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KENTUCKY UTILITIES COMPANY
CASE NO0. 2006-00390

Response to Appendix A of Commission Staff’s Order
Dated October 19, 2006

Question No. 1
Witness: Daniel K. Arbough, Director, Corporate Finance and Treasurer
Refer to KU’s application, Exhibit 7, pages 2 and 3 of 9. Explain which debt

comprises the $87.1 million of non-insured floating rate debt referenced in the
application at page 10.

The $87.1 million of non-insured floating rate debt is comprised of the following
bonds:

Pollution Control Series 10 $54.0 million
Pollution Control Series 12 $20.9 million
Pollution Control Series 13 $ 2.4 million
Pollution Control Series 14 $ 2.4 million
Pollution Control Series 15 $ 7.4 million

Total $87.1 million
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KENTUCKY UTILITIES COMPANY
CASE NO. 2006-00390

Response to Appendix A of Commission Staff’s Order
Dated October 19, 2006

Question No. 2

Witness: Daniel K. Arbough, Director, Corporate Finance and Treasurer

For each note listed in KU’s application, Exhibit 7, page 3 of 3, paragraph 6,
explain why the interest rate would not have been lower if either: (a) the note had
been secured by a first mortgage lien on KU’s property; or (b) KU had issued a
bond secured by a first mortgage lien in lieu of the note.

The first note listed in Exhibit 7 is the short-term money pool debt of the
Company. KU is not authorized to use secured debt for short-term loan, and its
short-term debt instruments have never been secured. In addition,internal
corporate treasury and legal resources and external short-term capital markets are
not structured for such type of debt. The process would be very cumbersome due
to the issuance limitations contained in the indenture which require a legal
opinion and voluminous documentation to be delivered with each new borrowing.
The use of secured debt as a form of indebtedness is not suitable for the daily
changes in working capital needs for which the money pool is used and therefore
is not comparable for purposes of the requested information with the other types
of notes listed in Exhibit 7 at page 3 of 3.

For the remainder of the notes, the rate was determined using the Best Rate
Method wherein the rate was set using the lower of:

a) the average of three quotes obtained by E.ON AG from international
investment banks for an unsecured bond issued by E.ON for the applicable term
of the loan, or

b) the lowest of three quotes obtained by the Company from international
investment banks for a secured bond issued by the Company with the applicable
term of the loan.

There would be no difference in the interest rate on a note verses bond if each is
secured by a first mortgage lien. Thus, utilizing the Best Rate Method has
ensured that the Company has paid no more for the loans than it would have if it
had issued either a) a note secured by a first mortgage lien on KU’s property, or
b) a bond secured by a first mortgage lien.
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In addition, the use of intercompany loans from Fidelia has allowed the company
to avoid significant legal costs associated with bond documentation required by
capital market participants. Based on an estimated average cost of $200,000 in
legal expenses per issuance, the savings total nearly $1.5 million.

For these reasons, the interest rate for each note listed in KU’s application,
Exhibit 7, page 3 of 3, paragraph 6, would not have been lower if either: the note
had been secured by a first mortgage lien on KU’s property; or KU had issued a
bond secured by a first mortgage lien in lieu of the note.
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KENTUCKY UTILITIES COMPANY
CASE N0. 2006-00390

Response to Appendix A of Commission Staff’s Order
Dated October 19, 2006

Question No. 3

Witness: Daniel K. Arbough, Director, Corporate Finance and Treasurer

Refer to KU’s application, Exhibit 5, page 1. For each line, beginning November
1, 2007 through August 1, 2028, explain the derivation of the figure shown in the
column labeled “net periodic (cost) or savings.”

Net Periodic (Cost) or Savings

The calculation of the “Net Periodic (Cost) or Savings” column is the sum of the
numbers in the columns labeled “Increase in Interest Charges and Ins Premium”,
“Interest Savings due to Maturity Extension”, “Administrative Savings”,
“Underwriting, Defeasance and Issue Expenses”, and “Taxes”.

Increase in Interest Charges and Ins Premium
The calculation of the amount shown in the “Increase in Interest Charges and Ins
Premium” column is shown on page 2 of Exhibit 5 as shown below:

Increased Interest Rate on Uninsured Bonds 0.10%
Times the Amount of Uninsured Bonds x $87.130,000
Total $87,130
Plus
Insurance Premium Increase 0.07%
times the Amount of Insurance with Variable Premium x $96.000,000
Total $67,200

The final entry in this column was pro-rated for a partial year (9 months) and was
calculated as $154,330 x 9/12 = $115,853.

Interest Savings due to Maturity Extension

The calculation of the amount shown in the “Interest Savings due to Maturity
Extension” column is also based on the assumptions shown on page 2 of Exhibit
5. The expected savings of floating rate tax-exempt bonds as compared to
floating rate taxable bonds is 1.31% and the principal amount of the bond being
extended under the proposal is $54 million. The product of these two numbers is
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$707,400. Once again, the final entry was pro-rated for the partial year.
$707,400 x 9/12 = $530,550.

Administrative Savings

The estimates of administrative savings were developed internally based on actual
charges incurred in recent years. The breakdown of the estimated savings
follows:

External legal counsel (SEC filings) $30,000
External legal counsel (State UCC filings) $7,500
First Mortgage Bond trustee fees $41,000
Financial printer costs (10-K) $14,000
External auditor fee for SEC filings $25,000
Internal accounting department costs $100,000
External auditor fee — Sarbanes Oxley $50.,000

Total $267,500

An inflation rate of 3% was applied to this total each year. The final year was
pro-rated for the 9 month period.

Underwriting, Defeasance and Issue Expenses
The Underwriting, Defeasance and Issue Expenses are detailed on page 2 of
Exhibit 5.

The Underwriting Cost is expected to be 0.35% x $54,000,000 = $189,000.

The Defeasance Cost of $100,000 is comprised of estimated trustee and legal fees
of $12,000 and additional interest of $88,000. The Company would deposit
sufficient funds to satisfy future interest payments and principal repayment and
direct the Trustee to invest the deposit in Treasury obligations for the remaining
period until maturity. The additional interest is the present value of the difference
the Company would pay to borrow the debt defeasance amount less the amount of
interest the deposit will earn until the maturity date on May 15.

The Issuance Expenses totaling $312,194 are detailed on page 2 of Exhibit 5.
They include costs for legal counsel, rating agency fees, printing, external auditor
fees and trustee fees.

Taxes
Taxes are calculated at a rate of 40.3625% of the total of the first four columns of
the exhibit. For example, the 2007 number is calculated as illustrated below:

[($154,330) + (23,043) +267,500] x (0.403625) = (36,378).

Additional Debt Expense Amortization
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The amounts listed in the column entitled “Additional Debt Expense
Amortization” are used in determining the tax liability/(savings), but are non-cash
items. Consequently, they are not included in the summation of cash flows under
the heading “Net Periodic (Cost) or Savings”. The annual amount of debt
expense amortization is calculated by taking the sum of the underwriting fees of
$189,000 plus the issuance cost of $312,194 and dividing that sum by the number
of months the bonds will be outstanding (261). This results in a monthly number
which is annualized by multiplying by 12.

[$189,000 + $312,194]/261 x 12 = $23,043

Once again, in the final year the amount is prorated for 9 months.






KENTUCKY UTILITIES COMPANY
CASE N0. 2006-00390

Response to Appendix A of Commission Staff’s Order
Dated October 19, 2006

Question No. 4

Witness: Daniel K. Arbough, Director, Corporate Finance and Treasurer

Q-4. Does there currently exist a draft copy of the bond documents for the proposed
$54 million of pollution control refunding bonds? If yes, provide copies.

A-4.  Yes. Copies of the draft versions of a Loan Agreement between Carroll County
and KU, and an Indenture of Trust with Carroll County as Trustor are attached.



LOAN AGREEMENT
BETWEEN
CARROLL COUNTY AND KU



COUNTY OF CARROLL, KENTUCKY
AND
KENTUCKY UTILITIES COMPANY

A Kentucky and Virginia Corporatlon

 LOAN AGREEMENT IN CONNECTION
* WITH ENVIRONMENTAL FACILITIES

* 0k ok sk ok

. Dated as 2006
k  ok ok ok %k

NOTICE: The interest of the County of Carroll, Kentucky, in and to this Loan
Agreement has been assigned to , as
Trustee, under the Indenture of Trust dated as of , 2006




SECTION4.1.

SECTION4.2.
SECTION 4.3.
SECTION4 4.
SECTION 4.5,

ARTICLE V PROVISIONS FOR PAYMENT

SECTION 5.1.
SECTION 5.2.
SECTION 5.3.
SECTION 5.4.
SECTION 5.5.
SECTION 5.6.
SECTION 5.7.

TABLE OF CONTENTS

ARTICLE I DEFINITIONS .ovtercienrreoriseeissrsssssessassassossarsssasstesssansasssssossssssessssessssessssansssssesesssessnessssssansns w3
SECTION 1.1. USE OF DEFINED TERMS.....iccvtteteimaneeiaetasesseaesnitenssnsasanasseasmesssssesansssenssemnsasaassssssanasnsssasesssssseansns 3
SECTION 1.2. INCORPORATION OF CERTAIN TERMS BY REFERENCE .....vivtiiiiriaieeesiesiasessressensseseressnsseneniesensnens 3
SECTION 1.3. ADDITIONAL DEFINITIONS .. teitieitettriieeeeerereiarsresseessninenisssssssssecrsrassesasrasinssssrssssasnsaseersnsssnsasrisessess 4

ARTICLE II REPRESENTATIONS, WARRANTIES AND COVENANTS ....cviiininnniesnnennescsseoaessse 5
SECTION 2.1. REPRESENTATIONS, WARRANTIES AND COVENANTS BY ISSUER ..o icirieiviceiriircere e 5
SECTION 2.2, REPRESENTATIONS, WARRANTIES AND COVENANTS BY (“OMPANY ............................................. 6

ARTICLE III COMPLETION AND OWNERSHIP OF 1994 PROJECT....... : e w11
SECTION 3.1. COMPLETION AND EQUIPPING OF 1994 PROJECT ......ccoeevvenenees ettt r ettt ere e 11
SECTION 3.2, AGREEMENT AS TO OWNERSHIP OF 1994 PROJECT... T e srremeeasansatessasamssereeeessaneronnenan
SECTION 3.3. TSE OF 1994 PROJECT .vvveeeeeievenrinrrieteesiensnseeessessenensssnisssinasaneanses
SECTION 3.4. FINANCING OF ADDITIONAL SOLID WASTE DISPOSAL FA(‘ILITIES

ARTICLE 1V ISSUANCE OF 2006 SERIES B BONDS; APPLICATION OF PROCEEDS ........................... 12

AGREEMENT TO ISSUE 2006 SERIES B B NDS APPLICATION OF

LOAN PAYMENTS AND OTHER AMOUNTS PAYABLE ............... T eereeresesesaesessstee e s saseeen 14
PAYMENTS ASSIGNED ....ooveivrereeeistienssninensissiseiaiin
TAXES AND OTHER GOVERNMENTAL CHARGES ..... e e w1

OBLIGATIONS OF COMPANY UNCONDITIONAL

REBATE FUND ......ittimstoomseseeseecsins e bae s esene s s s s st et nmsennsss e cnnseceine
REDEMPTION OF THE 2006 SERIES B BONDS IN ADVANCE OF SCHEDULED MATURITY.............. 17
CANCELL/ TION OF SERIES B BONDS 152 ceroeeveeeeesieneviaeccrennenscensenecsencoecniosssesncenon. 17

ARTICLE VI MAINTENANCE )AMAGE DESTRUCTION AND CONDEMNATION;

USE OF NET PROCEEDS INSURAN(“E v s e pase R s s se eSS s a s SR esE T e 17
SECTION6.1. MAINTENANCE..........;,,., ............................................................................................................ 17
SECTION 6.2, INSURANCE 1irroruoureuesoemtsias s ies s 18

ARTICLE VII SPECIAL COVENANT S eurtsiereresenensteasa ettt saseser iRt st e e R bR SRS BB RSS LSRR s 0 18
SECTION7.1. - NO WARRANTY OF CONDITION OR SUITABILITY BY ISSUER...........coceerrsrrresrereerccescrssnsrrnrensenenes 18
SECTION7.2. ~ COMPANY TO MAINTAIN ITS CORPORATE EXISTENCE; CONDITIONS

UNDER WHICH EXCEPTIONS PERMITTED ........ooovoeomeetessesnsesesessanssssssrnssressetessessnsisesssssssssnsonas 18
SECTION 7.3, FINANCIAL STATEMENTS ....ccovuuurrumireeemmesssnresssessssiessessressssoessessersssssesssssesessosecssscosnensosossesconns 19
SECTION 7.4,  FURTHER ASSURANCES AND CORRECTIVE INSTRUMENTS ....ou.vvuumrureamcrseerecaressncesnrsesssesnesenns 19
SECTION 7.5, ISSUER REPRESENTATIVE .....cvrumimrimnieienninisneinsensanssemsssresamsieanes coneerecaaonmssssssana s 19
SECTION 7.6. COMPANY REPRESENTATIVE .....couuvruiuanriisianeieseessesiesesssassssase s scccanssss s ssiscensnns 19
SECTION7.7.  FINANCING STATEMENTS ....ccvurutuirrueiarissetannrmasesensssscmesias somneiieesassamisaensessanssnsstasasssstssansseneanes 19
SECTION 7.8. COMPANY'S PERFORMANCE UNDER INDENTURE. ......cvuvviriivromiinss e 20
SECTION 7.9, NEGATIVE PLEDGE....c.ceruiriiuemiriscirmasasentniesesnisis st issssass s sse s s s as s s 20

ARTICLE VIII ASSIGNMENT; INDEMNIFICATION; REDEMPTION ....covevrnirernverrennse 21
SECTION 8.1, ASSIGNMENT ...curtuiurartitaiesisiasessscssesetsteantsansaeantassosss s sns s s s s 008t 21
SECTION8.2.  RELEASE AND INDEMNIFICATION COVENANTS .....oiviimiiimimmmisiarinnise s ivsssiss s 22
SECTION 8.3.  ASSIGNMENT OF INTEREST IN AGREEMENT BY ISSUER........coiiiiiiiiiiniisi it snsenss 22
SECTION 8.4.  REDEMPTION OF 2006 SERIES B BONDS ........ccouevuiiiimiiniiniirieiinsinssisiais et s 22
SECTION 8.5.  REFERENCE TO 2006 SERIES B BONDS INEFFECTIVE AFTER 2006 SERIES B BONDS PAID .......... 22



ARTICLE XI MISCELLANEOQOUS.......ovivvninrininenrieiens

SECTION 11.1,
SECTION 11.2.
SECTION 11.3.

ARTICLE IX EVENTS OF DEFAULT AND REMEDIES.......ciiirnniieisiesssnsenssisiesses 22

SECTION 9.1. EVENTS OF DEFAULT DEFINED ....iiviiiieteaitsivintsitrsesraseassereesesassanssesssessssessssssssssesseessessssensessrense 22
SECTION 9.2. REMEDIES ON DEFAULT ..vveivvitiiteeieitiesnesseesiassetsnsssessasssssssnssossansssssesasssessesssessesassesssessnssssnssesns 24
SECTION 9.3. N O REMEDY X LUSIVE .. ttteeeintiresissiseeereeesertaeeeseestasaaanasessesssessasssraanansstsessasrnsesssnnsnesnsssssannnse 25
SECTION 9.4, AGREEMENT TO PAY REASONABLE ATTORNEYS' FEES AND EXPENSES ©.eccviiierreeeveverenivesrenens 25
SECTION 9.5. WAIVER OF EVENTS OF DEFAULT ..voovoviivtiitrsteeeseieteeveesseetinescassssssninsessanassessnsssassnsesssasssssnsensans 25

ARTICLE X PREPAYMENT OF LOAN ...cottcciirtrrrersnessntecraeisesessnessssesssssssasssssasssssssssossssssassass 25
SECTION 10.1.  OPTIONS TO PREPAY LOAN L..ootiiiiireitiiieeite s creetestestsaseassenssaseeasasssessasaaseansssssesssnsnsnsssansssansessnens 26
SECTION 10.2.  ADDITIONAL OPTION TO PREPAY LIOAN ....tititeiiriiecrieirietimreesssassssseassesseressanasansasssssssesssssassnssons 27
SECTION 10.3.  OBLIGATIONS TO PREPAY LIOAN ...t iiiieeiieisieiireritievtesetinsscaassanssssbsnesasensenanssnsnssessonsensssensnsaensns 27
SECTION 10.4.  NOTICE OF PREPAYMENT; REDEMPTION PROCEDURES.........c.....s. T e eveeensseeeeeerensseenessnsn 28
SECTION 10.5.

RELATIVE POSITION OF THIS ARTICLE AND INDENTURE.......001imereeeerseessisecoeeeversensomsesssenesnaesns 29

TERM OF AGREEMENT .....crvciiviivnncrrarnriereseeesinannnesanes e eeeenenas
NOTICES ..ceveerieeiiannresnneeenireeneereninensenessenss
BINDING EFFECT; BOND COUNSEL OPINIONS,,

SECTION 11.4.
SECTION 11.5.
SECTION 11.6.
SECTION 11.7.
SECTION 11.8.
SECTION 11.9.
SECTION 11.10.
SECTION 11.11. .
SECTION 11.12. THE BOND INSURER SHALL BE ATHIRD PARTY BENEFICIARY OF THE
PROVISIONS OF THIS AGREEMENT '

EXHIBIT A - DESCRIPTION OF PROJECT -

il



LOAN AGREEMENT IN CONNECTION
WITH ENVIRONMENTAL FACILITIES

This LOAN AGREEMENT, dated as of , 2006, by and between the
COUNTY OF CARROLL, KENTUCKY, a public body corporate and politic duly created and
existing as a County and political subdivision under the Constitution and laws of the
Commonwealth of Kentucky, and KENTUCKY UTILITIES COMPANY a corporation
organized and existing under the laws of Kentucky and Virginia; .

WITNESSETH:

WHERFEAS, the County of Carroll, Kentucky is a. pubhe body cor orate and politic duly
created and existing as a county and political subdivision under the Constltutlon and laws of the
Commonwealth of Kentucky (“Issuer”), and pursuant to the provisions of Seetrons 103.200 to
103.285, inclusive, of the Kentucky Revised Statutes (“Act”), Issuer has the power to enter into
the transactions contemplated by this Loan Agreement and to carry out its obhgatlons hereunder;
and e

WHEREAS, Issuer is authorized pursuant to the Act to issue negotiable bonds and lend
the proceeds from the sale of such bonds to a. utility company to finance and refinance the
acquisition of solid waste disposal facilities, one of the categories of “pollution control
facilities,” as defined by the Act for the collectlon storage tréatment, processing and final
disposal of solid wastes and to refund bonds Wthh were prev1ously issued for such purposes;
and :

WHEREAS, Issuer is further authorlzed pursuant to the Act to enter into a loan
agreement, which may include such provisions as Issuer shall deem appropriate to effect the
securing of a financing or reﬁnancmg undertaken in respect of solid waste disposal facilities; and

WHEREAS, the Act further provides that title to solid waste disposal facilities shall not
be acquired by Issuer in the case of a loan transaction; and

WHEREAS, Kentucky Utilities Company, a Kentucky and Virginia corporation
(“Company”), has heretofore, by the issuance of the Refunded 1994 Series A Bonds, hereinafter
defined, financed all or a portion of the qualified costs of acquisition, construction, installation
and equipping of certain solid waste disposal facilities to serve the Ghent Generating Station of
Company, which facilities constitute the 1994 Project, as defined in the Indenture and as
described in Exhibit A hereto (the “1994 Project”), which 1994 Project is located within the
corporate boundaries of Issuer and consists of certain solid waste disposal facilities and which
1994 Project qualifies for financing within the meaning of the Act; and

WHEREAS, the 1994 Project has been completed and placed in operation and has
contributed and does contribute to the collection, storage, treatment, processing and final
disposal of solid wastes in the Commonwealth of Kentucky; and



WHEREAS, under date of November 23, 1994, the Issuer, at the request of the Company,
issued its “County of Carroll, Kentucky, Collateralized Solid Waste Disposal Facilities Revenue
Bonds (Kentucky Utilities Company Project) 1994 Series A”, dated November 23, 1994, of
which $54,000,000 principal amount of such bonds remains outstanding and unpaid (the
“Refunded 1994 Series A Bonds™), such Refunded 1994 Series A Bonds having been issued to
finance a portion of the Cost of Construction of the 1994 Project, hereinafter described; and in
connection with the issuance of the Refunded 1994 Series A Bonds, the right was reserved to
Issuer, upon direction by Company, to redeem the Refunded 1994 Series A Bonds in advance of
their scheduled maturity; and the Refunded 1994 Series A Bonds are by their terms currently

subject to redemption at the option of the Issuer in whole or in part on any date, at the price of
102% of the principal amount thereof and accrued interest to the date of redemption, as provided
in the hereinafter defined 1994 Series A Indenture; and the immediate: redemption and discharge
of the Refunded 1994 Series A Bonds will result in benefits to the general public and the
Company and should be carried out forthwith in the public interest by the issuance by the Issuer
of the 2006 Series B Bonds, hereinafter defined, and the application of the proceeds of the 2006
Series B Bonds, together with funds to be provided by Company, for the refunding, payment and
discharge of the Refunded 1994 Series A Bonds on or pnor to the 90th day after the date of
issuance of the 2006 Series B Bonds; and

WHEREAS, in respect of the Refunded 1994 S A Bonds, Issuer entered into a
certain Indenture of Trust dated as of Nov mber 1, 1994 (the “1994 Series A Indenture”), with
Bank One, Lexington, N.A. (now known as JPMorgan Chase Bank 'N.A.), as Trustee, Paying
Agent and Bond Registrar (the “Prior Trustee”), and it is provided in ARTICLE VIII of the 1994
Series A Indenture that the Refunded 1994 Series A Bonds, or any of them, shall be deemed to
have been paid within the meaning of such 1994 Series A Indenture when there shall have been
irrevocably deposited with the Prior Trustee, in trust, either cash or Governmental Obligations,
as defined in the 1994 Series A Indenture, maturing as to principal and interest in such amounts
and at such times as will i insure the availability of sufficient moneys to pay the principal and the
applicable redemption premium, if any, on the Refunded 1994 Series A Bonds plus interest
thereon to the date of payment and dlscharge thereof (whether at maturity or upon redemption or
otherwise), plus sufficient moneys to pay all necessary and proper fees, compensatlon and
expenses of the Prior Trustee, authenticating agent, bond registrar and any paying agent; together
with irrevocable instructions to call and redeem the Refunded 1994 Series A Bonds; and

WHEREAS, pursuantk to and in accordance with the provisions of the Act and an
Ordinance duly adopted by the Fiscal Court of Issuer on October 24, 2006, and in furtherance of
the purposes of the Act, Issuer proposes to issue, sell and deliver a series of its bonds in fully
registered form which will be designated “County of Carroll, Kentucky, Environmental Facilities
Revenue Bonds, 2006 Series B (Kentucky Utilities Company Project)” (the “2006 Series B
Bonds”), the proceeds of which will be lent to Company to cause the outstanding principal
amount of the Refunded 1994 Series A Bonds to be refunded, paid and discharged in full on or
prior to the 90th day after the date of issuance of the 2006 Series B Bonds; and

WHEREAS, the 2006 Series B Bonds are to be issued under and pursuant to and are
secured by an Indenture of Trust by and between Issuer and
as trustee thereunder, dated as of , 2006 (the "Indenture"); and




WHEREAS, Issuer proposes to lend to Company and Company desires to borrow from
Issuer the proceeds from the sale of the 2006 Series B Bonds to cause the outstanding principal
amount of the Refunded 1994 Series A Bonds to be refunded, paid and discharged on or prior to
the 90th day after the date of issuance of the 2006 Series B Bonds;

NOW., THEREFORE FOR AND IN CONSIDERATION OF THE PREMISES AND
THE MUTUAL COVENANTS AND AGREEMENTS HEREINAFTER CONTAINED, THE
PARTIES HERETO AGREE EACH WITH THE OTHER, AS FOLLOWS:

ARTICLE 1

DEFINITIONS

Section 1.1. Use of Defined Terms. In addltlon to the words and terms defined
elsewhere in this Agreement or in the Indenture or by reference to another document the words
and terms set forth in Section 1.2 and Section 1.3 shall have the meanings set forth therein unless
the context or use clearly indicates another meaning or intent. “Such definitions shall 'be equally
applicable to both the singular and plural forms of any :of}the words and terms deﬁned therein.

Section 1.2.  Incorporation of Certain Terms bV Reference. When and if used in this
Agreement, the following terms shall have the meamng set forth i in ARTICLE I of the Indenture:

“Act”

“Agreement”

“Authorized Denommatlon

“Bond Counsel” e

”Bond Insurer”

“Bond Fund”

“Bond Year”
“Business Day

“Code”

“Company” ,

-~ “Company Bonds™
“Company Representatlve
“Cost of Construction”
“(“umulatwe Excess Earnmgs
“Excess Earmngs
“Governmental Obhgatlons
“Indenture”

“Initial Broker-Dealer”
“Interest Payment Date”
“Issuer”

“Issuer Representative”
“Loan”

“Net Proceeds”

“No Auction Rate”
“Paying Agent”




“Permitted Investments”

“Plans and Specifications”
“Pollution Control Facilities”
“Prevailing Rating”

“1994 Project”

“Project Site”

”Purchase Date”

“Purchase Fund”

“Rating Service”

“Rebate Fund”

“Redemption Date”

“Refunded 1994 Series A Bonds”
“2006 Series B Bonds”

“1994 Series A Indenture

”Solid Waste Disposal Facilities”
“Tender Agent”

“Trustee”

Section 1.3,  Additional Definitions. In addit:i'dhf‘t‘?i the terms whose definitions are
incorporated by reference herein pursuant to Section 1.2, the following terms shall have the
meanings set forth in this Section unless the use or context clearly 1ndlcates otherwise:

“Capitalization” means the total of all the followmg 1tems appeanng on, or included in,
the balance sheet of the Company ‘ -

(1) habllltles for 1ndebtedness 1nc1ud1ng short term debt, long-term debt and
current maturities of long-term debt; and

(2) common stock, preferred stock capltaI surplus, premium on capital stock,
capital in excess of par value and retained earnings (however the foregoing may be
demgnated) less to the extent not otherwise deducted, the cost of shares of capital stock
of the Company held in its neasury

Capltallzatlon shall be deterrnlned in accordance with generally accepted accounting
principles and practices apphcable to the type of business in which the Company is engaged and
that are approved by the 1ndependent accountants regularly retained by the Company, and shall
be determined as of the date that is the end of the most recent fiscal quarter prior to the
happening of an event for which such determination is being made.

“Debt” shall mean any outstanding debt for money borrowed.

“Determination of Taxability” shall have the meaning ascribed to such term in Section
10.3 of this Agreement.

"Net Tangible Assets" means the amount shown as total assets on the balance sheet of the
Company, less the following:




(D intangible assets including, but without limitation, such items as goodwill,
trademarks, trade names, patents and unamortized debt discount and expense carried as
an asset on said balance sheet; and

(2) appropriate adjustments, if any, on account of minority interests.

Net Tangible Assets shall be determined in accordance with generally accepted
accounting principles and practices applicable to the type of business in which the Company is
engaged and that are approved by the independent accountants regularly retained by the
Company, and shall be determined as of the date that is the end of the most recent fiscal quarter
prior to the happening of an event for which such determination i is bemg made.

“Operating Property” means (i) any interest in real property owned by the Company and
(i1) any asset owned by the Company that is depre01ab1e mn accordance w1th generally accepted
accounting principles. T ~

“Prior Bond Fund” means the “County of Carroll Kentucky, Collaterallzed Solid Waste
Disposal Facilities Revenue Bond Fund (Kentucky Utlhtres Company Project) 1994 Series A”
created by the 1994 Series A Indenture.

“Prior_Trustee” means Bank One, Lexington, N.A.' (now known as JPMorgan Chase
Bank, N.A.), acting as trustee in respect of th : -

In addition to the definitions herein, 'terms us f‘s agreement and not defined herein
shall have the meanings ascrrbed to such tenns m the Inden Mre, .

The words "hereof" "hereln "hereto" "hereby and "hereunder" refer to this entire
Agreement. Unless otherwise noted all Section and Article references are to sections and
articles in this Agreement. -

ARTICLE I
REPRESENTATIONS, WARRANTIES AND COVENANTS

Sectioyn 2.1. Representatlons Warranties and Covenants by Issuer. Issuer represents,
warrants and covenants that:

(a) Issuer is a public body corporate and politic duly created and existing as a county
and de jure political subdivision under the Constitution and laws of the Commonwealth of
Kentucky and, pursuant to the Act, Issuer has the power and duty to issue the 2006 Series B
Bonds, to enter into this Agreement and the Indenture and the transactions contemplated hereby
and to carry out its obligations hereunder and thereunder. Issuer is not in default under or in
violation of the Constitution or any of the laws of the Commonwealth of Kentucky relevant to
the issuance of the 2006 Series B Bonds or the consummation of the transactions contemplated
hereby or in connection with such issuance, and has been duly authorized to issue the 2006
Series B Bonds and to execute and deliver this Agreement and the Indenture. Issuer agrees that
it will do or cause to be done in timely manner all things necessary to preserve and keep in full
force and effect its existence, and to carry out the terms of this Agreement.



(b) Issuer agrees to loan funds derived from the sale of the 2006 Series B Bonds to
Company to provide for the refunding, payment and discharge of the outstanding principal
amount of the Refunded 1994 Series A Bonds, to the end that solid wastes be collected, stored,
neutralized and abated in the Commonwealth.

(c) To accomplish the foregoing, Issuer agrees to issue $54,000,000 aggregate
principal amount of its 2006 Series B Bonds following the execution of this Agreement on such
terms and conditions as are set forth in the Indenture. The proceeds from the sale of the 2006
Series B Bonds shall be applied exclusively and in whole to refund, pay and discharge the
outstanding principal amount of the Refunded 1994 Series A Bonds on or prior to the 90th day
after the date of issuance of the 2006 Series B Bonds.

(d)  Issuer will cooperate with Company and take'éiﬁ: actions necessary for Company
to comply with Section 2.2(m), (aa) and (bb) hereof and take other actions reasonably requested
by Company in furtherance of this Agreement. 4 _

(e) The Project Site is located within the boundarles of Issuer.

®) Ordinance No. 2006- of the Flscal Court of the Issuer adopted on second
reading on October 24, 2006 has been in contmuous effect smce the date of adoption thereof.

Section 2.2.  Representations, Warranues and Covenants by Company. Company
represents, warrants and covenants that: ' 4

(a) Company (i) is a corporatlon duly 1ncorporated validly existing and in good
standing under the laws of the Commonwealths of Kentucky and Virginia, (ii) is duly qualified,
authorized and licensed to transact business in each jurisdiction wherein failure to qualify would
have a material adverse effect on the conduct of its business and (iii) is not in violation of any
provision of its Articles of Incorporation, its By- -Laws or any laws of the Commonwealths of
Kentucky and Virginia relevant to the transactions contemplated hereby or in connection with
the issuance of the 2006 Senes B Bonds

(b) Company has full and complete legal power and authority to execute and deliver
this Agreement to be issued pursuant thereto, and has by proper corporate action duly authorized
the execution and delivery of this Agreement

(c) The 1994 Project currently refinanced by application of the proceeds of the
Refunded 1994 Series A Bonds was designed and constructed to collect, store, treat, process and
dispose of solid wastes at the Project Site. The 1994 Project was and is necessary for the public
health and welfare, and has been designed for the purposes of solid waste collection, storage,
treatment, processing and final disposal of solid wastes, consisting of contaminated scrubber
sludge solid wastes created by operation of desulphurization facilities at the Project Site. The
1994 Project constitutes solid waste disposal facilities and facilities functionally related and
subordinate to such facilities under Section 142(a)(6) of the Code and the Act. The Company
has determined and represents that at least 65%, measured by weight or volume of all material
introduced into the facilities constituting the 1994 Project has consisted of and will consist
entirely of contaminated gypsum sludge wastes, and will be material that was, beginning on the
date of service of the 1994 Project ( , 19 ) and has been, at all times




subsequent, solid waste which has been and is, useless, unwanted or discarded solid waste
material, which is such state has no market or other value at the place where it is located, in the
sludge disposal ponds and landfills adjacent to the Ghent Generating Plant.

(d) All of the proceeds of the 2006 Series B Bonds, exclusive of accrued interest, if
any, shall be used on or prior to the 90th day after the date of issuance of the 2006 Series B
Bonds exclusively and only to redeem, pay and discharge the principal of the Refunded 1994
Series A Bonds, not less than substantially all of the net proceeds of the Refunded 1994 Series A
Bonds (i.e., at least 95% of the net proceeds thereof, including investment income thereon) were
used to finance the Cost of Construction of solid waste disposal fac1l1t1es together with facilities
functionally related and subordinate to such facilities, and all. of such solid waste disposal
facilities consist either of land or of property of a charac T subject to the allowance for
depreciation provided in Section 167 of the Code.

(e) The 1994 Project is of the type authorlzed and permltted by the Act and the Cost
of Construction of the 1994 Project was not less than $54 000 OOO ,

® No event of default, and no event of thetype descnbed in clauses (a) through (d)
of Section 9.1 hereof, has occurred and is continuing and'no condition exists which, with the
giving of notice or the lapse of time, or both, would constitute an event of default or a default
under any agreement or instrument to which the Company is a party or by which the Company is
or may be bound or to which any of the property or assets of the Company is or may be subject
which would impair in any material respect its ab111ty to carry out its obligations under this
Agreement or the transactions contemplated hereby or thereby. Neither the execution and
delivery of this Agreement, the consummation of the transactions contemplated hereby or by the
Indenture, nor the fulﬁllment of or compliance with the terms and conditions hereof or thereof
conflicts with or 1esults in a breach of the terms, conditions or provisions of any corporate
restriction or any agreement or instrument to Wh1ch Company is now a party or by which it is
bound, or constitutes a default under any of the foregomg, or results in the creation or imposition
of any prohibited lien, charge or encumbrance ‘whatsoever upon any of the property or assets of
Company under the terms of any mstrument or agreement.

(g) Company mtends to contmue to operate or cause the 1994 Project to be operated
as Sohd Waste Dlsposal Famhtles until all of the 2006 Series B Bonds are paid and discharged.

(h) No portion of the proceeds of 2006 Series B Bonds will be invested at a yield in
excess of the yield on the 2006 Series B Bonds except (i) during any permitted temporary period
provided by the Code, (ii) proceeds of a reasonably required reserve or replacement fund and
(1i1) as part of a minor portion of the proceeds of the 2006 Series B Bonds, not in excess of the
lesser of 5% of the proceeds of the 2006 Series B Bonds or $100,000. As used herein, "yield"
shall have the meaning assigned to it for purposes of Section 148 of the Code and applicable tax
regulations.

(1) No portion of the proceeds from the sale of the 2006 Series B Bonds will be
deposited to the account of any reasonably required reserve or replacement fund or used to pay
(i) any costs of issuance of the 2006 Series B Bonds or (ii) any redemption premium or accrued
interest on the Refunded 1994 Series A Bonds, but such proceeds will be applied and used solely



and exclusively to refund, pay and discharge the outstanding principal amount of the Refunded
1994 Series A Bonds on or prior to the 90th day after the issuance of the 2006 Series B Bonds.

)] Company will provide any additional moneys, including investment proceeds of
the 2006 Series B Bonds, required for the payment and discharge of the Refunded 1994 Series A
Bonds, payment of redemption premium, if any, and accrued interest in respect thereto and
payment of all underwriting discount and costs of issuance of the 2006 Series B Bonds. Any
investment proceeds of the 2006 Series B Bonds shall be used exclusively to pay interest or
redemption premium due, if any, on the Refunded 1994 Series A Bonds on the Redemption Date.

(k) Company will cause no investment of 2006 Series B Bond proceeds to be made
and will make no other use of or omit to take any action with respect to the proceeds of the 2006
Series B Bonds or any funds reasonably expected to be used to pay the 2006 Series B Bonds
which will cause the 2006 Series B Bonds or any of them to be arbltrage bonds within the
meaning of Section 148 of the Code or would otherw1se result in the loss or. impairment of the
exclusion of the interest on such 2006 Series B Bonds from gross income for federal income tax
purposes. b ~

0 The average maturity of the 2006 Series Bonds does not exceed one hundred
twenty percent (120%) of the average reasonably expected remaining economic life (as of the
date of issuance of the 2006 Series B Bonds) of the Solid Waste Dlsposal Facilities refinanced by
the proceeds of the 2006 Series B Bonds. :

(m) Company will provide all 1nf0rmat10n requested by the Issuer necessary to
evidence compliance with the requirements of the Code, including the information in United
States Internal Revenue Service Form 8038 filed by Issuer with respect to the 2006 Series B
Bonds and the Solid Waste Disposal Facﬂltles constituting the 1994 Project, and such
information will be true and Correct 1n all material respects

(n) Within the meamng of Sectlon 149 of the Code, no portion of the payment of the
principal or interest on the 2006 Series B Bonds or the Refunded 1994 Series A Bonds was or
shall be guaranteed dir ectly or mdlrectly by the United States or any agency or instrumentality
thereof. :

(0) All of the proceeds of the Refunded 1994 Series A Bonds have been fully
expended and the 1994 Project has been completed and placed in service. All of the actual Cost
of Construction of the 1994 Project represents amounts paid or incurred which were chargeable
to the capital account of the 1994 Project or would be so chargeable either with a proper election
by the Company or but for a proper election by the Company to deduct such amounts.
Substantially all (i.e. at least 95%) of the net proceeds of the sale of the Refunded 1994 Series A
Bonds (including investment income therefrom), were used to finance Cost of Construction of
the 1994 Project as described above, pay costs and expenses of issuing the Refunded 1994 Series
A Bonds, within then applicable Code limits, and pay interest and carrying charges on the
Refunded 1994 Series A Bonds during the period of construction of the 1994 Project and prior to
its in-service date.




(p)  All of the depreciable properties which were taken into account in determining the
qualifying costs of the 1994 Project constitute properties either (i) used for the collection,
storage, treatment, processing or final disposal of solid wastes or (ii) facilities which are
functionally related and subordinate to such facilities constituting the 1994 Project. All of such
functionally related and subordinate facilities are of a size and character commensurate with the
character and size of the solid waste disposal facilities constituting the 1994 Project.

(q) Within the meaning of Section 147(e) of the Code, no portion of the proceeds of
the 2006 Series B Bonds shall be used to provide any airplane, skybox or other private luxury
box, any health club facility, any facilities used primarily for gambhng, or any store the principal
business of which is the sale of alcoholic beverages for consumpt1on off the premises.

(1) The costs of the issuance of the 2006 Series B Bonds pald from the proceeds of
the 2006 Series B Bonds, if any, shall not exceed 2% of the proceeds of the 2006 Series B Bonds
to the public (less accrued interest). =

(s) Less than twenty-five percent (25%’)'?0f the net proceeds of the;':Refuhded 1994
Series A Bonds were used directly or indirectly to acquire land or any interest therein and no
portion of such land, if acquired, was or is to be used for farming purposes. No portion of the
proceeds of the Refunded 1994 Series A Bonds was used to -acquire existing property or any
interest therein with respect to which the Company was not the ﬁrst user for federal income tax
purposes. : s

t) No portion of the proceeds of the 2006 Senes B Bonds will be deposited to the
account of any reserve or 1ep1acement fund.

(w) The Refunded 1994 Series A Bonds were issued on December 22, 1994.

(v) No construction reconstmction or acquisition of the 1994 Project was
commenced prior to the takmg of official action by the Issuer with respect thereto except for
preparation of plans and spemﬁcanons and other preliminary engineering work.

S (w) Acquisition, construction and installation of the 1994 Project has been
accomplished and the 1994 Project is being utilized substantially in accordance with the
purposes of the 1994 Project and in conformity with all applicable zoning, planning, building,
environmental and other apphcable governmental regulations and all permits, variances and
orders issued or granted pursuant thereto, which permits, variances and orders have not been
withdrawn or otherwise suspended, and consistently with the Act.

(x)  The Company has used, is currently using and presently intends to use or operate
the 1994 Project in a manner consistent with the purposes of the 1994 Project and the Act until
the date on which the 2006 Series B Bonds have been fully paid and knows of no reason why the
1994 Project will not be so operated

(y) The proceeds derived from the sale of the 2006 Series B Bonds (other than any
accrued interest thereon) will be used exclusively and solely to refund the principal of the
Refunded 1994 Series A Bonds. The principal amount of the 2006 Series B Bonds does not
exceed the principal amount of the Refunded 1994 Series A Bonds. The redemption of the



outstanding principal amount of the Refunded 1994 Series A Bonds with such proceeds of the
2006 Series B Bonds will occur not later than 90 days after the date of issuance of the 2006
Series B Bonds. Any earnings derived from the investment of such proceeds of the 2006 Series
B Bonds will be fully needed and used on such redemption date to pay a portion of the interest
accrued and payable on the Refunded 1994 Series A Bonds on such date.

(z) Company reasonably expects that (i) all of the spendable proceeds of the 2006
Series B Bonds will be used for the governmental purpose of the issue within three years from
date of issuance of such 2006 Series B Bonds and (ii) none of the proceeds of such 2006 Series B
Bonds will be invested in nonpurpose obligations having a substantlally guaranteed yield for
three years or more.

(aa) The Company will cause the Issuer to comply n" all respects with the
requirements of Section 148 of the Code in respect of the rebate of Excess Eammgs with respect
to the 2006 Series B Bonds to the United States of America. :

(bb)  Upon the date of issuance of the 2006 Series B Bonds, the Company will have
caused the Issuer to comply with the public approval requirements of Section 147 of the Code
and at or following the issuance of the 2006 Series B Bonds the Company will cause the Issuer to
comply with the information reporting requirements of Section 149 of the Code by the filing of
Internal Revenue Service Form 8038 Wlth the United States Intemal Revenue Service.

(cc)  All of the documents, 1nstruments and written 1nf0rmat10n furnished by Company
on behalf of Company to Issuer or Trustee in connection with the issuance of the Bonds are true
and correct in all material respects as of the date of delivery thereof and did not, as of the date of
delivery thereof, omit or fail to state any material facts necessary to be stated therein to make the
information provided not misleading.

(dd) The solid Wés,,tye‘which-is,cgllected, stored, treated, processed and disposed of by
the 1994 Project is and will be useless, unused and unwanted and constitute discarded solid
waste materials which have no market or other value at the place where it is located. To the best
knowledge of the Company, no person is or would be willing to purchase such solid waste
material in its condition when disposed of in waste pits at any price. Such solid waste, being
sludge created by sulphur dioxide removal facilities at the Ghent Generating Station of the
Company will be disposed of by placing such SO2 scrubber sludge into solid waste landfills, as
required by law.

(ee) It is not anticipated, as of the date hereof, that there will be created any
“replacement proceeds”, within the meaning of Section 1.148-1(c) of the Treasury Regulations,
with respect to the 2006 Series B Bonds; however, in the event that any such replacement
proceeds are deemed to have been created, such amounts will be invested in compliance with
Section 148 of the Code.

(ff)  On the date of issuance and delivery of the Refunded 1994 Series A Bonds, the
Company reasonably expected that all of the proceeds of the Refunded 1994 Series A Bonds
would be used to carry out the governmental purposes of such issue within the 3-year period
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beginning on the date such issue was issued and none of the proceeds of such issue, if any, was
invested in nonpurpose investments having a substantially guaranteed yield for 3 years or more.

(gg) Company covenants to perform and observe all provisions of the Indenture
required to be performed or observed by it.

Company need not comply with the covenants or representations in this Section if and to the
extent that Issuer and Company receive a written opinion of Bond Counsel that such failure to
comply will not affect adversely the exclusion of interest on any of the 2006 Series A Bonds
from gross income for federal income tax purposes under Section 103(a) of the Code.

ARTICLE III
COMPLETION AND OWNERSHIP OF 1994 PROJECT

Section 3.1. Completion and Equipping of 199 PrO]ect Company represents that:

(a) it has previously caused the 1994 Pro;ect to be constructed as hereln prov1ded on
the Project Site in accordance with the Plans and Spe01ﬁcat10ns

(b) the 1994 Project was completed as prev1ous1y evidenced by the filing of a
completion certificate by the Company Wlth the Prlor Trustee in respect of the Refunded 1994
Series A Bonds. . -

Section 3.2.  Agreement as to Ownershm of 1994 Pro1ect Issuer and Company agree
that title to and ownership of the 1994 PrOJect shall remain in and be the sole property of
Company in which Issuer shall haveno interest. Notwithstanding any other provision hereof, the
Company shall be permitted to sell or otherwise dispose of all or any portion of the 1994 Project,
provided that the Company first receives the opinion of Bond Counsel that such sale or
disposition shall not adversely affect the exclusion of the interest on the 2006 Series B Bonds
from gross income for federal i income tax purposes and provided further that in the event of any
assignment, in whole or m part of th1s Agreement such assignment shall be in accordance with
Section 8.1 hereof

Section 3.3. Use of 1994 Project. Issuer does hereby covenant and agree that it will
not take any action during the term of this Agreement, other than pursuant to ARTICLE IX of
this Agreement or ARTICLE IX of the Indenture, to interfere with Company's ownership of the
1994 Project or to prevent Company from having possession, custody, use and enjoyment of the
1994 Project.

Section 3.4. Financing of Additional Solid Waste Disposal Facilities. Company and
Issuer hereby recognize that additional Solid Waste Disposal Facilities at the Project Site (other
than those Solid Waste Disposal Facilities which constitute the 1994 Project) have in the past
been and may in the future be acquired, constructed, installed and equipped at the Project Site,
and that same may be financed with proceeds of one or more series of Issuer's solid waste
disposal facility revenue bonds issued in addition to the 2006 Series B Bonds issued pursuant to
the Indenture, to the extent permitted by law.
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ARTICLE IV

ISSUANCE OF 2006 SERIES B BONDS: APPLICATION OF PROCEEDS

Section4.1. Agreement to Issue 2006 Series B Bonds: Application of 2006 Series B
Bond Proceeds. In order to provide funds to make the Loan, Issuer will issue, sell and deliver
the 2006 Series B Bonds to the initial purchasers thereof and deposit the proceeds thereof with
Trustee, as follows:

(a) Into the Bond Fund, a sum equal to the accrued 1nterest 1f any, to be paid by the
initial purchasers of the 2006 Series B Bonds. 4

(b) Into the Prior Bond Fund held by the Prior Trustee for the benefit of and payment
of the Refunded 1994 Series A Bonds, an amount not less than all of the balance of all such
proceeds, being the principal amount of the 2006 Series B ‘Bonds.

Section4.2. Payment and Discharge of Refunded 1994 Series A Bonds Company
covenants and agrees with Issuer that it will, upon the date of issuance of the 2006 Series B
Bonds, give irrevocable instructions to the Prior Trustee to-call and redeem the Refunded 1994
Series A Bonds in accordance with their terms and will simultaneously deposit into the Prior
Bond Fund cash or direct United States obhgatlons (“Govermnental Obligations™) sufficient on
the date of issuance of the 2006 Series B Bonds, to fully defease and discharge the Refunded
1994 Series A Bonds on such date in accordance‘wlyth:ARTICLE VII of the 1994 Series A
Indenture, without reference to any interest earnings to be accrued during the period from the
date of issuance of the 2006 Series B Bonds to the redemptlon date of the Refunded 1994 Series
A Bonds. Such matters shall be confirmed by issuance of an appropriate written certificate of the
Prior Trustee confirming defeasance and full discharge of the Refunded 1994 Series A Bonds
upon the date of issuance of the 2006 Series B Bonds.  Such irrevocable instructions, deposit of
sufficient cash and Govemmental Obhgatlons and issuance by the Prior Trustee of a certificate
of defeasance and dlSChal ge is a condition precedent to the issuance of the 2006 Series B Bonds.

Sectlon 4.3. Investment of Bond Fund and Rebate Fund Moneys. Subject to the
provisions of Section 148 of the Code, any moneys held as a part of the Bond Fund or the Rebate
Fund, shall be invested or reinvested by Trustee, at the written request of and as specifically
directed by Company, in one or more of the Permitted Investments. The Trustee may make any
and all such investments through its own investment department.

Any such ini?estlnehts shall be held by or under the control of Trustee. All moneys
invested shall be deemed at all times a part of the fund for which such investments were made.
The interest accruing thereon and any profit realized from such investments shall be credited pro
rata to such fund, and any loss resulting from such investments shall be charged pro rata to such
fund. Trustee shall sell and reduce to cash a sufficient amount of applicable investments
whenever the cash balance in the Bond Fund is insufficient to pay the principal of, premium, if
any, and interest on the 2006 Series B Bonds or any other amount payable from the Bond Fund
when due or upon any required disbursement from the Rebate Fund, respectively. The Trustee
will not be liable for any investment loss (including any loss upon a sale of any investment) or
any fee, tax or other charge in respect of any investments, reinvestments or any liquidation of
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investments made pursuant to this Agreement or the Indenture. The Rebate Fund shall never be
commingled with any other fund or account.

Section 4.4. Special Arbitrage Certifications.

(a) Company covenants and agrees that it will not take or authorize or permit any
action to be taken and has not taken or authorized or permitted any action to be taken which
results or would result in interest paid on any of the 2006 Series B Bonds being included in gross
income of any owner thereof for purposes of federal income taxatlon (other than an owner who is
a "substantial user" of the 1994 Project or a "related person" within the meaning of Section
147(a) of the Code) or adversely affects the validity of the 2006 Serles B Bonds.

(b)  Company warrants, represents and certifies to Issuer that the proceeds of the 2006
Series B Bonds will not be used in any manner that would cause the 2006 Series B Bonds to be
"arbitrage bonds" under Sections 103(b)(2) and 148 and other applicable sex tions of the Code.
To the best knowledge and belief of Company, there are no facts, estimates or ¢i umstances that
would materially change the foregoing conclusion. - 3 1

(c)  Company hereby covenants that it will at all times comply and cause Issuer to
comply with the provisions of Section 148 and other applicable sections of the Code and will
restrict the use of the proceeds of the 2006 Series B Bonds, in such manner and to such extent, if
any, as may be necessary, and remit Excess Earmngs with respect to all of the 2006 Series B
Bonds, if any, to the United States of America pursuant to Section 148(f)(2) of the Code and
carry out such actions so that the 2006 Series B Bonds will not constitute "arbitrage bonds"
under Sections 103(b)(2) and 148 of the Code ~ An officer or officers of Issuer having
responsibility with respect to the issuance of the 2006 Series B Bonds is or are hereby authorized
and directed to give an appropriate certificate of Issuer, for inclusion in the transcript of
proceedings for the 2006 Series B Bonds, setting forth the reasonable expectations of Issuer
regarding the amount and use of the proceeds of the 2006 Series B Bonds and the facts, estimates
and circumstances on which they are based and related matters, all as of the date of delivery of
and payment for the 2006 Series B Bonds pursuant to said Section 148 of the Code. Company
shall provide the Issuet, and Issue1 s certificate may be expressly based on, a certificate of
Company setting forth the facts, estimates and circumstances and reasonable expectations of
Company on the date of delivery of and payment for the 2006 Series B Bonds regarding the
amount and use of the proceeds of the 2006 Series B Bonds and related matters. In the event any
such representation of Company relied upon by the Issuer is untrue or inaccurate and Issuer
thereby suffers costs or damages Company shall indemnify Issuer for any such costs or
damages.

(d) Consistent with the foregoing, Company covenants and certifies to the Issuer and
to and for the benefit of the purchasers of the 2006 Series B Bonds, that no use will be made of
the proceeds of the sale of the 2006 Series B Bonds which would cause the 2006 Series B Bonds
to be classified as "arbitrage bonds" within the meaning of Sections 103(b)(2) and 148 of the
Code and that Company and Issuer will, after issuance of the 2006 Series B Bonds, comply with
the provisions of the Code at all times, including after the 2006 Series B Bonds are discharged,
to the extent Excess Earnings with respect to the 2006 Series B Bonds are required to be rebated
to the United States of America pursuant to Section 148(f)(2) of the Code. Pursuant to such
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covenant, Issuer and Company obligate themselves throughout the term of this Agreement and
thereafter not to violate the requirements of Section 148 of the Code.

(e) Company warrants, represents and certifies to Issuer that the proceeds of the
Refunded 1994 Series A Bonds were applied and invested in compliance with the current
requirements of Section 149(g) of the Code and that consequently the 2006 Series B Bonds will
not be "hedge bonds" under such Section 149(g) of the Code.

) Company hereby covenants and agrees that it will at all times comply with the
provisions of Section 148, including Section 148(f) of the Code and with Section 6.06 of the
Indenture. Specifically, Company shall carry out, do and perform all acts stipulated to be
performed by Company pursuant to such Section 6.06 of the Indenture. Company shall further
undertake to assure and cause rebate payments to be calculated and made to the United States of
America in accordance with Section 148(f)(2) of the Code from moneys on deposit in the Rebate
Fund from time to time after the end of each Computation Period, as deﬁned in the Indenture,
and following discharge of the 2006 Series B Bonds. Company also covenants to take all
necessary acts and steps as required to cause Issuer to comply w1th the provmons of Sections
7.02 and 7.03 of the Indenture. ~ ‘

Section 4.5.  Opinion of Bond Counsel. Company need not comply with the covenants
or representations in Section 4.4 if and to the extent that Issuer\and Company (with a copy to
Trustee) receive a written opinion of Bond Counsel that such failure to comply will not affect
adversely the exclusion of interest on any of the 2006 Series B Bonds from gross income for
federal income tax purposes under Section 103(a} of the Code
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ARTICLE V

PROVISIONS FOR PAYMENT

Section 5.1.  Loan Payments and Other Amounts Pavable.

(a) Company hereby covenants and agrees to repay the Loan, as follows: on or
before any Interest Payment Date for the 2006 Series B Bonds or any other date that any
payment of interest, premium, if any, purchase price or principal is required to be made in
respect of the 2006 Series B Bonds at the times specified in accordance with the more specific
provisions and requirements of the Indenture, until the principal of, premium, if any, and interest
on the 2006 Series B Bonds shall have been fully paid or provision for the payment thereof shall
have been made in accordance with the Indenture, it will pay to the Trustee, for disbursement by
the Trustee, as Paying Agent, or for disbursement by a,n,yjy’aymg Agent,s};ch sums which will
enable the Paying Agent to pay the amounts payable on such date, in ifmnediately available
funds, as principal of (whether at purchase, maturity or upon redemption or ‘acceleration or
otherwise), premium, if any, and interest on the 2006 Series B Bonds as pr0v1ded in the
Indenture; provided that such payments by Company to enable the Tender Agent to pay the
purchase price of Bonds shall be made within the tlmes requlred by Section 3.05 of the
Indenture. :

It is understood and agreed that all payments payable by Company under this subsection
(a) of Section 5.1 are assigned by the Issuer to the Trustee, the Paying Agent and the Tender
Agent, as applicable, for the benefit of the Bondholders. Company assents to such assignment.
Issuer hereby directs Company and Company hereby agrees to pay to Trustee and/or Paying
Agent or Tender Agent, as appropriate, at the Principal Office of the Trustee and/or Paying
Agent or Tender Agent as appropnate all payments payable by Company pursuant to this
subsection. : :

(b) Company wiﬂ al‘se pay th'e reasonable expenses of the Issuer related to the
issuance of the 2006 Series B Bonds and incurred upon the request of Company.

“(¢)  Company will also pay the agreed upon fees and expenses of Trustee (including
those referred to in Section 10 02 of the Indenture), the Bond Registrar, the Tender Agent and
the Paying Agent under the Indenture and all other amounts which may be payable to the
Trustee, the Bond Registrar, the Paying Agent, the Initial Broker-Dealer, the Auction Agent and
the Tender Agent, as applicable from time to time, under the Indenture, such amounts to be paid
directly to Trustee, the Bond Registrar, the Paying Agent, the Tender Agent, the Initial Broker-
Dealer and the Auction Agent for their respective own accounts as and when such amounts
become due and payable.

(d) The Company further agrees to hold harmless the Trustee, Bond Registrar and
Paying Agent against any loss, liability or expense, including reasonable attorneys’ fees and
expenses, incurred by it without negligence or bad faith on its part in connection with the
issuance of the 2006 Series B Bonds or the acceptance or administration of the trusts under the
Indenture, including the costs of defending itself against any claim or liability in connection
therewith.
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(e) The Company covenants, for the benefit of the Bondholders, to pay or cause to be
paid, to the Tender Agent for deposit in the Purchase Fund, such amounts as shall be necessary
to enable the Tender Agent to pay the purchase price of 2006 Series B Bonds delivered to it for
purchase, all as more particularly described in Sections 3.03 and 3.05 of the Indenture, and, in
that regard, it will maintain an account with the Tender Agent and will pay in immediately
available funds, a sum which will enable the Tender Agent to pay the purchase price of 2006
Series B Bonds delivered to it for purchase, as provided in the Indenture.

63) In the event Company should fail to make any of the payments required in this
Section 5.1, the item or installment so in default shall continue as an obligation of Company until
the amount in default shall have been fully paid, and Company agrees to pay the same with
interest thereon, to the extent permitted by law, from the date when such payment was due to the
date of payment. :

Section 5.2. Payments Assigned. As set forth in Section 5.1 hereof, it is understood
and agreed that this Agreement and all payments made by Company pursuant to this Agreement
(except payments pursuant to Section 5.1(b) and (g) or pursuant to Section _8.2 hereof) are
assigned by Issuer to Trustee. Company assents to such assignment and hereby agrees that, as to
Trustee, Paying Agent, Initial Broker-Dealer, Auction Agent and Tender Agent, as applicable
from time to time, its obligation to make such payments shall be absolute, irrevocable and
unconditional and shall not be subject to cancellatlon termination or abatement or to any defense
or any right of set-off, counterclaim or recoupment arising out of any breach by any party,
whether hereunder or otherwise, or out of any indebtedness or liability at any time owing by any
party. Except as provided above, Issuer hereby directs Company and Company hereby agrees to
pay directly to Trustee, Paying Agent, Initial Broker-Dealer Auction Agent, Bond Registrar,
Tender Agent and Issuer, as appropriate, all Sald payments payable by Company pursuant to
Section 5.1 of this Ag1eement ‘

Section 5.3. Taxes and Other Govermnental Charges. Company agrees to pay during
the term of this Agreement, as the same respectively become due, all taxes, assessments and
other governmental charges of any kind whatsoever that may at any time be lawfully assessed,
levied or charged against or with respect to the 1994 Project; provided, that with respect to
special assessments or other governmental charges that may lawfully be paid in installments over
a period of years, Company shall be obligated to pay only such installments as may have become
due and provided further that nothing herein shall be construed as obligating Company to pay
taxes on any 1nterest or pr1n01pa1 on the 2006 Series B Bonds disbursed to Bondholders.

Company may,;»_at}lts expense and in its own name, in good faith contest any such taxes,
assessments and other governmental charges and, in the event of any such contest, may permit
the taxes, assessments or other governmental charges so contested to remain unpaid during the
period of such contest and any appeal therefrom unless, in the opinion of its counsel, by
nonpayment of any such items the security provided pursuant to the provisions of the Indenture
will be materially endangered, in which event such taxes, charges for payments in lieu of taxes,
assessments or charges shall be paid forthwith. Issuer will cooperate fully with Company in any
such contest. In the event Company shall fail to pay any of the foregoing items required by this
Section to be paid by Company, Issuer or Trustee may (but shall be under no obligation to) pay
the same and any amounts so advanced therefor by Issuer or Trustee shall become an additional
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obligation of Company to the one making the advancement, which amounts, together with
interest thereon Company agrees to pay at a rate which shall be one percent above the lowest
minimum lending rate publicly quoted at such time as being charged by any commercial bank
which is a member of the New York Clearing House on ninety-day commercial loans to its prime
commercial borrowers or the maximum rate permitted by law, whichever is lesser, until paid;
provided, however, that no such advancement shall operate to relieve the Company from any
default hereunder. Company may at its expense and in its own name and behalf apply for any
tax exemption or exemption from payments in lieu of taxes allowed by the Commonwealth of
Kentucky, or any political or taxing subdivision thereof under any existing or future provision of
law which grants or may grant any such tax exemption or exemptlon from payments in lieu of
taxes.

Section 5.4.  Obligations of Company Unconditional. The obligation of Company to
make the payments pursuant to this Agreement and to make any payments required in respect of
the Rebate Fund as provided in Section 6.06 of the Indeﬁﬁlre shall be absolute and unconditional.
Until such time as the principal of, premium, if any, and interest on the 2006 Series B Bonds
shall have been fully paid or provision for the payment thereof shall have been made in
accordance with the Indenture, Company (i) will not suspend or discontinue any payments
pursuant to this Agreement and (ii) except as provided in ARTICLE X hereof, will not terminate
this Agreement for any cause including, without limiting the generahty of the foregoing, failure
of title to the 1994 Project or any part thereof, any acts or circumstances that may constitute
failure of consideration, destruction of or damage to the 1994 PrOJect commercial frustration of
purpose, any change in the tax or other laws of the United States of America or of the
Commonwealth of Kentucky or any political subdivision thereof or any failure of Issuer or
Trustee to perform and observe any agreement, whether express or implied or any duty, liability
or obligation arising out of or connected with this Agreement. Nothing contained in this Section
shall be construed to release Issuer from the performance of any of the agreements on its part
herein contained; and in the event ISSUCI should fail to perform any such agreement on its part,
Company may institute such actmn against Issuer as Company may deem necessary to compel
performance so long as such action shall be in accordance with the agreements on the part of
Company contained in the preceding sentence. Company may, however, at its own cost and
expense and in its own name or in the name of Issuer, prosecute or defend any action or
proceeding or take any other action involving third persons which Company deems reasonably
necessary in order to secure or protect its right of ownership, possession, occupancy and use of
the 1994 Project, and in such event Issuer hereby agrees to cooperate fully with Company.

Section 5.5. Rebate Fund. Company agrees to make all payments to the Trustee and
rebate all amounts to the United States of America as are required of it under Section 6.06 of the
Indenture. The obligation of Company to make such payments shall remain in effect and be
binding upon Company notwithstanding the release and discharge of the Indenture.

Section 5.6. Redemption of the 2006 Series B Bonds in Advance of Scheduled
Maturity. Under the terms of the Indenture, the 2006 Series B Bonds are and will be subject to
redemption prior to their scheduled maturity. The Issuer agrees that it shall direct the Trustee to
redeem and call 2006 Series B Bonds at the written direction of the Company.
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Section 5.7. Cancellation of 2006 Series B Bonds. The cancellation by the Bond
Registrar of any 2006 Series B Bond or Bonds purchased by the Company and delivered to the
Bond Registrar for cancellation or of any 2006 Series B Bond or Bonds redeemed or purchased
by the Issuer through funds other than funds received as Loan payments hereunder shall
constitute a Loan repayment equal to the principal amount of the 2006 Series B Bond or Bonds
so cancelled.

ARTICLE VI

MAINTENANCE: DAMAGE., DESTRUCTION AND
CONDEMNATION: USE OF NET PROCEEDS: INSURANCE

Section 6.1. Maintenance. So long as any 2006 Sénes B Bonds are Outstanding, as
that term is defined in the Indenture, Company will maintain, preserve and keep the 1994
Project, or cause the 1994 Project to be maintained, preserved and kept, in good repair, working
order and condition and will from time to time make or cause to be made all proper repairs,
replacements and renewals necessary to continue to constitute the 1994 Project as Solid Waste
Disposal Facilities; provided, however, that Company will have no obligation to maintain,
preserve, keep, repair, replace or renew any element or. portlon of the 1994 Project (a) the
maintenance, preservation, keeping, repair, replacement or renewal of which becomes
uneconomical to Company because of damage or destruction by a cause not within the control of
Company, or condemnation of all or substantlally all of the 1994 ~Project or the generating
facilities to which the element or unit of the 1994 ‘Project is an adjunct, or obsolescence
(including economic obsolescence) or change in govemment standards and regulations, or the
termination by Company of the operation of the generating facilities to which the element or unit
of the 1994 Project is an adjunct, and (b) with respect to which Company has furnished to Issuer
and Trustee a certificate executed by Company Representative certifying that the maintenance,
preservation, keeping, repair, replacement or renewal of such element or unit of the 1994 Project
is being discontinued for one of the foregoing reasons, which shall be stated therein, and that the
discontinuance of such element or unit will not adversely affect the exclusion of interest on any

of the 2006 Series B Bonds from gross income for federal income tax purposes under Section
103(a) of the Code. 3 :

Company shall have the pnvﬂege at its own expense of remodeling the 1994 Project or
making substitutions, modifications and improvements to the 1994 Project from time to time as
it, in its discretion, may deem to be desirable for its uses and purposes, which remodeling,
substitutions, modifications and improvements shall be included under the terms of this
Agreement as part of the 1994 Project; provided, however, that Company shall take no actions
which will change or alter the basic nature of the 1994 Project as Solid Waste Disposal Facilities.

If, prior to full payment of all 2006 Series B Bonds outstanding (or provision for payment
thereof having been made in accordance with the provisions of the Indenture), the 1994 Project
or any portion thereof is destroyed or damaged in whole or in part by fire or other casualty, or
title to, or the temporary use of, the 1994 Project or any portion thereof shall have been taken by
the exercise of the power of eminent domain, and the Issuer or the Company receives Net
Proceeds from insurance or any condemnation award in connection therewith, Company (unless
it shall have exercised its option to prepay the Loan pursuant to provisions of Section 10.1(b) or
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(c) hereof) shall either (i) cause such Net Proceeds to be used to repair, reconstruct, restore or
improve the 1994 Project, or (ii) take any other action, including the redemption of 2006 Series
B Bonds, in whole or in part, on any date which is a Business Day, which, in the opinion of Bond
Counsel, will not adversely affect the exclusion of interest on any of the 2006 Series B Bonds
from gross income for federal income tax purposes under Section 103(a) of the Code; provided
that if the 2006 Series B Bonds bear interest at the Flexible Rate or Semi-Annual Rate, such
redemption must occur on a date on which the 2006 Series B Bonds are otherwise subject to
optional redemption.

Section 6.2. Insurance. The Company agrees to insure, or, self—msure the 1994 Project
at all times reasonably in accordance with investor-owned pubhc utility industry general
practices and standards. R

ARTICLEVII =

SPECIAL COVENANTS

Section 7.1. No_ Warranty of Condition or. '{Suitabilifv‘bv Issuer. Iss"uér makes no
warranty, either express or implied, as to the 1994 PIO_]eCt or that it will be suitable for
Company's purposes or needs.

Section 7.2. Company to Maint Corporate Existence, Conditions under Which
Exceptions Permitted. Company agrees that during the term of thls Agreement it will maintain
its corporate existence and good standing, will continue to be a corporation organized under the
laws of the Commonwealths of Kentucky and Virginia or qUaliﬁed and admitted to do business
in the Commonwealths of Kentucky and V1rg1n1a and will neither dispose of all or substantially
all of its assets nor consolidate with nor merge into another corporation unless the acquirer of its
assets or the corporation with which it shall consohdate or into which it shall merge, (i) shall be a
corporation or other business organization orgamzed and existing under the laws of the United
States or one of the States of the United States of America or the District of Columbia, (ii) shall
be qualified and admitted to do busmess in the Commonwealth of Kentucky, (iii) shall assume in
writing all of the obhgatlons and covenants of Company herein and (iv) shall deliver a copy of
such assumptlon to the Issuer and Trustee

Section 7.3. Flnancml Statements. Company agrees to furnish Trustee (within 120
days after the close of each fiscal year) with an audited balance sheet and statements of income,
retained earnings and changes in cash flows showing the financial condition of Company and its
consolidated subsidiary or subsidiaries, if any, at the close of such fiscal year and the results of
operations of Company and its consolidated subsidiary or subsidiaries, if any, for such fiscal
year, accompanied by an opinion of its regular independent certified public accountants that such
statements fairly represent the financial condition of Company in accordance with generally
accepted accounting principles. The requirements of this Section shall be satisfied by the
submission to Trustee of Company's annual report on Form 10-K. The information so provided
to Trustee shall be kept in its files and is not required to be distributed to any Registered Holder
or other person. Delivery of such reports, information and documents to the Trustee is for
informational purposes only and the Trustee's receipt of such shall not constitute constructive
notice of any information contained therein or determinable from information contained therein,
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including the Company's compliance with any of its covenants hereunder (as to which the
Trustee is entitled to rely exclusively on Officers' Certificates).

Section 7.4. Further Assurances and Corrective Instruments. Issuer and Company
agree that they will, from time to time, execute, acknowledge and deliver, or cause to be
executed, acknowledged and delivered, such supplements hereto and such further instruments as
may reasonably be required for carrying out the intention of or facilitating the performance of
this Agreement.

Section 7.5.  Issuer Representative. Whenever under the provisions of this Agreement
the approval of Issuer is required or Issuer is required to take some action at the request of
Company, such approval shall be made or such action shall be taken by Issuer Representative
and Company or Trustee shall be authorized to act on any such approval or action, and Issuer
shall have no redress against Company or Trustee as a result of any such action taken.

Section 7.6. Company Representative. Whenever under the pr0v1smns of this
Agreement the approval of Company is required or Company is required to take some action at
the request of Issuer, such approval shall be made or such aetlon shall be taken by Company
Representative and Issuer or Trustee shall be authorized to aet on any such approval or action
and Company shall have no redress agamst Issuer or Trustee as a result of any such action taken.

Section 7.7,  Financing Statements Company shall, to the extent required by law, file
and record, refile and rerecord, or cause to be filed and recorded, refiled and rerecorded, all
documents or notices, including financing statements and continuation statements, required by
law in order to perfect, or maintain the perfection of, the lien of the Indenture. Issuer shall
cooperate fully with Company in taking any such action. Concurrently with the execution and
delivery of the 2006 Series B Bonds, Company shall cause to be delivered to the Trustee an
opinion of counsel (a) stating that in the opinion of such counsel, either (i) such action has been
taken, as set forth therein, with respect to the 1eeord1ng and filing of such documents, notices and
financing statements as is necessary to perfect the lien of the Indenture under the Uniform
Commercial Code of the Commonwealth of Kentucky, or (ii) no such action is necessary to so
perfect such lien, and (b) stating the requirements for the filing of continuation statements or
other documentation or notices in order to maintain the perfection of the lien of the Indenture,
which filings the Company agrees to undertake.

Section 7.8.  Company's Performance Under Indenture. The Company agrees, for the
benefit of Bondholders to do and perform all acts and things contemplated in the Indenture to be
done and performed by it.

Section 7.9. Negative Pledge.

(a) The Company agrees that so long as any 2006 Series B Bonds remain
outstanding, the Company will not issue, assume or guarantee any Debt secured by any
mortgage, security interest, pledge or lien (herein referred to as a “mortgage”) of or upon any
Operating Property of the Company, whether owned at the date of the Indenture or thereafter
acquired, and will not permit to exist any Debt secured by a mortgage on any Operating
Property, without in any such case effectively securing, on the later to occur of the issuance,
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assumption or guaranty of any such Debt, the 2006 Series B Bonds equally and ratably with such
Debt; provided, however, that the foregoing restriction shall not apply to Debt secured by any of
the following:

(1) mortgages on any property existing at the time of acquisition thereof;

(i)  mortgages on property of a corporation existing at the time such
corporation is merged into or consolidated with the Company, or at the time of a sale,
lease or other disposition of the properties of such corporation or a division thereof as an
entirety or substantially as an entirety to the Company, provided that such mortgage as a
result of such merger, consolidation, sale, lease or other disposition is not extended to
property owned by the Company immediately prior thereto 3

(i1i))  mortgages on property to secure all or part of the cost of acquiring,
substantially repairing or altering, constructing, developing or subs fantially improving
such property, or to secure indebtedness incurred to provide funds for any such purpose
or for reimbursement of funds previously. expended for-any such purpose \
mortgages are created or assumed contemporaneously with, or within 18 months after,
such acquisition or completion of substantial repair or alteration, construction,
development or substantial improvement or within six months thereafter pursuant to a
commitment for financing arranged w1th a lender or 1nvestor within such 18 month
period; R "

(iv)  mortgages in favor of the United States of America or any State thereof, or
any department, agency or instrumentality or pohtlcal subdivision of the United States of
America or any state thereof or for the benefit of holders of securities issued by any such
entity, to secure any Debt incurred for the purpose of financing all or any part of the
purchase price or the cost of substantially repairing or altering, constructing, developing
or substantially improving the ‘property subject to such mortgages; or

(V) any extensmn renewal or replacement (or successive extensions, renewals

or replacements), in whole or in part, of any mortgage referred to in the foregoing clauses

(1) to (4), inclusive; provided, however, that the principal amount of indebtedness

secured thereby and not otherwise authorized by said clauses (1) to (4), inclusive, shall

not exceed the principal amount of indebtedness, plus any premium or fee payable in

connection with any such extension, renewal or replacement, so secured at the time of
such extension, renewal or replacement.

(b) Notwithstanding the provisions of Section 7.9(a) and so long as any 2006 Series B
Bonds remain outstanding, the Company may issue, assume or guarantee Debt, or permit to exist
Debt, secured by mortgages which would otherwise be subject to the restrictions of this Section
up to an aggregate principal amount that, together with the principal amount of all other Debt of
the Company secured by mortgages (other than mortgages permitted by Section 7.9(a) that
would otherwise be subject to the foregoing restrictions) does not at the time exceed the greater
of 10% of Net Tangible Assets or 10% of Capitalization.
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(c) Notwithstanding the provisions of Section 7.9(a) and Section 7.9(b), the Company
will not issue, assume, guarantee or permit to exist any debt of the Company secured by a
mortgage, the creditor of which controls, is controlled by, or is under common control with, the
Company.

(d) If at any time the Company shall issue, assume or guarantee any Debt secured by
any mortgage and if Section 7.9(a) requires that the 2006 Series B Bonds be secured equally and
ratably with such Debt, the Company will promptly execute, at its expense, any instruments
necessary to so equally and ratably secure such 2006 Series B Bonds.

ARTICLE VIII

ASSIGNMENT; INDEMNIFICATION REDEMPTION

Section 8.1.  Assignment. This Agreement may be a331gned by Company without the
necessity of obtaining the consent of either Issuer or Trustee subject however to each of the
following conditions: e

(a) No assignment (other than pursuant to Sectlon 7. 2 hereof) shall relieve Company
from primary liability for any of its obligations hereunder and in the event of any such
assignment Company shall remain pnmanly liable for payments of the amounts specified in
Section 5.1 hereof and for performance and observance of the other covenants or agreements on
its part herein provided to be performed - and observed to the same extent as though no
assignment had been made; ' '

(b) The assrgnee shall assume the obhgatlons of Company hereunder to the extent of
the interest assigned; .

(c) Company shall within thirty days after the delivery thereof, furnish or cause to be
furnished to Issuer and to Trustee a true and complete copy of each such assignment and
assumption of’ obhgatron and

(d) prior to such assrgnment the Company shall have obtained an opinion of Bond
Counsel to the effect that such assignment will not adversely affect the exclusion of interest on
the 2006 Series B Bonds from gross income for Federal income tax purposes under Section
103(a) of the Code

Section 8.2. Release and Indemnification Covenants. Company releases Issuer from
and covenants and agrees that Issuer shall not be liable for, and agrees to indemnify and hold
Issuer harmless against, any expense or liability incurred by Issuer, including attorneys' fees,
resulting from any loss or damage to property or any injury to or death of any person occurring
on or about or resulting from any defect in the 1994 Project or from any action commenced in
connection with the financing thereof. If any such claim is asserted, Issuer agrees to give prompt
notice to the Company and Company will assume the defense thereof, with full power to litigate,
compromise or to settle the same in its sole discretion, it being understood that Issuer will not
settle or consent to the settlement of the same without the consent of Company.
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Section 8.3.  Assignment of Interest in Agreement by Issuer. Any assignment by Issuer
to Trustee pursuant to the Indenture or this Agreement of any moneys receivable under this
Agreement shall be subject and subordinate to this Agreement.

Section 8.4. Redemption of 2006 Series B Bonds. Upon the agreement of Company to
deposit moneys in the Bond Fund in an amount sufficient to redeem 2006 Series B Bonds subject
to redemption, Issuer, at the request of Company, shall forthwith take all steps (other than the
payment of the money required for such redemption) necessary under the applicable redemption
provisions of the Indenture to effect redemption of all or part of the 2006 Series B Bonds
outstanding, as may be specified by Company, on the redempt1on date specified by the
Company.

Section 8.5.  Reference to 2006 Series B Bonds Ineffective‘after 2006 Series B Bonds
Paid. Upon payment in full of the 2006 Series B Bonds (Qr;}iprev,ision for payment thereof having
been made in accordance with the provisions of the Indenture) and payment of all amounts
required to be paid to the United States of America pursuant to Section 4.4 hereof and payment
of all fees and charges of the Trustee (including reasonable attorney s fees and expenses), the
Bond Registrar, the Authenticating Agent and any Paying Agent, all references in this
Agreement to the 2006 Series B Bonds and the Trustee shall be ineffective and neither the
Trustee nor the holders of any of the 2006 Series B Bonds;-shall thereafter have any rights
hereunder except as set forth in Section 1°

EVENTS OF DEFAULT AND REMEDIES

Section 9.1. Events of Default Deﬁned The following shall be "events of default"
under this Agreement and the term "events of default" shall mean, whenever they are used in this
Agreement, any one or more of the followmg events

(a) Fallure by the Company to pay any amount required to be paid under subsections
(a) and (e) of Section 5.1 hereof which results in failure to pay principal of, premium or interest
on or the purchase price of the 2006 Series B Bonds, and such failure shall cause an event of
default under the Indenture. V

(b) Failure by Company to observe and perform any covenant, condition or
agreement on its part to be observed or performed, other than as referred to in subsection (a) of
this Section, for a period of thirty days after written notice, specifying such failure and
requesting that it be remedied, is given to Company by Issuer or Trustee, unless Issuer and
Trustee shall agree in writing to an extension of such time prior to its expiration; provided,
however, if the failure stated in the notice cannot be corrected within the applicable period,
Issuer and Trustee will not unreasonably withhold their consent to an extension of such time if
such failure is capable of being cured and corrective action is instituted by Company within the
applicable period and is being diligently pursued.

(c) An involuntary proceeding shall be commenced or an involuntary petition shall be
filed in a court of competent jurisdiction seeking (i) relief in respect of Company, or of a
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substantial part of the property or assets of Company, under Title 11 of the United States Code,
as now constituted or hereafter amended, or any other federal or state bankruptcy, insolvency,
receivership or similar law, (ii) the appointment of a receiver, trustee, custodian, sequestrator,
conservator or similar official for Company or for a substantial part of the property or assets of
Company or (iii) the winding-up or liquidation of Company; and such proceeding or petition
shall continue undismissed or unstayed for 90 days or an order or decree approving or ordering
any of the foregoing shall be entered.

(d) Company shall (i) voluntarily commence any proceeding or file any petition
seeking relief under Title 11 of the United States Code, as now constmlted or hereafter amended,
or any other federal or state bankruptcy, insolvency, recewershlp or ‘similar law, (ii) consent to
the institution of, or fail to contest in a timely and appropriate manner, any proceeding or the
filing of any petition described in (d) above, (iii) apply for or consent to the appointment of a
receiver, trustee, custodian, sequestrator, conservator or similar official for Company or for a
substantial part of the property or assets of Company, (iv) file an answer admlttlng the material
allegations of a petition filed against it in any such proceeding, (v) make a general assignment
for the benefit of creditors, (vi) become unable, admit in writing its inability or fail generally to
pay its debts as they become due or (vii) take any actlon for the purpose of effectmg any of the
foregoing. F

(e) The occurrence of an Eveﬁt of Default under tﬁ‘é "Indenture.

The provisions of Section 9.1(b) are subject to the following limitations: If by reason of force
majeure Company is unable in whole or in part to carry out its agreements on its part herein
contained, other than the obligations on the part of Company contained in Section 2.2(j) and (k).
Section 4.2, Section 4.4 or Section 7.2 or ARTICLE V hereof and the general covenant and
obligation of Company to take all necessary actions for the continued exclusion of interest on the
2006 Series B Bonds from gross income for federal and Kentucky income taxes, Company shall
not be deemed in default dunng the continuance of such inability. The term "force majeure"
used herein shall mean any cause or event not reasonably within the control of Company,
including without limitation the following: acts of God, strikes; wars or national police actions,
lockouts or other industrial disturbances; acts of public enemies, including terrorists; orders of
any kind of the government of the United States or of the Commonwealth of Kentucky or any of
their departments, agencies or officials, or any civil or military authority; evacuations and
quarantines; insurrections; riots; epidemics; plague; famine; landslides; lightning; earthquakes;
fire; hurricanes; tornadoes; storms; typhoons; cyclones; volcanic eruptions; floods; washouts;
droughts; arrests; restraints of government and people; civil disturbances; explosions; breakage
or accident to machinery and transmission lines or pipes; or partial or entire failure of utility
services. Company agrees, however, to remedy with all reasonable dispatch the cause or causes
preventing the Company from carrying out its agreements; provided, that the settlement of
strikes, lockouts and other industrial disturbances shall be entirely within the discretion of
Company, and Company shall not be required to make settlement of strikes, lockouts and other
industrial disturbances by acceding to the demands of the opposing party or parties when such
course is in the judgment of Company unfavorable to Company.
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Section 9.2. Remedies on Default. Whenever any event of default referred to in
Section 9.1 hereof shall have happened and be continuing, the Trustee, on behalf of the Issuer at
the direction of the Bond Insurer, may take any one or more of the following remedial steps:

(a) By written notice to Company, the Trustee, on behalf of the Issuer at the direction
of the Bond Insurer, may declare an amount equal to the principal and accrued interest on the
2006 Series B Bonds then Outstanding, as defined in the Indenture, to be immediately due and
payable under this Agreement, whereupon the same shall become immediately due and payable.

(b) The Trustee, on behalf of the Issuer at the direction of the Bond Insurer, may have
access to and inspect, examine and make copies of the books and records and any and all
accounts, data and income tax and other tax returns of Company.

(c) The Trustee, on behalf of the Issuer at the direction of the Bond Insurer, may take
whatever action at law or in equity may appear necessary or desirable to collect the amounts then
due and thereafter to become due, or to enforce performance and observance of any obligation,
agreement or covenant of Company under this Agreement ‘ ~

In case there shall be pending a proceeding of thefnattire described in Section 9.1(c) or
(d) above, Trustee, upon direction by the Bond Insurer or the Bond Insurer itself, shall be entitled
and empowered, by intervention in such proceeding or otherwise, to file and prove a claim or
claims for the whole amount owing and unpaid pursuant to this Agreement and, in case of any
judicial proceedings, to file such proofs of claim and other papers or documents as may be
necessary or advisable in order to have the claims of Trustee allowed in such judicial
proceedings relative to Company, its creditors. or its property, and to collect and receive any
moneys or other property payable or deliverable: on any such claims, and to distribute the same
after the deduction of its charges and expenses; and any custodian (including, without limitation
a receiver, trustee or liquidator) of Company appomted in connection with such proceedings is
hereby authorized to make such payments to Trustee, and to pay to Trustee any amount due it for
compensation and expenses, including reasonable counsel fees and expenses incurred by it up to
the date of such distribution.

Any amounts collected pursuant to action taken under this Section (other than the
compensation and expenses referred to in the immediately prior sentence) shall be paid into the
Bond Fund and applied in accordance with the provisions of the Indenture or, if the 2006 Series
B Bonds have been fully paid (or provision for payment thereof has been made in accordance
with the provisions of the Indenture) and all reasonable and necessary fees and expenses of
Trustee and any paying agents accrued and to accrue through final payment of the 2006 Series B
Bonds, and all other liabilities of Company accrued and to accrue hereunder or under the
Indenture through final payment of the 2006 Series B Bonds have been paid, such amounts so
collected shall be paid to Company.

Section 9.3. No Remedy Exclusive. No remedy herein conferred upon or reserved to
Issuer is intended to be exclusive of any other available remedy or remedies, but each and every
such remedy shall be cumulative and shall be in addition to every other remedy given under this
Agreement or now or hereafter existing at law or in equity or by statute. No delay or omission to
exercise any right or power accruing upon default shall impair any such right or power or shall
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be construed to be a waiver thereof, but any such right or power may be exercised from time to
time and as often as may be deemed expedient. In order to entitle Issuer to exercise any remedy
reserved to it in this Article, it shall not be necessary to give any notice other than such notice as
may be herein expressly required. Such rights and remedies as are given Issuer hereunder shall
also extend to Trustee, and Trustee and the holders of the 2006 Series B Bonds, subject to the
provisions of the Indenture, shall be entitled to the benefit of all covenants and agreements herein
contained.

Section 9.4.  Agreement to Pay Reasonable Attorneys' Fees and Expenses. In the event
Company should default under any of the provisions of this Agreement and Issuer and/or Trustee
should employ attorneys or incur other expenses for the collection of amounts payable hereunder
or the enforcement of performance or observance of any obligation or agreement on the part of
Company herein contained, Company agrees that it will on demand therefor pay to Issuer and/or
Trustee the reasonable fees and expenses of such attorneys and such other reasonable expenses
so incurred by Issuer and/or Trustee. L

Section 9.5. Waiver of Events of Default. If after the acceleration of the maturity of
the outstanding 2006 Series B Bonds by Trustee pursuant to the Indenture, and before any
judgment or decree for the appointment of a receiver or for the payment of the moneys due shall
have been obtained or entered, Company shall cause to be deposited with Trustee a sum
sufficient to pay all matured installmeﬁtS of interest upon all 2006 Series B Bonds and the
principal of, and premium, if any, on any and all 2006 Series B Bonds which shall have become
due otherwise than by reason of such declaratlon (with interest upon such principal and
premium, if any, and overdue installments of i interest, at the rate per annum which is one percent
above the highest rate borne by any 2006 Senes B Bond, until paid), and such amounts as shall
be sufficient to cover all expenses of Trustee in connection with such default, and all defaults
under the Indenture and this Agreement other than nonpayment of principal of 2006 Series B
Bonds which shall have become due by said declaration, shall have been remedied, and such
event of default under the Indenture shall be deemed waived by Trustee in accordance with
Section 9.12 of the Indenture with the consequence that under the Indenture such acceleration is
rescinded, then Company's default hereunder shall be deemed to have been waived by Issuer and
no further action or consent by Trustee or Issuer shall be required. In the event any agreement or
covenant contained in this Agreement should be breached by either party and thereafter waived
by the other party, such waiver shall be limited to the particular breach so waived and shall not
be deemed to waive any othefi,‘breac}l hereunder.

ARTICLE X

PREPAYMENT OF LOAN

Section 10.1. Options to Prepay Loan. Company shall have, and is hereby granted,
options to prepay the Loan in whole and to cancel or terminate this Agreement on any Business
Day at any time Company so elects, if certain events shall have occurred within the 180 days
preceding the giving of written notice by Company to Trustee of such election, as follows:
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(a) If in the judgment of Company, unreasonable burdens or excessive liabilities shall
have been imposed after the issuance of the 2006 Series B Bonds upon Company with respect to
the 1994 Project or the operation thereof, including without limitation federal, state or other ad
valorem, property, income or other taxes not imposed on the date of this Agreement other than
ad valorem taxes presently levied upon privately owned property used for the same general
purpose as the 1994 Project;

(b) If the 1994 Project or a portion thereof or other property of Company in
connection with which the 1994 Project is used shall have been damaged or destroyed to such an
extent so as, in the judgment of the Company, to render the 1994 Project or other property of
Company in connection with which the 1994 Project is used un isfactory to Company for its
intended use and such condition shall continue for a period of six months;

(c) There shall have occurred condemnation of all or subs antially all of the 1994
Project or the taking by eminent domain of such use or control of the 19¢ + Project or other
property of Company in connection with which the. 1994 Project is used so as, in the judgment of
the Company, to render the 1994 Project or other property of Company in connectmn with which
the 1994 Project is used unsatisfactory to Company for: its: 1ntended use;

(d) In the event changes, which the Company_cannot reasonably control, in the
economic availability of materials, supphes labor, equipment, or other properties or things
necessary for the efficient operation of the Ghent Generating Station of the Company shall have
occurred which, in the judgment of the Company 1der the contlnued operation of the Ghent
Generating Station or any generating unit: at such- statlon uneconomwal or changes in
circumstances, after the issuance of the 2006 Senes B Bonds mcludmg but not limited to changes
in solid waste abatement, control and disposal requirements, shall have occurred such that the
Company shall deterrnlne that use of the 1994 PrOJect is no longer required or desirable;

(e) In the event thls Agreement shall become void or unenforceable or impossible of
performance by reason of any changes in the Constitution of the Commonwealth of Kentucky or
the Constitution of the United States of America or by reason of legislative or administrative
action, whether state or federal, or .any final decree, judgment or order of any court or
admmlstratlve body, whether state or federal or

" Aﬁnal order o;::decree of any court or administrative body after the issuance of
the 2006 Series B Bonds shall require the Company to cease a substantial part of its operations at
the Ghent Generating Station to such extent that the Company will be prevented from carrying
on its normal operations at such location for a period of six months.

In the case of prepayment pursuant to this Section (or if any 2006 Series B Bonds be
redeemed in whole or in part pursuant to Section 6.1 hereof), the Loan prepayment price shall be
a sum sufficient, together with other funds deposited with Trustee and available for such
purpose, to redeem all 2006 Series B Bonds then outstanding (or, in the case any 2006 Series B
Bonds are redeemed in part pursuant to Section 6.1 hereof, such portion of the 2006 Series B
Bonds then outstanding) under the Indenture at a price equal to 100% of the principal amount
thereof plus interest accrued and to accrue to the date of redemption of the 2006 Series B Bonds
and to pay all reasonable and necessary fees and expenses of Trustee and any Paying Agents and

27



all other liabilities of Company accrued and to accrue hereunder to the date of redemption of the
2006 Series B Bonds. In order to exercise any option to prepay the Loan and to cancel or
terminate this Agreement by reason of the occurrence of any of the events mentioned in (a)
through (f) above, Company is required to give written notice to Trustee of its election to prepay
the Loan within 180 days of the occurrence of any of the events mentioned in (a) through (f)
above.

Section 10.2. Additional Option to Prepay Loan. Company shall have, and is hereby
granted, further options, to the extent that the 2006 Series B Bonds are, from time to time,
subject to optional redemption, during any period of optional redemption, to prepay all, or any
portion, of the relevant and applicable Loan payments due or to become due hereunder by
depositing with Trustee moneys sufficient to pay, together with other funds deposited with
Trustee and available for such purpose, the principal of and applicable premium, if any, and
accrued interest, through the date of redemption (which must be a Business Day), on all or any
portion of the 2006 Series B Bonds then outstanding under the Indenture and, upon depositing
with Trustee moneys sufficient to pay the principal, applicable premium, if any, and accrued
interest, through the date of redemption, on all 2006 Series B Bonds then outstandlng under the
Indenture, as well as all reasonable and necessary expen of Trustee and any Paying Agents
and all other liabilities of Company accrued and to accrue } eréunder to cancel or terminate the
term of this Agreement. ~ L

Section 10.3. Obligations to Plepay Loan Company shall be obligated to prepay the
entire Loan or any part thereof, as provided below, prior to the required full payment of the 2006
Series B Bonds (or prior to making provision for payment thereof in accordance with the
Indenture) on the 180th day (or such earlier date as may be designated by Company), which, in
every case, must be a Business Day, upon the occurrence of a Determination of Taxability. The
Issuer and Company shall take all actions required to mandatorily redeem the 2006 Series B
Bonds at the cost of the Company upon the terms specified in this Agreement and in ARTICLE
1V of the Indenture following the occurrence of a Determination of Taxability, including, but not
limited to, prepaying approprlate amounts due on the 2006 Series B Bonds in order to effect such
redemption. The 2006 Series B Bonds shall be redeemed by the Issuer, in whole, or in such part
as described below, at a redemption price equal to 100% of the principal amount thereof, without
redemption premium, plus accrued interest, if any, to the redemption date, within 180 days
following a Determination of Taxability. For purposes of this Section, a “Determination of
Taxability” shall mean the receipt by the Trustee of written notice from a current or former
registered owner of a 2006 Series B Bond or from the Company or the Issuer of (i) the issuance
of a published or private ruling or a technical advice memorandum by the Internal Revenue
Service in which the Company participated or has been given the opportunity to participate, and
which ruling or memorandum the Company, in its discretion, does not contest or from which no
further right of administrative or judicial review or appeal exists, or (ii) a final determination
from which no further right of appeal exists of any court of competent jurisdiction in the United
States in a proceeding in which the Company has participated or has been a party, or has been
given the opportunity to participate or be a party, in each case, to the effect that as a result of a
failure by the Company to perform or observe any covenant or agreement or the inaccuracy of
any representation contained in this Agreement or any other agreement or certificate delivered in
connection with the 2006 Series B Bonds, the interest on the 2006 Series B Bonds is included in
the gross income of the owners thereof for federal income tax purposes, other than with respect
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to a person who is a “substantial user” or a “related person” of a substantial user within the
meaning of the Section 147 of Internal Revenue Code of 1986, as amended (the “Code”);
provided, however, that no such Determination of Taxability shall be considered to exist as a
result of the Trustee receiving notice from a current or former registered owner of a 2006 Series
B Bond or from the Issuer unless (i) the Issuer or the registered owner or former registered
owner of the 2006 Series B Bond involved in such proceeding or action (A) gives the Company
and the Trustee prompt notice of the commencement thereof, and (B) (if the Company agrees to
pay all expenses in connection therewith) offers the Company the opportunity to control
unconditionally the defense thereof, and (ii) either (A) the Company does not agree within 30
days of receipt of such offer to pay such expenses and liabilities and to control such defense, or
(B) the Company shall exhaust or choose not to exhaust all available proceedings for the contest,
review, appeal or rehearing of such decree, judgment or action which the Company determines to
be appropriate. No Determination of Taxability described above will result from the inclusion of
interest on any 2006 Series B Bond in the computation of minimum or indirect taxes. All of the
2006 Series B Bonds shall be redeemed upon a Determination of Taxablhty as described above
unless, in the opinion of Bond Counsel, redemption of a portion of the 2006 Series B Bonds of
one or more series or one or more maturities would have the result that interest payable on the
remaining 2006 Series B Bonds outstanding after the 1edempt10n would not be so included in
any such gross income. -

In the event any of the Issuer, the Company or the Trustee has been put on notice or
becomes aware of the existence or pendency of any inquiry, audit or other proceedings relating
to the 2006 Series B Bonds being conducted by the Internal Revenue Service, the party so put on
notice shall give immediate written notice to the other partles of such matters.

Promptly upon leamlng of the occurrence of a Determination of Taxability (whether or
not the same is being contested), or any of the events described in this Section, the Company
shall give notice thereof to the Trustee and the Issuer.

In the case of the mandatory obligation of Company to prepay the Loan or any part
thereof after the occurrence of a Determination of Taxability, Company shall be obligated to
prepay such Loan or such part thereof not later than 180 days after any such final determination
as specified in this Section hereof and to provide to Trustee for deposit in the Bond Fund an
amount sufficient, together with other funds deposited with the Trustee and available for such
purpose, to redeem such 2006 Series B Bonds at the price of 100% of the principal amount
thereof in accordance with Section 5.1 hereof plus interest accrued and to accrue to the date of
redemption of the 2006 Series B Bonds and to pay all reasonable and necessary fees and
expenses of Trustee and any paying agents and all other liabilities of Company accrued and to
accrue hereunder to the date of redemption of the 2006 Series B Bonds.

Section 10.4. Notice of Prepayment; Redemption Procedures. It is understood and
agreed by the parties hereto that in order to exercise an option granted in, or to consummate a
mandatory prepayment required by, this Article, Company shall give written notice to Issuer and
Trustee which notice shall (i) contain the agreement of Company to deposit moneys in the Bond
Fund on or before the redemption date in an amount sufficient to redeem a principal amount of
the 2006 Series B Bonds equal to the amount of the prepayment, including, in the case of a
prepayment under Section 10.2 hereof, any applicable redemption premium in respect of such
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2006 Series B Bonds, and any other amounts required under this Agreement and (ii) specify the
prepayment date (which must be a Business Day and which shall also be the redemption date),
which date shall not be less than 30 days (45 days if the 2006 Series B Bonds are bearing interest
at the Semi-annual, Annual or Long Term Rate or in all cases such shorter period as may be
acceptable to the Trustee) nor more than 90 days from the date the notice is mailed by Company
to Issuer and Trustee.

Section 10.5. Relative Position of this Article and Indenture. The rights and options
granted to Company in this Article, except the option granted to Company pursuant to Section
10.2 to prepay less than all of the Loan payments, shall be and remain prior and superior to the
Indenture and may be exercised whether or not Company is otherwise in default hereunder;
provided that such default will not result in nonfulfillment of any condltlon to the exercise of any
such right or option. :

ARTICLE XI;‘?

MISCELLANEOUS

Section 1]1.1. Term of Agreement. This Agreement shall remain in full force and effect
from the date hereof to and including the later of - 1,20 , or until such earlier
or later time as all of the 2006 Series B Bonds shall have been fully paid (or provision made for
such payment pursuant to the Indenture), whlchever shall be later; ~provided, however, that this
Agreement may be cancelled and terminated pnor to said date if Company shall prepay all of the
Loan pursuant to ARTICLE X hereof; and* prov1ded further ~however, that all obligations of
Company under ARTICLE V and Section 8.1 hereof (a) to pay the agreed fees and expenses of
Trustee, the Bond Insurer, the Tender Agent, the Bond Registrar and any Paying Agent and
(b) to pay any amount required by Section 5.5 hereof shall continue in effect even though 2006
Series B Bonds may no longer be outstanding and this Agreement may otherwise be terminated.
All representations and certifications by Company as to all matters affecting the tax-exempt
status of interest on the 2006 Series B Bonds shall be for the equal and ratable benefit, protection
and security of the holders of any and all of the 2006 Series B Bonds and shall survive the
termination of this Agreement and all obligations of Company contained herein relating to
indemnification of Issuer, Trustee, Bond Registrar, Authenticating Agent, Tender Agent and any
Paying Agent shall survive the termination of this Agreement.

Section 11 2. Notices. All notices, certificates or other communications hereunder shall
be sufficiently given and shall be deemed given when delivered or mailed by registered or
certified mail, postage prepaid, addressed as follows:

If to Issuer, at 440 Main Street, Carrollton, Kentucky 41008, Attention: County Judge/
Executive;

If to Company, at its corporate headquarters, One Quality Street, Lexington, Kentucky
40507, Attention: Treasurer, with a copy to E.ON U.S. LLC, 220 West Main Street,
Louisville, Kentucky 40202, Attention: Treasurer, and

If to Trustee, at
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If to Bond Insurer, at

If to Paying Agent, Remarketing Agent, Auction Agent, Initial Broker-Dealer or Tender
Agent, at such addresses for notices as are set forth in the Indenture.

A duplicate copy of each notice, certificate or other communication given hereunder by either
Issuer or Company to the other shall also be given to Trustee. Issuer, Company and Trustee may
by notice given hereunder designate any further or different addresses to which subsequent
notices, certificates or other communications shall be sent.

Section 11.3. Binding Effect: Bond Counsel Opinions. Thls Agreement shall inure to
the benefit of and shall be binding upon Issuer, Company and their respective successors and
assigns, subject, however, to the limitations contained in Sect1on 7.2. Sectlon 8.1 and Section 8.3
hereof. ;

Section 11.4. Severability. In the event any ﬁfowmdh of this Agreement shall be held
invalid or unenforceable by any court of competent JUI‘lSdICtl()n such holding shall not invalidate
or render unenforceable any other provision hereof. =~ L .

Section 11.5. Amounts Remaining in Bond Fund and Rebate Fund. It is agreed by the
parties hereto that any amounts remaining in the Bond Fund upon expiration or sooner
termination of the term of this Agreement, aS provided in this Agreement after payment in full
of the 2006 Series B Bonds (or provision for payment thereof having been made in accordance
with the provisions of the Indenture) and the reasonable and necessary fees and expenses of
Trustee (including reasonable attorneys fees and expenses) and any Paying Agent in accordance
with the Indenture and the payment in full of all other amounts required to be paid under this
Agreement or the Indenture, shall belong to and be paid to Company by Trustee. Any amounts
remaining in the Rebate Fund at such time shall be held, applied and disbursed strictly and only
in accordance with the provisions of Section 6.06 of the Indenture. Following the payment and
discharge of the Refunded 1994 Series A Borids on their redemption date and the making of
provision for payment of the Refunded 1994 Series A Bonds not presented for payment, any
remaining moneys in the Pnor Bond Fund shall belong to and be paid to Company by the Prior
Trustee. : :

Section 11.6. Amendments, Changes and Modifications. Subsequent to the issuance of
the 2006 Series B Bonds and prior to payment in full of all 2006 Series B Bonds (or provision
for the payment thereof having been made in accordance with the provisions of the Indenture),
except as otherwise prov1ded in this Agreement or in the Indenture, this Agreement may not be
effectively amended, changed, modified, altered or terminated, and no provision hereof waived,
without the written consent of Trustee, given in accordance with the Indenture.

Section 11.7. Execution in Counterparts. This Agreement may be simultaneously
executed in several counterparts, each of which shall be an original and all of which shall
constitute but one and the same instrument.

Section 11.8. Applicable Law. This Agreement shall be governed by and construed in
accordance with the laws of the Commonwealth of Kentucky.
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Section 11.9. Captions. The captions or headings in this Agreement are for convenience
only and in no way define, limit, or describe the scope or intent of any provisions or sections of
this Agreement.

Section 11.10. No_Pecuniary Liability of Issuer. No provision, covenant or agreement
contained in this Agreement or breach thereof shall constitute or give rise to a pecuniary liability
of Issuer or a charge upon its general credit or taxing powers. In making such covenants,
agreements or provisions, Issuer has not obligated itself, except with respect to the 1994 Project
and the application of the revenues of this Agreement, as hereinabove provided.

Section 11.11. Payments Due on Other Than Business Days. If the date for making any
payment or the last date for performance of any act or the exercise of any right, as provided in
this Agreement, shall not be on a Business Day, such payment may be made or act performed or
right exercised on the next succeeding Business Day with the same force and effect as if done on
the date provided in this Agreement, and if done on such succeeding Busmess Day no interest
with respect to such payment shall accrue for the pemod after such nominal date.’

Section 11.12. The Bond Insurer shall be a thlrd party. beneﬁcnary of the prov151ons of
this Agreement.

(remainder of page left blank intentionally)
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IN WITNESS WHEREOQF, Issuer and Company have caused this Agreement to be
executed in their respective corporate names and their respective corporate seals to be hereunto
affixed and attested by their duly authorized officers, all as of the date first written.

COUNTY OF CARROLL, KENTUCKY

(SEAL)
HAROLD TOMLINSON
County J udge/Executive
ATTEST:
Fiscal Court Clerk
KENTUCKY UTILITIES COMPANY
(SEAL) |
' DANIEL K. ARBOUGH
Treasurer

ATTEST:

JOHN R. McCALL
Secretary
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