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SEP 2 0 2006 

PUBLIC SERVICE 
GOMMISSION 

Re: Kentucky Utilities Company & - JbObdDO 414 
Dear Ms. O'Donnell: 

Enclosed for filing please find the original and ten copies of the Application of Kentucky 
Utilities Company for an Order Authorizing the Issuance of Securities and the Assumption of 
Obligations. We are also simultaneously filing a Motion for Deviation from Rules. An extra 
copy of the Application and the Motion are enclosed to be file stamped and returned to the 
undersigned. 

Please note that the Application requests authority with respect to an allocation under the 
Kentucky state ceiling for private activity bonds. This will allow a portion of the cost of 
Kentucky Utilities' pollution control project to be financed on a tax-exempt basis, resulting in 
lower costs. However, this allocation will expire on December 13, 2006. Accordingly, in order 
to preserve the availability of this lower cost financing, we respectfully request that the 
Commission process this Application as expeditiously as possible, and issue its Order in this 
matter by October 31, 2006. 

Please do not hesitate to contact me if you have any questions or require additional 
information. 

Very truly yours, 

," 
J. Wade Hendricks 

JWWdvg 
Enclosures 



Elizabeth O'Donnell 
September 20,2006 
Page 2 

cc: Elizabeth E. Blackford, Esq. 
Daniel Arbough 
Kent W. Blake 
Rick Lovekamp 
Elizabeth Cocanougher 
John Fendig, Esq. 
Roger Hickman 
Elliott Home 
Robert J. Joseph, Esq. 
Mary M. Kimura, Esq. 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION SEP 2 O 2008 

PUBLIC SERVICE 
CONIMISSIOI\I 

In The Matter Of: 

THE APPLICATION OF KENTUCKY ) 
UTILITIES COMPANY FOR AN ORDER ) 
AUTHORIZING THE ISSUANCE OF ) CASE NO. 2 0 0 6 - 0 0  Y I 
SECURITIES AND THE ASSUMPTION ) 
OF OBLIGATIONS ) 

MOTION FOR DEVIATION FROM RULES 

Kentucky Utilities Company ("KU") hereby moves, pursuant to 807 KAR 5:001(14), for 

a deviation from 807 KAR 5:001(11) and for incorporation by reference pursuant to 807 KAR 

5:001(5)(5). In support of this Motion, KU states as follows: 

1. This case concerns KU's request, pursuant to KRS 278.300, for authorization for 

the issuance of securities, assumption of obligations and entrance into all necessary agreements 

and other documents relating thereto in order to allow KU to finance a portion of KU's pollution 

control project with tax-exempt debt. Commission Rule 807 KAR 5:001(11)(d) provides that a 

copy of KU's contract with Fluor Enterprises, Inc., (the "Contract") for construction of KU's 

pollution control project be annexed to KU's Application. 

2. The Contract bas been previously filed with the Commission in a similar case also 

requesting authority for tax-exempt financing, Case No. 2006-00187 (In the Matter of: The 

Application of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities 

and the Assumption of Obligations). In Case No. 2006-00187, KU requested and was granted 

confidential protection for the Contract. 



3. The Contract has not been amended or changed in any way since it was filed in 

Case No. 2006-00187. If the Contract were filed in the present case, KU would again request 

confidential protection for portions of the Contract. 

4. If the Contract were filed in the record of this case, this duplicative filing of 

information already contained in the Commission files would serve no purpose and represent a 

needless burden on the Company for photocopying and would also needlessly burden the 

Commission which would again have to consider the issue of whether the confidential 

information in the Contract should be protected. 

THEREFORE, Kentucky Utilities Company respectfully requests that the redacted 

Contract, contained in the record of Case No. 2006-00187, be made a part of the record in the 

present case by reference only, pursuant to 807 KAR 5:001(5)(5). 

Dated: SeptemberAO, 2006. 

Respectfully submitted, 

' John Wade Hendricks 
Stoll Keenon Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, Kentucky 40202 
(502) 333-6000 

Elizabeth Cocanougher 
John P. Fendig 
E.ON U.S. LLC 
220 West Main Street 
Louisville, KY 40202 

Counsel for Kentucky Utilities Company 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION SEP 2 0 2006 

In The Matter Of: 

THE APPLICATION OF KENTUCKY ) 
UTILITIES COMPANY FOR AN ORDER ) 
AUTHORIZING THE ISSUANCE OF ) CASE NO. 2 0 0 6 - 0 0  L/)q 
SECURITIES AND THE ASSUMPTION ) 
OF OBLIGATIONS 1 

APPLICATION 

Kentucky Utilities Company ("KU" or the "Company") hereby requests, pursuant to KRS 

278.300, that the Commission authorize the issuance of securities, assumption of obligations and 

entrance into all necessary agreements and other documents relating thereto as more fully 

described herein. In support of this Application, KU states as follows: 

1. The Company's full name is Kentucky Utilities Company. The post office 

address of the Company is One Quality Street, Lexington, Kentucky 40507. KU is a Kentucky and 

a Virginia corporation, a utility as defined by KRS 278.010(3)(a), and, as of June 30, 2006, 

provides retail electric service to approximately 527,000 customers in seventy-seven counties in 

Kentucky and five counties in southwest Virginia. A description of KU's properties is set out in 

Exhibit 1 to this Application. A certified copy of the Company's Articles of Incorporation was 

filed with the Commission in Case No. 2005-00471 (In the Matter of: Application of Louisville 

Gas and Electric Company and Kentucky Utilities Company for Authority to Transfer Functional 

Control of Their Transmission System) and is incorporated by reference herein pursuant to 807 

KAR 5:001, Section 8(3). 

2. This Application relates to the proposed permanent financing for a portion of the 

capital costs of pollution control facilities at the Company's Ghent Generating Station in Carroll 



County, Kentucky. These facilities are described in Exhibit 2 hereto. KU requested a Certificate 

of Public Convenience and Necessity for these facilities in Case No. 2004-00426 (In the Matter of 

the Application of Kentucky Utilities Company for a Certificate of Public Convenience and 

Necessity to Construct Flue Gas Desulfurization Systems and Approval of its 2004 Compliance 

Plan for Recovery by Environmental Surcharge). The Commission granted the requested 

Certificate by Order dated June 20,2005, in Case No. 2004-00426. 

3. On September 14, 2006 the Kentucky Private Activity Bond Allocation 

Committee awarded KU an allocation of $16,693,620 of the state ceiling for private activity bonds. 

This will allow a portion of the cost of KU's pollution control project to be financed on a tax- 

exempt basis, resulting in lower costs.' A comparison of taxable versus tax-exempt financing, as 

of the date of this Application, is attached as Exhibit 3. 

KU's allocation will expire on December 13, 2006. In order to preserve the availability 

of this lower cost financing, KU requests that the Commission process this Application as 

expeditiously as possible, and issue its Order by October 31,2006. 

4. The Company requests authority to (i) assume certain obligations under various 

agreements in an aggregate principal amount not to exceed $16,693,620 in connection with the 

proposed issuance of one or more series of Carroll County Environmental Facilities Revenue 

Bonds, to be appropriately designated (the "Pollution Control Bonds"), and (ii) issue one or more 

series of the Company's First Mortgage Bonds which the Company may use to collateralize the 

proposed Pollution Control Bonds. The Company currently does not anticipate issuing the First 

Mortgage Bonds if the Commission has approved the Company's request in Case No. 2006-00390 

' Previously, on April 28, 2006, the Kentucky Private Activity Bond Allocation Committee notified KU that it had 
received an allocation of $16,693,620 of the state ceiling for private activity bonds for KU's pollution control 
project. The Commission approved this financing (Case No. 2006-00187, Order of June 16, 2006) and KU 
subsequently issued that tax-exempt financing. Two similar allocations (for $13,266,950 each) were made to KU in 
2005, and approved by this Commission (Case No. 2005-00183, Order of June 20,2005 and Case No. 2005-00357, 
Order of October 14,2005) and those tax-exempt financings were issued as well. 



and the Company has been able to finalize the steps necessary to complete the financial 

restructuring described therein. The proceeds of the Pollution Control Bonds would be loaned to 

KU by Carroll County to provide permanent financing for a portion of the pollution control 

facilities described herein. 

In connection with the Pollution Control Bonds, KU would assume certain obligations 

under one or more loan agreements with Carroll County, Kentucky, and may enter into one or 

more guaranty agreements, bond insurance agreements and other similar undertakings 

guaranteeing repayment of all or any part of the obligations under one or more series of Pollution 

Control Bonds for the benefit of the holders of such bonds. 

5. Carroll County has the power, pursuant to the provisions of the Industrial 

Building Revenue Bond Act, Sections 103.200 to 103.285 inclusive, of the Kentucky Revised 

Statutes, to enter into the transactions contemplated by the Loan Agreement (as hereinafter 

defined) and to carry out its obligations thereunder by issuing and selling negotiable Pollution 

Control Bonds and lending the proceeds from the sale of such Pollution Control Bonds to KU to 

finance the acquisition, construction and installation of certain pollution control facilities, being 

within the corporate limits of Carroll County. 

6 .  The financing may or may not involve KU's First Mortgage Bonds (as hereinafter 

defined) issued to collateralize and secure the Pollution Control Bonds. If KU's First Mortgage 

Bonds are used the structure and documentation for the issuance of KU's First Mortgage Bonds 

and related agreements would be similar to the structure and documentation of other recent 

pollution control financings of KU approved by this Commission involving KU's First Mortgage 

Bonds. KU's First Mortgage Bonds would be issued in like amount to the Pollution Control Bonds 

and would be used to secure its payment obligations under the Pollution Control Bonds. KU 

therefore requests authority to issue one or more series of its First Mortgage Bonds, Pollution 



Control Series (collectively, the "First Mortgage Bonds") in an aggregate principal amount not to 

exceed $16,693,620. The First Mortgage Bonds would be delivered to one or more corporate 

trustees under one or more indentures of trust between Carroll County and such trustee (each a 

"Trustee") in connection with the issuance and sale by Carroll County of its Pollution Control 

Bonds. The First Mortgage Bonds would be held by the Trustees to secure the payment of the 

Pollution Control Bonds and payment by KU of all sums payable by KU as discussed below. The 

First Mortgage Bonds would be issued pursuant to one or more supplemental indentures, each of 

which would be a supplement to the Indenture of Mortgage and Deed of Trust dated May 1, 1947, 

between KU and Continental Bank, N.A., and M.J. Kruger or their successors as trustees, as 

heretofore amended and supplemented. The First Mortgage Bonds would have a maturity date 

corresponding to the Pollution Control Bonds, not to exceed 30 years from date of issuance. 

Alternatively, the First Mortgage Bonds of KU could be omitted and not used to secure the 

Pollution Control Bonds if the Commission has approved the Company's request in Case No. 

2006-00390 and the Company has been able to finalize the steps necessary to complete the 

financial restructuring described therein. In such case, the structure and documentation for the 

issuance of the Pollution Control Bonds and related agreements would be similar to that in other 

recent pollution control financings of KU approved by the Commission except that First Mortgage 

Bonds would not be used. 

7 .  The Pollution Control Bonds would be issued pursuant to one or more indentures 

(each an "Indenture"), between Carroll County and the Trustee. The proceeds Efom the sale of the 

Pollution Control Bonds would be loaned to KU pursuant to one or more loan agreements between 

Carroll County and KU (collectively the "Loan Agreement"). 

The payments to be made by KU under the Loan Agreement for one or more series of 

Pollution Control Bonds, together with other funds available for the purpose, would be required 



to be sufficient to pay the principal and interest on such Pollution Control Bonds. The Loan 

Agreement and the payments to be made by KU pursuant thereto will be assigned to the Trustee 

to secure the payment of the principal and interest on the related Pollution Control Bonds. Upon 

issuance of a series of Pollution Control Bonds, KU may issue one or more guarantees 

(collectively, the "Guarantees"), in favor of the Trustees guaranteeing repayment of all or any 

part of the obligations under such Pollution Control Bonds for the benefit of the holders of such 

Pollution Control Bonds. 

8. The Pollution Control Bonds would be sold in one or more underwritten public 

offerings, negotiated sales, or private placement transactions utilizing the proper documentation. 

The price, maturity date(s), interest rate@), and the redemption provisions and other terms and 

provisions of each series of Pollution Control Bonds (including, in the event all or a portion of the 

Pollution Control Bonds initially bear a variable rate of interest, the method for determining the 

interest rate) would be determined on the basis of negotiations between KU, Carroll County, and 

the purchasers of such bonds. However, the amount of compensation to be paid to underwriters 

for their services would not exceed two percent (2%) of the principal amount of the Pollution 

Control Bonds of each series to be sold. Based upon past experience with similar financings, KU 

estimates that bond insurance and issuance costs, excluding underwriting fees, will be 

approximately $500,000. KU expects to apply all proceeds of the Pollution Control Bonds to the 

payment of the capital costs of the financed pollution control facilities and to pay such costs of 

issuance of the Pollution Control Bonds from other funds. 

9. Because of the historical spread between long-term fixed interest rates and short- 

term rates, all or a portion of the Pollution Control Bonds may be issued initially with an interest 

rate that fluctuates on a weekly, monthly or other basis, as determined from time to time by KU, 

including issuance of auction mode Pollution Control Bonds, which may be coupled with bond 



insurance. KU would reserve the option to convert any variable rate Pollution Control Bonds at a 

later date to other interest rate modes, including a fixed rate of interest. Pollution Control Bonds 

that bear interest at a variable rate (the "Variable Rate Pollution Control Bonds") also may be 

issued subject to tender by the holders thereof for redemption or purchase. In order to provide 

hnds to pay the purchase price of such tendered Variable Rate Pollution Control Bonds, KU 

would enter into one or more Remarketing Agreements with one or more remarketing agents 

whereby the remarketing agent would use its best efforts to remarket such tendered Variable Rate 

Pollution Control Bonds to other purchasers at a price equal to the purchase price of such Variable 

Rate Pollution Control Bonds, which will be 100% of the par amount of such Variable Rate 

Pollution Control Bonds. Thus, to the extent Variable Rate Pollution Control Bonds are issued, the 

documentation will be similar to previous bonds that were issued with a variable interest rate. 

10. Also, in the event that Variable Rate Pollution Control Bonds are issued, KU may 

enter into one or more liquidity facilities (the "Current Facility") with a bank or banks to be 

selected by KU (the "Bank"). The Current Facility would be a credit agreement designed to 

provide KU with immediately available funds with which to make payments with respect to any 

Variable Rate Pollution Control Bonds that have been tendered for purchase and are not 

remarketed. The Current Facility may, but is not expected to be pledged for the payment of the 

Variable Rate Pollution Control Bonds or to constitute security thereof. The Current Facility may 

consist in whole or in part of such liquidity facilities. Pursuant to the Current Facility, KU may be 

required to execute and deliver to the Bank a note (the "Current Facility Note") evidencing KU's 

obligation to the Bank under the Current Facility. 

In order to obtain terms and conditions more favorable to KU than those provided in the 

Current Facility or to provide for additional liquidity or credit support to enhance the 

marketability of the Variable Rate Pollution Control Bonds, KU may desire to be able to replace 



the Current Facility with (or to initially use) one or more substitute liquidity support and/or credit 

support facilities (the instrument providing the liquidity support and/or credit support and any 

subsequent replacement support facility thereof, including any replacement facility which would 

replace a replacement facility, is hereinafter referred to as a "Facility") with one or more banks, 

insurance companies (including municipal bond insurance companies) or other financial 

institutions to be selected by KU from time to time (each such financial institution hereinafter 

referred to as a "Facility Provider"). A Facility may be in the nature of a letter of credit, 

revolving credit agreement, standby credit agreement, bond purchase agreement, bond insurance 

or other similar arrangement designed to provide liquidity andlor credit support for the Variable 

Rate Pollution Control Bonds. It is contemplated that, in the event the Variable Rate Pollution 

Control Bonds are converted to bear interest at a fixed rate to maturity, the Current Facility (if 

not already replaced or terminated) or, if applicable, the Facility (unless earlier terminated) may 

be terminated in whole or in part following the date of conversion of such series of Variable Rate 

Pollution Control Bonds. The estimated cost of the financing shown in section 8 does not 

include expenses incurred for entering into any Facility, however the impact on the overall cost 

of the financing would be approximately 25 basis points. Entering into a Facility would 

eliminate the need for bond insurance which was included in Section 8. 

11. In connection with any Facility, KU may enter into one or more credit or similar 

agreements ("Credit Agreements") with the Facility Provider or providers of such Facility, which 

would contain the terms of reimbursement or payment to be made by KU to the subject Facility 

Providers for amounts advanced by the Facility Providers under the particular Facility. Depending 

on the exact nature of a Facility, KU may be required to execute and deliver to the subject Facility 

Provider a promissory note (each such note hereinafter referred to as a "Facility Note") evidencing 

KU's repayment obligations to the Facility Provider under the related Credit Agreement; and the 



Trustee under the Indenture for the Variable Rate Pollution Control Bonds may be authorized, 

upon the terms set forth in such Indenture and any Credit Agreement to draw upon the Facility for 

the purpose of paying the purchase price of Variable Rate Pollution Control Bonds tendered or 

required to be tendered for purchase in accordance with the terms of the Indenture which are not 

remarketed by the remarketing agent as provided in the remarketing agreement andlor for the 

purpose of paying accrued interest on the Variable Rate Pollution Control Bonds when due and 

paying principal, whether at maturity, on redemption, acceleration or otherwise. 

12. In connection with the issuance of the Pollution Control Bonds, KU may enter 

into one or more interest rate hedging agreements (including an interest rate cap, swap, collar or 

similar agreement, collectively the "Hedging Facility") with a bank or financial institution (the 

"Counterparty"). The Hedging Facility would be an interest rate agreement designed to allow KU 

to actively manage and limit its exposure to variable interest rates or to lower its overall borrowing 

costs on any fixed rate Pollution Control Bonds. The Hedging Facility will set forth the specific 

terms for which KU will agree to pay the Counterparty payments andior fees for limiting its 

exposure to interest rates or lowering its fixed rate borrowing costs, and the other terms and 

conditions of any rights or obligations thereunder. The estimated cost of the financing does not 

include the costs of any Hedging Facility which would be determined at the time of the hedge. 

However, based on current market conditions, the cost of a 3-year hedge would be approximately 

40 basis points. 

The terms of each Facility, each Credit Agreement, each Facility Note and each Hedging 

Facility would be negotiated by KU with the respective Bank, Facility Provider or Counterparty, 

and would be the most favorable terms that can be negotiated by KU. The aggregate outstanding 

principal amount of the obligations of KU at any time under the Loan Agreements, and the 

Credit Facilities and related notes set forth in the immediately preceding sentence will not exceed 



the original aggregate principal amount of the Pollution Control Bonds (which will not exceed an 

aggregate principal amount of $16,693,620) plus accrued but unpaid interest and premium, if 

any, on such bonds. 

13. No contracts have been made for the disposition of any of the securities which 

KU proposes to issue. A redacted copy of the construction contract for the pollution control 

facilities at KU's Ghent Generating Station was filed with the Commission in Case No. 2006- 

00187. By Motion filed concurrently herewith, KU is requesting that the construction contract be 

incorporated by reference herein. 

14. Exhibit 4 to this Application contains copies of the Carroll County Fiscal Court 

Resolutions authorizing issuance of the Pollution Control Bonds, as well as a copy of the 

Memorandum of Agreement between Carroll County and KU. 

15. KU shall, as soon as reasonably practicable after the issuance of the Pollution 

Control Bonds referred to herein, file with the Commission a statement setting forth the date or 

dates of issuance of the securities, the price paid therefore, the interest rate@) (and if applicable 

their method of determination), and all fees and expenses including underwriting discounts or 

commissions or other compensation, involved in the issuance and distribution. 

16. Exhibit 5 to this Application contains the Financial Exhibit required by 807 KAR 

5:001, Section 11(2)(a) as described by 807 KAR 5:001, Section 6. It also contains information 

required by 807 KAR 5:001, Section 11(2)(b). 

17. Exhibit 6 to this Application is a certified copy of KU's Board of Directors' 

resolution authorizing these proposed Pollution Control Bond transactions in connection with the 

Company's Ghent pollution control project. 

18. Other requirements of the Commission's regulations regarding this Application, 

807 KAR 5:001, Section 11, including (l)(b) regarding the amount and kind of notes, etc. and 



(l)(c) regarding the use to be made of the proceeds, have been supplied in the extensive discussion 

above in sections 2 through 12 of this Application. 

19. In order to take advantage of the opporhmity to finance portions of its pollution 

control project with tax-exempt debt, the Company plans for the securities to be issued as quickly 

as possible. Pursuant to regulation 200 KAR 15:010, the Pollution Control Bonds must be issued 

within 90 days of the date that the Kentucky Private Activity Bond Allocation Committee made its 

allocation to KU, in other words, prior to December 13,2006. After the Commission has issued its 

Order in this case, various actions such as newspaper publications, a public hearing and final 

action by the Carroll County Fiscal Court, as well as arrangements with undenvriters and 

marketing activities must take place before the Pollution Control Bonds can be issued. Therefore, 

the Company respectfully requests that the Commission process this Application as expeditiously 

as possible both to afford the Company maximum flexibility in connection with this financing and 

to ensure that this opportunity to secure scarce Private Activity Bond allocation of the state cap is 

not lost, and further requests that the Commission issue its Order by October 31,2006. 

WHEREFORE, Kentucky Utilities Company respectfully requests that the Commission 

enter its Order, authorizing it to issue securities and to execute, deliver and perform the 

obligations of KU under the Loan Agreements and any Remarketing Agreements, and Credit 

Agreements and the various Credit and Hedging Facilities and other documents and related notes 

set forth in this Application. Kentucky Utilities Company further requests that the Order of the 

Commission specifically include provisions stating: 

1. KU is authorized to issue and deliver the new First Mortgage Bonds in one or 

more series in an aggregate principal amount not to exceed $16,693,620 as set forth in its 

application. 



2. KU is authorized to execute, deliver and perform its obligations under the loan 

agreements with Carroll County, Kentucky and under any guarantees, remarketing agreements, 

hedging agreements, auction agreements, bond insurance agreements, credit agreements and such 

other agreements and documents as set forth in its application, and to perform the transactions 

contemplated by all such agreements. 

3. The proceeds from the transactions authorized herein shall be used only for the 

lawful purposes set out in the application. 

4. KU shall agree only to such terms and prices that are consistent with the 

parameters set out in its application. 

5. KU shall, within 30 days from the date of issuance, file with the Commission a 

statement setting forth the date or dates of issuance of the securities authorized herein, the price 

paid, the interest rate or rates, and all fees and expenses, including underwriting discounts or 

commissions, or other compensation, involved in the issuance and distribution thereof. In 

addition, KU shall include a detailed explanation as to how the interest rate alternative chosen 

represents the most reasonable interest rate available at the time of issuance. The explanation shall 

include a description of the specific interest rate management techniques and interest rate 

management agreements used by KU for each issuance, as well as copies of any executed interest 

rate management agreements. If a variable rate is chosen, KU shall file a detailed description of 

the criteria to be periodically applied in determining whether the variable rate should be converted 

to a fixed rate. 



Respectfully submitted, 

John Wade Hendricks 
Stoll Keenon Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, Kentucky 40202 
(502) 333-6000 

Elizabeth Cocanougher 
John P. Fendig 
E.ON U.S. LLC 
220 West Main Street 
Louisville, KY 40202 

Counsel for Kentucky Utilities Company 



VERIFICATION 

COMMONWEALTH OF KENTUCKY 

COUNTY OF JEFFERSON 

Daniel K. Arbough being first duly sworn, deposes and says that he is Director, 
Corporate Finance and Treasurer for Kentucky Utilities Company, that he has read the foregoing 
Application and knows the contents thereo 
except as to matters which are therein st 
matters, be believes them to be true. 

I 
Subscribed and sworn before me this/& day of &oh by2006. 

My Commission Expires: ALL$ 

NOTARY PUBLIC, STATE AT LARGE 





EXHIBIT I 

KENTUCKY UTILITIES COMPANY 

A DESCRIPTION OF APPLICANT'S PROPERTY, INCLUDING A 
STATEMENT OF THE NET ORIGlXAL COST OF THE PROPERTY 

AND THE COST THEREOF TO APPLICANT 

July 3 1,2006 

The applicant owns and operates four coal fired steam electric generating stations having an 
estimated total effective capacity, with all equipment in service, of about 2,934 Mw; a 
hydroelectric generating station having an estimated total effective capability of about 24 MW; and 
seventeen gasloil peaking units having an estimated total effective capability of about 1,499 Mw. 

The applicant's owned electric transmission system includes 110 substations with a total 
capacity of approximately 16,978 Mva and approximately 4,031 miles of lines. The electric 
distribution system includes 492 substations with a total capacity of approximately 6,322 Mva, 
13,746 miles of overhead lines, and 1,704 miles of underground conduit. 

Other properties include office buildings, sewice centers, warehouses, garages, and other 
structures and equipment. 

The net original cost of the property and cost thereof to the applicant at July 3 1,2006, was: 





EXHIBIT 2 

KENTUCKY UTILKES COMPANY 

GHENT GENERATING STATION 

The Project includes components, systems and projects for the wllecfion, storage, treatment, 
processing, recycling or final disposal of solid wastes. ?fie Project facilities are located or will 
be located at one or both of the Companys Ghent h m t i n g  Station in Carroll County, 
Kentucky and may include, but are not Limited to: 

I .  Facilities for the processkg and recycling of waste calcium sulfite byproducts 
fhm flue gas desui!%kation into calcium sulfate for use as gypsum. The Project facilities 
include complete new flue gas desuiphurization facilities to serve generating stations 2,3 and 4, 
including, among other tbings, the necessary SO2 a b s o k  reaction tanks, recirculation facilities, 
oxidation air compressors and blowas, foundations and structures, 4f compressors and air 
handling equipment, dewatering system improvements, conveyors and related facilities, related 
mechanical and electrical auxiliaries, tar&, associated site improvements and related structures. 

2. Solid waste facilities additions and improvements for the wlledion and 
processing of By ash, bottom ash, landfill expansion and other industrial solid waste wllection, 
processing and disposal facilities. 

3. Project facilities which are functionally related and subordinate to proposed new 
and existing solid waste and sewage facilitiei. 

4. Such additional or substituted facilities and appurtenances, firmishings, equipment 
and rnaclhxy deemed necessary thaeto, for the disposal of solid waste or related sewage, 
which because of changes in tedmology, cost, solid waste and sewage plant processes, 
regulatory requiremeuts and the like, axe added to or substituted for tl~e Project facilities 
d e s c n i  herein. 















N2SOLUTION NO. 2 0 0 6 - 0 / 4 4  

A RESOLUTION OF TI-IE FISCAL COURT OF THE COUNTY OF CARROLL, 
KENTUCICY M N D I N G  CERTAIN PROVISIONS OF THE COUNTY'S 
RESOLUTION NO. 2005-0222 AND TI-IE MEMORANDUM OF AGREEMZNll 
ADOPTED BY RESOLUTION NO. 2005-0222 FOR TI* P W O S E  OF 
INCREASING TKE PRINCIPAL AMOUNT OF ENVIRONMENTN, FACILITIES 
REVENUE BONDS WHICH MAY BE ISSUED BY T I E  COUNTY OF CAIIROLL, 
KENTUCKY FOR THE BENEFIT OF KENTUCKY UTILITIES COMPANY FOR 
T I E  PURPOSE OF CONSTRUCTING SOLD WASTE DISPOSAL FACILITIES TO 
SERVE GHENT GENERATION STATION, UNITS 2, 3 AND 4 FROM $30,000,000 
TO $100,000,000; CONFIRMING AND C O N T m G  ALL OTIIER PROVlSIONS 
OF RESOLUTION NO. 2005-0222 AND SAID MEMORANDUM OF AGIG3EMENT 
AND T m G  OTIBR ACTIONS. 

WHEREAS, 011 February 22, 2005, the Fiscal Court of Carroll County, Kentucky adopted 
Resolution No. 2005-0222, authorizimg the County to issue Environtnental Facilities Revenue Bonds (the 
"Bonds") for the benefit ofKentucky Utilities Company up to a principal amount of $30,000,000; and 

WW,EAS, such previously authorized aklouut of Bonds will be inadequate for the purpose of 
constructing the necessary solid waste disposal facilities to serve t l~e Ghent Generating Station, Units 2, 3, 
and 4 for Kentucky Utilities Company (the "Company") and it is necessary that Resolution No. 2005- 

' 

0222 be modified and amei~ded in order to increase the authorizatio~l and issuar~ce of Bond? up to a 
principal amount of $100,000,000, in order to accomplish the fuuding of the necessary solid waste 
disposal facilities, the constniction of which will provide benefits to tbe County and its inhabitauts and 
which Bonds will be payable solely and only by loan payments to be made by the Company; 

NOW THEREFORE RE IT RESOLVED BY THJ3 FISCAL COURT OF Tf'IUE COUNTY OF 
CARROLL. KENTUCKY AS FOLLOWS: - - 

Section 1. The statemehts of fact set forth in the preambles to this. Resolution are hereby 
declared to betrue and correct in their entirety .and the sane are incorporated by reference as a part of this 
Resolution. 

Sectiou2. Resolution No. 2005-0222 is hereby modified and amended to provide that 
Enviroumental Facilities Revenue Bonds up to the increased amount of $100,000,000 may be authorized 
and issued by the County for the purpose of financing the Project, as defined and described in Resolution 
No. 2005-0222 and the Memorandum of Agreeuient, hereinafter defined. 

Section 3. All references contained in Resolution No. 2005-0222 to Botlds in the pprk~cipal 
amount of $30,000,000 are hereby modified and amended to substitute ihe ulcreased sum of 
$100,000,000 in lieu of $30,000,000. Such modifications and amendments include, but are not lunited to, 
the references set forth in Resolution No. 2005-0222 iu (i) the fourth preamble thereof and (ii) Section 1 
thereof. Additionally, references in Exhibit No. I to Resolution No. 2005-0222, being the Memorandum 
of Agreement dated Februwy 22, 2005 between the County and the Company (the "Memorandum of 
Agreement") in (i) recital (c) thereof and (ii) Section 3(a) thereof are modified and amended to change the 
sum of $30,000,000 to the increased sum of $100,000,000. 

Section 4. Except as modified and amended by this Resolution, the provisiolls of Resolution 
No. 2005-0222 and h e  Memorandum of Agreement, attached to Resolution No. 2005-0222, as Exhibit 
No. shall be and remain i i ~  full force and effect. 



Section 5. To the extent any resolution, ordinance or part thereof (except as modified and 
amended hereby) is in conflict with this Resolution, the provisions of this Resolution shall govern and 
prevail and shall be given full force and effect. 

Section 6. This Resolution shall be full force and effect from and after its adoption as -- 
provided by Law. 

CARROLL COUNTY, KENTUCKY 

ATTEST: 
County iudg%Executive 

CERTIFICATION 

The undersigned, Fiscal Court Clerkof the County of Carr~ll, Kentucky, does hereby certify that 
the foregoing is a tiue copy of a Resolution duly adopted by the Fiscal Court of the County of Carroll, 
Kentucky at a duly convened meeting of such Fiscal Court properly held on the 24th day of January, 
2006, duly enrolled aria now in full force and effect, as shown by the official records of the County in my. 
custody and under my control. 

WRNJBS my hand and seal of said County tl i i  24th day of January, 2006. 

(SEAL) 

i \ m . l r  
Fiscal Court qe rk  



RESOLUTION NO. 2005-0222 

A RJ3OLUTION OF THE FISCAL COURT OF THE COUNTY OF CARROLL, 
KENTUCKY, AUTI-IORIZING TI= EXECUTION OF A MEMORANDUM 01: 
AGREEMENT BY AND BETWEEN T I E  COUNTY AND KENTUCKY 
u-rnrrIEs COMPANY, A KENTUCKY CORPORATION, RELKTING TO THE 
ACQUISITION, CONSTRUCTION, RECONSTRUCTION AM) EQULPPING OF 
CERTAIN SOLID WASTE RECYCLING AND DISPOSAL FACII,ITIES IN TI-IE 
COUNTY, AGREEING TO UNDERTAKE TIXE ISSUANCE OF REVENUE 
BONDS AT 'IXE AI'PROPNATE TIME TO PAY THE COSTS OF ACQUIlUNG, 
CONSTRUCTING, RECONSTRUCTING AND EQUIPPING SAID FACILITIES, 
IWD TAKING OTIER PRELIMINARY ACTIONS 

WHBREAS, Kentucky Utilities Company (the "Company"), is a regulated public utility 
providing electric service to the general public and the Company owns and operates vaiious electrical 
generating facilities, including the Ghent Generating Station, in Carroll County, Keatucky (theWCountf'); 
and in fi~rttlerance of the purpose of collecting, storing, treating, prockssing, recycling and disposing o f  
solid wastes, and to comply with federal and state environmental regulations, it is essential and necessary 
that the Company design, acquire and constn~ct additional solid waste disposal facilities relating to flue 
gas desulphurization to serve the Ghent Ger~erating Station, including am611g 0 t h ~ ~ -  things, solid waste 
recyctmg and related facilities, including forced oxidation reaction processes for recycling purposes, for 
the treatment, processing, recycling and fiual disposition of solid wastes produced by the.operation of 
such sulpl~ur dioxide removal facilities at the Ghent Generating Station (collectively, the "Pcoject"); and 

WHI3REAS, as t ie  Co~upany derives substantially all of its income and revenues from electric 
user rates and charges which are paid by the general public and any reduction UI the costs to the Cotnpany 
of borrowing moneys for acquisition and construction of the Project.will inure directly to the beueEtof 
said electric consumers, includiicitizens of Carroll County, Kentucky; and 

WEREAS, the County is authotkd by KRS Sections 103.200 to 103.285, inclusive (the "Act") 
to issue its revenue bonds for h e  purpose of dehying the costs of constructing and acquiring tile Project; 
discussions have owwed between the Company and the County incident to the issuance of one or niore 
series of revenue bonds by the County for such purpose; the County has agreed with the Company to 
issue one or more series of such bonds upon compliance by the Company with certain conditions, 
requirements and obligations, and subject to the approval of the County of the terms of all agreements, 
ordinances and othier documents required incident to said bond issues; and the County has au~oiized the 
Company to proceed with (he construction and acquisition of tlle Project, subject to reitnbursanent of the 
costs of the Project %om the proceeds of such bonds, as, if and when issuad; and 

\*/HEREAS, based upon an estimate of the costs of the Project, the County proposes to issue its 
revenue bonds in one or more series in the estimated amount of $30,000,000 (the "Bonds"), such Bonds to 
be sold and delivered by the County to pay the costs of Ule Projoct, together with cosls incident to the 
authorization, sale and issuance of (he Bonds; and 



WEEAS, the County pt-oposes to enter into at the appropriate time a loan agreement or other 
fsnancing agreement with the Company with respect to the Project, whereby the Company wiU covenant 
and agree to pay amounts suffcieat to provide for the payment of principal of, premiurn, if any, and 
interest ou the Bonds, together with all hstee's and paying agent's fees in counectiou with the Bonds as 
the same become due and payable; and 

WHBREAS, it is deemed necessary aud advisable that a Memoraodum of Agreemeut between the 
County and the Gtnpany be executed setting forth the prelimiuaiy agreements of thc parties with respect 
to the wnstmction and acquisition of the Project, the issuance of one or more series of the Bonds to 
defray the costs thereof and the payments to be made by the Company with respect to the Bonds and the 
Project; 

NOW. THEREFORE, BE IT RESOLVED BY THE FISCAL COURT OF 'IXE COUNTY OF 
CARROLL. W C K Y ,  AS FOLLOWS: 

Section I .  It is hereby fouud, detamined and declared that (i) the recitals sel forth in the 
preambles to this Resolution, which are incorporated in this Section by reference, are true and corrcct; (ii) 
the total amount of money necessary to be provided by the County for the wnsbtuction and acquisition of 
the Project to be financed by the Bonds wiU be approximately $30,000,000; (iii) the Company has 
represeated that it bas sufficient fraancial resources to eonsimct and acquire the Project and to place it in 
operation and to continue to operate, maintaiti and insure the Project throughout the term of the Bond 
issue, meeting when due the obligations of the proposd Guanchg agreement; and (iv) suffcient 
safeyards will be provided by the financing agrqement to insure that all money provided by the County 
firom the proceeds of the sale of the Bondsjwill be expended by way of direct expeuditure or 
reimbursement, solely and only for the purposes of the Projet. The Project is described in general term 
in Exhibit No. 1 appended hereto and incoyomtcd hereit,. 

Section 2. It 1s llerel~y found, deteimed and ddeclared &it the wsl of constructmg and 
acquiriDg the Project will be paid out of the p r o d  of one or more series of Bonds and such 
wntributibns of the Company as may be necessary to cormplete the Project, as such Project is defined in 
the loan or other financing agreement to be executed by and between the County and the Company at the 
appropriate time pursuant to the Act; t b t  noae of the Bonds will be general obligations of the County; 
lhat neither the Bonds nor the intaest thereon shall constitute or give rise to any indebteduess of the 
County or any charge against its general credit or taxing power, but that the Bonds and the payment of 
interest thereon shall be secured and payable solely and only by a pledge of amounts to be paid by the 
Company under such loan or other financing agreement; and tbat no paxt of said costs will be payable out 
of any general funds, revenues, assets, properties or other contributions of the County. 

Section 3. In order to induce the consttuction and acquisition of the Project in the County 
with the resulLmt public benefits which will flow therefrom, it is deemed necessary and advisable that the 
Memorandum of Agreement hereinafter referred to be approved and executed for and on behalf of the 
County. h r d m g l y ,  the Memomdum of Agreement by and between the Cottqany and the County 
attached hereto as Exhibit No. 1 is hereby approved and the County ~udge/~xewtiveis hereby authorized 
and directed to execute and deliver said Memorandumof Agreement, and the Fiscal Court Clerk is hereby 
authorized and directed to attest same. 

Section 4. Because the Project will be undertaken, constructed and acquired for the purpose 
of conforming to the requirements of the Company, and inasmuch as the Company requires for its 
operalions the construction and acquisition of Project facilities which it is pdcularly and peculiarly 
equipped to plan and acquire and the Company possesses more expertise in such mattes, it is hereby 
found, determined and declared that comtmction and acquisition of the Project shodd be undertaken or 



caused to be undertaken by the Company. Accordmgly, ttte Company is hereby au$orized to formulate 
and develop plans for the construction and acquisitiou of the Project, in whole or in part, and to enter into 
such wntracts and undertakings as may be required for the construction and acquisition of the Project, in 
whole or in part. Keimbursemet~ts made to the Company after the receipt of the proceeds of the sale of 
each series of Bonds by the County s l d  be subject to approval or certification by a qualified person to be 
designated by the Coqany  as specified in the loan or other financing agreement to tie entered into by the 
County and the Company at the appropriate time pursuant to the Act. 

Section 5. No County funds shall be expended on the Project, except such-as are derived 
from Bond proceeds. 

Section 6. In adopting this Resolution, it is intended by the Fiscal Court of the County that 
this Resolution constitute the declaration of intent to reimburse expetlditures made by the Company on 
the Project Gom the proceeds of the Bonds of the Issuer within the meaning of Federal Income Tax 
Regulations Section 1.150-2. 

Section 7. To the exteut any resolution, ordbmce or part thereof is iu contlict herewith, the 
provisions of tbis Resolution shall prevail and be given effect. 

Section 8. This Resolution shall be in fuU force and effect &om and after its adoption as 
provided by law. 

INTRODUCED, SECONDED READ AND ADOPTED AT A DULY CONVENED MEETING 
OF TEE FISCAL COURT OF TXE COUNTY OF CARROLL. KENTUCKY, held on the 22d day of 
February, 2005, on the same occasion signed in open session by the County JudgdExecutive as evidence 
of his approval, attested under seal by the CIerk of the. Fiscal Court, ordered to be filed and recorded as 
required by law, and declared to be in full force and effect accordiug to law 

ukd; 
Fiscal Court Clerk 



I, the undersigned, do hereby certify that I am &e duly qudified and acting Clerk of the Fiscal 
Court of the County of Carroll, Kentucky, and as such Clerk I further certify that the foregoing is a true, 
correct and complete copy of a Resolution duly adopted by the Fiscal Court of said County at a duly 
convened meeting held on February 22, 2005, on the same occasion signed by the County 
JudgdExecutive, duly filed, recorded and indexed in my office (pumkmt to KRS 67.120(2)) and now in 
force and effect, and that all action taken in connection with such Resolution was in compliance with the 
requirements of KRS 61.810 through 61.825, all as appears @om the official records of sald Fiscal Court 
in my possessiou and undw my coutrol. 

IN WITNESS WHEREOF, I have hereunto set my hand and aFliied the seal of said County this 
22nd day of February, 2005. 



EXHIBIT NO. 1 



MEMORANDUM OF AGREEMENT 

Thus MEMORANDUM OF AGREEMENT, made and entered into this 22nd day of 
February, 2005, by and between the COUNTY OF CARROLL, E33NTUCKY (the "County"), a 

county and political subd~v~sion of the Cotimonwealth of Kentucky and !LENTUCKY 
UTILITrES COMPANY, a Kentucky and V~rginia corporation (the "Company"). - 

1. Recitals 

(a) The Company is a public utility pursuant to Chapter 278 of the Kentucky Revised 
Statutes, and is engaged in the business of generating electricity and providing electric service to 
Ute public at large. The Company owns and operates major electrical generating facilities in 
Carroll County, Kentucky, including the Ghent Generating Station, which facilities involve the 
combustion of coal, oil and natural gas. The Company's generating operations produce sulphur 
dioxide emissions and other atmospheric pollutants and contaminants, which the Company must 
abate, control, contain, neutralize and reduce in ot-der that the Company may comply with 
applicable current Federal and State laws and regulations and continue to pursue its business as a 
public utility providing electrical service to the general public. In compliance with the law, the 
Company has previously constructed and acquired and must now constnict &td acquire 
additional major sulphur dioxide removal facilities with respect to generating units 2, 3 and 4 of 
the Ghent Generating Station to control sulphur dioxide emissions and for the wllect.ion, 
recycling, treatment and ultimate disposition of solid wastes. The operation of the Cotnpany's 
sulphur dioxide removal facilities and precipitators, which benefit the public, and other plant 
operations, produce substantial quantities of solid wastes, which the Company must collect, 
store, treat, process, recycle and. dispose of, in order that the Company may contirue to pursue its 
business as a regulated public utility and continue to provide service to the public. 

) in order to efficiently beat, recycle and dispose of such solid wastes, the 
Company, based upon extensive study and analysis, has formulated a plat for the design, 
constarction, reconstruction, treatment, processing, recycling and final disposition of solid 
wastes, as described, hcludiing forced air oxidatiott and recycling of solid wastes. (collectively, 
the "Project"). 

(c) The Company lias proceeded and is proceading to develop final plans and designs 
for the acquisition, construction and installation of the solid waste disposal aitd recycling 
facilities constituting the Project, including inter alia, such necessary new sulphur dioxide 
removal facilities and any rtecessary reconstruction and modification of the existing solid waste 
disposal facilities serving the Ghent Generating Station. The Company estimates that 
acquisition, construction and installation of the Project will require the expenditure of Company 
moneys and funds aggregating approximately $30,000,000. The Project is described in general 
terms UI Exhibit No. I appended hereto and incorporated herein 



(d) As Ule Compauy is a public utility, depending upon the imposition and collectiotl 
of electric user rates and charges for revenues adequate to operate i!s facilities, amortize its 
debts, and provide a reasonable return on capital, and as such eleckic user rates and charges are 
collected &on1 all users of such services, it is in the best interests of Ute general public who bear 
the burdeii of such eleclric user rates and charges that the interest costs to the Company in 
respect of borrowing funds necessary for construction and acquisition of the Project be fixed at 
the lowest possible level. It has been determined that Uie financing of the Project in whole or in 
part by the issuance of solid waste disposal revenue bonds by the County pursuant to KRS 
Sections 103.200 to 103.285, inclusive, will result in reduction in ale uiterest costs attending the 
borrowing of money for collstructiotl and acquisition of the Project, with resulting public 
benefits. Therefore, @e Company has requested that the County issue its environmental bonds 
pursuant to KRS Sections 103.200 to 103.285, iuclusive (Ute "Bonds") t~ provide funds to 
construct and acquire the Project, as hereiu described, or any portion or portions hereof, and the 
County has agreed to issue the Bonds for the financing of the Project or any portion or portions 
thereof. The Bonds may be issued, as requested by the Comparty, for the entire Project: or any 
portion or portions thereof. 

(e) The Company covenants and represents that upon the occasion of each issuance 
of Bonds pwsuant hereto, the issuance of such Bonds will be legal and proper under the statutory 
laws of Kentucky and the Internal Revenue Code of 1986, as mended, or any successor Code. 

(@ The County is authorized by KRS 103.200 to 103.285, inclusive (the "Act"), to 
issue the Bouds and use the proceeds thereof to finany the costs of consbuctlou and acquisition 
of the Project. The Fiscal Cout  of the County has found and dele&& that the Project will 
accomplish the public purposes of the Act. The County considers that causiug the constructiorl 
and acquisition of (he Project for the Company wrU promote Ule abatement, control, containment, 
neutralmtiou, recycling, reduction and disposal of solid wastes within the County, wiil improve 
and eul~auce the environment and benefit the general public, will lower the Company's ultimate 
costs in respect of the Project, will in turn consequently reduce the costs of the Project to lhe 
public, which must ultimately bear such costs in the form of electric user rates and charges, and 
will thereby promote t l~e  g e n d  welfare of the inhabitants of Carroll County, Kentucky. 

(g) Tht? County proposes to issue the Bonds in one or more series to fmance the cost 
of the Project and desires to authorize the Company to proceed with the Project and be 
reimbursed out of the proceeds of the Bonds for any costs of the Project incured prior to the 
issuance of the Bonds. 

1 )  The County proposes to enter into, as lender, a loan agrmnetit or other financing 
agreement (the "Agreementt1) with t l~e  Cornparty, as borrower, relating to the Project and the 
Bonds, Whereby the Company will agree to d e  payments sufficient to provide for the payment 
of  the principal of and premium, if any, and iuterest on the Bonds and all other costs of the 
County incutred in connection with the Bonds and the Project. 

2. Representations and Undertakings of the Company. The Company represents, 
u n d d e s ,  covenants and agrees as follows: 



(a) The Company intends to use the Project or cause it to be used at all times during 
the term of the Agreement or tile sooner termination of the Agreement Cor the public purposes 
hereinbefore indicated and reclted; 

@) The Company will cause contracts to be entered into for, or will otherwise 
provide for, the construction and acquisition of tile Project; 

(c) Prior to or contenlporaneously with the delivery of any series of Bonds, the 
Company will enter into the Agreement with the County under the terms of whiclithe Company 
will obligate itself to undertake and complete the construction and acquisit~on of the Project and 
to pay to the Coutity amounts sufficient in the aggregate to pay the principal of, interest on, and 
premium, if any, on the Bonds, as and when the Bonds shall become due and payable, such 
Agreement to contain such other provisions as shall be agreed upon by the Couuty and the 
Company, 

(d) The Company will protect and hold 11armless the County, all members of the 
Fiscal. Court of the County and all the County's oficers, employees and agents from all expense 
and liability arising fiom or in connection with the Project and the Bonds; and 

(e) The Company will take such fiuther actions and adopt such furlher proceedings as 
may be required to implement its aforesaid und&gs or as it may deem appropriate in 
comection therewith. 

3. Undertakings of the County. Subject to the fulfillment of the several conditions 
herein stated, the County agrees as follows: 

(a) It will Gom time to time authorize or cause to be authorized the issuance and sale 
of one or more se~ies of Bonds pursuant to the terms of the Act as then in force in an aggregate 
principal amount approximating $30,000,000; 

(b) It will adopt or cause to be adopted such pmceedings and authorize the execution 
of such documents as may be necessary or acceptable to effect (i) the authorization, issuance and 
sale of the Bonds upon a negotiated basis to an entity or entities to be designated by the 
Company, (u) the construction and acquisition of the Project, and (iii) the Agreement relating to 
the Project and the Bonds, all as shall be authorized by law and upon terms which must be 
mutually satisfactory to the County and tile Company; 

(c) The aggregate payments stipulated under the Agreemeut shall be s u ~ c i e u t  ( i  

additiou to the covenants of the Company to properly maintain and inswe the Project) to pay the 
priucipal of, interest on and pxemium, if any, on all series of Borlds as and whea the same 
become due and payable; and 

(d) It will take or cause to be taken such other acts and adopt such &&her 
proceedings as may be required to implement the aforesaid undertakings as it may deem 
appropriate. 



4. General Provisiorls 

(a) All cornrmtmeuts of the County and the Compauy pursuant to this Memorandum 
of Agreement are subject to h e  condition U~at on or before three years from the date hereof (or 
such other later date as shall be rnutually satisfactory to the County and the Comnpany) the 
County and the Company shall lave agreed to mutually acceptable terms and conditions with 
respect to the Agreement and all other documents required in connection with the initial series of 
Bonds. - 

@) If the events set forth ui (a) of this paragraph do not take place within the time set 
forth, or any agreed extension thereof, and the initial series of Bonds are not issued w i t h  such 
time, all obligations of the County hereunder shall thereupon terminate upon written notice 
thereof by the County to the Company. 

(c) Th~s Mernoraudum of Agreement and the Resolution approving this 
Memorandum of Agreement constitute Ule present inteut of the County to issue the 
aforementioned Bonds at a later date. In executing and delivering this Memorandum of 
Agreement, it is intended by the Company and the County the Issuer that this Memorandum of 
Agreement and the County's related Resolution constitute declarations of intent to reimburse 
expenditures made by the Company on the Project from the proceeds of the Bonds of the County 
within the meaning of Federal Inwme Tax Regulations Section 1.150-2 

(the remainder of this page left blank intentionally) 



IN WKNESS  OF, the parties hereto have entered into this Manoraaduru of 
Agreement by their officers thereunto, in accordance with the laws of Kentucky and Section 
1.150-2 of tlle Code and Treasury Regulations thereunder, being duly authorized on Uie day and 
year first above written 

COUNTY OF CARROLL, KENTUCKY 

(SEAL) 

County JudgeIExecutive 
ATTEST: 

Fiscal Court Clerk 

KENTUCKY UTILEIES COMPANY 

(SEAL) 

Treasurer / 



EXI-IIBIT NO. 1 

MEMORANDUM OF AGREEMENT 

BY AND BETWEEN 

TI-IB COUNTY OF CARROLL. KENTUCKY 

KENTUCKY UTILITIES COWANY 

GHENT GENERATING STATION 

The Project includes camponeuts, systems and projects for the wUection, storage, treatmenllt, 
processing, recycling or final disposal of solid wastes. The Project facilities are located or will 
be located at one or both of the Company's Ghent Generating Station in Carroll County, 
Kentucky and may include, but are not limited to: 

1. Facilities for the processing and recycling of waste calcium sulfite byproducts 
from flue gas desuifurization iuto calcium sulfate for use as gypsum. The Project facil~ties 
include complete new flue gas desulpliurization facilities to serve generating stations 2, 3 and 4, 
including, among otlier things, the necessary SOz absorber reaction tanks, recirculation facilities, 
oxidation air compressor; and blowers, foundations and structures, air compressors and air 
handkg equipment, dewatering system improvements, conveyors and related facilities, related 
mechanical and electrical auxiliaries, tanks, associated site improven~euts and related sbuctures. 

2. Solid waste facilities additions and improvements for the wllection and 
processing of fly ash, bottom ash, landfill expamion and otller industrial solid waste collection, 
processiug and disposal fa&ities. 

3. Project facilities wluch are fimctionally related and subordiiate to proposed new 
and existiug solid waste and sewage facilities. 

4. Such additional or substituted facilities and appurtenances, fUmishings, equipmait 
and machinery deemed necessary thereto, for the disposal of solid waste or related sewage, 
which because of changes in technology, cost, solid waste and sewage plant processes, 
regulatory rcquire~nents and the like, are added to or substituted for the Project facilities 
descnied herein. 





KENTUCKY UTILITIES COMPANY 

FNANCIAL EXHIBIT 

(1) Amount and kinds of stock authorized. 

80,000,000 shares of Common Stock, without par value. 
5,300,000 shares of Cumulative Preferred Stock, without par value. 

(2) Amount and kinds of stock issued and outstanding. 

Coinmon Stock: 
37,817,878 shares issued and outstanding. 

(3) Tenns of preference of preferred stock whether cumulative or participating, or on 
dividends or assets otherwise. 

None 

(4) Brief description of each mortgage on property of applicant, giving date of execution name of 
mortgagor, name of mortgagee, or trustee, amount of indebtedness authorized to be secured 
thereby, and the amount of the indebtedness actually secured, together with any sinking fund 
provisions. 

Mortgage indenture dated May 1, 1947, executed by and between the Company and U.S. Bank 
National Association (the "Trustee") and Richard Prokosch, as trustees and amended by the 
several indentures supplemental thereto. As of July 3 1,2006, the amount of indebtedness 
secured thereby was $342,257,520. The indenture does not fix an overall limitation on the 
aggregate principal amount of bonds of all series that may be issued or outstanding thereunder. 
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( 5 )  Amount o f  bonds authorized, and amount issued giving the name o f  the public utility which 
issued the same, describing each class separately, and giving date o f  issue, face value, rate o f  
interest, date o f  maturity and how secured, together with an amount o f  interest paid thereon 
during the last fiscal year. 

First Mortgage Bonds authorized and issued by Kentucky Utilities Company at July 3 1,2006, 
secured by a first mortgage lien, subject only to permitted encumbrances, on all or substantially 
all the permanent fixed properties, other than excluded property, owned by the Company: 

Interest 
Principal Amount Expense 

Date of  Date o f  Rate of  Outstanding at Year Ended 
Series Issue Maturity Interest Authorized July 3 1,2006 July 3 1,2006 

P 05115192 05/15/07 7.92% $ 53,000,000 $ 53,000,000 $ 4,197,600 
S 01/15/96 01/15/06 5.99% 36,000,000 - 988,350 

Pollution Control Bonds 

Interest rate swap 

Long term debt mark to market 

Total 

Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
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(6) Each note outstanding, giving date of issue, amount, date of maturity, rate of interest in whose 
favor, together with amount of interest during the last 12-month period. 

Rate of Date of Year Ended 
Payee Date of Issue Amount Interest Maturity July 3 1, 2006 

Fidelia Corp. 
Fidelia Corp. 
Fidelia Corp. 
Fidelia Corp. 
Fidelia Corp. 
Fidelia Corp. 
Fidelia Cop .  
Fidelia Corp. 

(7) Other indebtedness, giving same by classes and describing security, if any with a brief 
statement of the devolution or assumption of any portion of such indebtedness upon or by 
person or corporation if the original liability has been transferred, together with amount of 
interest paid thereon during the last fiscal year. 

None, other than current and accrued liabilities 

(8) Rate and amount of dividends paid during the five previous fiscal years, and amount of capital 
stock on which dividends were paid. (1) 

Dividends on Common Stock, without par value 

(1) As of May 1998, the 37,817,878 shares are all owned by E.ON U.S. LLC and all dividends 
declared by KU's Board of Directors are paid to E.ON U.S. LLC. 
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Dividends on 4 314% Cumulative Preferred Stock 

For each of the quarters in the previous five fiscal years, the Company declared and paid 
dividends of $1.1875 per share on the 200,000 outstanding shares of 4 314% Cumulative 
Preferred Stock, $100 stated value, for a total of $237,500 per quarter. On an annual basis the 
dividend amounted to $4.75 per share, or $950,000. This series of preferred stock was 
redeemed on October 24,2005. 

Dividends on 6.53% Cumulative Preferred Stock 

For each of the quarters in the previous five fiscal years, the Company declared and paid 
dividends of $1.6325 per share on the 200,000 outstanding shares of 6.53% Cumulative 
Preferred Stock, $100 stated value, for a total of $326,500 per quarter. On an annual basis the 
dividend amounted to $6.53 per share, or $1,306,000. This series of prefeired stock was 
redeemed on 0ctober 24,2005. 

(9) Detailed Income Statement and Balance Sheet 

Monthly Financial and Operating Reports are filed each month with the Commission. Our most 
recent mailing covered financial statements for periods through July 31,2006. Attached are 
detailed Statements of Income, Balance sheets and Retained Earnings for the Company for the 
period ending July 3 1,2006. 
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KENTUCKY UTILITIES COMPANY 

The 2005 Form 10-K Annual Report pursuant to section 13 or 15(d) of the Securities Exchange 
Act of 1934 (combined fonn 10-K, separately filed by Louisville Gas and Electric Company and 
Kentucky Utilities Company) contains Statements of Income, Balance Sheets, Statements of 
Retained Earnings, Statements of Cash Flows, Statements of Capitalization, Statements of Other 
Comprehensive Income, Management's Discussions and Analysis of Financial Condition and 
Results of Operation, and Notes to Financial Statements, for Louisville Gas and Electric Company 
("LG&EN) and Kentucky Utilities Company ("KU"). The Annual Report, the FERC Form 1, and 
subsequent monthly reports of KU have been previously filed with the Commission. 

We have also attached the succeeding three pages, detailed Statements of Income, Balance 
Sheets, and Statements of Retained Earnings for KU for the period ending July 31,2006. 



KENTUCKY UTILITIES COMPAXY 
STATEMENT OF INCOME 

JULY 31.2006 

YEAR ENDED CURRENT MONTI 

THIS YEAR 
AMOUNT 

~ lecu i c  operaiing ~evenues ............................... 1,236,813,981.89 
Rare Refunds ................................................ 

Total Operating Revenues 1,236,813,981.89 .................................. 

Operating Expenses 

Regulatory Credits ........................................ 
Taxes 

Deferred state income - Ne , 
Federai Income . Ertimared ............................. 
Stare Income - Estimated .................................... 

Accretion Expenre ........................................ 

Totai Operating Expenses .......................... 

Net Operating Income ................................ 

Other Income Lerr Deductions 
Other Income Lers Deductions ......................... 
AFUDC - Equity ........................................ 

Income B e f m  Interest Charger ...................... 

Interest an Long Term Debt ................................... 
~ m o n i r a i ~ ~ f  oebt sxpense- Ner ..................... 
Other Interest Expenses ....................................... 

.............................. AFUDC . B m v e d  Funds 

Total Int-i Charges ....................................... 

Net lnc Before Cumuiative Effect of Accrg Chg---- 

Cvmulative Effect of Accounting Chg Net of Tar.... 

Net Income ..................................... 

-........ ........... Preferred Dividend Requirements .-- .--- 

Earnings Available far Common ........................... 



KENTUCKY UTILITIES COMPANY 
BALANCE SHEET AS OF JULY 31.2006 

ASSETS AND OTHER DEBITS THIS YEAR 

Utility Plant 
.............................. Utility Plant at Original Cost 3.983.962.719.49 

.... Lerr Reserves for Depreciation & Amortization 1.828.745.080.75 

Total ............................................................... 2.155.217.638.74 

Investments . At Cast 
Ohio Valley Electric Comaration ...................... 250. 000.00 
Nonufility Propeny-Lern Reserve ....................... 895.517.34 

................. Investments in Subsidiari Companies 17.200.526.80 
Special Funds .......................... .. ..................... 5,945,293.92 
Other ................................................................ 426.140.00 

Total ........................... ... ......................... 24.717.478.06 

Cuneni and Accrued Asses 
7,197,558.94 

25,170.124.38 
2,027.67 

...................... Aeeountr Recrivable-Leis Reserve 120.255.008.24 
Notes Receivable from Assoc . Companies .............. 

........ Aecovnts Receivable from A~soc  Companies 20.696.009.79 
Materials & Su lies-At Average Cost 

68,439,931.50 
25,816,999.89 

6,172,971.19 
Allowance love 3.286.493.48 

3,235,973.95 
............ Mixellaneous Current & Accrued Assets 514.883.26 

Deferred Debits and Other 
Unamortized Debt Expense ................................. 5.295.936.74 
Unamortized Loss on Bonds .............. ... .......... 10.595.947.03 
Accumulated Defened Income Taxes ................... 53.093.812.32 
Deferred Regulatory Asrets .............................. 31.143.813.92 
Other Deferred Debits ........................................ 84.115.998.17 

LIABILITIES AND OTHER CREDITS THIS YEAR 

Capitalization 
Common Stock ................................................... 308.139.977.56 
Common Stock Expense ...................................... (321.288.87) 
Paid-in Capital ............................................ 15.000.000.00 
Other Comorehennive Ineame .......................... (19.336.790.74) 

............................... .. Total Common Equiiy 1.098.262.538.18 

Prefemd Srock ................................................ 

Fint Mortgage Bonds .......................................... 289.257.520.00 
Other Long-Term Debt .............................. ..... 
LTNoren Payable to Associated Companies .......... 433.000.000.00 

.................... Long-Term Debt Marked to Market 751.540.00 

Total Long-Term Debt .................................... 723,009,060.00 

............ ..................... Total Capitalization 1.821.271.598.18 

Cumnt and Accrued Liabilities 
Advances from Associated Companies ................ 
Long-Term Debt Due in 1 Year .......................... 53.000.000.00 

Dividends Decl 
MBc . Curcent & 

Defemd Credits aod Other 
AccumulatedDefemd Income Taxer .................... 330.266.506.20 
Invesrment Tax Credit 1,474,555.32 ......................................... 
Regulatory Liabilities ........................................ 31.087.175.21 
Curtomer Advances for Consmetian .................... 1.423.238.48 
Asset Retinment Obligations ............ .... ...... 27.818.123.79 
Other Defened Credie ........................................ 21.245.435.64 
M i ~ c  . Long.Term Liabilities ................................ 31.942.186.76 
Aceum Provision for Port-Retirement Benefits ...... 67.340.148.40 

184,245,508.18 
Total ........................................... 

........................... .................... Total Asses and Other Debits 2.644.968.607.27 Total Liabiiitier and OtheiCrediu ... 2.644.968.607.27 



KENTUCKY UTILITIES COMPANY 
ANALYSIS OF RETAINED EARNINGS 

JULY 31,2006 

Year Ended Current Month 
Total 

Retained Earnings and 
Undistributed Earnings 

Retained 
Earnings 

Balance Beginning of Period.. ............... 660,331,603.19 
Net Income To Date.. ......................... 120,674,274.74 
Adjust for Equity in Subsidiary 

Earnings for Year 
-EE Inc ..................................... (13,931,190.80) 

Dividends Rec'd Current Year 
-EE Inc.. ................................... 13,750,000.00 

Preferred Stock Dividends.. .................. (708,136.38) 
Common Stock Dividends.. ................... (10,000,000.00) 
Preferred Stock Redemption Exp. ........... (1,113,389.15) 

Balance End of Period.. ........................ 769,003,161.60 
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KENTUCKY UTILITIES COMPANY 

The Applicant's Indenture of Mortgage or Deed of Trust dated May 1, 1947, as 
heretofore amended, securing Applicant's outstanding First Mortgage Bonds has heretofore 
been filed with the Commission. The most recent Supplemental Indenture, dated July 1, 
2006, is on file with the Commission in Case No. 2006-00187 (In the Matter of: Application 
of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities and the 
Assumption of Obligations). 





SECRETARY'S CERTIFICATE 

I, John R. McCall, certify that I am Executive Vice President, General Counsel and 
Corporate Secretary of Kentucky Utilities Company, a Kentucky corporation, (the "Company"); 
that I am one of the officers of the Company authorized to make certified copies of the corporate 
records; and as Corporatc Secretary, I have access to all original records of the Companies. I do 
hereby certify that attached hereto are resolutions of the Board of Directors of the Company 
adopted by unanimous written consent in lieu of a meeting dated September 15, 2006, and that 
the same are in full force and effect as of the date hereof. 

IN WITNESS WHEREOF, I have signed this Certificate this 
2006. 

Corporate Secretary 



ACTION OF THE BOARD OF DIRECTORS 
OF 

KENTUCKY UTILITIES COMPANY 
TAKEN BY WRllTEN CONSENT 

September 15,2006 

ISSUANCE OF CERTAIN TAX-EXEMPT REVENUE BONDS 

WHEREAS, the Company has expended or will expend funds to acquire and 
construct certain pollution control facilities (the "Project") at its Ghent generating 
station in Carroll County, Kentucky; and 

WHEREAS, the Commonwealth of Kentucky is expected to grant a portion of the 
state's allocation for the issuance of private activity bonds to the County of 
Carroll. Kentucky (the "Issuer") for the benefit of the Company in connection with 
the financing of the Project not to exceed $16,693,620 principal amount of tax 
exempt pollution control bonds (the "Environmental Facilities Bonds" as defined 
below) to fund, or reimburse the Company for funds already expended for, a 
portion of its expenditures relating to the Project; and 

WHEREAS, following receipt of such allocation from the Commonwealth of 
Kentucky, the Company will have only 90 days to complete the issuance of such 
Environmental Facilities Bonds, and that it is appropriate and in the best interests 
of the Company that action be taken at this time to authorize such an undertaking 
and facilitate the offering of such Environmental Facilities Bonds; and 

WHEREAS, it is noted that the Company has recently completed three similar 
tax-exempt bond financing transactions also related to its on-going Ghent flue 
gas desulphurization project during July and November 2005 and July 2006, 
which transactions were approved by this Board of Directors; and 

WHEREAS, in connection with the issuance of the Environmental Facilities Bonds. the 
Company may secure its payment obligations under one or more loan agreements with 
the Issuer and may further include the purchasing of bond insurance or, if the Release 
Date with respect to the Company's first mortgage bonds has not occurred, first 
mortgage bonds of the Company; and 

WHEREAS, it has been determined that it is in the best interests of the Company that a 
committee be established so that, if deemed advisable in connection with the issuance 
of the Environmental Facilities Bonds, first mortgage bonds may be issued by the 
Company during intervals between meetings of the Board of Directors. 

NOW, THEREFORE, BE IT RESOLVED, by the Board of Directors of the 
Company as follows: 

(a) That the Chief Executive Officer, the President, the Chief Financial 
Officer, any Vice President, Treasurer, or any other officer of the 
Company be, and each of them hereby is, authorized and directed to 



cause the preparation of, and to approve, the following documents in 
connection with the issuance of all or a portion of the Environmental 
Facilities Bonds referred to above: (i) a loan agreement or loan 
agreements to be entered into between the Company and the lssuer 
whereby such lssuer will issue one or more series of its Environmental 
Facilities Revenue Bonds (cotlectivety, the "Environmental Facilities 
Bonds") and loan the proceeds to the Company to acquire and construct 
the Project and pursuant to which the Company will be obligated to make 
loan payments sufficient to pay the principal of, premium, if any, and 
interest on such Environmental Facilities Bonds to be issued by such 
Issuer, and any related expenses, (ii) one or more guaranties from the 
Company in favor of a trustee or trustees chosen or appointed by such 
officers of the Company (the "Trustee") for the benefit of the holders of 
the Environmental Facilities Bonds guaranteeing repayment of all or any 
part of the obligations under such Environmental Facilities Bonds. (iii) 
such contracts of purchase, underwriting agreements or similar contracts 
or agreements with the lssuer and with other appropriate parties relating 
to the issuance of the Environmental Facilities Bonds, (iv) a preliminary 
official statement or preliminary official statements and a final official 
statement or final official statements which will describe the Company, the 
Issuer, the Project, the Environmental Facilities Bonds, the loan 
agreements. and indentures of trust pursuant to which such 
Environmental Facilities Bonds are to be issued, and which will be used 
by the underwriter or underwriters chosen by such officers of the 
Company (the "Underwriters") in connection with the sale of such 
Environmental Facilities Bonds to the public, (v) such reimbursement 
agreements, remarketing agreements, auction agreements, broker-dealer 
agreements, credit agreements, bond insurance documents or 
agreements or other similar documents or agreements as may be 
reasonably required, in the event the Environmental Facilities Bonds, or 
any of them, are issued as variable rate demand or similar instruments, in 
the discretion of such officers, (vi) one or more Notes which the Company 
may issue to secure the transaction, and (vii) such other related 
documents, forms, certificates or agreements as shall be necessary or 
appropriate to effectuate such financing. 



(b) That, subject to receipt of the allocation from the Commonwealth of 
Kentucky, the Chief Executive Officer, the President, the Chief Financial 
Officer, any Vice President, Treasurer, or any other officer of the 
Company be, and each of them hereby is, authorized and empowered (i) 
to execute and file, or cause to be filed, on behalf of the Company such 
applications or petitions with any federal, state, or local commission, 
court, agency or body having jurisdiction as may be required to obtain any 
approvals, consents, orders or rulings as such officers or counsel for the 
Company may deem to be necessary or desirable in connection with the 
Company's participation in such financing and the transactions and 
documents contemplated thereby, and (ii) to execute and deliver or file 
such amendments or supplements to said applications or petitions as 
may be required by law or as may be deemed to be proper or appropriate 
in their judgment or in the judgment of counsel for the Company in 
connection with the foregoing. 

(c) That, subject to the receipt of the allocation from the Commonwealth of 
Kentucky and the receipt of all other necessary regulatory approvals, the 
Company shall borrow the sum of not to exceed $16,693,620 from the 
Issuer, in accordance with the terms of the loan agreement or loan 
agreements, and the proceeds of such borrowings shall be used by the 
Company for qualifying expenditures or to reimburse the Company for 
funds already expended on qualifying expenditures on the Project and for 
such other purposes, if any, as may be provided in any of the agreements 
and documents required to be executed and delivered in connection with 
the issuance of the Environmental Facilities Bonds. 

(d) That, subject to receipt of the allocation from the Commonwealth of 
Kentucky and the receipt of all other necessary regulatory approvals, the 
Chief Executive Officer, the President, the Chief Financial Officer, any 
Vice President, Treasurer or any other officer of the Company be, and 
each of them hereby is, authorized to approve offers for the purchase 
from the County of Carroll, Kentucky, of not to exceed $16,693,620 
principal amount of Environmental Facilities Bonds. Such purchases may 
be through negotiation, competitive bidding, or private placement 
transaction, as determined to be reasonable. The proceeds will be 
loaned to the Company, at such purchase prices, which shall be not less 
than the principal amount thereof plus accrued interest from the date of 
such Environmental Facilities Bonds to the date of closing, and at such 
interest rate or rates, as determined to be reasonable. 

(e) That, subject to receipt of the allocation from the Commonwealth of 
Kentucky and the receipt of all other necessary regulatory approvals, the 
appropriate officers of the Company be, and each of them hereby is. 
authorized to execute, on behalf of the Company, one or more loan 
agreements with the County of Carroll, Kentucky, providing for the loan to 
the Company of the proceeds of not to exceed $16,693,620 principal 
amount of Environmental Facilities Bonds, each in accordance with the 
terms and provisions thereof. 

(f) That, subject to receipt of the allocation from the Commonwealth of 



Kentucky and the receipt of all other necessary regulatory approvals, the 
appropriate officers of the Company be, and each of them, hereby is 
authorized to execute, on behalf of the Company, one or more guaranties 
in favor of the Trustee for the benefit of the holders of the Environmental 
Facilities Bonds guaranteeing the payment of all or any part of the 
obligations under such Environmental Facilities Bonds. 

(g) That, subject to receipt of the allocation from the Commonwealth of 
Kentucky and the receipt of all other necessary regulatory approvals, the 
appropriate officers of the Company be, and each of them hereby is, 
authorized to execute, on behalf of the Company, one or more contracts 
of purchase, underwriting agreements or similar contracts or agreements 
with the County of Carroll, Kentucky and other appropriate parties relating 
to the sale of not to exceed $16,693,620 principal amount of 
Environmental Facilities Bonds. 

(h) That, subject to receipt of the allocation from the Commonwealth of 
Kentucky and the receipt of all other necessary regulatory approvals, the 
officers of the Company be, and each of them hereby is, authorized by 
and on behalf of the Company, to negotiate and enter into one or more 
bond insurance or similar agreements with a bond insurer to be selected 
by the Chief Executive Officer, the President, Chief Financial Officer. any 
Vice President or the Treasurer, each in substantially the form presented 
to and approved by any such officer with such changes thereto as the 
officer executing each of such documents shall deem necessary or 
advisable, the execution of such documents thereby to conclusively 
evidence such officer's approval and the approval of this Board of 
Directors. 

(i) That in the event all or a portion of the Environmental Facilities Bonds 
bear a variable rate of interest, the appropriate officers of the Company 
be, and each of them hereby is, authorized to execute on behalf of the 
Company one or more remarketing agreements, auction agreements, 
reimbursement agreements or similar agreements with appropriate 
parties providing for the remarketing of such Environmental Facilities 
Bonds, a credit agreement or credit agreements or similar agreements 
and any promissory notes to be issued pursuant to such agreements for 
the purpose of providing a source of funds upon tender of such bonds, 
and any other agreements in order to consummate the transactions 
contemplated by the loan agreement or loan agreements. 

(j) That the appropriate officers of the Company be, and each of them 
hereby is, authorized to execute on behalf of the Company: (i) one or 
more interest rate swap, collar, or cap agreements or similar agreements 
with one or more underwriters, banks or other financial institutions 
providing for the hedging of the interest rate on the Environmental 
Facilities Bonds and (ii) any other agreement, document or instrument 
that may be necessary or appropriate in connection with any such 
transaction. 



(k) That the officers of the Company be, and each of them hereby is, 
authorized in the name and on behalf of the Company and under its 
corporate seal or otherwise, to take or cause to be taken all such further 
actions and to execute and deliver or cause to be executed and delivered 
all such further documents, bond insurance documents or agreements, 
certificates and agreements (including without limitation, instruments 
authorizing or consenting to amendment, modifications or waivers to any 
of the agreements or disclosure documents executed in connection with 
the issuance, execution and delivery of the notes or bonds, and the 
execution and delivery of the bond insurance documents or agreements) 
as such persons may deem necessary, advisable or appropriate in 
connection with the transactions contemplated thereby and hereby, and 
to incur all such fees and expenses as shall be necessary, advisable or 
appropriate in their judgment in order to carry into effect the purpose and 
intent of any and all of these resolutions. 

(I) That the Chief Executive Officer, the President, Chief Financial Officer, 
any Vice President, Treasurer or any other officer of the Company be and 
they are hereby authorized and empowered to take all steps or actions, 
and to execute and deliver any other documents, certificates or other 
instruments, deemed necessary, proper or appropriate in their judgment 
or in the judgment of counsel for the Company in connection with the 
financing referred to above and to carry out the purposes of these 
resolutions. 

(m) That, a Mortgage Committee ("Committee") be, and it hereby is, created 
in the place and stead of the Board, to determine whether first mortgage 
bonds of the Company should be issued to further secure the 
Environmental Facilities Bonds and to adopt any necessary resolutions 
pertaining to the issuance of such first mortgage bonds, including, without 
limiting the scope of the authority conferred by these resolutions: (a) the 
execution and delivery by officers of trust indentures, including 
supplemental trust indentures, for and on behalf of the Company; (b) the 
execution, authentication, and delivery of first mortgage bonds; (c) the 
creation of one or more series of such first mortgage bonds and the 
designation and other terms of such first mortgage bonds, including the 
maturity date or dates, interest rate or rates, redemption provisions and 
(d) the execution by officers of any and all instruments, payment of any 
and all taxes and performance of each and every act and thing which may 
be necessary or required by the Company's first mortgage indenture or 
supplemental indenture or as may be advisable in the judgment of the 
Committee to effectuate the purposes and intentions of these resolutions; 
provided, however, that such Committee shall not adopt any resolutions 
contrary to these resolutions. 

(n) That the initial members of said Mortgage Committee shall consist of: 
Victor A. Staffieri, John R. McCall and S. Bradford Rives and that a 
majority of such members shall constitute a quorum for the purpose of 
any action by such Committee. 



(0) That Daniel K. Arbough is hereby appointed as "Company 
Representative" and S. Bradford Rives and Paul W. Thompson are 
hereby appointed as "Alternate Company Representatives." respectively, 
under the provisions of the indentures and the loan agreements. The 
President and any Vice President, the Chief Financial Officer or the 
Treasurer of the Company are authorized to appoint from time to time 
other persons (who may be employees of the Company) to act as 
"Company Representative" or "Alternate Company Representative" under 
the indentures and the loan agreements. 

(p) That any acts of the officers of this Company, which acts would have 
been authorized by the foregoing resolutions except that such acts were 
taken prior to the adoption of such resolutions, are hereby severally 
ratified, confirmed, approved and adopted as acts in the name of and on 
behalf of this Company. 

(q) That the Board of Directors does hereby adopt, as if fully set out herein. 
the form of any resolutions with respect to the Environmental Facilities 
Bonds as may be required by the Underwriters, and any other entities 
requiring such resolutions to effect the intent of these resolutions. 

(r) That each of the Chief Executive Officer, President. Chief Financial 
Officer, any Vice President, the Treasurer, the Secretary or any Assistant 
Secretary of the Company be, and hereby is, authorized and directed to 
take any and all further action to see that the intent of the above 
resolutions are carried forth. 


