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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

AECEIVED

06
In the Matter of: oCt 13 w (=)
 SERVIC
PUCBOL‘\\I\N\\SS\ON
THE APPLICATION OF LOUISVILLE GAS )
AND ELECTRIC COMPANY FOR AN ) o
ORDER AUTHORIZING THE ISSUANCE ) Case No. 2006 5SS
OF SECURITIES AND THE ASSUMPTION )
OF OBLIGATIONS )
APPLICATION

Louisville Gas and Electric Company (“LG&E” 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.

The Company incurs filing costs and dedicates significant labor time to
complying with the restrictive requirements of its Trust Indenture dated November 1,
1949 (the “Company Indenture”), which imposes numerous operational and
administrative burdens on the Company. Additionally, on account of both debt secured
under the Company Indenture and the Company’s outstanding preferred stock, LG&E is
subject to extensive filing and reporting requirements and sustains ongoing administrative
costs attributable to the preparation of reports and external legal, accounting and printing
costs associated with the reporting requirements of the Securities Exchange Act of 1934
and the Sarbanes-Oxley Act of 2002. Beginning January 1, 2007, when LG&E becomes

subject to certain additional reporting requirements relating to Section 404 of the



Sarbanes-Oxley Act, the Company will incur further costs to issue secured forms of debt
and to maintain its publicly held preferred stock.

In recent years, LG&E’s external debt documentation has included provisions that
provide for the release of the security which collateralizes all outstanding first mortgage
and tax-exempt pollution control bond issues upon repayment, redemption or refinancing
of the first mortgage bonds, thereby rendering these recently issued bonds unsecured.
The necessary steps for LG&E to reduce its administrative costs associated with the
extensive filing requirements are the subject of this Application.

LG&E requests authority to issue new, unsecured tax-exempt pollution control
debt in order to refund three series of secured, tax-exempt pollution control debt. This
will allow for the release of the first mortgage lien as to all outstanding LG&E secured
debt instruments and subsequent termination of the Company Indenture which will give
LG&E operational flexibility due to the elimination of the lien of the Company Indenture
on the Company’s assets.! In addition, LG&E requests authority to obtain long-term
unsecured debt financing from an affiliate within the E.ON AG (“E.ON”) holding
company system in order to redeem three series of outstanding preferred stock. In turn,

LG&E will realize cost savings for lower external accounting and legal fees and for

! LG&E is not alone in seeking to reduce or eliminate its secured debt. In addition to a similar application
filed recently by LG&E’s sister utility, Kentucky Utilities Company (Case No. 2006-00390), a number of
other utilities have moved in this direction, including AEP Texas Central, AEP Texas North, Dominion
Resources, Pacific Gas & Electric, Oklahoma Gas & Electric, Southwestern Public Service and the
Southern Companies (Alabama Power, Georgia Power, Gulf Power and Mississippi Power). A number of
operating companies have also de-registered with the SEC and are reported on a consolidated basis with
their parent company: NYSE&G and Central Maine Power (subsidiaries of Energy East Corporation),
Orange & Rockland Utilities (subsidiary of Consolidated Edison), West Penn Power and Potomac Edison
(subsidiaries of Allegheny Energy), Southern Indiana Gas and Electric (subsidiary of Vectren Corp.),
Madison Gas & Electric (subsidiary of MGE Energy), Massachusetts Electric and Narrangensett Electric
(subsidiaries of National Grid) and Brooklyn Union Gas (subsidiary of KeySpan Corp.).



administrative cost savings on an ongoing basis. As discussed below, these administrative
savings are expected to more than offset the slightly higher interest rate associated with
the new unsecured debt. In addition, the new debt replacing a majority of the preferred
shares will have a lower after-tax cost than the existing preferred stock. In support of this
Application, LG&E states as follows:
I. Applicant

1. The Company’s full name is Louisville Gas and Electric Company. The post
office address of the Company is 220 West Main Street, Louisville, Kentucky 40202.
LG&E is a Kentucky corporation, a utility as defined by KRS 278.010(3)(a), and (b), and
as of June 30, 2006, provides retail electric service to approximately 398,000 customers
and retail gas service to approximately 323,000 customers in seventeen counties in
Kentucky. A description of LG&E’s properties is set out in Exhibit 1 to this Application.

2. 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).

I1. Financing for Potential Redemption of Preferred Stock

3. EON US. LLC (“E.ON US”) is an indirect subsidiary of E.ON. The
Company is a wholly owned subsidiary of E.ON US. E.ON US Holding GmbH, is also a
subsidiary of E.ON. Fidelia Corporation (“Fidelia”), a finance company subsidiary
organized in Delaware, is a subsidiary of E.ON US Holding GmbH. Fidelia lends money

to companies in the E.ON Holding Company System, and upon request of the Company



will lend money to the Company as set out in this Application. The Commission has
previously approved long-term debt financing between LG&E and Fidelia. See Case No.
2003-00300, Order of September 22, 2003, Case No. 2003-00058, Orders of April 14,
2003 and April 30, 2003.

Although the Company is requesting authority for intercompany financing
sufficient to fund the redemption in its entirety, it currently anticipates using proceeds
from the loan from Fidelia to fund approximately 90% of the costs of redeeming the three
outstanding series of LG&E’s preferred stock - LG&E’s 5% Cumulative Preferred,
LG&E’s $5.875 Cumulative Preferred, and LG&E’s Preferred Stock, Auction Series A
(all of the preceding, collectively, the “Preferred Stock™). The remaining, approximately
10%, may be funded from an increase in the common equity for the Company, likely
realized by reducing a future common stock dividend payment. To the extent that
common equity is increased, a corresponding portion of the financing authority from
Fidelia would not be used. A copy of the redemption provisions with respect to all the
Preferred Stock is attached as Exhibit 2.

4. LG&E’s 5% Cumulative Preferred Stock (the “5% Preferred”) was initially
authorized by this Commission by Order dated 28, 1941 in Case No. 942. Currently,
there are 860,287 shares of 5% Preferred outstanding. In 1941, 780,792 shares of the 5%
Preferred were issued for the purpose of redeeming those shares of the Company’s 7%
Cumulative Preferred Stock and 6% Cumulative Preferred Stock not exchanged pursuant
to an exchange offer, excluding the shares of such stock exchanged by the Company’s
immediate parent company for Common Stock. In addition, in 1956, the Company

completed an exchange transaction which converted 20,000 shares of a separate series of



5% preferred stock having a different par value into 80,000 shares of the 5% Preferred at
a 1 to 4 exchange ratio. Thereafter, the Company redeemed any remaining unexchanged
shares of the prior converted stock and, presumably, cancelled any remaining
unnecessary shares of the 5% Preferred. Currently, there are 860,287 shares of 5%
Preferred outstanding. The following table shows: (i) the public offering price, (ii)
proceeds to LG&E from the issuance, and (iii) LG&E’s expenses associated with the

issuance of the 5% Preferred:

5% Cumulative Preferred

Stock® Public Offering Price Proceeds Expenses
$21,276,582 $20,690,988 $99,775

The 5% Preferred are currently redeemable at a price of $28.00 per share, which
represents a redemption premium of $3.00 per share or $2,580,861 in the aggregate.

5. LG&E’s $5.875 Cumulative Preferred Stock (the “$5.875 Preferred”) was
authorized by this Commission by Order dated April 12, 1993 in Case No. 93-087. The
proceeds from the issuance were used to redeem LG&E’s outstanding $8.90 Cumulative
Preferred Stock. Currently, there are 200,000 shares of $5.875 Preferred outstanding.
The following table shows (i) the public offering price, (ii) proceeds to LG&E from the

issuance, and (iii) LG&E’s expenses associated with the issuance of the $5.875 Preferred:

$5.875 Cumulative

Preferred Stock Public Offering Price Proceeds Expenses
$25,000,000 $24,781,250 $284,247

The $5.875 Preferred are currently redeemable at par with no redemption premium. In

addition, pursuant to their terms, the $5.875 Preferred are currently already the subject of

? Please note that this chart refers to the 5% Preferred issued in 1941 only.



mandatory sinking fund obligations, whereby the Company redeems 12,500 shares
annually and will redeem all remaining shares by summer 2008.

6. LG&E’s Preferred Stock, Auction Series A (the “Auction Series A Preferred™)
was authorized by this Commission by Orders dated October 11, 1991 and December 6,
1991 in Case No. 91-284. Currently, there are 500,000 shares of Auction Series A
Preferred outstanding. The proceeds from the Auction Series A Preferred were used,
along with other funds, to redeem the Company’s $9.54 Cumulative Preferred Stock and
the Company’s $8.72 Cumulative Preferred Stock. The following table shows (i) the
public offering price, (ii) proceeds to LG&E from the issuance, and (iii) LG&E’s

expenses associated with the issuance of the Auction Series A Preferred:

Auction Series A

Preferred Public Offering Price Proceeds Expenses
$ 50,000,000 $49,312,500 $1,088,280

The Auction Series A Preferred are currently redeemable at par on dividend payment
dates with no redemption premium.

7. The after-tax cost of the new debt will be lower than the after-tax cost of the
Preferred Stock. This is true even if the Company utilizes long-term fixed rate debt — the
most expensive form of debt. This results from the fact that the majority of the Preferred
Stock dividends are not tax deductible. Only the dividends on the 5% Preferred are tax
deductible whereas the dividends on the other two series are not deductible, making the
cost for these two series higher than debt. The use of debt and equity to replace the
Preferred Stock will result in savings after taxes of approximately $1.8 million annually.

The Company has had discussions with the rating agencies about whether this



restructuring of the balance sheet will impact the rating of LG&E and has been told that
there will be none.

8. The Company proposes to borrow money from Fidelia in an amount not to
exceed $92,000,000 for the purpose of redeeming the Preferred Stock. The Company
anticipates issuing unsecured notes to Fidelia with final maturity not to exceed 30 years.
Such borrowing would only occur if the interest rate on the loan will result in an equal or
lower cost of borrowing than the Company could obtain in the capital markets on its
own.” All borrowings from Fidelia would be at the lowest of (1) E.ON’s effective cost of
capital; (2) Fidelia’s effective cost of capital; and (3) the Company’s effective cost of
capital determined by reference to the indicated effective cost of potential direct
borrowing by the Company from an independent third-party for a comparable term loan
that could be obtained at the time of the loan (“The Best Rate Method™). The Best Rate
Method assures the Company that it will not pay more for a loan from Fidelia than it
would pay in the capital markets for a similar loan. In addition, loans from Fidelia can be
completed more expeditiously than external loans, thus allowing LG&E to take

advantage of favorable market conditions more readily. Currently, the Company has

’ The methodology described in this Application and similar intrasystem loans have been repeatedly
approved by this Commission. See, e.g., The Application of Kentucky Utilities Company for an Order
Authorizing the Issuance of Securities and the Assumption of Obligations, PSC Case No. 2003-00059
(April 30, 2003); The Application of Louisville Gas and Electric Company for an Order Authorizing the
Issuance of Securities and the Assumption of Obligations, PSC Case No. 2003-00058 (April 30, 2003); The
Application of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities and the
Assumption of Obligations, PSC Case No. 2006-00155 (May 22, 2006); The Application of Kentucky
Utilities Company for an Order Authorizing the Issuance of Securities and the Assumption of Obligations,
PSC Case No 2005-00117 (May 10, 2005); The Application of Kentucky Utilities Company for an Order
Authorizing the Issuance of Securities and the Assumption of Obligations, PSC Case No. 2003-00301
(September 22, 2003); The Application of Louisville Gas and Electric Company for an Order Authorizing
the Issuance of Securities and the Assumption of Obligations, PSC Case No. 2003-00300 (September 22,
2003).



determined that it is cost effective to borrow money from Fidelia through the proposed
intercompany loan facility and desires to take advantage of this opportunity.

9. The interest rate on the proposed Fidelia loan will be set at the time of
issuance of the note and would depend on the maturity of the note. The interest rate on
the note would be lower of (a) the average of three indications or quotes obtained by the
affiliate company from international investment banks for an unsecured bond issued by
E.ON for the applicable term of the loan and (b) the lowest of three indications or quotes
obtained by the Company from international investment banks for an unsecured bond
issued by the Company with the applicable term of the loan. This method complies with
the Best Rate Method because this rate would be determined using the lower of the
average of actual quotes obtained based upon the credit of E.ON or the lowest of three
actual quotes obtained by the Company. This ensures that LG&E has access to
competitively priced debt, with the additional benefit that LG&E does not have to pay for
costs relating to legal and trustee fees, or for printing and other services. The proposed
restructuring should not impact the rates paid by LG&E in these intercompany loans
because E.ON’s quotes are typically lower than LG&E’s quotes due to the superior bond
rating of E.ON.

10. The interest rate would be determined as described in Paragraph 9 herein.
The term of the loan would not exceed 30 years as determined by the Company based on,
among other things, the Company's financing needs. A note would be executed by the
Company at the time of the loan stating the interest rate, maturity date and payment
terms. Attached to the Application as Exhibit 3, is the general form of the intercompany

loan agreement and note. Issuance expenses for the intercompany loan described herein



will not exceed in total, the sum of $50,000. In connection with the issuance of the debt,
LG&E may enter into one or more interest hedging agreements (T-Bill lock, swap or
similar agreement, collectively the “Intercompany Loan Hedging Facility”) either with an
affiliate within the E.ON system or with a bank or financial institution. The Intercompany
Loan Hedging Facility would be an interest rate agreement designed to allow the
Company to lock in the underlying interest rate on the loan in advance of the closing of
the loan. The Intercompany Loan Hedging Facility will set forth the specific terms under
which the Company will agree to make payments, and the other terms and conditions of
any rights or obligations thereunder.
III. Refinancing of Pollution Control Debt

11. The Company also proposes to redeem the $31,000,000 principal amount of
County of Jefferson, Kentucky Pollution Control Revenue Bonds, 1992 Series A, due
September 1, 2017 (“Jefferson County 1992 Series A Bonds”) secured by the Company’s
First Mortgage Bonds, Series S (“Series S Bonds™), the $35,200,000 principal amount of
County of Jefferson, Kentucky Pollution Control Revenue Bonds, 1993 Series A, due
August 15, 2013 (“Jefferson County 1993 Series A Bonds™) secured by the Company’s
First Mortgage Bonds, Series U (“Series U Bonds”), and the $60,000,000 principal
amount of County of Trimble, Kentucky Pollution Control Revenue Bonds, 1992 Series
A, due September 1, 2017 (“Trimble County 1992 Series A Bonds”) secured by the
Company’s First Mortgage Bonds, Series T (“Series T Bonds”). The Jefferson County
1992 Series A Bonds, Jefferson County 1993 Series A Bonds, and the Trimble County

1992 Series A Bonds are sometimes collectively, the “Existing Bonds.” The Series S



Bonds, Series U Bonds, and the Series T Bonds, are sometimes collectively, the
“Outstanding First Mortgage Bonds.”

12. LG&E was authorized to undertake its obligations in regard to the Jefferson
County 1992 Series A Bonds and the Series S Bonds by this Commission by Order dated
August 12, 1992, in Case No. 92-250. The following table shows: (1) the initial public
offering price, (ii) proceeds to LG&E from the sale (after deducting underwriting

discounts and commissions), and (iii) LG&E’s expenses associated with the sale:

Jefferson County 1992

Series A Bonds Public Offering Price Proceeds Expenses
$31,000,000 $30,872,280 $312,946

13. The proceeds of the Jefferson County 1992 Series A Bonds were used to
discharge or refund the Jefferson County, Kentucky 7-1/4 percent Pollution Control
Revenue Bonds, 1975 Series A, due September 1, 2000

14. LG&E was authorized to undertake its obligations in regard to the Jefferson
County 1993 Series A Bonds and the Series U Bonds by this Commission by Order dated
July 28, 1993 in Case No. 93-223. The following table shows: (i) the initial public
offering price, (ii) proceeds to LG&E from the sale (after deducting underwriting

discounts and commissions) and (iii) LG&E’s expenses associated with the sale:

Jefferson County

1993 Series A Bonds Public Offering Price Proceeds Expenses
$35,200,000 $35,094,400 $234,448

15. The proceeds of the Jefferson County 1993 Series A Bonds were used to
discharge or refund the Jefferson County, Kentucky 6-1/8% Pollution Control Revenue

Bonds, 1976 Series A, due September 1, 2006.
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16. LG&E was authorized to undertake its obligation in regard to the Trimble
County 1992 Series A Bonds and the Series T Bonds by this Commission by Order dated
August 12, 1992 in Case No. 92-250. The following table shows: (i) the initial public
offering price, (ii) proceeds to LG&E from the sale (after deducting underwriting

discounts and commissions), and (iii) LG&E’s expenses associated with the sale:

Trimble County
1992 Series A Public Offering Price Proceeds Expenses
Bonds

$60,000,000 $59,752,300 $418,276

17. The proceeds of the Trimble County 1992 Series A Bonds were used to
discharge or refund the Trimble County, Kentucky 6-7/8 percent Pollution Control
Revenue Bonds, 1987 Series A, due August 1, 1997.

18. The Jefferson County 1992 Series A Bonds have a variable rate of interest
and are currently redeemable at 100% of par, plus accrued interest to the date of
redemption. The Jefferson County 1993 Series A Bonds have a variable rate of interest
and are currently redeemable at 100% of par, plus accrued interest to the date of
redemption. The Trimble County 1992 Series A Bonds have a variable rate of interest
and are currently redeemable at 100% of par, plus accrued interest to the date of
redemption. A copy of the redemption provisions with respect to all the Existing Bonds
is attached hereto as Exhibit 4.

19. LG&E requests authority to assume certain obligations under various
agreements in an aggregate principal amount not to exceed $126,200,000 in connection

with the proposed issuance of one or more series of new Louisville/Jefferson County

11



Metro Government, Kentucky (“Metro Government”)* and County of Trimble, Kentucky
Environmental Facilities Revenue Bonds (the “Refunding Bonds”).

20. In connection with refinancing the Existing Bonds, LG&E would assume
certain obligations under one or more loan agreements with Metro Government and with
Trimble County and may enter into guarantee agreements, bond insurance agreements or
other similar undertakings guaranteeing payment of all or any part of the obligations
under the Refunding Bonds for the benefit of the holders of such Bonds.

21. It is expected that the structure and documentation for the issuance of the
Refunding Bonds and related agreements would be similar to the structure and
documentation of other pollution control financings of LG&E approved by the
Commission in the past, except that First Mortgage Bonds of LG&E would be omitted
and not issued to secure the Refunding Bonds as they have in the past. The Refunding
Bonds would be issued pursuant to one or more indentures (each an “Indenture”),
between Metro Government and with Trimble County and one or more trustees (each a
“Trustee”). The proceeds from the sale of the Refunding Bonds would be loaned to
LG&E pursuant to one or more loan agreements between each of Metro Government or
Trimble County and LG&E (each, a “Loan Agreement”) and collectively the “Loan

Agreements”).

* In November 2000, the voters of Jefferson County approved consolidation of the governmental and
corporate functions of Jefferson County and the City of Louisville into a new form of government known
as Louisville/Jefferson County Metro Government. This new government commenced operations on
January 6, 2003. Metro Government will be the governmental issuer of the proposed Refunding Bonds
with respect to those projects located within Jefferson County. Trimble County will be the governmental
issuer with respect to those projects located within the corporate limits of Trimble County, Kentucky.

12



22. The payments to be made by LG&E under the Loan Agreements together
with other funds available for the purpose would be sufficient to pay the principal of,
premium, if any, and interest on the Refunding Bonds. The Loan Agreements and the
payments to be made by LG&E pursuant thereto would be assigned by Metro
Government or Trimble County, as applicable, to secure the payment of the principal of,
premium, if any, and interest on related Refunding Bonds. Upon issuance of Refunding
Bonds, LG&E may issue one or more guaranties (collectively, the “Guaranties™) in favor
of the Trustees guaranteeing the payment of all or any part of the obligations under such
Refunding Bonds for the benefit of the holders of such Refunding Bonds.

23. Simultaneously with the redemption of any part of the Existing Bonds and
the issuance of the related Refunding Bonds, an identical principal amount of the
Outstanding First Mortgage Bonds that secure the Existing Bonds to be refunded, will be
cancelled. Thus, the issuance of the Refunding Bonds would decrease the outstanding
principal amount of the First Mortgage Bonds of LG&E.

24. Metro Government and Trimble County each have 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 Agreements and to carry out their obligations thereunder by issuing and
selling negotiable bonds and lending the proceeds from the sale of such bonds to LG&E
to finance the acquisition, construction, and installation at certain pollution control
facilities, being within the corporate limits of Jefferson County or Trimble County,

respectively, and to refinance existing debt.
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25. The Refunding 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 rates, redemption provisions, and
other terms and provisions of each series of Refunding Bonds (including in the event all
or a portion of Refunding Bonds initially bear a variable rate of interest, the method of
determining the interest rate) would be determined on the basis of negotiations among
LG&E and Metro Government or Trimble County, as the case may be, and the purchasers
of such bonds. However, the amount of compensation to be paid to underwriters for their
services would not exceed 2% of the principal amount of the refunding bonds to be sold.
Based upon past experience with similar refinancing, LG&E estimates the issuance costs,
excluding underwriting fees for the Refunding Bonds, will be approximately, $300,000.
LG&E anticipates that because the Refunding Bonds will be unsecured, the bond rating
on this and the Company’s other external debt will go from Al/A-for secured debt to
A2/BBB+ for unsecured debt. Based on historical data and information from
remarketing agents, there would be an approximate 10 basis points increase in interest
rates on LG&E’s non-insured floating rate debt totaling $246.2 million, and a 12 basis
point average increase in annual bond insurance premiums on five series of debt totaling
$288.1 million. These costs are reflected in the analysis provided in Exhibit 5. Other
bonds will not be impacted by this change because their interest rates are based on the
rating of the bond insurer.

26. The interest rate or rates (and, if applicable the method of determining the
interest rate) applicable to the Refunding Bonds of each such series would be the most

favorable rate or method that can be negotiated by LG&E. LG&E’s Bond Counsel also
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believes that certain Existing Bonds are candidates for extension of maturity, which
would preserve and extend use of this tax-exempt funding source. The extension, which
is not reflected in Exhibit 5, would allow the continued use of low-cost tax-exempt
financing beyond the current maturity of the Existing Bonds, thus reducing costs.

27. Because of the historical spread between long-term fixed interest rates and
short-term rates, all or a portion of the Refunding 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 LG&E. LG&E would have the option to convert such Refunding Bonds at a
later date to a fixed rate of interest. Refunding Bonds that bear interest at such variable
rates (the “Variable Rate Refunding Bonds™) may also be subject to tender by the holders
thereof for redemption or purchase. In order to provide funds to pay the purchase price
of such tendered Variable Rate Refunding Bonds, LG&E 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 Refunding
Bonds to other purchasers at a price equal to the purchase price of such Variable Rate
Refunding Bonds. Thus, to the extent Variable Rate Refunding Bonds are issued, the
documentation will be very similar to previous issues which had a variable interest rate.

28. Also, in the event that Variable Rate Refunding Bonds are issued, LG&E
may enter into one or more liquidity facilities (the “Current Facility”’) with a bank or
banks to be selected by LG&E (the “Bank™). The Current Facility would be a credit
agreement designed to provide LG&E with immediately available funds with which to
make payments with respect to any Variable Rate Refunding Bonds which have been

tendered for purchase and not remarketed. The Current Facility is not expected to be
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pledged for the payment of the Variable Rate Refunding Bonds or to constitute security
therefore. The Current Facility in the present case may consist in whole or part of such
liquidity facilities. Pursuant to the Current Facility, LG&E may be required to execute
and deliver to the Bank a note (the “Current Facility Note”) evidencing LG&E’s
obligations to the Bank under the Current Facility.

29. In order to obtain terms and conditions more favorable to LG&E than those
provided in the Current Facility or to provide for additional liquidity or credit support to
enhance the marketability of the Variable Rate Refunding Bonds, LG&E desires 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 replaces a replacement facility is hereinafter
referred to as a “Facility”) with one or more Banks, insurance companies or other
financial institutions to be selected by LG&E 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 and or credit support for the Variable Rate Refunding Bonds. It is contemplated
that, in the event the Variable Rate Refunding Bonds are converted to bear interest at a
fixed rate, the Current Facility (if not already replaced or terminated) or, if applicable, the
Facility (unless earlier terminated) will be terminated in whole or in part following the

date of conversion of such Variable Rate Refunding Bonds.
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30. In connection with any Facility, LG&E 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
LG&E to the subject Facility Providers for amounts advanced by the Facility Providers
under the particular Facility. Depending on the exact nature of a Facility, LG&E 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 LG&E’s repayment
obligation to the Facility Provider under the related Credit Agreement; and the Trustee
under the Indenture for the Variable Rate Refunding Bonds may be authorized, upon the
terms set forth in such Indenture and in any Credit Agreement, to draw upon the Facility
for the purpose of paying the purchase price of Variable Rate Refunding Bonds tendered
or required to be tendered for purchase in accordance with the terms of the Indenture
which are not re-marketed by their marketing agent as provided in their marketing
agreement and/or for the purpose of paying accrued interest on the Variable Rate
Refunding Bonds when due and paying principal, whether at maturity, upon redemption,
acceleration or otherwise.

31. In connection with the issuance of the Refunding Bonds, LG&E 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 LG&E to actively manage and to limit its exposure to
variable interest rates or to lower its overall borrowing costs on any fixed rate Refunding

Bond. The Hedging Facility will set forth the specific terms upon which LG&E will
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agree to pay the Counterparty payments and/or 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.

32. The terms of each current Facility, Credit Agreement, Facility, Note, and
Hedging Facility will be negotiated by LG&E with the respective Bank, Facility
Provider, or Counterparty and would be the most favorable terms that can be negotiated
by LG&E. The aggregate outstanding principal amount of the obligations of LG&E at
any time under the Loan Agreement, the Guarantees, and the credit facilities and related
Notes set forth in the immediately preceding sentence will not exceed the original
principal amount of the Refunding Bonds (which will not exceed an aggregate principal
amount of $126,200,000, plus accrued but unpaid interest or premium, if any, on such
bonds).

IV. Elimination of Secured Debt and Realization of Administrative Savings

33. Debt secured under the Company Indenture is subject to the Trust Indenture
Act of 1939, 15 U.S.C Section 77aaa, et. seq. As a result of this and the fact that the
Company has publicly-held Preferred Stock, LG&E is subject to extensive filing and
reporting requirements pursuant to the Securities Exchange Act of 1934 and certain
provisions of the Sarbanes-Oxley Act of 2002, including filing quarterly and audited
annual reports, and future compliance with reporting provisions relating to Section 404 of
Sarbanes-Oxley which will apply to the Company in 2007. As previously stated, by
redeeming the Preferred Stock and refunding three series of secured, tax-exempt
pollution control debt (the latter thereby permitting the cancellation of all first mortgage

bonds), LG&E will be able to eliminate administrative costs of SEC compliance.
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34. Complying with these reporting requirements is also not needed to protect
the interests of LG&E’s debt holders. LG&E’s recent pollution control debt contains
provisions whereby, on the “Release Date,” as defined in the Bond Documents, the
Pollution Control Bonds will cease to be secured by First Mortgage Bonds (which will
then be cancelled) and will be secured solely by payments to be made by LG&E under
the respective Loan Agreements, after which the obligation becomes a general unsecured
obligation of the Company. Thus, the bond market has determined both that the security
provided by the Company Indenture may be released, and that consequently the SEC
reporting requirements, which will terminate following such release, are not necessary to

protect bond holders.

35. The Redemption of the Preferred Stock and the Redemption of the Existing
Bonds are components of a broader transaction that will allow LG&E to realize annual
savings of approximately $334,975 by reducing its administrative and accounting costs.
Detailed in the following table are costs related to the preparation of the periodic SEC
reports, compliance documentation related to Sarbanes-Oxley provisions as well as costs

related to the Company Indenture that would be avoided as a result of the proposed

actions.

Outside Legal Counsel (SEC Filings) $ 53,106
Indenture Legal Work (State Filings) 4,000
First Mortgage Bond Trustee Fee 51,300
Financial Printer Costs 51,569
Internal Accounting Work 100,000
Outside Accounting Costs 25,000
Sarbanes-Oxley Compliance 50,000

TOTAL $334,975
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Attached to this Application as Exhibit 3, is a financial analysis demonstrating the
net present value of the transaction. Additionally, the transaction would provide LG&E
operational flexibility by eliminating the Company Indenture. For example, LG&E
currently must obtain lien releases whenever property covered by the lien of the
Company Indenture is sold. Because the Company Indenture dates back almost 60 years,
some of the required documentation and procedures to obtain these releases are
antiquated. Moreover, once the Company has complied with the lien release provisions,
LG&E must wire the proceeds to the trustee, and then request that they be wired back to
the Company.

V. Continuing KPSC Financial Oversight

36. In prior cases, most recently in Case No. 2001-104 (The Joint Application of
E.ON AG, PowerGen PLC, LG&E Energy Corp., Louisville Gas and Flectric Company,
and Kentucky Utilities for Approval of An Acquisition), LG&E agreed to file with this
Commission copies of all reports that it was required to file with the Securities and
Exchange Commission (“SEC”), including 10-K's and 10-Q's. If LG&E's Application is
granted, these SEC reports will no longer be available. Accordingly, LG&E proposes to
file with the Commission its un-audited quarterly reports and audited annual financial
statements. The Company will continue to provide the monthly financial statements in
the same format made available currently. Also, LG&E will continue to provide FERC
disclosures that include annual reports (Form 1 and Form 2) and the new quarterly Form
3Q disclosure. E.ON US will continue to provide the FERC Form 60, which is the
annual financial report of the service company. LG&E commits to provide the

Commission with copies of these forms as filed with FERC until such time as the
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Kentucky Public Service Commission determines that such information is no longer
necessary or required to file. These will contain the relevant variations of the information
currently contained in the 10K’s and 10Q’s. E.ON will continue to provide the
Commission with a copy of its SEC Form 20-F, as filed with the SEC annually. In
addition, LG&E will provide the Commission on a monthly basis a report of material
events that would otherwise be clearly reportable to the SEC on Form 8-K. Exhibit 6 to
this application presents a comparison of the information presently provided in the 10-K
and 10-Q reports filed with the SEC and the location of comparable data in other reports
which will be filed with the commission if this application is granted. Exhibit 6 shows
the Commission will continue to receive relevant and comprehensive information on all
aspects of LG&E’s operations. It is also important to note that although LG&E will not
be subject to direct regulation under the Securities Exchange Act of 1934, as a subsidiary
of a public company (E.ON AG), LG&E is, and will continue to be, indirectly subject to
many of the reporting obligations under the 1934 Act to the extent information about
LG&E is contained in E.ON AG’s filings. Similarly, because E.ON AG is subject to the
Sarbanes-Oxley Act provisions regarding auditor independence and internal controls,
LG&E is complying and will necessarily have to comply with these provisions to the
extent applicable for E.ON AG to remain in compliance in the future.

VI. Additional Information

37. No contracts have been made for the disposition of any of the securities
which LG&E proposes to issue, or for the proceeds of such sale.
38. LG&E shall, as soon as reasonably practical after the issuance of the

Refunding Bonds, file with the Commission the statement setting forth the date or dates
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of issuance of the securities, the price paid therefore, the interest rate(s) (and if
applicable, their method of determination), and all fees and expenses, including
underwriting discounts or commissions or other commission compensation, involved in
the issuance and distribution.

39. LG&E shall, as soon as reasonably practical after the issuance of each note
to Fidelia referenced to herein, file with the Commission a statement setting forth the date
or dates of issuance of the notes, the proceeds of such notes, the interest rates, costs or
gains with the Intercompany Loan Hedging Facility related to such notes, and all fees and
expenses involved in such issuance.

40. Exhibit 7 to this Application contains the financial exhibit required by 807
KAR 5:001, Section 11(2)(a) and described by 807 KAR 5:001, Section 6. It also
contains information required by 807 KAR 5:001, Section 11(2)(b).

41. Exhibit 8 to this Application is a certified copy of LG&E’s Board of
Directors’ resolutions conditionally authorizing the Redemption of the Preferred Stock,
the issuance of the notes to Fidelia, as well as LG&E’s obligations under the Loan
Agreements, the Guaranties and all transactions related to the Refunding Bonds as
discussed in this Application. Such authorization is subject to the approval of this
Commission as well as further conditions described in such resolutions.

42. Other requirements of the Commission’s regulation regarding this
Application, 807 KAR 5:001, Section 11, including (1)(i)(b) regarding the amount, kinds
of note, etc. and (1)(i)(c) regarding the use to be made of the proceeds have been supplied

in the extensive discussion of in Paragraphs 2 through 35 of this Application.
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WHEREFORE, Louisville Gas and Electric Company respectfully requests that
the Commission enter its Order authorizing LG&E to issue securities and to execute,
deliver and perform the obligations of LG&E under the Loan Agreement with Fidelia and
the related notes as set forth in this Application. LG&E further requests that the
Commission authorize it to issue securities and to execute, deliver and perform the
obligations of LG&E under the Loan Agreements and any Guarantees, remarketing
agreements and Credit Agreements and the various Credit and Hedging Facilities and
other documents and related notes as set forth in this Application as they relate to the
Refunding Bonds. Louisville Gas and Electric Company further requests that the Order
of the Commission specifically include provisions stating:

1. LG&E is authorized to issue and deliver its unsecured notes to Fidelia in an
aggregate principal amount not to exceed $92,000,000 as set forth in the Application.

2. LG&E is authorized to execute, deliver and perform the obligations of LG&E
under, inter alia the Loan Agreements with the Fidelia Corporation, the Notes and such
other agreements and documents as set forth in this Application, and to perform the
transactions contemplated by such agreements, and

3. LG&E is authorized, with regard to the Refunding Bonds, to execute, deliver
and perform the obligations of LG&E under, inter alia the Loan Agreements with Metro
Government and with Trimble County, Kentucky and under any Guarantees, remarketing
agreements, hedging agreements, auction agreements, bond insurance agreements, Credit
Agreements, Facilities and such other agreements and documents as set forth in this

Application and perform the transactions contemplated by such agreements.
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4. That the Commission find that the financial information that LG&E proposes
to file with the Commission is sufficient and that LG&E be released from its obligation to
file with the Commission copies of Securities and Exchange Commission reports that will
no longer be available.

Respectfully submitted,

endrick R. Riggs
John Wade Hendricks
Stoll Keenon Ogden PLLLC
2000 PNC Plaza
500 West Jefferson Street
Louisville, Kentucky 40202-2828
Telephone: (502) 333-6000

John P. Fendig

Allyson Sturgeon
E.ONUS.LLC

220 West Main Street
Louisville, Kentucky 40202

Counsel for Louisville Gas and Electric
Company
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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 Louisville Gas and Electric Company, that he has read the
foregoing Application and knows the contents thereof, and that the same is true of his own

knowledge, except as to matters which are therein stated on information or belief, #hd that as to
these matters, he believes them to be true. Ww/ /

DANIEL K. ARBOUGH

Subscribed and sworn before me this 3% day of (O(:)Lbbéf‘, 2006.

My Commission Expires: @@ 2007
i O Ut

NOTARY PUBLIC, STATE AT LARGE

450305v.1



LOUISVILLE GAS AND ELECTRIC COMPANY
(807 KAR 5:001, Section 11, Item 1 (a))

A DESCRIPTION OF APPLICANT'S PROPERTY, INCLUDING A
STATEMENT OF THE NET ORIGINAL COST OF THE PROPERTY
AND THE COST THEREOF TO APPLICANT

JULY 31, 2006

The applicant owns and operates thermal-electric generating units with an aggregate station
rating totaling 3,105,000 Kw. This total consists of 2,418,000 Kw of steam generation capacity
and 687,000 Kw of combustion turbine peaking units. The applicant also owns an 80,000 Kw
hydroelectric generating station, the operation of which is affected by the water level and flow of
the Ohio River.

The applicant's electric transmission system includes substation capacity of approximately
12,000 Mva and approximately 899 miles of lines, and is interconnected with the systems of
neighboring utilities. The applicant’s electric distribution system includes substation capacity of
approximately 4,865 Mva, approximately 3,934 miles of overhead lines and approximately 2,035
miles of underground conduit.

The applicant operates underground gas storage facilities with a current working gas capacity of
approximately 15.1 billion cubic feet used for seasonal and peak-day augmentation of winter
pipe line supply.

The applicant's gas transmission system includes 257 miles of transmission mains, and the gas
distribution system includes 4,133 miles of distribution mains.

Other properties include an office building, service centers, warehouses, garages, and other
structures and equipment, the use of which is common to both the electric and gas departments.

The net original cost of the property and cost thereof to the applicant at July 31, 2006, was:

Electric Gas Common Total
Original Cost $ 3,310,882,182 § 564,178,124 $ 208,134,675 $  4,083,194,981
Less Reserve for $ 1,467,669,706 $ 192,824,109 § 06,784,295 $  1,757,278,110
Depreciation

Net Original Cost $ 1843212476 § 371,354,015 $ 111,350,380 $  2,325,916,871
Allocation of Common

To Electric and Gas $ 82,399,281 § 28,951,099 $ (111,350,380) $ -
Total $ 1925611757 § 400,305,114 $ - $  2,325,916,871
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PROSPECTUS

Louisville Gas and Electric Company

{A Keatucky Carperation]

.

780,792 Shares

) 5% Cumulative Preferred Stock
- 825 Par Valne

THESR SECURITIES BEAVE NQT BEEN APPROVED OR DISAPPROVED
@ BY THE SECURITIES ANMD EXCHANGE COMMISSION.

Lowisville Gas and Elacivic Company has ragistered che yecuritics by filing corrain informacion with
the Camwiissign. The Cr {ssian hes not p I on the merits of any seeuritiss rogissered with it
T 18 A CRIMINAL OUFENST 760 REPRESENT THAT THE COMMISSIGON HAS APPROVED

THESE SEGURITIES OR HAS MADE ANY WINDING THAT THE STATEMENTS IN THIS
PROSPECTUS OR IN THE REGISTRATION STATEMENT ARE CORRECT.

S Cumulstive Prefesrod Price i LYadwrwriting Dicocant Procoeds tn®
Stark, 2§ Par Value Pubbs pe Lamsitinan Lumasny

Maximum §585,504.00 | Minimam §20,690,088.C0

Total %721,276,962.00% Minimum $317,196.75 Maximum §$20,953,185.25

Maximum §0.750C0 Minimum $26.50000

Per Unir 27.25% Mintmam §0.90625 Maximum $26.84375

“Diug dividends acesucd after the dase of delivery to the asveral Undepwreziters.

Coe “The maximum underwriting camoainions aml the minimum proszede shawn above aee crloulan-
5! 24 an the aswamprign chic Aone of the kaldess of the Company s quustanding 7V Cumulitive Dre-
feernd Stosk or 89 Camulative Preferyed Svock will have scenprml the (umpany’s Sxchanno Cifer
summarized wichin, Such prosceds will be inersacad and auch underwriting commissiona will b=

decreracd by 50,3437 for sach sharc of 595 Cumulstive Prefaread Scoele, 513 Par Value, tesed guraganc

vo the Exehanges OFce. Shaces iwurd pursuant i the Exchange Offer aoe duemad, for the purposs at cai-

cularing Price to Puilic ard Maximum Pescesds 28 che Campany, to have been sold as che inictal pubbc

wiErrng price of 327.25 pex sthare applisable co the sharee no¢ talten pursuane w said Buchangs Gier.

Halders of she Company's 753 and §Ts Cumulative Prefeercd Stack now agaeanding wia exchange
anch ceock under ies Bechungs Ofar axpirreg May 26, 1941, 33 10:00 A M. Contral Sceadard T e, will be
entitled 1o rocpive, in exchange for cach share theresf, four shazes of § 7 Cumulazsve Prefocved Scoci,
525 Par Value, $6.00 in cash, and 24 additional sum in eash representing dividend adjugtmencs, all

aa the corsms snd subjece £o the conditiond mare Fully sev forch an pages 3 and 3329 of chis Preapecses.

“The shaves af 5% Cumuistive Proferred Stack, 25 Par Value, see eifored by the several Underorit-
atx when, 23 and if arcepted by them, amd subjsct e approval of their copnmel, Mesavs, Simpson
, " Thacher & Bactlees, ood to esreain furcher conditiona and, iF oFersd priae to the terme
ination of the Exchangs Offce, also subject to che privr righea undes said Esshange
Ofer of the holders of zhe Communy's outsmading 77 Gumulative Srofeersd

. @ Bruele and 6% Cumulacive Prefuersd Stock, [ iz exprerad thac delivery of

the cerrificates, in emporsey farm, will be mads ac ths office af
chmant Brothers, One William Stresg, New York, M. ¥, on
ar about May 29, 1941, sgainst paywent in New Yarlk funds,

Ameong e Principal Underwritars named herein under the coption Underwriting ore:

Lehman Brothers

.

Na dealer, salomman or any ather person has been guthorized to pivs any information or ta prake apy remrerenistions wther

thun thase taiped i this Pr , in with the offering contwined in thin Provpectus. and infsrmation

oF representotions noé Rerein sentained, if given or made, must net &e redied upon as hawing bamn guthsrized, Thiz Prae

2pasipy dous ot sonstitute an effaring by anry Vaderwriler in any Sicte in which soch Uaderweitor is nw? quolifcd s ast
ax a dealar ar brokar,

6 The datw of issua of thia Proapestas iy May 16, 1841

ooz
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Louisville Gas and Electric Company
5% Cumulative Preferred Stock
$25 Par Value '

cdeemable pelor to June 1, 1946, at $28.75 por share and_on and after June 1, 1940, at
. $28.00 per shate, pluy secrued dividends in each cuse.

!

. Transfer Agent Registrar
uliville Gas and Elecerie Company Kensucley Title Truse Company

Purpose of Issue

: The net procesds from the sale or exchange of the Preferred Stock offered herchy, calculated
Y as set forth on the caver page of this Prospectus, will amount to ot least $20,591,212.66 after
deducting expenses estimated at $99775.34, The cash praceeds, together with treasuey funds
of the Campany to the exttent messssary, will be used for the redemption on or alhout July 23,
1941 of all shares @f 7% Cumulstive Preferred Stoele and 6% Cumulative Preferred Stock nat
exchanged pursuant to the Company's Exchange Ofier, excluding the shares of such stocle
cxchanged by Louisville Gas and Electrie Company (Delaware) for shaves of reclassified Corme
maon Stock, 2s more fully sot forth below in note (b) under the caption “Capitalization”. The
Company intends to add approximately $1,700,000 to its treasury funds through 8 shorcterm
baak lean or loans made in connsction with this financing.

Capitalization
Tr Be Outatand-
* Amount Autharized ing upon Con-
by Indentury [+] ding tion &
Fusons Deots ar Charter December 31, 1940 Prasent OFcring(c)

First and Refunding Mortgage Bonds, 3345
Setien UE 1986, vee e rnnsveneessesnrnsnns  Notfimited (2)  $783,000,00000  $73,000,000.00
Louigville Tighting Company—First Martgage
Tive Per Cent, Fifty-YVear Gold Bonds, due
April 1, 1953 (assumed by Company)..... 8 4,000,000.00 1,000,000.00 1.063,000.0C
Caprrar STocs

7% Cumulative Preferred Stock, par value

S100 per share. .. vueirineriaeaiiaon 115,000 shs. Neane(h)
6% Cumulavive Proferred Stack, par value e amawa

$100 per Share. . vuvesnsnivrveeionven- 500,000 shs.(b) 115,000 she.(b) None(b)
5% Cumulative Preferred Stgel, par value e

G100 per SBArs. .uvueoiiirrraatieneenn o ... 20,000 shs. 20,000 shs.
5% Cumulative Prefarred Stecl, §23 Par Value @0,792 sha.(b) Y None 780,792 shs.
Class A Common Stock, par valus $100 per ST

SHAPE v uuvrronaneecscsosassrnn nnnsssen  150,000shs (b) 103,243 shs, None
Class B Common Stoclk, par value $10 per

BHEPE taeeeirirnerenssarnariecsineranns Z3000C0she.(b) 208,150 shs, None
Comeson Stock, no par value.,..eoavinsoenns 2,000,000 sha (b) None 883,839 shs.

Nores:

—3 (a) The Trust Indeature states that the amount of bonds which may e issued thercunder is not
timited sxcept that ao further bonds shall be issued at any time if the total amount of bands
to be outstanding, after such issue, would In any event exceed the limit of indebtedness of
the Company (mow $130,000,000),

(b) Louisville Gas and Eleetric Company (Delawara), the Company’s immediate parent, has

' agreed that, prior to, or coneurrently with, the issue and defivery of the 5% Qumulative Pre-

ferrad Seacl, 325 Par Value, offered hersby, it will exchange the 31,268 shares of the par

value of $100 each of 7% Cumulstive Prefecred Swock and the 3,534 shares of the par volus

of $100 each of 6% Cumulative Frafarred Stack of the Comgany, mow owned by it, for

. 160,089 shares of no par valur Commen Stack of the Cumpany ints which the presently suth-
orized Class A Commen Steck and Class B Common Stack are to be reclnzsified,

Priar to, or coneurrently with, the issue and dativery of the 5% Cumulative Preferred Stock,
. $25 Par Valne, offered herchy, provision will be made (1) for the redemption of all of the
Company's 756 Cumulative Preferred Stock and 656 Cumnlative Preferred Staele now out
standing {except the shares thereol which Louisville Gas and Electsic Company (Delaware)

4
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curéd notes, debenturss or other wnsecured securities representing unsecuvsd indsbtedness

ssued or assumed by the Company and then outstanding (mc uding unsecured securitis
thcn to be fsgued or assamed but excluding undecured securities theretofore corasnted to by
the holders of the Preferred Stock), will excead 10% of the sum of (a) the total pringipal
amount of all bands or othar securities rapresenting seeured indebtedness issued of assumed
by the Compuny and then to be sutstanding, and (b) the capital and surplus of the Company
ag then to be statsd on the haoks of acesunt of the Company. Provided, hawever, that if,
at amy such meeting, at least one-third of all ghares af such Prgfarred Stock then outstand-
ing shall be voted against the action then proposed, of the character aforesaid, such action
may be taken only with the affirmative vots of 3 wajority of 21l shares of sueh Preferred
Senck then outstanding,

If at any mesting of the Praferred Stock for the purpose of taking action an matters set
forth in the immediasaly preceding paragraph, the presense in perzon or by proxy of the
holders af a majority of sneh stock shall not havs heen obtained and shall not be obtxined
for a period of thirty days from the date of such mesting, the presence in persen or by proxy
of the holders of ene-third of such atock then outstunding shall be sufficient to eonstitute 3
quorum,

Liquidation Mlights

Bafore any amount shall be paid te, or any assets distribated amang. the holders of the Com-
mon Stock or of any ather stocle ranking junier to the 5% Cumulative Preferred Stock or to
the Preferred Stacl of each serics upan aay liquidation, dissolution or winding up ef the Com-
paty, and after paying ar providing for the payment of all.creditors of the Company, the hold-
era of sach serieg af the Preferred Stock of the par value of $25 each shall be entitled, pard passe
with the halders of the Preferred Stock af the par value of $100 caeh, to be paid in cash the
amount fur the particular geries fixed thevefor, together with dividends accumaulated but unpaid
thereon.

The preferential amounts to which the halders of the §¢5 Cumulative Preferred Stack, 325
Par Value shall be entitled upon any liguidation, dissolution or winding up of the Ccmpnn;.'. in
addition to dividends acemmulated but nnpaid thereon, is a3 follows: (1) $27.25 pes share,
i the svent of any volunmry liquidation, dissolution or winding up of the Company, except that
if such voluntary liguidation, dissolution er winding up of the Compzny shall have been approved
by the vote in [zvor thereaf, given at 3 meeting called for that purposs, or by the written consent
of the halders of a majority of the total shares of the 5% Cumulative Preferved Senck, $23 Pac
Value then outstanding, the amount so payable on such veluntary liquidarion, disselution, er
winding up shall be §25 per share; ar (b) $23 per share, in the event of any involuntary liquidation,
dissolutian ar winding up of the Company.

Lnndcmn:mn Pruvmcrna

The ¥% Cumulative Preferred Stock, $25 Par Valueg, is redeemable in whale ¢r in part on

any date on not less than thirty days notice at 82875 par share prior t6 June 1, 1946 and ar §23.00

per share on and after June 1, x945 in each ease plus the amount of dividends aceumulated and
unpard therson,

Crrtain Ocher Provisians

The terms of the suthorised but wnissued Profereed Stock of the par valne of $23 per share af
series other than the 5% Cumulative Preferred Stoel, 25 Par Valoe, are identical with those of
such stock exeept that'holders thersof shall be entitied to rsceive cumulative dividends therson
when and ag declared at such rate for each series buc not to exceed aight par cent ($5%) per annum
as may be determined thevafor by the Board of Directors, prior to the issuance of ench sevies theraof
respeetively, payable aut of any funds avaflable thersfor, before any dividends a¥s"paid upon the
Commen Stock, and such stack shall be subject ta redemption at the option of the Company on
any dats at por and the amount of divideads actumulated and wnpaid therson ac the date of ree
demption plus such premium as the Board of Directors may determine for ench seies regpectively.
Such ather serisz of Preferred Stock may also vary as to the amouats whigh shall be paid to the
holders in ease of valuntary ar involuntary dissolution.

Tie 3% Cumulative Preferrad Stoek, 525 Par Valne as no praemptive, subseription or con-
vergion nghm. Holders of such srock are not lable for further ealls.

24 -
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PROSPECTUS SUPPLEMENT
(To Prospectus dated April 22, 1993)

250,000 Shsares
T gt s = B R L T
Louisville Gas and Flectric Company
35875 CUMULATIVE PREFERRED STOCK

(withont par value}

STATED VALUE $100 PER SHARE

Tha $3.875 Cumnletize Preferred Stock, withour par value (the "New Proferred Stack™} of Lowisville Geas and Electrie
Campeny (the “Company '} wilt not be receemable priar ts July 1, T998. On or after sizch date, the New Freferved
Stock will be redeemable ot the option of the Company, in whole or in part, upon not less than 30 days’ notice,
at the redemption prices sut forth korcir, together, in sach case, with aeerued dividends, The New Proferred
Stack is subfect tn @ mandetory sinking fund sufficient to ratire 15,500 sheres on each July 15,
beginning July 18, 2003, and 187,590 shares on July 1§, 2008, in each case ot 8769 per share
pius acerued dividends. The Compeny has the option to satisfy the mandatory sinkiag find
rrguirement in whole or in part by credicing shaves of the New Proforred Stoek aequired
by the Comapuny, See "Supplamentol Desaription of the Newn Preferred Stack™ herein.

Dividends an the New Preferred Stock will be cumnlative from the date of issucnse
and are payoble quarterly, commencing July 15, 1991, for
tha period ending june 30, 1983,

THESE SECURITIES HAVE NOT BEEN APPROVED: OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF TEIS
PROSPECTUS SUPPLEMENT OR THE ACCOMPANYING PROSPECTUS, ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

FPRICE 3100 PER SHARE

Lndertoriting
Price to Discounts and Proceeds to
Pudlicll) Commissiors{2j Company(I)3)
S e BLO0.00 BE7S 398,185
TORGE - v 825,506,000 £218,750 524,781,250

(1) Plus accrued dividends, i any, from the dage of fasuance.

18) The Company has agresd to indeanify the Tnderwriters aguingt cerlain itobilities, ineluding Linhilities wader
the Securities Acl of 1934, us amended,
(3) Before deduction of expenses payuble by the Compuny, eslimainmd af 8210,000.

. The New Proferred Stock is offered, subject fo pris» snle, when, as wnd if issued by the
Company and asvepied by the Tndérwriters, and subjest to qrzrounl of certain legal meiters by
Winstor ¢ Strawn, counsel for the Undersriters. [ is expecied ingt delivery of the New
Preferred Stock will be made on or aboui Moy 27, 1803 af the office of Morgan Sienley & Ca.
Incorporated, New ¥York, N. Y., edeinet pagment iherefan fn immediately aveilable funds

DAENED IRT VA RTT VT 0y
MORBGAN QTANIEY & L0, :
Sneorporated

Jday 13, 1928



08/11/08 22:51 FAX 502 627 4742 CASH MANAGEMENT

2606

5 875 semes

Mo deater, sulesman or other persom has been suthorized to give any information of to make amy
renresentstion not contained in s Prospectus Supplerzent or the Prospectss and, if given or made, such
information of ropresentation muast not be relied vpon a¢ having been anthorized by the Company or the
{ndervriters. This Prospectus Supplement sud the Prospectus do not constitute an offer to seli or 2
solicitation of 2a offer to buy any of the securities offered herghy in any jurisdiction to any person fo whom
it is unlzwiul to make such offer in such jurisdiction, Neither the delivery of this Prospecius Supplemeant or
the Prosnectus zor any sales hercunder shell vader auy circumstances ereate any implication that there hag
keen no chonge in the afyirs of the Company since the date horeof,

IN COMWNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR
EFFECT TRANSACTIONS WiICH STABILIZE OR MATNTAIN THE MARKET PRICE OF THE
WEW PREFERRED STOCK AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL
IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME,

SELECTED FINAMNCIAL INFORMATION
{In tnousands exsept percentages and ratios)

Year Ended

Y -
12 Months Snded Decgmber 31,
Marzh 31, 1983 1592 1691
(Unangited)

ineome Siatement Information:
Operating Revenues oo ooooonn e s $726,127 $70G,195 $708,708

BT CS 008 o o - SO O 78,664 73,793 94 43
Retin of Earnings To Combined Fized Charges and Praferred
Btock Dividends{l). i ivvr it i, 2.83 2.63 2.83
Actuzl, As % of

Adjustad(Z})  Cupitelization

Capitalization as of March 31, 1393, as adiusted:
15T T o .. % 661,511 47.8%
Praferred Stock . ... ... 115,740 5.4

1

Comtnon S102% oo e e

IR I A I S R R I

s o
533,730 43.8
R L B P : + " e s
R - o e s o AR UM . §1,383,951 0007
TR LI L —m——
P — ~ N . B aal . w [, U, - . R T =
(1} For purpeses of ke ratio, ) cupnings consist of the aggragate of Income Before Cumaladve Sfect of 2
-

&
hange in Accounting Principle, tuxes on income, nvesiment t2x credit {ned), and Axcd charges less
fao=nc

nraferred dividends: () Sxed charges comsist of inierest charges {before deduction of interest invome}
gnd ome-third of rertals chareed to operating expensas; and (Hi) proferred stock dividends have been
increzsed to an amount representing 1at pre-taX earnings required 1o cover such dividend requiretments.

(2) Adjusied for the issuance of the New Freferred Stock and the redemmiion of the Company's cutstanding
£8.95 Cumuiztive Treferred Stock.

. 7 Cuewe rlhg P o aT——— oot T g 1 o T PiqgemSy Al e
rng provests from the sals of ¢ v Preferved Steck will Se added to the genarg; funcs of (e
o . PR ] [ Y R 2y Poana T - . e O e S
Company axd ore sxpecied to be used, zlong with ether fonds of the Company, ¢ redeem 25C,300 shnres of
e A e N T Iawiven Tomadl Ta meotat kg - e Ty Yes D00 A g —adameey 1A eeia
the Company’s 58.90 Cumuiative Prefec FILAOUD DED valas oo Julv i, 1953 a2z 2 TECEmIpLIOn BILT
o F100.05 wer there 5ius aenruet angd paseid Sividards, any
O Fludedd O ARETS DIUS ACINIST ANt GRS OYIAeNLE, o En

1
(%]
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SUPPLEMENTAL DESCRIPTION OF THE
NEW PRETERRED 8TOCK

The foilowing dsseription of the particular terms of the Naw Preferred Stock supplements the description
of the general terms and provisions of the New Preferred Stock set forth in the Frospeetus under the capticn
“Deseription of Mew Preferred Stock,” to which description reference is hercby mads. The following
description dees mot purport 1o be cemnplete and is subjeer to and quatified in its entirety by refarence 1o the
Articles of Incorporation and the Articles of Amendment relating to the New Preferred Stock, copies of
which have been filed or incorporated by reference as exhibits to the Registration Statement, Certsin
capitalized terms no: defined herein are used as defined in the accompanying Prospectus,

Dividends

Dividends on the New Preferred Stock will be cumuliative from and including the date of original issus
of such New Preferred Stock. The holders of the New Prefarred Stock will be entitled to receive, when, as
and if declared by the Board of Directors out of Finds legally available therefor, zn annual cash dividend of
$3.875 per shere, payable in quarterly instzllmenis on January 13, Apri! 15, Fuly i35 ead October 15 in sach
year {or the next business date thereafier), for the quarterly period ending on the fast day of the preceding

L-Lb
month, The initial ividend on the New Preferrad Stock will be payable on July 15, 1993, 1o holdars of record

{i

on, and for the period ending on, Jume 30, 1993, and will secrue from and including the dats of origing: sy
of sush stock,

The New Preferrod Stock will not be redeemable prior to July 1, 1998. On or after July 1, 19598, the
Company may, at its option, upon no! less than 30 days® written notice, redeem all or any part of the New
Proferred Stock ai the following prices per share i relssmed during the twelve-month period beginning
July 1, in cach of the following yoars:

If Redeemed During

Twalve-Mouin Por Shere
Paried Efeginning Pedermprion
Jaiy 1 Prica
1998, e e et vt tee et aaaenaeeee..  DID5.875
LA 104.70C
2000........ e et 103.525
2001, .. e 102,350
10110 2 2 e et - 101,178

I el et St o e e o1i1n S mmAT mrga Qrvevertpe]  Ine 2 e A : A N S R
end therestter at F100 por shers, plus. iv each oose, socrued, hut uzpald, dividends wo the redemption Jdaie,

e SR,

Provisions have Yeen made whereby, subject 10 certain copditions, al! rights {other than the right io
eceive the redemption price per shars plus aocrusd aad unpeid dividends) of the helders of Mew Prefermed
tock called for redemption, whether at the ovtlon of the Company or through tke sinking fund descsi

e
G - LuEllivom

e

[€2]
R

velow, will termirate befors the redempiion date wpon the deposit with a bazk or trust company of tha funds
necessary for redempiicn end the glving of spproprizte novics. The Company's Ardcies of Tncorporaiien

provide that, upor zny redemytion of less than all of the shares of the Mew Preferrad Stock (whether a
sotinn of the Compenv or R s steldng ford), the Company’s Beoard of Dirgetors sheli dersrmin
Ind

s, o A, .
LATOUEDn T card 1regis
Tory - 3 oairiea= i lar me Taer saaee med - RIS S : Bl L
sharss 1o be radesmed sither Dy lol or by recdempiion pro vers of by dssignarion of particulsr shar

2! 1% LR A
redemption or In any gTher mannss the Board deems appropsiate.

S\

[~
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PROSPECTUS SUPPLEMENT TO PROSPECTUS DATED SEFTEMBER 16, 1991
500 Units

Louisville Gas and Eleciric Company

Each Unit Consists of 1,000 Shares of

Preferred Stock, Auction Serles A
{without par value)

Stated Yalue $100 Per Share (100,000 Per Unit)

Louisville Gas and Electric Company (the “Company”) is offering 500,000 shares of Preferred
Stock, Auction Series A {without par value) with a siated value of $100 per share (the “New Preferred
Stock™), in units, each consisting of 1,000 shares (“Units”). The dividend rate for the initial Dividend
Period, commencing on February 11, 1982 (the “Dade of Original issue”), and ending on April 14, 1992,
will be 3.30% per annum. The dividend rate per annum for each subsequent Dividend Period lasting,
at the Company’s slection, sither () three moanths (a “Quarterly Period™) or (ii) 49 days or 13 weeks,
subjact 1o certain exceptions (& “Short-Term Period"), will be determined on the basis of Orders placed
in an Auction conducted on the Business Day nexi preceding the commencement of such Dividend
Period, except upon the ccourrence and continuance of a Payment Failure. The Company may not
designate a Short-Term Period uniess and until its Articles of Incorporation are amended to permit the
payment of dividends on a basis other than quarterly. I the Company designates a Short-Term Period,
all subsequsnt Dividend Periads will be Short-Term Peariods.

Dividends on the New Preferred Stock will be curnulative from the Date of Orlginal Issue and are
payable, when and as declared by the Company. Dividends for Querterly Periods will be payable in
arrears on the fifteenth day of each January, April, July and Qciober {or if cne of such days is not a
Business Day, then the next Business Day thereafier in each case). Dividends for Short-Term Periods
wilt be payable in arrears on the first Business Day following the end of esch such Short-Term Period,
The dividend raie for any Dividend Period will not exceed a Maximum Rate ranging between 110% and
250% of the Applicabls AA Composiie Commercial Paper Rate depending on the prevailing credit
rating of the New Preferred Stock. Notwithstanding the foregeing, the maximum dividend rate payable
on the New Preferred Stock will be 25% per annum, until such restriction is eliminated by the
Company's sharsholders.

The shares of the New Prefeired Stock will be redeemable at the option of the Company, in whele
or in part, an any Dividend Payment Date at a redemption price of $100 per share ($100,000 per Unit)
plus an amount equal 1o accrued and unpsid dividends. The shares of the New Preferred Stock may
be purchased, transferred or redeemed only in whole Units, except upon the occurrence and
continuance of a Payment Failure,

Units may be fransforred only pursuant o an irrevocable Order placed in an Auction, or 1o or
through & Broker-Dealer or to a person that has delivered or caused to be delivered a signed Master

Purchaser's Letter to the Trust Company. Ownership of Units will be maintained in beok eniry form by
or through the Securities Depository.

THESE SECURITIES HAVE NOT BEEN APFROVEDR OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECUR(ITIES COMMISSION NOR HAS
THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE CONTRARY 18 A CRIMINAL OFFENSE.

Initial Public Undenuritin Procaeds to
Offering Prige(1) Commissions(2) Company{3)
Perbnit ... .. e e $100,000 $1,375 $98,625
1'3151___«‘ .......................... $50,000,000 $687,500 £42,312,500

(1) Pilus accrusd dividends, if any, from the Date of Original issue. e ) .

{2) The Company has agreed to indamnily the Underwriters with respect to certain lizbilitiss, including certain
fiabiiities under the Securiiies Act of 1933, as amended,

{3} Before deducting estimated expensas ¢ $175,000 paysble by the Company.

The shares of the New Preferred Siack are offered ssverally by the Underwriters as specified herein,
subject to receipt and accepiance by them and subject to their ight o reject any order in whole or in pari.
it is expecied that delivery of one certificats represeniing the shares of ihe New Preferred Stock will be
rrade through the facilities of The Deposiiory Trust Campany in Mew York, New York, on or about February

11, 1982,
Goldman, 8achs & Ca, Morgan Staniey & Ca.

Inearporated

The date of this Praospectus Supplemarnit ie February 4, 1992,
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45! pton Series
THE COMPANY

Louiswille Jug and Electric Company is an operating public utility engaged in the electric and
gas husiness in Louisville and surrousnding territory in Kentueky, including Jefferson County and
Twimble County. The Company is a subsidiary of LG&E Energy Corp., a Kentucky corporation (the
“Pprent Corporation’)

For the 12 months ended December 31, 1991, approximately T7% of the Company's totai
operaiing revenues wag derived from its eleetric operations and the balance from its gas cperations.
Approximately 0% of the Company’s present electric generating capacity is coalfired, the remainder
consisting cf & aydre plant and combustion turbine peaking units fueled by ol and natural gas.

The estimated population of the Company’s service ares is 800,000, exclusive of the Fort Knox
Military Reservation, which the Company serves with both eleetricity and gas. The Company’s
executive offices are located st 220 West Main Street, P.O. Box 32010, Louisville, Xentueky 40232.
Telephona: (502) 627-2000.

On December 18, 1991, LG&E Energy Systems, Tne, a wholly-owned subsidiary of the Parent
Corporation, acquired Hadson Power Systems, Incorporated (“Hadson™) for approximately $50
million. Hadson is a fully-integrated non-utility power company involved in the development, design,
construetion, operation and ownership of qualifying cogeneration facilities in the United States. The
Parent Corporation, through LG&E Energy Systems, may make similar acquisitions in the energy
field n the future. All or 2 portion of the purchase price of such acquisitions may be financed through
bank borrowings or other obligations of the Parent Corporstion or LG&E Energy Systems. These

obligations of the Parent Corporation and of LG&E Energy Systems will not be obligations of the
Company.

USE OF PROCEEDS

The proceeds from the sale of the shares of the New Preferred Stock offered hereby will be
added to the ganeral funds of the Company and are expected to be used, along with other funds of
the Gompany, to redeem 250,000 shares of the Company’s $9.54 Cumulative Preferred Stock (without
par value) and 250,000 shares of the Company’s $8.72 Cumulative Preferred Stock (without par value).

DRERSCRIPTION OF THE NEW PREFERRED STOCK AND UNITS
General

The following deseription of the partienlar terms of the New Preferred Stock and Units offered
hereby supplements the description of the general terms and provisions of the New Preferred Stock
et forth in the Prospectus under the caption “Description of New Preferred Stock,” to which
deseription reference is hereby made. The following description does not purport to be complete and
is subject to and qualiled in its entivety by reference to the Articles of Incorporation and the Articles
of Amendment {the “Articles of Amendment”) relating to the New Preferred Stock, copies of which
have been fied or incorporated by reference as exhibits to the Registration Statement. Certain
cgpinelized words not defined herein ave used 29 defined in the accompanying Prospectus.

The New Prafzrred Stock will be oFersd and sold and, except as set forth under the czption “The

....... on—=Ganeral—Securities Depository” below, may be transferred only in Units of 1,000 shares.

5-5
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“Redemption Provisions” (in each cage, a “Payment Feilure”), then the Applicable Rate for each
Dividend Period commencing on or after any such Dividend Payment Date or redemption date and
until such Payment Failure has been cured, shall be equal to the lesser of: (i) 250% of the Applicable
AA Compesite Commercial Paper Rate on the Business Day next preceding the commencement of
each such Dividend Period or (i) 25% per annum until the Company’s shargholders eliminate such
provision and, following elimination of such provision, 250% of the Applicable AA Composite
Comunereial Paper Rate. If the Company remedies such Payment Failure by paying all dividends
scerued and unpaid, and any unpaid redemption payments, on all shares of the New Preferred Stock,
the Applicable Rate for the Dividend Period commencing after the dste on which such Payment

Failure is remedied shall again be determined by implementation of the Auction Procedures (as
defined below).

“Appleable AA Composite Comunercial Paper Rate,” on any date, means (i} with regpect to a 49-
day Short-Term Period, the (A) Interest Equivalent (a3 defined below) of the 60-day rate on
commercial paper placed on behalf of issuers whose corporate bonds are rated “AA” by Standard &
Poor's Corporation or its sueccessor (“S&P™), or the equivalent of such rating by S&P or another
rating agency, a5 such 60-day rate is made avaifiable on a discount basis or otherwise by the Federal
Reserve Bank of New York for the Business Day immediately preceding that date, or (B) in the event
that the Federal Reserve Bank of New York does not make available such rate, then the arithmetie
average of the Interest Equivalent of the 60-day rate on commercial paper placed on behalf of such
issuers, and as quoted, on a discount basis or otherwise, to the Trust Company for the close of
business on the Business Day immediately preceding that date by Goldmen, Sachs & Co. and Morgan
Stenley & Co. Incorporated or, in leu thereof, their respective affiliates or successors that are
engaged in the business of buying or selling commercial paper (“Commereial Paper Dealers™), or (if)
with respeet to & Quarterly Period or a2 13-week Short-Term Period, the Interest Equivalent of the
90-day rate on such commercial paper as so determined. In the event that either of the Commercial
Paper Dealers does not quote a rate required to determine the AppBEeable AA Composite Commercial
Paper Rate, the Applieable AA Composite Commereial Paper Rate shall be determined on the basis
of quotations furnished by the remaining Commercial Paper Dealer and the Substitute Commercial
Paper Desler (as defined helow) selected by the Company to provide such rate or, if the Company
does not select any such Substitute Commercial Paper Dealer, by the remaining Commercial Paper
Dealer. If the Company adjusts the number of days in any Short-Term Period as a result of a change
in the Minitnurn Holding Period with the result that (i) any sueh Short-Term Period shall have 70 or
more days but fewer than 85 days, the rate will be the arithmetic average of the Interest Equivalent
of the 60-day and 90-day rates on such commercial paper or (Hy any such Short-Term Period shall
have 85 or more days but 98 or fewer days, the rate will be the Interest Equivalent of the 90-day rate
on such commercial paper. The term “Interest Equivalent” means the equivalent yield on a 360-day
basis of a discount basis security to an interest-bearing security and the term “Subsiitute

Commmeveial Paper Dealer” means any commercial paper dealer that is a leeding deuler in the
commercial paper market.

"~ At the option of the Company, shares of New Preferred Stock may be redeemed, in whole or

from time to time in part, on any Dividend Payment Date 2t a redemption price of $100 per share
($100,000 per Unit) plus an amount equal to accrued and unpaid dividends to the date fixed for
rademption. Unless sharves of New Preferred Stock ave registered for transfer and exchange as

deseribed under the caption “The Auction—General—Securities Depository,” the shares of New
Preferred Btock are redeemable only in whole Units.

If shares of New Preferred Stock are to be redeemed, the Company’s Articles of Incorperation
currently provide that notiee of redemption shall be given by publication at izast once in one dally

29
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newspaper printed in the English language and of general eirculation in Louisville, Kentucky, the
fivst, publication ¢ be at least 30 days priot to the date fixed for such redemption. Notice also shall
be mailed to the halders of record of the New Preferred Stock to be redeemed at the respective
addresses as the same shall appear on the books of the Company at least 80 days prior to the date
fzed for redemption, but failure to mail such notice or any defect therein or in the meiling thereof
shall not affect the validity of the proceedings for the rederption of any shares 50 to he redeemed.
At their 1992 Annual Meeting, the Company’s shareholders are axpected to consider an amendment
to the Articles of Incorporation which, if adopted, would have the effect of eliminating the
requirement to pubiish the notice of redemption, So long =& shares of New Preferrad Stock are held
of record by the nominee of the Securities Depository, the Company only will give notics to the
Securities Depository of any such redemption. The notice of redemption will include a statement
setting forth (i) the number of shares of New Preferred Stock (if applicable, to be denominated in
Units) to be redeemed, (il) the date fixed for redemption and (iii) the redemption price.

1f less than all of the cutstanding shaves are to be redeemed, the shares of New Preferred Stock
t0 be redeemed shall be selected by lot on a per Unit basis. So long as shares of New Preferred Stock
are held of record by the nomines of the Seeurities Depository, the Company will give notice to the
Securities Depository of any such partial redemption, and the Securities Depository shall determine
the number of Units to be redeemed from the account of the Agent Member of each Existing Holder.
An Agent Member may determine to redeem Units from some Existing Holders (which may include

an Agent Member holding Units for its own aceount) without redeeming Units from the aceounts of
other Existing Holdexs.

S0 long as shares of New Prefarred Stock are held of record by the nominee of the Seeurities
Depository, the redemption price for such shares shall be paid to the nomines of the Securities
Depesitory on the date fixed for redemption. The Securities Depository will eredit the accounts of
the Agent Members of Existing Holders with the amount of the vedemption price in accordance with
the Securities Depository’s normal procedures. The Agent Member of an Existing Holder will be

respongible for holding or dishursing such paymeuts to such Existing Holder in accordance with the
instructions of such Existing Holder.

Shares of New Preferred Stock which have been redeemed ox otherwise acquired by the
Company or any affiliate of the Company are not subject to veissuance as New Preferred Stoek.

Transfer Agent, Regigtrar and Dividend Dichursing Agent

Bankers Trust Company initially will be the {ransfer agent, registrar and dividend disbursing
agent for shares of the New Preferred Stock.

Ligmidation Rights

Upon voluntsry or involuntary liquidation, the holders of shares of the New Preferred Stock will
be entitled to receive $100 per share ($100,000 per Unit) plus an amount equal to acerued and unpaid
dividends before any distribution of assets may be made to the holders of any junior steck including
the Compary’s Common Stock.

THE AUCTION

Genersl

The AppEcable Rate for each Dividend Periad following the Initial Dividend Period will be aqual
to the rate per anoum that the Trust Cornnany advises has resuited frorm the Auction held on the
Business Day preceding the first day of guch Dividend Period pursuart to (e Auction Frocedures.

5-10



Louisville Gas & Electric Company
(as Borrower)

Fidelia Corporation
(as Lender)
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THIS AGREEMENT made on ,

Between

LOUISVILLE GAS & ELECTRIC COMPANY a Kentucky corporation, as
borrower (the Borrower); and

FIDELIA CORPORATION, a Delaware corporation, as lender (the
Lender).

Whereas
(A) The Lender and the Borrower hereby enter into an agreement for the

provision by the Lender to the Borrower of a loan in the amount of
$ (the Loan Amount).

Now it is hereby agreed as follows:
1. Definitions
1.1  In this Agreement

Business Day means a day on which banks in New York are generally
open

Default Interest Rate means: the rate, as determined by the Lender,
applying to the principal element of an overdue amount under Clause 6.3,
calculated as the sum of the interest rate in effect immediately before the
due date of such amount, plus 1%;

Effective Date shall have the meaning given to it in Clause 2.1;

Final Repayment Date means ; ;

Interest Payment Date means and of each year
during the term of this agreement, provided, that:

any Interest Payment Date which is not a Business Day shall be extended
to the next succeeding Business Day;

Loan Amount means $ ;

Maturity Date means the Final Repayment Date;

1



Request means a request for the Loan Amount from the Borrower to the
Lender under the terms of clause 3.1;

Termination Event means an event specified as such in Clause 7;

Value Date means the date upon which cleared funds are made available
to the Borrower by the Lender pursuant to a Request made in accordance
with Clause 3.1. Such date shall be a Business Day as defined herein.

2.1

2.2

2.3

3.1

4.1
4.2

4.3

Term Loan

This Agreement shall come into effect on , (the
"Effective Date").

The Lender grants to the Borrower upon the terms and conditions of
this Agreement a term loan in an amount of $

The new indebtedness shall be evidenced by a note in substantially
the form of Exhibit “A” attached hereto.

Availability of Requests

On the Effective Date, the Borrower will submit a request (the
“Request’) to the Lender for the Loan Amount, such Request
specifying the Value Date, the Maturity Date and the bank account
to which payment is to be made. The Request shall be submitted to
the Lender by the Borrower and delivered in accordance with Clause
9.3.

Interest
The rate of interest on the Loan Amount is %.

Interest shall accrue on the basis of a 360-day year consisting of
twelve 30 day months upon the Loan Amount.

Interest shall be payable in arrears on each Interest Payment Date.



5.2

5.3

6.2
6.3

Repayment and Prepayment

The Borrower shall repay the Loan Amount together with all interest
accrued thereon and all other amounts due from the Borrower
hereunder on the Final Repayment Date, whereupon this Agreement
shall be terminated.

On any Interest Payment Date, and with at least three business
day’s prior written notice, the Borrower shall be entitled to prepay
any amount of the loan outstanding, provided such payment is not
less than $1,000,000 and provided further, the Borrower shall pay a
prepayment charge equal to the present value of the difference
between (i) the interest payable provided in this loan agreement and
(i) the interest payable at the prevailing interest rate at the time of
prepayment, for the period from the date of prepayment through the
Maturity Date, which difference, if negative, shall be deemed to be
zero. The present value will be determined using the prevailing
interest rate at the time of the prepayment as the discount rate.

A certificate from the Lender as to the amount due at any time from
the Borrower to the Lender under this Agreement shall, in the
absence of manifest error, be conclusive.

Payments

All payments of principal to be made to the Lender by the Borrower
shall be made on the Final Repayment Date, or on an Interest
Payment Date under Clause (5.2) to such account as the Lender
shall have specified.

Interest shall be payable in arrears on each Interest Payment Date.

If and to the extent that full payment of any amount due hereunder is
not made by the Borrower on the due date then, interest shall be
charged at the Default Interest Rate on such overdue amount from
the date of such default to the date payment is received by the
Lender.



7.2

Termination Events

The Borrower shall notify the Lender of any Event of Default (and
the steps, if any, being taken to remedy it) promptly upon becoming
aware of it.

The following shall constitute an Event of Default hereunder:

7.2.1 Default is made by the Borrower in the payment of any sum
due under this Agreement and such default continues for a
period of 10 Business Days;

7.2.2 Bankruptcy proceedings are initiated against the Borrower;

7.2.3 The Borrower leaves the E.ON Group (i.e. the companies
consolidated in E.ON AG’s balance sheet);

If a Termination Event occurs under Clause (7.2.2) of this section, the
Loan Amount outstanding together with interest will become due and
payable immediately.

If a Termination Event occurs according to Clauses (7.2.1) or (7.2.3) of this
Section, Lender shall at its discretion grant Borrower a reasonable grace
period unless such grace period shall be detrimental to the Lender. If the
Termination Event is uncured at the expiration of such period, the Loan
Amount outstanding together with interest will become due and payable
immediately.

8.

8.1

Operational Breakdown

The Borrower is not liable for any damages incurred by the Lender
and the Lender is not liable for any damages incurred by the
Borrower caused by Acts of God or other circumstances incurred by
one party for which the other party cannot be held responsible (i.e.
power outages, strikes, lock-outs, domestic and foreign acts of
government and the like).



9.2

9.3

10.
10.1

11.

11.1

12.

12.1

Notices

Each communication to be made in respect of this Agreement shall
be made in writing but, unless otherwise stated, may be made by
facsimile transmission or letter.

Communications to the Borrower shall be addressed to: Louisville
Gas & Electric Company, 220 W. Main St., Louisville, KY 40202,
Attn: Treasurer fax# (502)627-4742 except for confirmations which
should be sent to the attention of Karen Callahan.

Communications to the Lender shall be addressed to: Fidelia
Corporation, 919 N. Market Street, Suite 504, Wilmington, Delaware
19801, Attn: President.

Assignment

The Lender may at any time assign, novate or otherwise transfer all
or any part of its rights and obligations under this Agreement to any
affiliate of the Lender.

Severability

If any of the provisions of this Agreement becomes invalid, illegal or
unenforceable in any respect under any law, the validity, legality and
enforceability of the remaining provisions shall not in any way be
affected or impaired.

Counterparts

This Agreement may be executed in any number of counterparts that
shall together constitute one Agreement. Any party may enter into
an Agreement by signing any such counterpart.



13. Law

13.1 This Agreement shall be governed by and construed for all purposes
in accordance with the laws of Delaware.

IN WITNESS whereof the parties have executed this Agreement the day and
year first above written.

SIGNED by )
for and on behalf of )
Louisville Gas & Electric Company)

SIGNED by )
for and on behalf of )
Fidelia Corporation )



EXHIBIT "A"

PROMISSORY NOTE

Uus.$ Louisville, KY,

Louisville Gas & Electric Company ("LG&E"), for value received, hereby
promises to pay to the order of Fidelia Corporation ("Fidelia") in lawful money of
the United States of America (in freely transferable U.S. dollars and in same day
funds), in accordance with the method of payment specified in that certain LG&E
Loan Agreement dated as of : , between LG&E and Fidelia
("the Agreement"), the principal sum of $ , which amount shall
be payable at such times as provided in the Agreement.

LG&E promises also to pay interest on the unpaid principal amount hereof
in like money and in like manner at the rates which shall be determined in
accordance with the provisions of the Agreement, said interest to be payable at
the time provided for in the Agreement. This Note is referred to in the Agreement
and is entitled to the benefits thereof and the security contemplated thereby.
This Note evidences a loan made by Fidelia, during such time as such loan is
being maintained. This Note is subject to prepayment as specified in the
Agreement. In case LG&E defaults on the loan, the principal and accrued
interest on this Note may be declared to be due and payable in the manner and
with the effect provided in the Agreement.

LG&E hereby waives presentment, demand, protest or notice of any kind in
connection with this Note.

This Note shall be governed and construed and interpreted in accordance
with the laws of the State of Delaware

Louisville Gas & Electric Company

By:
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TWO NEW ISSUES

Subject 1o the senditions and exeaptions set forth under the caption “TAX TREATMENT", Harper, Ferguson & Davis, Loulsville, Kentucky (“Bond
Counsal”), is of the opinion that, under current law, intersst on each jssus of 1992 Series A Bonds offered heraby () w;ll be excluciable from the gross
income of the recipients tharaof for federsl incoms tax purposes, except that no opinion will be exprassad regardling such easc/us:on from gross
incame with respect fo any 1992 Series A Bond duting any periatt in which it is held by a "substantial user” ora “refated person” as such terms are
used i Section 147(a) of the internal Reverue Code of 1986, as amended (the “Cade”), ‘and (1) will not ke an tem of tax preferance in
determining altermative minkmum taxable income for indlviduals and corparations under the Code, Such inferest may be subject to certain
federal taxes imposed on certaln corporations, including impositon of the corporate alfemative minimum fax on a portion of such interest,
Bond Counsal Is further of the epinion that interest on eact (ssus of the 1582 Series A Sonds will be excludable from the gross income of f1a
raciplents thereof for Kentucky income fex purpoeses and that, under current law; principal of each l§sue of the 1992 Serlas A Bonds will be
exempt from ad valorem taxes i Kentucky, Issuance of each lssus of the 1992 Serles A Bonds is subjsct to receipt of a favorabla tax
opinion of Bond Counssl s of the date of delivery of the 1982 Serfes A Boncfs. Sea "TAX TREATMENT" herein.

$31,000,000 $60,000,000
County of Jefferson, Kentucky  County of Trimble, Kentucky
Poilution Control Revenue Bonds, Pollution Control Revenue Bonds,
1992 Series A , . 1992 Series A
(Louisville Gas and Electric Company Eroject) (Loulsvllle Gas and Electric Company Project)

THE 1992 SERIES A BONDS WILL BE SPECIAL AND: LIMITED OBLIGATIONS OF EACH RESPECTIVE COUNTY (THE
“COUNTY™) PAYABLE FROM AMOQUNTS RECEIVED UNDER A LOAN AGREEMENT WITH LOUISVILLE GAS AND ELECTRIC
COMPANY (THE “COMPANY”) AND PLEDGED AS SECURITY FOR SUCH ISSUE OF 1992 SERIES A BONDS. THE 1992 SERIES
A BONDS WILL NOT CONSTITUTE AN INDEBTEDNESS OR A GENERAL OBLIGATION OR PLEDGE OF THE FAITH AND CREDIT
OF THE COMMONWEALTH OF KENTUCKY OR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING THE RESPECTIVE

COUNTY, AND WILL NOT GIVE RISE TO A PECUNIARY LIABILITY OF THE RESPECTIVE COUNTY OR A CHARGE AGAINSET TS
GENERAL CREDIT OR TAXING POWERS, , » .

Dated; Date of lsysuance Due: September 1, 2017

The 1982 Series A Bonds of each issue are payable solely from and secured by payments to be received by the respective County
pursuantto separate Loan Agreements with Loulsville Gas and Electric Company, Loulsvilie, Kentucky, except as payable fram acerusd
interest, if any, 1992 Series A Bond procesds or investmant eatnings thereon. Princlpal of, and interest an, the 1992 Seriey A Bonds of
each issue will be further secured by the delivery to the Trustee of First Marlgage Bonds of

Louisville Gas and Electric Company
and, until the Cross-Over Date, by & pledge of the Escrow Fund (each as defined herein),

Eachissue of 1992 Series A Bonds as Initially issued will bear intarast at Flexible Rates, The Iniflal Flexible Rate to be borne by each
Jefferson County 1892 Series A Bond will be determinad and reset by Smith Barney, Harrls Upham & Co. Incorporated as Remarketing
Agent for such issue and the Initial Flaxible Rata to be bome by each Trimble County 1892 Setles A Bond will be determined and reset by
Goldman, Sachs & Co. as Remarketing Agent for such izsue. The rate of interest on each issue of 1982 Series A Bonds may be changed
from time to time to Flexibls, Daily, Weekly, Semi-Annual, Annual or Long Term Rates upon notice as described herein and, under certain
circumstances, the 1992 Series A Bonds may be converted to biear interest at the Long Torm Rate until maturity,

_ The 1992 Series A Bonds will be issued only as fully registered bonds in denaminations of $100,000 and whole multiples thereaf
while bearing Interest at a Daily, Weekly or S8emi-Annual Rate; in denorinations of $1,000.and whole muitiples thereof with a minimum
denomination of $100,000 while bearing interest at Flexible Rates; and in denominations of $8,000 and whole multiples thereof while

bearing interest at an Annual or Long Term Rate. Security Pacific National Trust Company (New York) is Trustee and Paying Agert for the
1982 Series A Bonds, ’

Registerad owners will be required to tender their 1992 Series A Bands for purchase: (f) atthe end of each Flexible Rate Periad; and
{i) upon gonvarsion of the 1992 Series A Bonds fraim one interest rate mods 1o a different interest rate mode (except upon conversion

between paily and Weekly Rate Perjods) and between Long Term Rate Parlods effective for periods of different durations. Tendered
1992 Series A Bonds may be remarketed and remain outstanding.

Price: 100%

The 19}22 Series A Bonds of each issue are offered when, as and i issued by the respective County and accepted by the Underwritars,
sub;eqt to priar sale, fo withdrawaf or modification of tha offer without notice and to the approval:of legality by Harper, Ferguson &
Davis, Loulsville, Kenucky, Bond Counsel, the approval of certain other legal matters by Gardner, Carton & Douglas, Chicago,
lliinois, and Susan M. Jenkins, Esq., counsel to the Cormpany, and by Winston & Strawn, Chicago, lllinois, counsel to the
Underwriters, and certairi other conditianis. It is expected that dalivary of the 1992 Series A Bonds will be made on or

about Septamber 17, 1992, in New York; New York against payment therefor: '

Goldman, Sachs & Co. ~  Smith Barney, Harris Upham & Co.

Incorparated
September 10, 1992
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FLEXIBLE RATE

DAILY RATE

WEEKLY RATE

Interest Payment
Dates

With respect to any 1892
Series A Bond, the firat
Business Day fol!ow:ng the
last day of each Flexible
Rate Period for that Bond.

The first Business Day of
each calendar month.

The first Busihess Day of
each calendar month.

- Interest Rate

Determination
Dates

For each RBond, not later
than 1:00 p.m. on the first
day of each Flexible Rate
Periad for such Bond.

Not later than 9:30 a.m. on
each Business Day.

Not later than 5:0Q p.m. on
the day preceding the first
day of each Weekly Rate
Period or, if not a Business
Day, on the next
succeedmg Busmess Day.

Interest Rate

- Perlods

Far each Bond, successive
periods gach of a duration
designated by the -

1 RemarKeting Agerit of one

day to 270 days {or a
lower maximum number as
spécified it the Indenture);
rmust end on a day

. preceding a Business Day.

From and including each
Business Day to but not
including the next
Business Day.

Fram and mcludmg each .

Wednesday to and
‘| including the following

Tueisday.

Purchiase on
Demand of
Registerad

Owner; Requlred

No. puichase on derand -
of the registered owner.

Any Busmess Day, by
written or telephonic notice
tor thé Tendser Agent by
10:00 a.m. on such

Any Business Day; by
written notice to the Tender

Agent at or befare

5:00 p.m. on a Business

Notlee Business Day Day nut later than sevén
days prior to the Purchase
o L ) ) - ~Date -
Mandatory Any Convetsion Date; and | Any Conversion Date Any Conversmn Date

Purchase Dates

with respact to each Bond,
on gach interest Paymant

Date for such Bond.,

{other than to the Weekly

Rate)A

{other than to the Dally
Rate),

Redemption.,

With respect to each Buncl
opfional at par on any
Interast Payment Date for

" such Bond; Extracsdinary

Optional at par; and
Extraordmary Mandatory at

p'ar

Ophonar at par on any
Inforest Paymeit Date;
Extraordinary Optional at
pan; and Extraardinary
Mandatory at par.

’ Opﬁona& at par én any

Interest Payment Date;
Extracrdinary Optlonaf at -
par; and Exiraordinary
Mandatory at par,

*

Notices of
Redemption and
Mandatory
Purchases

No notlce of mandatory
purchase follewing the end
of each Flexible Rate
Period; otherwise not fewer
than 15 days (30 days
notice of mandatory
purchase if Conversion to
the Semi-Annuat, Annual or
Long Term Rate) or greater
than 60 days .

Not fewer than 15 days
| (30 days notice of

mandatory purchase if
Convarsion ta the Semi-
Annual, Annual or Long
Term Rate) ot greater than
60 days.

Not fewar than 15 days

{30 days notice of

mandatory purchase if
Conversion to the Semi-
Annual, Annual or Long
Term Rate) or greater than
€0 days.

Manner of
Payments: -

" Principal or redemp’aon

‘price and interest i
immedistely available -
funds upon surrendsr of

- the Bond to the Paying

Agent; purchase price
upon surrender of the -
Bond to the Tender Agent.

'Prmmpa] or redemp’uon

price upon surrender of
the Bond to the Paying
Agent; irterest in :
irimediately avaifable
funds; purchase price

" upon surrender of the

Bond to thé Tender Agent.

Principal or redemption -
price upgn surrender ‘of

| the Bond to the F’aymg

Agent interest e )
immediately available”
funds; purchase price:
upan surrendar of the
Band ta the Tendér Agent.
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SEMI-ANNUAL RATE

ANNLIAL RATE

LONG TERM RATE

Bach March 1 and September 1,

Each Mareh 1 and September 1.

Each Mareh 1 and September 1;
any Conversion Date and the
gffective date of any change to a
new Long Term Rate Period.

Not later than 12:00 noon on the
Business Day preceding the first
day of each Semi-Annual Rate
Period.

Not later than. 12:00 noon on the

Business Day preceding the first
day of sach Annual Rate Period,

Not later than 12:00 nopn on the
Business Day preceding the first
day of each Long Term Hate
Period.

Each sbemonth pariod from and
including each March 1 and
September 1 to and inclyding the
day preceding the next Interest
Payment Date,

 Each one-year period from and

including March 1 and

September 1 to and including the

day immediately, preceding the -
second Interest Payment Date
thereafter.

Each period designated by the
Company of more than one year
in duration and which is an
integral multiple of six months,

such pefiod (March 1 and
September 1) to and including
the day immediately preceding
the tast Interest Payment Date for
that period.

from and including the first day of |

On any Interest Payment Date; by
written notice to the Tender Agent
on a Business Day not later than
the fifteenth day prior to the
Purchase Date.

On the final Interest Payment -
Date for the Annyal Rate Period;
by written notice to the Tender
Agent un a Business Day not
fater than tha fifteenth day prior to
the Purchage Date.

On the final Interest Payment
Date for the Long Term Rate,
Period; by written notfice to the, .
Tender Agent on a Business Day
not later than the fifteenth day
prior to the Purchase Date.

Any Conversion Date.

Any Conversion Date,

Any Conversion Date; and the
gffective date of a change of
Long Term Rate Period. :

Optional at par on any interest
Payment Date; Exiracrdinary

Optional at par: and Extradrdinary
Mandatory at par , i

Optional at par on the final
Interast Payment Date for the

Anfiual Rate Period; Extraordinary -

Optional. at par; Extraordinary
Mandatory at par

.(‘f)_ptibhal at times and prices

dependent on the length of the

Long Term Rate Poriod;
Exiraordiriary Optional at pan;
Extraordinary Mandatory at par.

Not fewer than 30 days or greater
than 60 days.

Not fewer than 30 days or greater
than 60 days.

Not fewer than 30 days or greater
than 60 days. ‘

Principal or redemption price
upon surrender of the Bond to
the Paying Agent; interest by
check mailed to the registered
owner or, upan request of
registered owners of $1,000,000
or more of Bonds, in immediately
available funds; purchase price
upon sutrender of the Bond to
the Tender Agent. :

Principal or redemption ptice
upon surrender of the Bond to
the Paying Agent: interest by |
chack mailed to the registered
owner or, upon request of
ragistered owners of $1,000,000
or more of Bondsg, in immediately
availabla funds; purchase price
upon surrender of tha Bond to
the Tender Agent: :

Principal or redemption price

upon surrender of the Bond to
the Paying Agent; interest by .

. check mailed to the registered

owrer or, upon request of
registered owners of $1,000,000
ar'more of Bonds, in immediately
available: funds; purchase price
upon surrender of the Bond to

the Tender Agent.

10
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If the registered owner of any 1992 Series A Bond (or portion thereaf) that is subject to purchase
pursuant to the Indenture fails to deliver such 1992 Serigs A Bond with an appropriate instrument of
transfer to the Tender Agent for purchase on the Purchase Date, and if the Tender Agent s in receipt of
the purchase price therefor, such 1992 Serles A Bond (or portion thereof) nevertheless will be deemed
purchased on the Purchase Date thereof. Any owner who so fails to deliver such 1992 Series A Bond for
purchase an (or before) the Purchase Date will have no further rights thereunder, exoept the right fo
receive the purchase price thergof from those moneys déposited with the Tender Agent in the Purchase
Fund pursuant to tfie Indenture upon presentation and surrendér of such 1992 Series A Bond o the
Tender Agent propetly endarsed for transfer in blank with all signaturés guaranteed.

Redemption Provisions .
Optional Redernption, "

(i) Wheneverthe Intsrest Rate Made fur the 1992 Series A chds fsthe Datly Rafe, the Weekly Rate
or the Semi-Annual Rate, the 1992 Series A Bonds will be subject to redémption, h wholé or.in part, at
the option of the County, upon the direction of the Company, at a. redempﬂon price of 100% of the
principal amount thereof on any. Interest Paymerit Date

(iy Whenever the Interest Hate Mode far a 1992 Senes A Bond is the Flexlble Rate, such 1992
Series A Bond will be gubject to redemptlon in whole or in palt, at the option of the County, upon the

diraction ¢f the Campany, at a redemption price of 100% of the prmc:pal amount thereof on each Intarest
Payment Date for that 1992 Serfes A Bond: .

(i) Whehever the Interest Raté Mode for the 1992 Senes ‘A Bonds is the Annual Rate, the 1g82
Series A Bonds will be subject to redemption, in whole of in par, ai the option of thé County, upon the

direction of the Company, at a'redemption price of 100% of the prmcupal armount thereof on the final
Interest Payment Datg for each Annual Rate Period. g

(iv) Whenever the !nterest Rate Made for the 1992 Séries A Bonds is the Long Term Rate, the 1992
Series A Bonds will be subject to rederfiption; in whelg of in'part, at the option of the County;-upon the
direction of the Company. (A) on the final Iriterest Payment Date for the then current’ Long Term Rate
Period and (B) prior fo the end of the then current Long Term Rate: Period at any time during the

redemption periods and at the redemphon pnces set forth betow, ptus mterast accrued if ¢ any, to tha
redemption date: s . ,

- bl

Origlnat -

Length of Currert , '
Lr.m Torm Ratn. Commancement of Redemptlun Prica as
eriod (Years) ' Rademption Perrod Percantagn of Princlpal

More than 15 years

More than 13 but not -
mors than 15 years

More than 10 but not
more than 13 years

Tenth arinivérsary of -
commencement of Long
Term Rate Period:.

Eighth anni)ie,rsary of.

commencemeant of Long.

Term Rats Period |

‘Fifth anniversary of :
commencement of Long’ - ©

‘Term Rate Period

16

102%, dec!mmg by 1/2% on each

succeeding anniversary of the first
day af the-redemption period until
reaching 100% and thereafter
100% o

102%. declining by 1/2% otreach -
sticceeding anniversary of the first

- day of the redemption period until

reaching 100% and thereafter

100%

101%% dechnmg by 1/2% aen each
succeeding ariniversary of the first
day of the redemption period until

* réachirg 100% and thereafter

100%
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Criginal

Longth af Current
Term Rate Commencament of Redemption Price as
Per ad (Years) Radamption Perlod Percentage of Principal
More than 7, but not Fifth anniversary of 101%, declining by 1/2% on each
more than 10 years commencement of Lang succeeding anniversary of the first
Term Rate Period day of the redemption period until
’ reaching 100% and thereafter
100%
More than 3 but nat more Third anniversary of 101%, declining to 100% on the
than 7 years : " commengement of Long next anniversary of the first day of
Term Rate Périod .. tHe redemption period and
' thereafter 100%
3 years or less - Non callable - " * Nor-callable

Subject to certam condttlons mcluding provxsmn of an opmlon of Boncl Counsetthat achangeinthe
redemption provislons of the 1992 Series A Bonds will not adversely affecr the exclusion from gross
income of interest on the 1 992 Series A Bonds for federaf income tax purposes, the redemption periods
and redemption prices may, be revised, effective as of the Conversion Date, the date of a change in the
Long Term Rats Penod of a Purchase Dats on the finai Interest Payment Date during a Long Term Rate
Period, to reflect Prevamng Market Conditions on such date.

Extraordinary Optional Redemption In'Whole. The 1992 Senes A Bonds may be redaemed by the
County in whole at 100% 6f the prinéipal amount thereof plus accrued interest 1o the rédemption date
upon the exercise by the Company of an option under the Loan Agreement to prepay the loan if any of
the following events shall have occurred:. v

(@) ifin the judgment of the Company, unreasonable burdens oOf excessive llabﬂmes shall have
been irposed upon the Company after the issuance of the 1992 Series A Bonds with respect to the
Projstt or thé operation theteof, including without fifnitation fedéral; state’ of other ad valorem,
property, Incofrie. oF cther taxes notimposed o September 1, 1992, other thart ad valore taxes
presently lewed upon anatéIy owned property uséd for thé sarre genera! purpose as the Project;

(=)} it the Project ¢ or a portlon théreof or other property of the Company in connectlon with
which the Project Is used shall have been damaged ar destroyed to such an extent so as, in the
Judgment of the Company, to render the Project or such other property ofthe Company unsatisfac-

tory to the Company far its mtended use, and such condx'tlon shall contmue fora penod of six
mcmths, . -

(c) there shall have occurred condemnation of all or substantially all of the Project or the
taking by eminent domain of suéh use qr control ofthe Project ar other property of the Company in
connection with which the Pro;eot is used so as, in the judgment of the Company, to render the
Project or sueh other property of the Company unsatistactory to the Company for its mtonded use;

() In the event changes, which the Company cannot reasonably control, in the economic
avaliabillty of miatetfals, supplies, labor, equipment or ather praperties or things necessary for the
efficient operation of the Genefating Station shall have oceurred which, in the judgmerit of the
Company, render the continued operation of the Generating Station or any generating unit at such
station uneconomical; o chaiges in circumstances after the issuance of the 1992 Series A Bonds,
including biit not limited 16 ehangesiin clean air or other air and water poliution control requirements

or solid waste disposal requirements, shall have ocourred such that the Company shall determine
that. use of the Project is no 1onger requxred or daswable

(g) the Loan Agreement shall have become void or unenforceable of impossible of perfarm-
ance by reason of any changes in the Constitution of the-Commonwealih of Kentiucky or the
Constituticn of the United States of America or by reasén of Ieg!s!a’uve or administrative action

(whether state or federal) orany final decree, judgment or order of any court or administrative body,
whether state or federal: or

17
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) afinal order or decres of any court or administrative body after the issuance of the 1992
Series A Bonds shall require the Company to ceass a substantial part of its operations at the
Generating Station to such extent that the Company will be prevented from carrying on its normal
operations at such station for a period of six months.

Extraordinary Optionial Redemption in Whole or in Part.  The 1992 Series A Bonds are also subject
to redemption in whole or in part at 100% of the principal amount thersof plus accrued interest to the
recdemption date at the option of the Company in an amount not to exceed the net proceeds receivad
from Insurance or any condemnation award recéived by the County, the Company or the First Morigage
Trustee in the event of damage, destruction or condémnation of all or a portion of the applicable Project.
See “THE LOAN AGREEMENT — Maintenance; Damage, Destruction and Condemnation”.

Mandatory Redemption; Event of Taxability. The 1982 Series A Bonds are subject to mandatory
redemption hy the Gounty at 100% of the priricipal amount thereof plus accrued interest to the redermnp-
tion date if the Company is required to prepay the amounts due under the Loan Agreement after a final
determination by a court of competent jurisdictiori or an administrative agency ta the effact that as a
result of a failure by the Company to perform or observe any covenarit or agreement orthei maccuracy of
any representations contained in the Loan Agréemsit or any other agreement or certificate delivered in
connection therewith, the interest payable on tHe 1992 Series A Bonds is included for federal income tax
purposes in the gross income of any Bondholder (other than any Bondholder who is a “substantial user”
of the Project or a “related person” as such terms are used in Section 147(a) of the Internal Revenue

Code of 1986, as amended, {the “Code")), Such mandatory redemptlon shall take place within 180 days
after such final determination.

Such redemption is not obligatory unless the Company has pamﬂpated in or had the oppdrtunity o
participate, to a degree the Company reasonably deems sufficient, in the proceeding which resulted in
such deterrnination, either directly ar through a Bondholder. No determination will be corisidergd final
until the conclusion of any appellate review: or the expiration of the time for seeking such review. Further,
na redemption obligation will arise unless such Bondholder permits the Company to participate in such
procesdings to the degree the Company reasonably deems sufficient and gives. the Company: prompt
written notice of the commencement of such proceedings. The 1992 Serles A Bonds will be redeemed in
whole, unless the Trustes recefves an opinion of Bond Counsel, in accordance with the Indgnture, that
partial redemption waould result in the interest payable on the remaining 1992 Series A Bonds outstand-
ing after such redemptxon not being included in the gross income of any Bondholder other than a

Bondholder who is a “substantial ussr” of the Project or a "related person" as such terms are used in
Section 147(a) of the Code.

If the Internal Revenue Service or a court of competent jurisdiction determines that the mterest paid
ar to be paid on any 1992 Series A Bond (exgept fo a “‘substantial user” of the Pro;ect or a “related
persory?” within thie méaning of Secnon 147(a) of the Cade) is or was moludxble inthe gross income of the
recipient for federal income tax purposss for reasons other than as a result of & failure by the Gompany to
perform or observe any of its covenants, agraemenis or representations in the Loan Agreement, the
1992 Series A Bonds are not subject to redemphon In such circumstances, Bohdholders weuld con-
tinue to hold their 1992 Series A Bonds, recsiving principal and interest at the applicable rate ag and
when due, but would be required 10 include such interest payments in gross income for federal income
X purposes. Algo, if the lien of the Indenture i is discharged or defeased prior fo the occurrence of a final
determination of taxabshty, 1892 Series A Bonds will not be redeemed as descnbed herein.

Mandatory Redernption; Failuré to Pay and Drscharge Refunded Bonds. The 1992 Sefies A Bonds
are also subject to mandatory redemption in ‘whole &t 100% of thig principat amount thereof plus accérued
interest on or prior to the fifteenth day after the date (the "Failed Cross-Qver Date”) which is the 90th day
after the issuance of the 1892 Series. A Bonds H, on or prior to such 90th day, the. Company has not

caused the payment and discharge of the Refunded Bonds, in accordance with the indenture of frust
under which the Refunded Bonds were Jssued
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General Redemption Terms. Notice of redemption will be given by mailing a redemption notice by
first class mail 1o the registered owrners ofthe 1892 Series A Bonds to be redeemed not less than 15 days
(30 days if the Intersst Rate Mode is the Semi-Annual Rate, the Annual Rate or the Long Term Rate), nor
mate than 80 days prior to the redemption date, except that in the case of a Failed Cross-Over Date,
such notice shall be given at least 10 days prior to the rademption dats. Any notice mailed as provided in
the Indenture shall be canclusively presumed to have been given, irrespective of whether the registered
ownar receives the notice. Failure to give any such notice by mailing or any defect therein in respect of
any 1992 Saries A Bond will not affect the validity of any proceedings for the redemption of any other
1992 Series A Bond. No further interest shall accrue on the principal of any 1882 Series A Bond called for
redemption after the redemption date if funds sufficlent for such redemption have been deposited with
the Trustee as of the redemption date.

fsur

Discharge of Indenture. Upon certain terms and conditions specified in the Indenture, the 1992
Series A Bonds or any portion thereof shall be deemed to be paid, and the assignment of payments
made in the Indenture for the security of such 1992 Series A Bonds and the security provided by the
Pledged First Mortgage Bonds may be discharged, upon the making of provision for payment by
irrevocably depositing with the Trustse, cash ar Governmental Obligations maturing as to principal and
interest at such times as to be sufficient to provide amounts to pay when due the principal of, premium, if
any, and interest on such 1992 Series A Bonds and all reasonable and necessary fees and expenses of
the Trustee and paying agent associated therewith. See ""THE INDENTURE — Discharge of Indenture”,

THE LOAN AGREEMENT
General

The term of the Loan Agreement shall commence as of its date and end on the eatlisst to occur of
September 1, 2017, or the date on which all of the 1992 Series A Bonds shall have been fully paid or

provision has been made for such payment pursuant to the Indenture. See “THE INDENTURE —
Discharge of Indentura”. :

The Company has agreed to repay the loan pursuant to the Loan Agreement by making timely
payments to the Trustes in sufficient amounts to pay the principal of, premium, if any, and interest
required to be paid on the 1892 Series A Bonds on each date upon which any such payments are due.
The Company has also agreed to pay (a) the reasonable fees and expenses of the Trusiee, the Bond
Registrar, any Tender Agent and any Paying Agent appointed under the Indenture, (b) the expenses in

connection with any redemptlon of the 1992 Series A Bonds and (c) the reasonable expenses of the
County.

The Company covenants and agrees with the County that it will cause the purchaseé of tendered
1992 Series A Bonds that are not remarketed in accordance with the Indenture and, to that end, the
Cornpany shall cause funds ta be made available fo the Tender Agent at the times and in the manner
required to effect such purchases in accordance with the Indenture (see “THE 1892 SERIES A BONDS
-- Remarketing and Purchase of 1992 Series A Bonds”).

All payments to be made by the Company to the County pursuart to the Loan Agreement (except
the reasonable out-of-pocket expenses of the County and amounts related to indemnification) have
been assigned by the County to the Trustee, and the Company will pay such amounts directly to the

Trustee. The obligations of the Company to make the payments pursuant to the Loan Agresment are
absoluie and unconditional.

Maintenance of Tax Exempfion

The Company and the County have agraed not to take any action that would result in the interest
paid on the 1992 Series A Bonds being included in grosg income of any Bondholder (otherthan a holder
who is a “substantial user” of the Project or a “related person™ within the meaning of Section 147(a) of
the Code) for federal income tax purposes or adversely affects the validity of the 1992 Series A Bonds.
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TWO NEW ISSUES

Subjsct to the conditions and excoptions set forth under the caption “T4X TREATMENT”, Hurper, Ferguson § Duvis, Loulsville,
Rentucky (“Bornd Counssl”), is of the opinions that, under current law, interest an sach sertes of the Bonds offered hersby () witl bs
excludabla from the grors incoms of the rectpisnts thersof for fedaral income tax purposey, execept that no opinion will ba exprossed
regarding such cxelusion, from gross incoms with respsct to any Bond during any peviod in which i is held by a “substanitial user”
or o ‘‘related person” as wuch terme are uged in Section 147(a) of the Internal Revenue Code of 1986, us amended. (the “Code™), and (Fi)
will rot be an. jtom of tox preference tn detarmining altsrnative minimwm toxable incomte for individuals and corporations undsr
the Code. Such intereat may be gubject to certain federal taxes imposed or certuin corporations, including imposition of the corporate
alternative minimum tax on a portion of swch interest. Bond Courssl is further of the opinian that interest on sach series of the
Bords will be excludable fram the gross incomw of the recipients thersof for Kentucky income tax purposes and thuat, wnder eurrent
law, principal of each series of the Bords will be exempt from ad valorem taxes in Kaniucky. Issuance of each serics uf the Bonds is
subject bo receipt of o favorable taw opinion of Bond Counsel as of the date of delivsry of the Bondx. See “TAX TREATMENT" herein,

$35,200,000 : $102,000,060
County of Jefferson, Kentucky County of Jefferson, Kentucky
Pollution Control Revenue Bonds, Pollution Control Revenue Bonds,
1993 Series 4, Due August 15, 2013 1993 Series B, Due August 15, 2019
(Louisville Gas and Electric Company Project) {Louisville Gas and Electric Company Project)
Dated: Date of Issaance Dated: August 15, 1993

THE SERIES 4 BONDS AND THE SERIES B BONDS (COLLECTIVELY, THE “BONDS™) WILL BE SPECLAL AND LIMITED
OBLIGATIONS OF JEFFERSON COUNTY, KENTUCKY (THE “COUNTY™) PAYABLE FROM AMOUNTS RECEIVED UNDER
SEPARATE LOAN AGREEMENTS WITH LOUISVILLE GAS AND ELECTRIC COMPANY (THE “COMPANY*) AND PLEDGED A5
BECURITY FOR SUCH BONDS. THE BONDS WILL NOT CONSTITUTE AN INDERTEDNESS OR A GENERAL OBLIGATION OR
PLEDGE OF THE FAITH AND CREDIT OF THE COMMONWEALTH OF KENTUCKY OR ANY POLITICAL SUBDIVISIQN THEREDF,
INCLUDING THE COUNTY, AND WILL NOT GIVE RISE 70 A PECUNLARY LIARILITY OF THE COUNTY OR A CHARGE AGAINST
ITS GENERAL CREDIT OR TAXING POWERS.

The Bonds of each seriss ars payable solely from and sscured, by poymenty bo be received by the County pursuani to separats Loan
Agreemaenis with the Company, except asz payable ay provided herein from acerwod. interest, if any, Bond procesds or investment

carnings thereon, Principgl of, and interest on, the Bonda of each series will bo further sscured by the delivery to the applicable
Truslee of First Mortgege Bonds of

Touisville Gas and Electric Company

The Sertes A Bonds and the Seriey B Bonds are sepurate series and the suls and delivery of one zeries i not deperdernl on the sale
ard, delivery of the other series. The Seriss A Bonds as intlinlly tssued will bear interest af Ilexible Rotes. The initial Flextble Rate
t0 be borne by sach Series A Bond will be determined and reset by Goldman, Sachs & Co. ar sele Remarketing Adend. The Jeries B
Bonds will initially be tssued with @ Longd Tam Bats Period to maturity of August 15, 2019, ot 558% per annwm, payable February
15 and, Auguab 15 dwring swek period, commencing February 18, 1994 The interest rale pertod, interest rats end interest rate mode
for each series of Bonds will b subject to change under certain condibions, as descrified hergin.

The Bond will be issucd. only as fully registered bonds in denominations of £100,000 and whale multiples thereof while bsaring
interest at o Daily, Weekly or Semi-Annunsl Rote in denominations of §1,000 and whole multiples thereof with a minimuwnay
deromination of $100,000 while bearing interest ul Flextble Rubes; and in denominasions of §6,000 and whole multiples thereof while
bearingd interest at an dnnual or Long Term Rate. Bankdmertca National Trust Company ix Trustee ard Paying ddent for the Serics
A Bondg. PNC Bank, Kentucky, Int., Lowisviile, Kentucky, is Trustes for the Seriss B Bondy.

The Bonds will be purchaged on the demuand of the awners thereof on the terms and subject to the conditions desertbed hereln.
The Bondg uill bs qubject to redemption and mandatory purchase prior fo maturity, as described hersin, including, bWt not limited
t0; (3) at the end of each Flexible Rate Period; and (i) zggon. conwarsion of the Bonds from one interest role mode to @ different interest
rate mode (except upon conversion between Daily and Weakly Bate Periads) and betwesn Long Term Rate Periods éf fective for periods
of different durations. Tendered Bonds may be remarksted, and ramain outstanding.

PRICE: 100%
{Flus agcrned infereat from August 15, 1993 in the case of the Series B Bonds)

The Bonda of each series ars offered when, as end, if issued by the County and accepted by the Undorwriters thersfor, subject o
prior sale, to withdrawal or modification of the offer without notice and to the approval of legality by Horper, Ferguson iy,
Lowisvitls, Kenbucky, Bond Counsel, the approvel of cortain other legal matters by Gardnor, Carton & Douglas, Chicago, Tllinoty,
and Susan M. Jenkins, Esq., counsel to the Compary, and by Winstors & Strawm, Chicado, Tllinois, coungsl to the Underwriters, and
cartain other conditiong. It is axpacted that delivery of $he Bonds will bs nvade on or about August 81, 1998, in New York, New York

againgi payment therefor.
Goldinan, Sachs & Co.
(Serics A Bonds ouly)
Morgan Stanley & Co.
Tocorporated

Donaldsogz, Luikin & Jenrette

eeurities Curporation

J.J.B. Hilliard, W.L. Lyons, Inc.

August 26, 1993 (Series B Bonds only)
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FLEXIBLE RATE DALY RATE WEEKLY RATE

Interest Payment With respect to any Bond, The fixst Business Day of The first Business Day of

Dates the first Business Day fol- cach calendar month, each calendar month.
lowing the last day of each
Flexible Rate Period for
that Bond.

Tnterest Rate For each Bond, not later Not later than 9:30 a.m. on | Not leter then 5:00 pam. on
Determination than 1:00 pan. on the first each Buginess Day. the doy preceding the first
Dateg day of each Flexible Rate day of each Weekly Rate

Period for such Bond. Period or, if not & Business
Day, on the next succeeding
‘ Business Day,
Interest Rate For each Bond, saceesaive From and including each From and including each
Perinds periods each of a duration Busipess Day to but not in- | Wednesday to and includ-
designated by the Remarket- | cluding the next Puginess ing the following Tuesday.
ing Agent of one day to 270 { Day.
days (or 2 lower maximum
nutoher as specified in the
Indenture); must end on a
day preceding a Business
Day.

Purchase on No purchase on demand of | Any Buginess Day; by writ- Any Business Day; by writ-
Demand of the registerad owner. ten or telephonic notice 1o ten notice to the Tender
Registered the Tender Agent by 10:00 | Agent at or before 5:00 p.m.
Ownery Required a. on such Bnsiness Day. | on a Business Day not later
Notica than seven days prior to the

Purchase Date.

Mandcetory Any Conversion Date; and Any Conversion Date Any Conversion Date
Purchese Dates with respect to each Bond, (other than to the Weckly (other than to the Detly

on each Interest Payment Rate). Rate).
Date for such Bond.

Redomption ‘With respect to each Bond, | Optionalat par onany Tater- | Optional at par on any Inter-
optional at par on any Inter- | est Payment Date; Extraor- | est Payment Date; Extraor-
5t Payment Date for such dinary Optional at par; and | dinary Optional at par; and
Bond; Extraordinary Op- Pxtraordinary Mandatory Extraordinary Maadatory
tional at pax; and Batraordi~ | ut par. “at par.
nary Mandatory st par.

Netices of No notice of mandatory pur- | Not fewer than 15 days 30 | Not fewer tham 15 days (30
Redemption and chasc following the end of days notice of mandatory days notice of mandstory
Mandatory cach Flexible Rate Period; | purchase if Conversion to purchase if Conversion to
Purchases otherwise not fewer than 15 | the Semi-Annual, Annnal the Semi-Annual, Annual

days (30 days notice of man- | or Long Term Rate) or or Long Term Rate) or
datory purchase if Conver- greater than 60 days. geeatst thon 60 days.
sion to the Semi-Annual,

Annual or Long Term

Rate) or greater then 60

days.

Magaer of Principal or tedemption Principal or redemption Principal or rederaption

Payments price and interest in immedi- | price upon surrender of the | price upon surrender of the
ately available funds upon Bond to the Paying Agent; | Bond to the Paying Agen
surrender of the Bond to intorest in immediately interest in mmediately
the Paying Agent; purchase | available fonds; purchase avuilable funds; purchage
price upon surrender of the |} price npon surrender of the | price upon sumrender of the
Bond to the Tender Agent. | Bond to the Tender Agent. | Boud to the Tender Agent.
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SEMI-ANNUAL RATE

ANNUAL RATE

LONG TERM RATE

Each February 15 and Avgust 15,

Each February 15 and Augnst 15,

Each February 15 and August 15
any Conversion Date and the effec-
tive date of any change t0 & new
Long Term Rate Period,

Not later than 12:00 noon on the
Business Day preceding the first
day of cach Semi-Annual Rate
Period.

Not later than 12:00 noon on the
Busineys Day preceding the first day
of each Annual Rate Period.

Not later than 12:00 sioon on the
Business Day preceding the first day
of each Long Term Rate Period.

Each six-month period from and in.
cluding each February 15 and Au-
gust 15 to and including the day pre-
ceding the next Interest Payment
Date,

Bach one-year period from and in-
cluding February 15 and August 13
to and including the day immedi-
ately preceding the second Interest
Payment Date thereafter.

Each period designated by the Com-
pany of more than one year in dura-
tion and which is an integral multi-
ple of sizx months, from and includ-
ing the first day of such period (Feb-
ruary 15 ad Augnst 15) to and in-
clnding the day immediately preced-
ing the last Interest Payment Diate
for that period.

On any Tnterest Payment Date; by
wrilten notice to the Tonder Agent
on a Business Day not later than
the fifteenth day prior to the Pur-
chase Date.

On the final Interest Payment Date
for the Annual Rate Period; by writ-
ten notice to the Tender Agent on &
Business Day not later than the fif-
teenth day prior to the Purchase
Date.

On the final Interest Payment Date
for the Long Term Rate Period; by
written notice to the Tender Agent
on a Business Day not later than
the fifteenth day prior to the Pur-
chage Daie.

Any Conversion Date,

Any Conversion Date,

Any Conversion Date; and the effec-
tive date of & change of Long Term
Rate Period.

Optional at par on any Interest Pay.
ment Date; Extraordinary Optional
at par; and Extraordinary Manda-
tory at par.

Optional at par on the final Interest
Payment Date for the Annual Rate
Period; Bxtraordinary Optional at
par; Extraordinary Mandatory at
pat.

Optional at times and prices depen-
dent on the length of the Long
Term Rate Period; Extraordinary
Optional at part; Extraordinary Man-
datory at par.

Not fewer than 30 days or greater
than 60 days.

Not fewer than 30 days or greater
than €0 days.

Not fewer than 30 days or greater
than 60 days.

Principal or redemption price upon
surrender of the Bond to the Paying
Agent; interest by check mailed to
the registered owner of, upon re-
auest of registered owners of
$1,000,000 or more of Bonds, in im-~
medintely available fundy; purchase
price upon surrender of the Bond to
the Tender Agent.

Principal or redemption price upon
surxender of the Bond to the Paying
Agent; interest by check mailed to
the rogistered owner Or, vpon re-
quest of registercd owners of
$1,000,000 or more of Bonds, in im-~
mediately available funds; purchase
price upon surrender of the Bond to
the Tender Agent.

Principal or redemption price upon
surrcnder of the Bond to the Paying
Agent; intecest by check mailed to
the registercd owner or, upon re-
quest of registered ownera of
$1,000,000 or more of Bonds, in im-~
mediately available funds; purchase
price upon sucrender of the Bond to
the Tender Agent.

11
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ell signatures guaranteed by a bank, trust company or member firm of The New York Stock Exchange, Inc.
The Tender Agent may refuse to accept delivery of any Bond for which an instrument of transfer satisfactory

to it has not been provided and has no obligation to pay the purchase price of such Bond until a satisfactory
instrument is delivered.

If the registered owner of any Bond (or portion thereof) that is subject to purchase pursuant to the
Indenture fails to deliver such Bond with en appropriate instrument of transfer to the Tender Agent for
pucchase on the Purchase Date, and if the Tender Agent is in receipt of the purchase price therefor, such
Bond (or portion thereof) nevertheless will be deemed purchased on the Purchase Date thereof. Any owner
who so fails to deliver such Bond for purchase on (or before) the Purchase Date will have no further rights
thereunder, except the right to receive the purchasce price thereof from those moneys deposited with the
‘Tender Agent in the Purchase Fund pursuant to the Indenture upon presentation and surrender of such Bond
to the Tender Agent properly endorsed for transfer in blank with all signatures gusranteed.

Redemption Provisions
Optional Redemption.
Optional Redemption During Initial Long Term Rate Period For Series B Bonds.

During the initial Long Term Rate Period for the Series B Bonds, the Series B Bonds will be subject to
redemption, in whole or in part, at the option of the County, upon the dircction of the Company, on any
day, on or after August 15, 2003, during the redemption periods and at the redemption prices set forth below,
plus interest accrued, if any, to the redemption date:

Redemption Frice

Redemption Period ng Percentuge of

(hoth dates inclugive) Principal Amonat
Angust 15, 2003 through August 14, 2004 .. 102%
Aunpust 15, 2004 through August 14, 2005 .. 101%
August 15, 2005 and thereafter............ 100%

Optional Redemption During Other Interest Rate Modes and Subsequent Long Term Rate Periods.

(i) Whenever the Interest Rate Mode for the Bonds is the Daily Rate, the Weekly Ratc or the Semi-
Annual Rate, the Bonds will be subject to redemption, in whole or in part, at the option of the County, upon

the direction of the Company, at a redemption price of 100% of the principal amount thereof on any Interest
Payment Date,

(i) Whenever the Interest Rate Mode for a Bond is the Flexible Rate, such Bond will be subject to
redemption, in whole or in part, at the option of the County, upon the direstion of the Company, at a
redemption price of 100% of the principal amount thereof on each Interest Payment Date for that Bond.

(iif) Whenever the Interest Rate Mode for the Bonds is the Annual Rate, the Bonds will be subject to
redemnption, in whele or in part, at the option of the County, upon the direction of the Company, at a

redemption price of 100% of the principal amount thereof on the final Interest Payment Date for each Annual
Ratc Period.

(iv) Whenever the Interest Rate Mode for the Series A Bonds i8 the Long Term Rate or in the event the
Interest Rate Mode for the Series B Bonds becomes the Long Term Rate following a Conversion or change of
the initial Long Term Rate Period for the Scrics B Bonds, the Bonds will be subject to redemption, in whole
or in part, at the option of the County, upon the direction of the Company, (A) on the final Interest Payment
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Date for the then current Long Term Rate Period and (B) prior to the end of the then current Long Term
Rate Period at any time during the redemption periods and at the redemption prices set forth below, plus
interest accrued, if any, to the redemption date:

Origioa]
Lengih of Curront
Long Term Rate
Pericd (Yeard)

More thdan 15 years

More than 13 but not
more than 15 years

More than 10 but not
more than 13 years

Mozre than 7, but not
more than 10 years

More than 3 but not
more than 7 years

3 years or less

Commencement of
Redeaption Period
First Interest Payment Date on
or after the tenth anniversary
of cormmencement of Long
Term Rate Perdod

First Interest Payment Date on
or after the eighth amiversary
of commencement of Long
Term Rate Period

First Interest Payment Date on
or after the fifth anniversary of
commencement of Long Term
Rate Pertod

First Interest Payment Date on
or after the fifth anniversary of
commencement of Long Term
Rate Period

First Interest Payment Date on
or after the third anpiversary
of commencement of Long
Term Rate Period

Non-callable

Redemption Price a5
Percontage of Principal
102%, declining by 1A% on each
succeeding anniversary of the
first day of the redemption
period until reaching 100%
and thereafter 100% '

102%, declining by ¥4 % on each
sueceeding anniversary of the
first day of the redemption
period until reaching 100%.
and thereafter 100%

10149 declining by 2% on
each succeeding anniversary of
the first day of the redemption
petiod until redching 100%
and thereafier 100%

101%, declining by V4% on each
succeeding anniversary of the
first day of the redemption
period until reaching 100%
and thereafter 100%

101%, declining to 100% on the
next anniversary of the fivat
day of the redemption period
and thereafter 100%

Non-callable

Subject to certain conditions, including provision of an opinion of Bond Counsel that a change in the

redemption provisions of the Bonds will not adversely affect the exclusion from gross income of interest on
the Bonds for federal income tax purposes, the redemption periods and redemption prices may be revised,
effective as of the Conversion Date, the date of a change in the Long Term Rate Period or a Purchase Date
on the final Interest Payment Date during a Long Term Rate Period, to reflect Frevailing Market Conditions
on such date. ;

Extraordinary Optional Redemption in Whole. 'The Bonds may be redeemed by the County in whole at
100% of the principal amount thereof plus accrued interest to the redemption date upon the exercise by the
Compiny of an option under the Loan Agreemcnt to prepay the loan if any of the following events shall
have occurreds '

(2) if in the judgment of the Company, unreasonable burdens or excessive labilities shall have been
-imposed upon the Company after the issuance of the Bonds with respect to the Project or the operation
thereof, including without limitation federal, state or other ad valorem, property, income or other taxce
not imposed on August 15, 1993, other than ad valorem taxes presently levied upon privately owned
property used for the same general purpose as the Project;

18

P Lot g N L& ) T
Sk e T B T T T e Y T T T T T T T i P T SV v o



09/21/08

02:54 FAX 502 627 4742 CASH MANAGEMENT @o14

() if the Project or a portion thereof or other property of the Company in connection with whickh
the Project is used shall have been damaged or destroyed to such an extent so 2s, in the judgment of the:
Company, to render the Project or such other property of the Company nnsatisfactory to the Company
for its intended vuse, and such condition shall continue for a period of six months;

(c) there ghall have oceurred condemnation of all or substantially all of the Project or the taking by
eminent domain of such use or control of the Project or other property of the Company in connection
with which the Project is used so as, in the jodgtaent of the Company, to render the Project or such
other property of the Company unsatisfactory to the Company for its intended use;

(d) in the event changes, which the Company cannot ressonably control, in the economic availability.
of meterials, supplies, labor, equipment or other propertics or things necessary for the eficicnt operation
of a Generating Station shall have occurred which, in the judgment of the Company, render the
continued operation of such Generating Station or any generating unit at such station wneconomical; or
changes in circumstances after the issuance of the Bonds, including but not limited to changes in clean
air or other air and water pollution control requirements or solid waste disposal requirements, shall have
occurred such that the Company shall determine that use of the Project is no longer required or desirable;

(¢) the Loan Agreement shall have 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 administrative body, whether state or federal; or

() a final order or decree of any court or administrative body after the issuance of the Bonds shall
require the Company to cease a substantial part of its operations at a Generating Station to such extent
that the Company will be prevented from carrying on its normal operations at such station for & period
of six mounths. '

Extraordinary Optional Redemption in Whole or in Part. 'The Bonds are als6 subject to redemption in
whole or in part at 100% of the principal amount thereof plus acérued interest to the redermption date at the
option of the Company in an amount not to exceed the net praceeds received from insurance or any
condemnation award received by the County, the Company or the First Mortgage Trustee in the event of
damage, destruction or condemmation of all or a portion of the Project. See “THE LOAN AGREEMENT—
Maintenance; Damage, Destruction and Condernnation”,

Mandam;y Redemption; Event of Texability. 'The Bonds are subject to mandatory redemption by the
County at 100% of the principal amount thereof plus accrued interest to the redemption date if the Company
is required to prepay the armounts due under the Loan Agreement after a final detemlmanon by a couit of
competent jurisdiction or an administrative agency 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 representations contained in the
Loan Agreement or any other agreement or certificate defivered in connection therewith, the interest payablo
on the Bonds is included for federal income tax purposes in the pross income of any Bondholder (other than
any Bondholder who i8 a “substantial user” of the Project or a “related person™ as such ferms are used in
Section 147(z) of the Internal Revemue Code of 1986, as amended, (the “Code™)). Such mandatory
redemption shall take place within 180 days after such final determination.

Such redemnption is not obligatory unless the Company has parucxpated in or had the opporiunity to
participate, to a degree the Company reasonably deerss sufficient, in the proceeding which resulted in such
determination, either directly or through a Bondbolder, No determination will be consuiercd final until the
conclusion of any appellate review or the expiration of the time for seeking such reviews. Further, no
redemption obligation will arise unless such Bondholder permits the Compa;ny to participate in such
proceedings to the degree the Company reasonably deemns sufficient and gives the Company prompt written
notice of the commencement of such proceedings, The Bonds will be redecmed in whole, vnless the Trustee
receives an opinion of Bond Counsel, in accordance with the Indenture, that partizl redemption would resuit
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in the interest payable on the remaining Bonds outstanding after such redemption not being included in the
gross income of any Bondholder, otber than a Bondholder who is 2 “substantial user” of the Project or a
“related person” as such texms are used in Section 147(a) of the Code.

If the Internal Revenue Service or a court of competent jurisdiction determines that the interest paid or
to be paid on eny Bond (except to a “substantizl nser” of the Project or a “related person” within the meaning
of Section 147(a) of the Code) is of was includible in the gross income of the reeipient for federal income tax
purposes for reasons other than ag a result of a failure by the Company to perform or observe any of its
covenants, agreements or Yepresemfations. in the Loan Agreement or any other agreement or certificate
delivered in connection therewith, the Bonds are not subject to redemption. In such circumstances,
Bondholders would continne to hold their Bonds, receiving principal and interest at the applicable rate as
and when due, but would be required to include such interest payments in gross income for federal income
tax purposes. Also, if the lien of the Indenture is discharged or defeased prior to the oceurrence of a final
determination of tazability, Bonds will not be redeemed as described herein.

Mundatory Redemprion; Failure to Pay and Discharge Refunded Bonds. "Thé Bonds are also sobject to
mandatory redemption in whole at 100% of thé principal amount thereof plus accrued interest on of prior to
the fifteenth day after the date (the “Failed Cross-Over Date™) which is the 90th day after the issuance of the
Bonds if, on or pnor to such 90th day, the Company has not caused the payment and discharge of the

Refunded Bonds, in accordence with the indenture or indentures of trust under which the Refunded Bonds
were issued.

General Redemption Terms. Notice of redemption will be given by mailing 2 redemption notice by first
class mail to the repistered owners of the Bonds to be redeemed not less than 15 days (30 days if the Interest
Rate Mode is the Semi-Annnal Rate, the Annual Rate or the Long Term Rate), nor more than 60 daye prior
to the redemption date, except that in the case of a Failed Cross-Over Date, such notice shall be given at
least 10 days prior io the xedemption date. Any motice mailed as provided in the Indenture shall be
conclusively presumed to have been given, irrespective of whether the registered owner recaives the notice.
Failure to give any such notice by mailing or any defect therein in respect of any Bond will zot affect the
validity of any proceedings for the redemption of any other Bond. No fusther interest shall accrue on the
principal of any Bond ealled for redemption after the redemption date if funds sufficient for such redemption
haye been deposited with the Trustee as of the redemption date.

Discharge of Indenture, Upon certain terms and conditions specified in the Indenture, the Bonds or
any portion thercof shall be decmed to be peid, and the assignment of payments made in the Indenture for
thie security of such Bonds and the security provided by the Pledged First Mortgage Bonds may be discharged,
upon the making of provision for payment by irrevocably depositing with the Trustes, cash or Governmental
Obligations maturing 4s to pnnmpal and interest at such times as o be snfficient to provide amounts to pay
when due the principal of, prc:nnum, if any, and interest on such Bonds and all reasonable and necessary fees

and expenses of the Trustee and paying agent sssocisted therewith. Ses “THE INDENTURE—Discharge of
Indmture *

. THE LOAN AGREMNT ‘
General

The term of the Loan Agresment relating to the Series A Bonds shall commence as of its date and end
on the eazliest to oceur of Angust 15, 2013, or the date on which 1l of the Series A Bonds shall have besn
fully paid or provision hias begn ruade for such payment pursuant to the Indenture. The term of the Loan
Apreement relating to the Series B Bonds shall commence as of its date and end on the earliest to ocenr of
August 15, 2019, or the date am which all of the Series B Bonds shall have been fully paid or provision has
been made for such payment pursuant to the Indenture, See “THE INDENTURE—Discharge of Indenture.”

The Company has agresd to repay the loan pursuant to the Loan Agreement by making timely payments
to the Trustee in sufficient amounts to pay the principal of, premium, if any, and intercst required to be paid

20
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LOUISVILLE GAS AND ELECTRIC COMPANY

FINANCIAL EXHIBIT
(807 KAR 5:001 SEC. 6)

JULY 31, 2006
(1) Amount and kinds of stock authorized.

75,000,000 shares of Common Stock, without par value.
1,720,000 shares of Cumulative Preferred Stock, $25 par value.
6,750,000 shares of Cumulative Preferred Stock, without par value.

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

21,294,223 shares of Common Stock, without par value, recorded at
$425,170,424.

860,287 shares of Cumulative Preferred Stock, $25 par value, 5%
series, $21,507,175.

500,000 shares of Cumulative Preferred Stock, without par value
(stated value $100 per share), Auction Rate, $50,000,000.

200,000 shares of Cumulative Preferred Stock, without par value
(stated value $100 per share), $5.875 series, $20,000,000.

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

The holders of the 5% Cumulative Preferred Stock, $25 par value, are entitled to receive
cumulative dividends at an annual rate of 5% of the par value thereof and no more. The
holders of the Auction Rate Cumulative Preferred Stock are entitled to receive
cumulative dividends at an annual rate of that which results from the auction and no
more. The holders of the $5.875 Cumulative Preferred Stock are entitled to receive
cumulative dividends at an annual rate of $5.875 per share and no more. Unless
dividends on all outstanding shares of each series of the preferred stock, at the respective
annual dividend rates and from the dates for accumulation thereof, have been paid for all
quarter-yearly periods, no dividends may be paid or declared and no other distribution
may be made on the Common Stock, without par value.

In the event of a voluntary liquidation, the holders of the 5% Cumulative Preferred Stock
are entitled to $28.00 per share, together with any accumulated but unpaid dividends
thereon; provided that, if such voluntary liquidation is approved by the affirmative vote
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or the written consent of the holders of a majority of a series of preferred stock then
outstanding, the amount so payable is $25 per share, together with any accumulated but
unpaid dividends thereon. In the event of any involuntary liquidation, the holders of the
5% Cumulative Preferred Stock are entitled to $25 per share, together with any
accumulated but unpaid dividends thereon. In the event of a voluntary or involuntary
liquidation, the holders of the Auction Rate Cumulative Preferred Stock and the $5.875
Cumulative Preferred Stock are entitled to $100 per share, together with any accumulated
but unpaid dividends thereon. After any such liquidation, whether voluntary or
involuntary, the holders of the Common Stock, without par value, are entitled to the
remaining assets.

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 indebtedness actually secured, together with any
sinking fund provisions.

The Trust Indenture from Louisville Gas and Electric Company to The Bank of New
York, Trustee, dated November 1, 1949, and amended February 15, 1979, secures the
First Mortgage Bonds of Louisville Gas and Electric Company. In the opinion of counsel
for the Company, the Indenture, as amended and supplemented, constitutes a first
mortgage lien, subject only to permissible encumbrances, upon all the property of the
Company (with certain specified exceptions) for the equal pro-rata security of all bonds
issued or to be issued thereunder, subject to the provisions relating to any sinking fund or
similar fund for the benefit of bonds of any particular series. The Indenture contains
provisions for subjecting to the lien thereof property acquired by the Company after the
data of the Indenture.

The Company has issued First Mortgage Bonds in accordance with the provisions of the
Indenture and Supplemental Indentures as follows:

Principal Amount

Series of Outstanding at
Date of Indenture Bonds Due Authorized July 31, 2006
Sept. 17, 1992 Sept. 1,2017 31,000,000 $31,000,000
Sept. 17, 1992 Sept.1, 2017 60,000,000 60,000,000
Aug. 15, 1993 Aug. 15,2013 35,200,000 35,200,000
May 1, 2000 May 1, 2027 25,000,000 25,000,000
Aug. 1, 2000 Aug. 1,2030 83,335,000 83,335,000
Sept. 11, 2001 Sept. 1, 2027 10,104,000 10,104,000
Mar. 6, 2002 Sept. 1, 2026 22,500,000 22,500,000
Mar. 6, 2002 Sept. 1, 2026 27,500,000 27,500,000
Mar. 22, 2002 Nov. 1, 2027 35,000,000 35,000,000
Mar. 22, 2002 Nov. 1, 2027 35,000,000 35,000,000
Oct. 23, 2002 Oct. 1,2032 41,665,000 41,665,000
Nov. 20, 2003 Oct. 1,2033 128,000,000 128,000,000
Apr. 13, 2005 Feb. 1, 2035 40,000,000 40,000,000

$574,304,000
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(5) Amount of bonds authorized, and amount issued, giving the name of the public utility
which issued the same, describing each class separately, and giving date of issue, face
value, rate of interest, date of maturity and how secured, together which amount of
interest paid thereon during the last fiscal year.

Louisville Gas and Electric Company has issued the following First Mortgage Bonds,
which are secured by the Trust Indenture, as amended and supplemented, to The Bank of

New York, Trustee:

Interest

Principal Amount Expense
Rate of Outstanding at Year Ended
Date of Issue Date of Maturity  Interest Authorized July 31, 2006 July 31, 2006

The following are Pollution Control Series (a)
Sept. 17, 1992 Sept. 1, 2017 Variable 31,000,000 31,000,000 $985,199
Sept. 17, 1992 Sept. 1, 2017 Variable 60,000,000 60,000,000 1,883,622
Aug. 15,1993 Aug. 15,2013 Variable 35,200,000 35,200,000 1,100,574
May 1, 2000 May 1, 2027 Variable 25,000,000 25,000,000 775,764
Aug. 1, 2000 Aug. 1,2030 Variable 83,335,000 83,335,000 2,667,845
Sept. 11, 2001 Sept. 1, 2027 Variable 10,104,000 10,104,000 316,387
Mar. 6, 2002 Sept. 1, 2026 Variable 22,500,000 22,500,000 706,464
Mar. 6, 2002 Sept. 1, 2026 Variable 27,500,000 27,500,000 864,947
Mar. 22, 2002 Nov. 1, 2027 Variable 35,000,000 35,000,000 1,119,103
Mar. 22, 2002 Nov. 1,2027 Variable 35,000,000 35,000,000 1,117,053
Oct. 15,2002 Oct. 1, 2032 Variable 41,665,000 41,665,000 1.301,381
Nov. 20, 2003 Oct. 1, 2033 Variable 128,000,000 128,000,000 3,888,587
Apr. 13, 2005 Feb. 1, 2035 Variable 40,000,000 40,000,000 1,206,828
Interest Rate Swaps 2,771,973

$20,705,727

(a) Pollution Control Revenue Bonds (Louisville Gas and Electric Company Projects)
issued by Jefferson and Trimble Counties, Kentucky, are secured by the assignment of
loan payments by the Company to the County pursuant to loan agreements, and further
secured by the delivery from time to time of an equal amount of the Company’s First
Mortgage Bonds, Pollution Control Series. First Mortgage Bonds so delivered are
summarized in the table above. No principal or interest on these First Mortgage Bonds is
payable unless default on the loan agreements occurs. The interest rate stated in the table
applies to the Pollution Control Revenue Bonds, not the First Mortgage Bonds. At July
31, 2006, First Mortgage Bonds had been delivered to the trustees as security

for all outstanding Pollution Control Revenue Bonds.
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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 paid thereon during the last fiscal year.

Interest
Intercompany Notes Pavable Expense
Date of Date of Rate of Year Ended
Payee Issue Maturity Interest Amount July 31, 2006
Fidelia Corp. 4/30/03 4/30/13 4.55% 100,000,000 $4,550,000
Fidelia Corp. 8/15/03 8/15/13 5.31% 100,000,000 5,310,000
Fidelia Corp. 1/15/04 1/16/12 4.33% 25,000,000 1,082,500
$10,942,500

(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 through July 31,
2006, and the amount of capital stock on which dividends were paid each year.

Dividends on Common Stock. without par value

Month Declared Payment Date Amount
March 2001 $-
June 2001 -
September 2001 -
December 2001 12/18/01 23,000,000
$23,000,000
March 2002 4/15/02 $23,000,000
June 2002
September 2002 10/15/02 23,000,000
December 2002 12/19/02 23,000,000
$69,000,000
March 2003 5-
June 2003 -
September 2003 -
December 2003 -
N $_
May 2004 6/18/04 $21,000,000
June 2004 -
September 2004 9/20/2004 21,000,000
December 2004 12/20/2004 15,000,000
$57,000,000
March 2005 3/21/05 $29,000,000
June 2005 6/20/2005 10,000,000
September 2005 -
December 2005

$39,000,000
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March 2006 3/21/2006 $40,000,000
June 2006 6/20/2006 20,000,000
$60,000,000

Number of shares outstanding was 21,294,223 for each period.

Dividends on 5% Cumulative Preferred Stock, $25 par value

For each of the quarters shown for the Common Stock above the Company declared and
paid dividends of $.3125 per share on the 860,287 shares of 5% Cumulative Preferred
Stock, $25 par value, outstanding for a total of $268,841. On an annual basis the
dividend amounted to $1.25 per share, or $1,075,366.

Dividends on $5.875 Cumulative Preferred Stock, without par value

For each of the quarters shown for Common Stock on the previous page the Company
declared and paid dividends of $1.46875 per share on the $5.875 series preferred stock
outstanding. The preferred stock has a sinking fund requirement sufficient to retire a
minimum of 12,500 shares on July 15 of each year commencing with July 15, 2003, and
the remaining 187,500 shares on July 15, 2008 at $100 per share. The Company
redeemed 12,500 shares in accordance with these provisions annually on July 15, 2003
through July 15, 2006, leaving 200,000 shares outstanding as of July 31, 2006.
Dividends of $367,187 were paid for all quarters through the third quarter of 2003 for a
total of $1,468,750 on an annual basis. Dividends of $348,828 were paid for the each of
the four quarters through July 31, 2004. Dividends of $330,469 were paid for the each of
the four quarters through July 31, 2005. Dividends of $312,109 were paid for the each of
the four quarters through July 31, 2006. Preferred dividends for the twelve months ended
July 31, 2006 were $1,248,436.
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Dividends on Auction Rate Cumulative Preferred Stock, without par value

Month Declared Payment Date Rate Per Share Amount
March 2001 4/16/2001 1.32500 $662,500
June 2001 7/16/2001 1.16750 583,750
September 2001 10/15/2001 0.94750 473,750
December 2001 1/15/2002 0.95000 475,000
$2,195,000

March 2002 4/15/2002 0.85875 $429,375
June 2002 7/15/2002 0.82500 412,500
September 2002 10/15/2002 0.87750 438,750
December 2002 1/15/2003 0.84250 421,250
$1,701,875

March 2003 4/15/2003 0.60000 $300,000
June 2003 7/15/2003 0.53750 268,750
September 2003 10/15/2003 0.34750 173,750
December 2003 1/15/2004 0.33000 165,000
$907,500

March 2004 4/15/2004 0.37500 $187,500
June 2004 7/15/2004 0.43750 218,750
September 2004 10/15/2004 0.48750 243,750
December 2004 1/18/2005 0.62500 312,500
$962,500

March 2005 4/15/2005 0.75000 $375,000
June 2005 7/15/2005 0.97500 487,500
September 2005 10/17/2005 0.97500 487,500
December 2005 1/17/2006 1.10000 550,000
$1,900,000

March 2006 4/17/2006 1.20000 $600,000
June 2006 7/17/2006 1.33750 668,750
$1,268,750

Dividend is based on 500,000 shares for all periods.
Detailed Income Statement and Balance Sheet.

See pages 7 through 9
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LOUISVILLE GAS AND ELECTRIC COMPANY
(807 KAR 5:001, Section 11, Item 2(b))

Although the current financings will not involve issuance of new debt pursuant to the
Company Indenture, prior Applications to the Commission for authority to issue First Mortgage
Bonds included copies of the Trust Indenture and Supplemental Indentures from Louisville Gas
and Electric Company to Harris Trust and Savings Bank, Trustee.

The most recent Supplemental Indenture, dated October 1, 2002, was filed in Case No.
2002-230.

Copies of the Supplemental Indentures related to prior First Mortgage bonds were filed in

Case Nos. 90-110, 90-271, 92-250, 93-087, 93-223, 2000-051, 2000-052, 2000-275, 2001-205
and 2001-316.

269407.1



SECRETARY'S CERTIFICATE

I, John R. McCall, do hereby certify that I am the duly qualified and acting Corporate
Secretary of Louisville Gas and Electric Company (the “Company”), a Kentucky corporation, and
that as Secretary, I have access to all original records of the Company and that I am authorized to
make certified copies of Company records on its behalf. I further hereby certify that the attached
resolutions were adopted by the Board of Directors of the Company by unanimous written consent
in lieu of a meeting on September 15, 2006, and that the attached is a full, true and correct copy of
said resolutions as they appear on the records of the Company and that the same have not been
altered, amended or repealed.

IN WITNESS WHEREOF, I have executed this Certificate this 13th day of October

2006.

John R. McCall |
Executive Vice President, General
Counsel and Corporate Secretary

m:\board\forms\sec.cer



ACTION OF THE BOARD OF DIRECTORS
OF
LOUISVILLE GAS AND ELECTRIC COMPANY
TAKEN BY WRITTEN CONSENT

September 15, 2006

REDEMPTION OF PREFERRED STOCK

WHEREAS, the Company currently has issued and outstanding 860,287 shares
of its 5% Preferred Stock, par value $25 per share (the “5% Series”), 200,000
shares of its $5.875 Preferred Stock, without par value (the “$5.875 Series”), and
500,000 shares of its Auction Rate, Series A Preferred Stock, without par value
(the "Auction Series” and, collectively with the 5% Series and the $5.875 Series,
the “Preferred Stock™); and

WHEREAS, subject to any applicable regulatory approvals and the Redemption
Committee action described below, the Company desires to redeem all of its
outstanding shares of its Preferred Stock, on such date or dates as may be
determined as set forth below (each a “Redemption Date” and collectively, the
“Redemption Dates”) pursuant to the Company’s Amended and Restated Articles
of Incorporation, as amended (the “Articles”), and it is appropriate that action be
taken to conditionally authorize such undertaking (the “Redemption”); and

WHEREAS, subject to any applicable regulatory approvals and the Redemption
Committee action described below, the Company desires to declare and pay a
dividend, where necessary, on each series of Preferred Stock, covering the
period, if any, from (a) the last date of the period covered by the last regular
quarterly dividend declared prior to the Redemption Date for such series to (b)
the Redemption Date for such series; and

WHEREAS, subject to any applicable regulatory approvals, it has been
determined that it is in the best interest of the Company for the Board of Directors
to conditionally authorize the Redemption of the Preferred Stock, and to delegate
to a committee of the Board of Directors (the “Redemption Committee”) and
appropriate officers the authority to take actions related thereto in order to permit
the prompt and orderly consummation of such Redemption, as set forth in these
preambles and resolutions.

NOW, THEREFORE, BE IT RESOLVED, that, upon appropriate decision of the
Redemption Committee and subject to any necessary regulatory and other
approvals (including approval for the financing transactions funding or associated
with the Redemption), the Company is authorized to redeem, in accordance with
the Company’'s Articles and the Kentucky Business Corporation Act, as
amended, all of its outstanding shares of the (i) 5% Series, at $28.00 per share,
plus, if applicable, accrued and unpaid dividends on such shares to the relevant
Redemption Date, (ii) $5.875 Series at $100.00 per share, plus, if applicable,



accrued and unpaid dividends on such shares to the relevant Redemption Date,
and (iii) Auction Series at $100.00 per share, plus, if applicable, accrued and
unpaid dividends on such shares to the relevant Redemption Date; and

FURTHER RESOLVED, that there is hereby established a three-member
Redemption Committee of the Board of Directors to consider, decide, authorize
and otherwise exercise the powers of the Board of Directors on matters relating
to the Redemption of the Preferred Stock, which Redemption Committee shall
have as its initial members Victor A. Staffieri, John R. McCall and S. Bradford
Rives; and

FURTHER RESOLVED, that the Redemption Date(s), if any, and, in conjunction
therewith, applicable amounts representing accrued and unpaid dividends, if any,
at the pro rated amount of the stated or applicable regular dividend rate, for each
series of the Preferred Stock may and shall be determined and declared by the
Redemption Committee at a later date; and

FURTHER RESOLVED, that, upon appropriate decision of the Redemption
Committee and subject to any necessary regulatory and other approvals, the
Chief Executive Officer, President, Chief Financial Officer, each of the Vice
Presidents, Secretary, Treasurer and Controller of the Company (collectively, the
“Authorized Officers”) are, and each of them hereby is, authorized and
empowered for and on behalf of the Company, to (i) cause to be made a deposit
with appropriate financial institutions for the account of the holders of Preferred
Stock to be redeemed, so as to be and continue to be available therefor, funds
necessary for the Redemption of such Preferred Stock at the applicable
redemption prices, in accordance with the provisions of Article Fifth of the
Company's Articles, and (ii) cause all necessary notices of such Redemption to
be provided in accordance with the provisions of the Articles;

FURTHER RESOLVED, that the Authorized Officers or any persons such
Authorized Officers may designate are, and each of them hereby is, authorized,
empowered and directed for and on behalf of the Company, to negotiate, execute
and deliver a Redemption Agent Agreement or similar agreement with
redemption agents, with such terms and conditions as the Authorized Officers or
any persons such Authorized Officers may designate executing the same shall
approve, such execution and delivery to conclusively evidence the authorization
and approval thereof by the Company and authorize the payment of redemption
agent fees as set forth therein;

FURTHER RESOLVED, that each of the Authorized Officers be, and hereby is,
authorized and empowered to do any and all acts and things necessary, proper
or appropriate in their judgment or in the judgment of counsel of the Company,
and to execute and to deliver any document, agreement, certificate or other
instrument that may be necessary or appropriate, in connection with the
transactions referred to above in order to carry out the foregoing resolutions 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 the foregoing resolutions; and



RESOLVED FURTHER, that any acts of the officers, employees and agents 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.

APPROVAL OF INTERCOMPANY LOAN FACILITIES

WHEREAS, the Company desires to enter into intercompany long-term loans
with Fidelia Corporation or other affiliates of E.ON North America, Inc.
(collectively, “Fidelia”), in the amount of up to approximately $92 million (the
“Intercompany Loans"), and

WHEREAS, the Intercompany Loans will enable the Company to complete the
redemption of the Preferred Stock and related financing projects.

NOW, THEREFORE, BE IT RESOLVED, that the Company is hereby authorized
and directed to proceed with the Intercompany Loans as generally described in
these resolutions; and

FURTHER RESOLVED, that, subject to receipt of all required regulatory
approvals regarding the Intercompany Loans, the Company is authorized to enter
into such loans; and

FURTHER RESOLVED, that the appropriate officers of the Company be, and
each of them hereby is, authorized and directed, for and on behalf of the
Company to take such actions and to execute, deliver and file the Intercompany
Loans and such other agreements and documents, and to make changes
thereto, as they shall, in their discretion, deem necessary, appropriate or
advisable to consummate the transactions contemplated by these resolutions,
with the taking of such actions and the execution of such agreements or
documents conclusively to evidence the authorization thereof by the Board of
Directors; and

FURTHER RESOLVED, that the appropriate officers of the Company be, and
each of them hereby is, authorized and directed to prepare, execute and deliver
such applications, filings or notices to governmental, commercial or financial
entities as they may deem necessary or advisable in connection with the
Intercompany Loans, including but not limited to submissions to federal and state
regulatory agencies; and

FURTHER RESOLVED, that all actions heretofore or hereafter taken by any
officer of the Company in connection with the transactions contemplated by these
resolutions be, and they hereby are, approved, ratified and confirmed in all
respects.

AMENDMENT OF SECURED INTERCOMPANY LOAN FACILITIES

WHEREAS, the Company currently has certain intercompany long-term loans,
which loans include security, pledge or collateral rights, from Fidelia Corporation



(“Fidelia”), in an aggregate principal amount of approximately $125 million (the
“Intercompany Loans"); and

WHEREAS, the Company desires to amend such Intercompany Loans to
eliminate provisions thereunder granting Fidelia security, pledge or collateral
interests in substantially all of the Company’s assets, or alternatively to enter into
replacement lending arrangements omitting such security, pledge or collateral
rights (the “Intercompany Loan Amendments”), and

WHEREAS, it has been determined that it is in the best interest of the Company
for the Board of Directors to authorize the Intercompany Loan Amendments, and
to delegate to one or more officers the authority to take actions related thereto in
order to permit the timely and orderly consummation of such Intercompany Loan
Amendments.

NOW, THEREFORE, BE IT RESOLVED, that the Company is hereby authorized
and directed to proceed with the Intercompany Loan Amendments as described
in these resolutions; and

FURTHER RESOLVED, that, subject to receipt of any necessary regulatory
authorizations and other approvals regarding the Intercompany Loan
Amendments, the Company is authorized to enter such transactions; and

FURTHER RESOLVED, that the appropriate officers of the Company be, and
each of them hereby is, authorized and directed, for and on behalf of the
Company to take such actions and to execute, deliver and file the Intercompany
Loan Amendments and such other agreements and documents, and to make
changes thereto, as they shall, in their discretion, deem necessary, appropriate
or advisable to consummate the transactions contemplated by these resolutions,
with the taking of such actions and the execution of such agreements or
documents conclusively to evidence the authorization thereof by the Board of
Directors; and

FURTHER RESOLVED, that the appropriate officers of the Company be, and
each of them hereby is, authorized and directed to prepare, execute and deliver
such applications, filings or notices to governmental, commercial or financial
entities as they may deem necessary or advisable in connection with the
Intercompany Loan Amendments, including but not limited to submissions to
federal and state regulatory agencies; and

FURTHER RESOLVED, that all actions heretofore or hereafter taken by any
officer of the Company in connection with the transactions ¢ontemplated by these
resolutions be, and they hereby are, approved, ratified and confirmed in all
respects.

REFINANCING OF CERTAIN TAX-EXEMPT REVENUE BONDS

WHEREAS, the County of Jefferson, Kentucky has previously issued and there
are outstanding: (a) $31,000,000 in principal amount of its Pollution Control
Revenue Bonds, 1992 Series A (Louisville Gas and Electric Company Project)
due September 1, 2017 and (b) $35,200,000 in principal amount of its Pollution



Control Revenue Bonds, 1993 Series A (Louisville Gas and Electric Company
Project) due August 15, 2013 (each series of bonds being herein collectively
referred to as the “Existing Jefferson County Pollution Control Bonds”); and

WHEREAS, the County of Trimble, Kentucky has previously issued and there are
outstanding: $60,000,000 of its Pollution Control Revenue Bonds, 1992 Series A
(Louisville Gas and Electric Company Project) due September 1, 2017 (the
“Existing Trimble County Pollution Control Bonds” and collectively with the
Existing Jefferson County Pollution Control Bonds”, the “Existing Pollution
Control Bonds"); and

WHEREAS, the Existing Pollution Control Bonds provided financing or
refinancing for the acquisition and construction of certain pollution control
facilities (the "Projects") of the Company in Jefferson and Trimble Counties,
Kentucky; and

WHEREAS, Louisville/Jefferson County Metro Government, Kentucky
(“Louisville/Jefferson County, Kentucky”) has become the successor to the
County of Jefferson, Kentucky (Louisville/Jefferson County and County of
Trimble, Kentucky are each referred to herein individually as an “Issuer” and,
collectively, as the “Issuers”); and

WHEREAS, market or other business conditions may warrant, in the foreseeable
future, refinancing of all or a portion of the Existing Pollution Control Bonds, and
it is appropriate and in the best interests of the Company that action be taken to
authorize such an undertaking; and

WHEREAS, in connection with the refinancing of the Existing Pollution Control
Bonds, the Company may secure its payment obligations under one or more loan
agreements with the Issuers and may further include the purchasing of bond
insurance.

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 refinancing of the Existing Pollution Control Bonds
referred to above: (i) a loan agreement or loan agreements to be entered
into between the Company and the Issuers whereby such [ssuers will
issue one or more series of Environmental Facilities Revenue Bonds
(collectively, the "Environmental Facilities Bonds") and loan the proceeds
to the Company to refund, pay and discharge the Existing Pollution
Control Bonds 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
Issuers, 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



(c)

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 Issuer 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
Issuers, the Projects, the Environmental Facilities Bonds, the loan
agreements, and indentures of frust 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) a form or forms of escrow
agreement, or such other documents as may be deemed appropriate, by
and between the Issuers and the trustees under the indentures pursuant
to which the Existing Pollution Control Bonds were issued and pursuant to
which certain securities may be held by such trustees in order to provide
for the payment and discharge of the Existing Pollution Control Bonds,
(vi) 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,
(vii) one or more Notes which the Company may issue to secure the
transaction, and (viii) such other related documents, forms, certificates or
agreements as shall be necessary or appropriate to effectuate such
financing.

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 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 (i) 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.

That, subject to the receipt of all necessary regulatory authorizations and
other approvals, the Company shall borrow the sums of not to exceed
$66,200,000 from Louisville/Jefferson County, Kentucky and $60,000,000
from County of Trimble, Kentucky, respectively, in accordance with the
terms of the loan agreement or loan agreements, and the proceeds of
such borrowings shall be used by the Company to pay and discharge the
Existing Pollution Control Bonds and for such other purposes, if any, as



(d)

(e)

(h)

may be provided in any of the agreements and documents required to be
executed and delivered in connection with the issuance of the
Environmentai Facilities Bonds.

That, subject to the receipt of all necessary regulatory authorizations and
other 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 (i) Louisville/Jefferson County, Kentucky, of not to
exceed $66,200,000 principal amount of Environmental Facilities Bonds
and (ii) the County of Trimble, Kentucky, of not to exceed $60,000,000
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.

That, subject to the receipt of all necessary regulatory authorizations and
other 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 (i) Louisville/Jefferson County, Kentucky,
providing for the loan to the Company of the proceeds of not to exceed
$66,200,000 principal amount of Environmental Facilities Bonds; and (ii)
the County of Trimble, Kentucky, providing for the loan to the Company of
the proceeds of not to exceed $60,000,000 principal amount of
Environmental Facilities Bonds, each in accordance with the terms and
provisions thereof.

That, subject to the receipt of all necessary regulatory authorizations and
other 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.

That, subject to the receipt of all necessary regulatory authorizations and
other 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 (i) Louisville/Jefferson County, Kentucky and other
appropriate parties relating to the sale of not to exceed $66,200,000
principal amount of Environmental Facilities Bonds and (ii) County of
Trimble, Kentucky and other appropriate parties relating to the sale of not
to exceed $60,000,000 principal amount of Environmental Facilities
Bonds.

That, subject to the receipt of all necessary regulatory authorizations and
other 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
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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.

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.

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.

That the Chief Executive Officer, the President, any Vice President, or
any other officer of the Company be, and each one of them is, authorized,
empowered and directed to take any action and to execute and deliver
any document, certificate or other instrument, including one or more
escrow agreements, that may be necessary or appropriate: (i) to call for
redemption the Existing Pollution Control Bonds and first mortgage bonds
which secure such Existing Pollution Control Bonds on such date as said
officer or officers may deem appropriate, or (ii) to otherwise effect the
payment and discharge of the Existing Pollution Control Bonds and first
mortgage bonds which secure such Existing Pollution Control Bonds.

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)
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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 the foregoing resolutions.

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 the foregoing
resolutions.

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.

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.

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.

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.
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