsupplies, or (ii) affiliation with any 
entity not disclosed in the application for market-based rate authority that owns or 
controls generation or transmission facilities or inputs to electric power production, or 
amliation with any entity that has a franchised service area. Any change in status must 
be filed no later than 30 days after the change in status occurs. 

Issued by: Mike Beer Effective: JdyX&WS- 
Vice President, Federal Regulation and Policy 
E.ON U.S. LLC 

Issued on: hwq3&g& 2006 



Unofficial FERC-Generated PDF of 20060530-0085 Received by FERC OSEC 05/24/2006 in Docket#: ER06-1046-000 

Western Kentucky Energy Corporation Original Sheet No. 2 
Rate Schedule FERC No. 1 

WESTERN KENTUCKY ENERGY CORP. 

CODE O F  CONDUCT 

Western Kentucky Energy Corp. ("WKEC") has established this Code of Conduct to 

guide the relationship between WKEC and its affiliates, Louisville Gas and Electric Company 

("LG&En) and Kentucky Utilities Company ("KU'9, with respect to WKEC's wholesale power 

marketing activities. 

1. Transmission and ancillary services provided by LG&E or KU to WKEC will be 

pro"ided under LG&E's or KU's open access tariff on file in compliance with Order No. 888. 

2. Non-power goods and non-power services provided by LG&E or KU to WKEC 

will be priced at the higher of LG&E's or KU's fully-loaded cost or market. WKEC will not sell 

non-power goods or non-power services to LG&E or KU at above-market prices. 

3. To the maximum extent practical, LG&E and KU employees who operate 

LG&E's or KU's system or engage in power purchasing or selling on behalf of LG&E or KU 

will be physically, operationally, and hnctionally separate from WKEC's employees performing 

power marketing activities. 

4. No employee of LG&E or KU will share market information with any employee 

of WKEC unless all such information is comparably and simultaneousiy made available to the 

public. This policy will not apply to market information known to be publicly available. 
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