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Dear Ms. O’Donnell: 

Enclosed for filing please find the original and ten copies of the Application of Louisville 
Gas and Electric Company for an Order Authorizing the Issuance of Securities and the 
Assumption of Obligations. An extra copy of the Application is enclosed to be file stamped and 
returned to the undersigned. 

Please note that the Application requests authority with respect two types of fmancings- 
long-term unsecured debt financing from an affiliate within the EON AG holding company 
system to be used to redeem three series of outstanding preferred stock and new, unsecured tax- 
exempt pollution control debt to be used to refund three series of secured, tax-exempt pollution 
control debt. 

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

BEFORE THE PUBLIC SERVICE COMMISSION 

pu BL\ c SERV‘CE 
COMM\SS\ON 

In the Matter of: 

THE APPLICATION OF LOUISVILLE GAS ) 
AND ELECTRIC COMPANY FOR AN 1 
ORDER AUTHORIZING THE ISSUANCE ) 
OF SECURITIES AND THE ASSUMPTION ) 
OF OBLIGATIONS ) 

Case No. 2006 //)q‘$s 

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.0”’) 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 IJnion Gas (subsidiary of KeySpan Corp.). 
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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 defmed 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). 

11. Financing for Potential Redemption of Preferred Stock 

3. E.ON U.S. LLC (“E.ON US”) is an indirect subsidiary of E.ON. The 

Company is a wholly owned subsidiary of EON US. E.ON US Holding GmbH, is also a 

subsidiary of EON. 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 
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will lend money to the Company as set out in this Application. The Commission has 

previausly 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 

lo%, 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 fiom 

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 Stack 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 

4 



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: 

Public Offering Price 
$21,276,582 

The 5% Preferred are currently redeemable at a pr 

Proceeds Expenses 
$20,690,988 $99,775 

e 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 

$25,000,000 $24,78 1,250 

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. 
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mandatory sinking fund obligations, whereby the Company redeems 12,500 shares 

Auction Series A i- Preferred Public Offering Price Proceeds 

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 

Expenses 

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 fiom the issuance, and (iii) LG&E’s 

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

$ 50,000,000 1 $49,312,500 1 $1,088,280 I 
I I I I-.-..-I 
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 
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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 Rest 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 fiom Fidelia can be 

completed more expeditiously than external loans, thus allowing LG&E to take 

3 

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

The methodology described in this Application and similar intrasystem Ioans 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 2005-001 17 (May 10, 2005); The Application of Kentucky Utilities Company far 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). 
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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 
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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 terns and conditions of 

any rights or obligations thereunder. 

III. Refinancing of Pollution Control Debt 

1 1. The Company also proposes to redeem the $3 1,000,000 principal amount of 

County af Jefferson, Kentucky Pollution Control Revenue Bonds, 1992 Series A, due 

September 1 , 20 17 (“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 11 ((‘Series U Bonds”), and the $60,000,000 principal 

amount of County of Trimble, Kentucky Pollution Control Revenue Bonds, 1992 Series 

A, due September I ,  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 
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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 fkom the sale (after deducting underwriting 

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

Jefferson County 1992 
Series A Bonds r Public Offering Price 

$31,000,000 1 $30,872,280 1 $312,946 I 
13. The proceeds of the Jefferson County 1992 Series A Bands were used to 

discharge or refimd 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 Bands 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: 1 l $ ~ ~ ~ ~ ~ ~ d s  ~ Public Offering Price ~ Proceeds ~ z;;;; , 
$35,200,000 $35,094,400 

25. The proceeds of the Jefferson County 1993 Series A Bonds were used to 

discharge or r e h d  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: 

~~~~ Public Offering Price 

$60,000,000 $59,752,800 $418,276 

17. The proceeds of the Trimble County 1 9 F  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 
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Metro Government, Kentucky (“Metro Go~ernment”)~ 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 fmancings 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. 
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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 Laan 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 instatlation at certain pollution control 

facilities, being within the corporate limits of Jefferson County or Trimble County, 

respectively, and to refinance existing debt. 

13 



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 Rehnding 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 Metra 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 Refbnding Bonds will be unsecured, the bond rating 

on this and the Company’s other external debt will go from AUA-for secured debt to 

A2BBB-t 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 an 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. Refimding 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 Refbnding 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 Refimding 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 adrninistrative costs of SEC Compliance. 

18 



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) 
Indenture Legal Work (State Filings) 
First Mortgage Bond Trustee Fee 
Financial Printer Costs 
Internal Accounting Work 
Outside Accounting Costs 

$53,106 
4,000 

5 1,300 
5 1,569 

1 OO,OOO 
25,000 

Sarbanes-Oxley Compliance 50,000 
TOTAL $334,975 
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Attached to this Application as Exhibit 5 ,  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 docurnentation 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. Continuiw KPSC Financial Oversight 

36. In prior cases, most recently in Case No. 2001-1 04 (The Joint Application of 

E.ON AG, PowerGen PLC, LG&E Energy Corp., Louisville Gas and Electric 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 1 0-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 

3 4  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 1OK’s and 1OQ’s. E.ON will continue to provide the 

Commission with a copy of its SEC Form 2047, 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 AC 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 

21 



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 cornmissions or other commission compensation, involved in 

the issuance and distribution. 

39. L,G&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 5:00 1 , 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 (l)(i)@) regarding the amount, kinds 

of note, etc. and (l)(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 Cornmission 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 autharize 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 Cornmission 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, 

Stoll Keenon Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, Kentucky 40202-2828 
Telephone: (502) 333-6000 

John P. Fendig 
Allyson Sturgeon 
E.ON U.S. 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 
these matters, he believes them to be true. 

Y 
Subscribed and sworn before me this /Ja day of 6!!&bq 2006. 

A 

My Comission Expires: 

450305~. 1 



LOUISVILLE GAS AND ELECTRIC COMPANY 
(807 KAR 5:OOl , 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 APPLJCANT 

JULY 3 1,2006 

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 3 1 , 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 $ 96,784,295 $ 1,757,278,110 

Net Original Cost $ 1,843,212,476 $ 371,354,015 $ 11 1,350,380 $ 2,32591 6,871 
Allocation of Common 

Depreciation 

To Electric and Gas $ 82,399,281 $ 28,951,099 $ (1 11,350,380) $ - 
Total $ 1,925,611,757 $ 400,305,114 $ - $ 2,325,916,871 
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C.IPIT.U'STOCI:: 

$tCQ per shnrc.. . . . . ~. . ,. , , , .. . . . . . ~. 
$I@ pcr sbrc . .  . . , -. .. . ,.. . - " .  . .. , . _ _  

770 Gmnlative Prcfcfrcd Stock, par ~ I P C  

67'0 Curnularivc Prcirtrrcd SCOC~C, par value 

570 Cumulitiw Prefwrcd ~wcI:, par WIUC 
$I@ per slrarc.. . , ,. -. , . , , . - ~. . . , , . . . . 
share 

Class I3 Common Stock, pir vnluc $10 per 
&rc , ,..___.. .. ,. .... ,, ..,__... .. _ _ _ .  Z,SW,CCOsha(b) 

Common Stack, no par value.. . . . ". . , , . , -. . . Z,oW,C€Q shs(b)  
N o m  : 

115,003 shs. Nane(b) 

Nons(b) 

20,oOO b h ~ .  20,CCO JhS. 
78d,rS1? $115. 

None 

None 

5 ~ , ~ s h s . ( b ) " ' i i ~ ~ ~ I ~ : ( b j  

883,339 sh~. 

I 
5% Curnubrive Preferred Et&, $25 Pap Valuc 
Ch55  A Common Stock, pr nluc  Fly pet - . . . . , - I - , , . , . -. . . . , . . . . . . . . , . . -. 

205,fSOshs. 
None 

+ (a) The Trust Indrnturt statgs that the amount of bonds which m y  hc issued thrrcundv ie not 
limited cvccpt that IIO furthw bonds shall bc hsucd 8t nny tin& iE the mlnl mount of hands 
to be outsunding, situ SUG! issue, would in any cvcnt exceed the limit a i  indebtedness o i  
the Company (now $150,ccO,Ml0). 

(b) LouLviIk Gas and EIcctric Company (T)danare), the Cornparty's hrnediatc parent, has 
agreed that, prior to, or concuvcntly with, tlic isliuc and ddivcry of  thc 5% Cumulative PIT- 
ferrcd Scocle, $25 Par Value, aRered hereby, it will adiadgc the 31268 ahtrw of the par 
d u e  of $103 each of 7% Cumukrive Prciwrcci Stock 2nd tlic $53 ahms of :Lr -/:!E: 

o i  $lW cach oi 6% Cumuletivc Ftefcrmd Stack of thc Cmpny, now omed by it, for 
160,OSQ &arcs of  no par vzlue Common Staclc of the Company into cvkich the prficnlly mth- 
orirtd Clxs A Common Stadc and class D Cornmart Stock arc ta be rec!=siiicd. 
Prior to, or cdncunmtly rvith, the issue and ddivcry of the 5% Ctmmulative Prcfcrrcd stOC!G 
$25 Par Vduc, oEered hereby, provision d l 1  be madc ( I )  for thc redmutioh of 41 aE the 

' 
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cuiid notes, dcbeflturcs or  other ungccured securjtim representing unsecured indebtedness 
i;dttcd or assumed by rhe Company and then outstanding (including unsecured securities 
then to he issued of assnmed but fxcliiding anrccurcd secrrr'itic5 tbcrctoiorc coasentcd to by 
the holdws OE tlrr Prcfcrrcd Stock), will crcctd 10% of tho sum a l  (a) +$IC total principal 
amaunt O E  all bonds or othcr sccuritier, rcptcsenting secured indebtedness issued or S S S U ~ C ~  
by thc Company and then to be oWtandhg,  and (b) the capita1 and surplus of the Company 
ns then to be stated on the boola of account of the Company. Provided, hotvcvcr, tltitt if ,  
a t  any such mceting, at  IeGt onrthird 61 all shares of such Pqfcfrcd Stock then out%and- 
ing zhnll be voted against the action tksn proposcd. 01 thc shamstar ahresaid. Suc!l acrion 
may be h l t c ~  only with the afirmativc vote of 3 majority of pll s h i ~ e s  of sltch PrcFcrrcd 
Scock then outstanding. 

If a t  any mceting of the Preferred Stock foi the purpose of taking action on matters sct  
forth in thc imntcdiardy preccdinr p % n p p h ,  the presence in person or by prmy of tlrc: 
holders of il majority of sqeh stock shall nat have been obtained and shnll. not be obtirined 
for a period of thirty days from the d t tc  of such meeting. the presenec in petSon or by prosy 
o i  the holdcrs of onc-third of such stock then outstanding shall be s u E c k n t  to constitute a 
quorum. 

I:quid;l(.ioa Rizht:, 

Before any %mount shall b: paid to, or any assets distributcd among. the holdce af the Com- 
mon Stock or a t  any other stoclc n n l d n g  juniov to the 5% Cumulative Prelrrrcd Stock or t o  
tho Preicritd Stock of etch scrics upon any liquidation, dissolution or winding up o i  thc Corn- 
pany, and aftcr paying or providing far the ptymsnt of a11 creditors of the Cornpan)., the hold- 
e x  of cich series oi  the Prcferred Stock oi the par valuc af $25 each shall be cntirlcd, p~rr' pusfir 
with the holders of  the Ptcr'crrcd Stack oi the par v~lluc of glob cach, tn be paid in cSdt thc 
amount for thc particular serics fired therefor, together with dividends accumulated but unpaid 
thereon. 

Tirc prefcrcntial emonnts to which the holders of the .5% Cumulative Preferred Stock, $15 
Pzr Value shall be mtitled upon m y  liquidatian, dissolurion or winding up oi the Company, in 
addition to dividends accnmu1atcd but unpaid thereon, is 59 fol20ws: (a) $27.25 per :ha;:, 
ie thc evmt of any voluntary liquidation, dimahtion or winding up of rhc Carngany, except thar 
if such voluntary liquidation. dissolution or windin$ up o i  thc Company shall lime been approvcd 
by thc votc in  favor tiweof, given at s meeting callcd for that purpose, or hy the written consent 
ui thc holders of a majority of the total shares of tlte 5% Cumulative Prcferrcd Stack, $2: Par 
Value then outstamling, the amount so psynbtc on such vofuntay liquidation, dissolutian, or 
winding up  shalI be $25 per share: or (b) $22 per share, in thc event of any involuntar/ liquidxian, 
dissolution or winding up of the Company. 

Edcrnocirmrx ~ r n v i r i o r u  7 
T!E 53 Cumulativc Prefcrred Stock, $25 Fat  Val~te, is rsdccmablc in wholc or in part on 

any dace on not less than thirty days noricc at $2875 per share prior to June 1, 1946 and at WJXl, 
per share on and after June 1, 1946: in each c5sc plus the amount of dividends accumulated and 
unpaid thtrtdn. 

I 

Ccrhirr. Ochsr L"rovisinn5 

The tern$ of the zuthorked but onissiicd Preferred Stock of the par vralue of si per sharc or' 
scries other than the 5% Cumulative Prcfwed SZOCI:, $25 Par Value, ate idcntietl 6 t h  those of 
such stoc!; tvccpt that'holders thcreoi rihsll bc enritlcd to receive curnulativc dividend$ therccn 
when and as declared at such m e  for each scrics but: not t o  excccd eight pcr ccnt ($7.) par annum 
zs may bc detcnnined tliercfor by the f30itrd of Directors, prior to  the iJsuancc Qf each series tkefmf 
respectively, payzblc out of any funds nvitilabl~? therefor, beforc any dividends a&paid upon thc 
Common S d i ,  and n~ch stodt slid1 be subjcct ta rcdcmption pt  the option oi thc Company on 
soy date at pf and the amount of dividends atcumulated and unpaid thcrcai at the dxc of rc- 
dcmptjon plus such prunium os the Board of Directors my determine for uch se5c-i rcupcctivcly. 
Siich other scriea of Prcfcrred Stock may also vary as to tire amotmtr which shall be paid to the 
holders in u s e  of volentary or  involuntary dissalrrtion. 

Tire 5% CtrmaInrive Prcferrcd Stock, $25 Par Vatire Ius no pveemptive, sabscriprion or can- 
version rights. Holdcm of such stoelc arc not liable for furtha calk. 
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SELECTED Z"Ai"aa-4.L I-NF01WTEBN 
(EE t ~ o w m d s  excsplpt perce&igeei and ratict~) 

\-ew EnEndeZ 
Dcwnber 31, 12 Wooths i?,pCerl 

I'JnaadSteddl 

.uar=h 31, 1983 1492 s91 -- - 
Inccme S;ater;re.ct Ir,fcf;r,i?tic;:: 

cjpcsfrciog Reqezies. ..................................... 9726,127 $7CG,195 15709,705 
Net Income...,.................,..,.........., ........ 78,664 73,793 94,643 
R2:h af Eamicgs To Cocibized Fksi Charges ond ?referrred 
Stock Diyidm5s<l). ................................... 2.83 2.53 2.93 

Act!!& A< % at  
Adjxsted(2) Crpitr~hzdthi 

C q 3 d h t ~ c n  ss of 3hrch 31, 2993, as adjusted: 
hng-T'i?mi Dcbi .................................................. S 651,iX 1 S?S% 
F:-&Si& &33c . .................................................. 1 IS,79Q S A  
Cornson Stozk ................................................... 525,730 45.8 

. G,,;, ,-. -i -;i- . ~ c I :  . ........................................... $L,383,93! XOO.OA 
-- 
- (._.I__- - 
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’7i’c~r the l b  aozths ended December 31, 1991, approximately 77% of the Compaxq’s totitl 
operating revenues WBB derived from its ejecttic operations and the balance from its gas operations. 
op proximately 9Q% of the Companfs present electric gsnerating capacity is coil-fired, the yemainder 
consisS2ng cf a ky&c piaat aad cornbustior? turbine peaking wits fueled by ail mid natural pas. 

The estimated population of the Company’s service area is aoo,ooo, exdmiye of the Fort &ox 
Xili’Wry i2ese~-atkn,  whkh &e Company serves with both eleetricit~ and gas. The Company‘s 
executive oiTZcss are located at 221) West Main Street, P.O. Box 82010, Louisville, Kentucky 40232. 
Telephone: (502) 627-ZQOO. 

Dn December 16, 1991, LG&E Energy Systems, Ine., a whoUy+med subsidiary of the Pzrent 
Corporation, acquired €Tadson Power Systems, Incorporated (“Eadson“) for approximately $60 
million. Hadson is a fully-integrated non-utility power company involved in the development, design, 
conscIstruction, aperation and ownership of qualifying cogeneration facilities in the United Shtees. The 
Parent Corporation, through LG&E Energy Systems, may make similar acquisitions in the energy 
Seld in the fuhre. All or a p~rtion of the purchase price of such acquisitions may be hanced thraugh 
bank borrowings or oiGher obligations of the Prirent Corpomtion or LGLE Energy Systems. These 
obli$ations of the Parent Corporation and of LG&E Energy Systems will not be obligatioas of the 
Company. 

The proceeds from the sde of the shares of the New Preferred Stock aeered hereby wi l l  be 
addeerl to the gsnerA1 funds of the Company and are expected to be used, along ~4th other €unds of 
the Company, t o  redeem 250,000 shares of the Company’s R.54 Cumula’cive Preferred Stock (wit;hout 
par vdue) and 250..000 shares of the Cornganfs $8.72 Cuatulatve Preferre4 Stock (without par vaIue). 
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“Redemption Prnvi~ione~~ (in each case, a “Payment Feilure”), then the Applicable Rate for each 
Dividend Period c o m e n c h g  on or aftec any 8uch Dividend Papent Date or redemption date and 
until such Payment Failure ha3 been cured, shall be equal to the lesser ok  (0 250% of the Applicabie 
At?, Cnmpcsite Commercial Paper Bate on the Busirress Day next preceding the commencement of 
each such Dividend Period or (ii) 25% per annum until the Campany’e shareholdws eliminate rsuch 
provision and, following elimination of such provision, 260% of the Applicable AA Composite 
Commercial Paper Raze. If the Company remedies sueh Payment Failure by paying a8 dividends 
accrued and unpaid, and any unpaid redemption payments, on all shares of the New Preferred Stock, 
the Applkahle Rate for the Rividend Period commencing after the date on which such Payment 
Failure is remedied shaU again be detemked by implementztion o€ the Auction Procedures (as 
defined below). 

“Applicable AA Composite Commerdal Paper Rate,” on any date, means (i) with respect to a 49- 
day Short-Term Period, the (A) Zntepest Equivalent (as defined below) of the 6Gday rate on 
commercia1 paper pIaced an behalf of issuers whose wrporate bonds are rated “AA” by Standard & 
Poor’s Co~poration or its successor (“S&P”), or the equivalent of such rating by S&B or another 
rating agency, as such 8Oday rate is made available on a discount basis or otherwise by the Federal 
Reserve Bank of New York €or the Business Day immediately precedmg that date, or io the event 
thst the, Federal Reserve Bank of New Pork doeoes not make available such rate, then the arithmetic 
average of the ‘Interest Equivalent of the 6O-day rate on commercial paper placed on behag of such 
issuers, and as quoted, on a discount basis or otherwise, to the ”rust Cornpan3 for the close of 
business on the Business Day immediately preceding that date by Galdman, Sachs & Go. and Morgan 
Stenley h 60. Incorporated or, in lieu thereof, their respective affjliatees or euccessom that are 
engaged in the business of buying or seUing commercial paper (‘“Commercial Raper Dealers”’), or (ii) 
wivl reepeet to a Quarterly Period or a 13-week Sbo&Term Period, the Inkrest Equivalent of the 
9O-day mte on such commercial paper as so detemhed. In the event that either of the Commercial 
Paper Deafers does not quote a rate required to determine the AppEcable AA Composite Comerdal 
Paper h t e ,  the Applicable A B  Composite Commercial Paper Rate shall be determined on the basis 
of quotations furnished by the remaidag Commercial &per DeaIert and the Szzbstitute Commercial 
Paper Dezller (as defined below) 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. lf the Company adjasts the number of days in any Short-Term Period as B result of a change 
in the lYIMmul?l Holding Period with the result that (i) any such Short-Term Pemiod shall have 70 or 
more days but fewer than 85 days, the rate will be the arithmetic average of the Werest Equivalent 
of the @day and W-day rates on such commercial paper or (i i i  any such Short-Term Period shall 
have 85 or ~ O I Q  days but 98 or fewer d.ays, the rate will be the Interest Equivalent of the 9May rate 
on such commercial paper. The term “Interest Equivalent” mems the equivalent yield on a 360day 
basis of a discount basis security to an interesbbearing security and the term “Substitute 
Cornrne~cial Paper Dealer” means any commercial paper dealer that is a 1e.eading dealer in the 
commercial paper market. 

shares of New Preferred Stock may be redeemed, in whole or 
from time t o  time in part, on any Dividend P a w e n t  Dzte at a redemption price of $100 peT shaiie 
($iOO,QOO per Uait) plus an amount equal to accrued and unpaid dividends to the date fixed h- 
rademption. Unless shares of New Preferred Stock are registered for transfer and exchange as 
described mdcr the apticln “TZle Auction-Genejrzl--Securities Depository,” the shares of Ne-* 
Preferred Stock are redeemable only in whole Units. 

if shares of New Preferred Stock are to be redeemed, the Com?ang’s Articles of Incorporation 
currently pro-vide that notice o f  redemption shall be give& by pub!ication at bast ome in one C?Gy 
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newspaper printed in the English language and of general ekcillatian in I,ouisv31eJ Kentuc:ry, the 
fxsst publication k be at least 30 days prior to the daze Sxed for such redem9tion. lu’otice also shall 
be mailed to ?h holders of record of the New Preferred Stock to be redeemed at the respective 
addresses ax the same shall appear r ~ n  the books of the Company at least 30 d & ~ s  prior to the dak 
3xed for redemption, hut fsilure to mail such notice or any ilafeet rhereia or 31 the ading %ereof 
shall nut @ect the vaUdity of the proceedings for the redemption af any shares so t o  be redeemed. 
At their 1992 Annual Neeihg, the Comp,nfs shaxehaiders are aqected to consider i2n amendment 
ta the Articles of Incorpxation which, if adopted, would have the egect of eliminating the 
requkement to pubiish the Cotice of redemption, Sa long es shares of New R e f e m d  Stock are held 
of record by the inominee of the Seolrities Depository, the Company only will give notice to the 
SecuAties Depository of my sr?& redemptio?.. The notice of redemption wi l l  include a statement 
settiag forth (i) the number of shares of Kew Preferred Stock (if applicable, EO be denominated in 
Units) tQ be redeemed, (ii) the date k e d  for redemption and (iii) the redemption price. 

?f lesa than all of the outsht l ing shares are 4x1 be redeemed, the skares of New Preferred Stock 
to be yedeemed shall be selected by lot on a per Unit basis, So long as shares 02 New Preferred Stock 
axe held of record by the nominee of the Securities Depository, the Company w i l l  give notice to the 
Securities Depository of any such partial redemption, a id  ?ihe Secwities Depository shaU deternine 
the nuinber of Units to be redeemed from the account Qf the Agent Member 09 each Existkg Efolder. 
An Agent Member may de:termine to redeem Units from soEe Existing Holders (tpbich may h c h d e  
an Agent Member holding Units for its om account) without ~edmming Units from the accounts of 
other E x h t h g  Holders. 

so long M s h e s  of New Preferred Stock are held of record by the nominee of the Securities 
Depository, the redemgtion price for such shares &hall be paid to iAe n o d e e  of the SecMtiw 
Depository on the date k e d  for redemption. The Securities Depository vdl credit ”Jle accounfS Of 
the Agent Nembers d Existing Holders with the amount of the redemption prim in accordance with 
the Securities Depository% normal. prtacedmes. The Agent Member of 1sz1 Existing Holder mi be 
respawlble for holdhg or disbmsing such payments to such Ekisting Rolder accordttce wkh the 
hsk-trctions of such W t b g  Rdder. 

Shares of New Befemed Stock which have bee3 redeemed or otherwise acquired by the 
Gompany or any afi3hte of the Company are not subject to ~eissuance as New ?referred stock. 

Lhqnaidatiasm Rights 
Upon voluntary or islv~lwtazry liquidatioc, the holders of shaes of the New Preferred Stock will 

be entitled to receive $106 per share ($100,000 per Unit) pIus an amourrt e q d d  t o  aeemed and uTipaid 
dividends befa’ore any ciistribution of assets may be made t o  the holders of ar?y *x&ci swck hdUWg 
the Comgany’s C o r n a n  Stock. 
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THIS AGREEMENT made on 1- 

Between 

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

FlDELlA CORPORATION, a Delaware corporation, as lender (the 
Len der). 

Whereas 

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

The Lender and the Borrower hereby enter into an agreement for the 

Now it is hereby agreed as follows: 

I. Definitions 

1 .I In this Agreement 

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

Default lnterest 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 WO; 

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

Final Repayment Date means 9 -1 

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

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

loan Amount means $ 1 

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. 

2.1 

2.2 

2.3 

3. 

3.1 

4. 

4.1 

4.2 

4.3 

Term Loan 

This Agreement shall come into effect on 
“Effective Date”). 

9 -  (the 

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 Yo. 

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. 
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5. Repayment and Prepayment 

5.1 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. 

5.2 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 
(ii) 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. 

5.3 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. 

6. Payments 

6.1 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. 

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

6.3 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. 
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7. Termination Events 

7.1 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. 

7.2 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. Operational Breakdown 

8.1 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 (Le. 
power outages, strikes, lock-outs, domestic and foreign acts of 
government and the like). 

4 



9. Notices 

9.7 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. 

9.2 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. 

9.3 Communications to the Lender shall be addressed to: Fidelia 
Corporation, 91 9 N. Market Street, Suite 504, Wilmington, Delaware 
19801 , Attn: President. 

I O .  Assignment 

10.1 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. 

1 I. Severability 

11 .I 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. 

12. Counterparts 

12.1 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. 
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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 ) 
) 

Fidelia Corporation ) 
for and on behalf of 

6 



EXHIBIT "A" 

PROMISSORY NOTE 

U.S. $ Louisville, KY, 1- 

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 US. dollars and in same day 
funds), in accordance with the method of payment specified in that certain LG&E 
Loan Agreement dated as of 1-1 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 

7 
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PJVO NEW ISSUES 

t!: Subject to the Conditions and exceptions set forth undsr the caption ‘7q TRUWENY, Harper; FeWson & Oad9, LOulsvi/le, KentocM r‘8ond 
Counsel’?, is ofthe oplnlon that under currant law intemt on each issue of 1992 Series A Bond9 offerad hereby (r) will be emllrdable fmm the gross 
income Qf the mipien& thereof for feden1 income tax pu@oses, except thdt no oplnlon will be expressed mg&& such euOlUSiOrt f#m gms 
income with respect to any 7992 SeriesA Bond durlng any periodin which itis held bya ‘‘substantia/ usd’ora “Mated peBon”as such terms we 
used in SeCf1017 f47(a) of the internal Revenue Code of 1986, as amend& @e ‘‘CodelJ, and og wi(f ndt be an item of tax p W f Q m m  in 
d8t8mlning altemake mlnlmum tehakle Income lor hdlvlduals and cofporatlons under the Code. Such interest may be subject tQ C5rfaln 
federal tares imposed on cemln corporations, including imposition of the co@powta aitemative minimum tar on a pOfl/On of such ,Meek 
Bond Counselis further of Che opinion thcttintemron eachississue of the 1992 Senw A8onds will be cUa;udable fromvle~ross income ofthe 
recipienk thwXfkr Kentucky income iaxputposes and that, undercurtWltlaw; principa/ot each hue’of the 1992 SQI~QS ABonds Will be 
exempt from ad valorem in Kentucky lssuance of each Issue of the 7992 Set‘/!% A Bonds is subject To receipt Of a f?W&le tax 

opinion of Bond Counsel a$ of the date of delivefy of rhe 1932 Series A Bonds. See ‘TAX TRIFATMENP’ k m ~ n .  

$31,000,000 $60,000,000 

Pollution Control Revenue Bonds, 
1992 $;arks A 

pulsvitle  as and Electric .Company Project) 

County of Jefferson, Kentucky County of, Trimble, Kentucky 
Pollution Control Revenue Bonds, 

1992 Series A 
(Louisvflle Gas and Electric Company ProJect) 
THE 1992 SERIES A BONDS WILL BE SPECIAL AND LIMITED dFUGATfONS. OF EA& RESPECTIVE COUNTY FHE 

“COUNW”) PAYABLE GROM AMQUNTS RECEIVED UNDER A LOAN AOeEEMENT WITH LOUISVILLE GAS AND ELECTRIC 
COMPANY (THE “CQMPAW”) AND PLEbGED AS SECURffi FQR SUCH ISSUE OF 1992 SERIES A BONOS. THE 1092 SERIES 
A BONDS WlLL NOT CONSTITUTE AN INDEBTEDNESS OR A GENERAL OBLIGATION OR PLEDGE OF THE FAITH AND CREDIT 
OF THE COMMONWEALTH OF KENTUCKY OR ANY POLJTICAL SUBDlVlSlON THEREOF; INCLUDING THE RESPECTlVE 
COUNN, AND WILL NOT GIVE RISE TO A PECUNlARY LIABILITY OFTHE RESPECTIVE COUNTY OR A CHARGE AGAlNST Us 
GENERAL CREDIT qR TAXING POWERS, , .  

Dated: Date of Issuance Due: September 1, 2017 
The 1992 Series A Bonds of each issue we payable 6oIel.y from and secured by payment6 to be received by the fe8peCtiVive COUnty 

pursuantto separate Loan Agreements with Loulsville Gas and ElecMc Company, Loulevllie, Kentucky, except as payable from accrued 
interest, if any, 1332 Series A Bond proceeds or investment sainings thereoh Princlpal of, and interest on, the 1992 Serles A Bonds of 
each issue will be flirther secured by the delivery to the TnJStee of First Mortgage Bonds of 

(“ Louisville Qas and Electric Company 
and, until the Crossdver Date, by a pledge pfthe Escrow Fund (each as defined herein), 

Each issue of 1992 Series A Bonds as Initially issued will bear interest at Flexible Rates, The rnlilai Flexible Rate to be borne by each 
Jefferson Counb 1992 Series A Bond will be detsrmined and reset by Smith Barney, Hurls Upham & Go. Incorporated as Remarketing 
Agent for such issue and the Initial Flexible Rate to be borne by each Trimble County 1902 Serles ABond will be determined and reset by 
Goldman, Sac@ &GO. as Remarketing Agrtnt for such issue. The rate of interest an each issue of 1932 Series A Bonds may be changed 
from time to time to Flexible, Daily, Weekly, Semi-Annual, Annual or Long Term Rates upon notlce as described hereiy and, under certain 
circumstances. the 1332 Series A Bonds may be converted ta bear intereegt et m e  Long Tern Rate until’maturity. 

The Y 992 Series A Bands wilt be issued only as fully registered bonds in den6mlnatkons of $1 00,000 and whole multiples thereof 
while bearing Interest at a Daily, Weekly or Semi-Annual Rate; in denomlnatlons of $I,OOO.and whole multiples thereof w e  a minimum 
denomination Of $100,000 while bearing interest at Flexible Rates; and in denominations of $5,000 and whole multiples thereof while 
bearing interest at an Annual or Long Term Rate. Security Pacific National Trust Campany (New ‘fork) is Trustee and Paying Agent for the 
1992 Serles A Bands. 

Regl6tWed owners will be required to tender their 1992 Series A Bond6 for purchase: (i) at the end of each ftex@le Rate Period; and 
cii) upon Cdnve6ion of.the 1992 Series A Bonds from one’interest rate mode to a different interest rate mode (except uporl conversion 
betweem Daily and Weekly Rate Periods) and between Long Term Rate Perlods effective for psriods of different durations. Tendered 
$992 Series A Bonds may be remarketed and remain outstandlng. 

Price: ioo% 

The 1992 Series A Bonds of each isive we offered when, as and $issued by fhekspeetive County andaccepted by the Underwritctrs, 
subject to prior sale, to withdrawal or modification of the cfir  without n&ce’ and io f h i  ap;braval:of Iegaliry by Harper, Ferguson & 

Davjs, L~?uisvllle, Kentucb, Bond Counsel, the approval o€ certaln athsr /e@ m&em by Gardner, Carton & Douglas, Chicago, 
Illinois, and Susan M. den&@, Esq., counsel to the Company, and by Winston & SW’wn, Chicago, illinois, counsei to the 

Undewritem, and ceriairi other conditigik I f  is expected that deliyery af pe 7992 Ser;es A &mds w;/l be made on qr 
about September 77, 7992, iii N ~ W  YO* NQW Yo& agahst payment NteEfQor: 

i; . Goldman, Sachs & Co. Smith Barney, Harris Upham & Co. 
Incorporated 

September 10, 1992 
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Any Conversion Date; and 
with respect to each Bond, 
on each Interest Payment 
Date for such Borid. 

With. respect to each Bond, 
opfional et par on any 
Interest Payment Date for 
such Bond; Extraordinary 
Optional at par; and 
Extraordinary Mandatory at 

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

P". . % 

? 

__ 
Principal or redemption 
price and interest in ' 
immediately available 
hinds up611 surrender of 
the Bond to the Paying 
Agent; purchase price 
upon surrender of the 
Bond to the Tender Agent. 

CASH WAGEIIIENT @I 003 

?. Tuple 
ntslrast Payment 
Dates 

nterest Rate 
DetermlnatIon 
Dates 

-7- 

nterest Rate' . 
Periods 

Purchase OR 
Demand of 
Registered 
Owner: RequSrcsd 
Notlce 

Mandatory 
Purchase Dates 

Redernptlan , 

Notices of 
Redernptlon and 
Mandatory 
Purchases 

Manner of 
Payments . 

FWIBLE RATE 

With respect to any 1992 
Series A Bond, the first 
Business Day following the 
[ast day of each Flexible 
Rate Period for that Bond. 

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

For each Bond, succsssive 
periods each of a duration 
designated by the 
Rernarlieting Agent of one 
day to 270 days (or a 
lower maximum number as 
specified in the Indenture); 
must end an a day 
preceding a Business Day. 

P 

No purchase on demand 
of the registered owner. 

DAILY RATE 

The first Business Day of 
each caiendar month. 

Nut later than 9:30 a.m. on 
each Business Day. 

I .  

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

. . <  . .. . 
Any BusineSs Day; by 
wriitten or telephonic notic@ 
ta. th& Tender Agent by 
10:QO qrn. on such 
Business Day. 

I . .I: 

Any Conversion Date 
(other than to the Weekly 
Kate). 

Optional' at pw on any 
Interest Paymgnt Oate: 
Extraordinary Optional at 
par; and Extraordinary 
Mandatory at par- 

Not fewer th3n 15 days 
(30 days notice of 
mandatory purchase if 
Conversion to the Semi- 
Annual, Annual or Long 
Term Rate) or greater than 
60 days. 

Principal or redemption 
price upoh surrender of 
the Bond to tho Paying 
Agent; ititerest in 
irnmediatdy,available 
funds; purchass price 
upon surrender of the 
Bond to the Tender Agent 

WEEKLY RATE 
The first Business Day of 
each calendar month. 

Not Iater'ban 5:OO p.m. on 
the day preceding the first 
day of each Weekly Rate 
Period or, if not a Business 
Day, on the next 
succeeding Business Day. 

From and including each 
Wednesday to and 
inciu+ig the fo~lowinp 
Tuesday. 

Any Business Day: by 
written notice to the Tender 
Agent at or before 
5200 p.m. on a Business 
Day not later than seven 
days prim' to the Purchase 
Date: . . 

Any Conversion Date 
(other than to the Dally 
Rate). 

Optfonal :at par on any 
Interest Payment Date; 
Extraordinary Optional at 
par; and Extraordinary 
Mandatory at par. 

c -  ___. 

: .  
, 

t .  

Nat Cwer than 15 days 
(30 days notice of 
mandatory purchase if 
Conversion to the Semi- 
Annual, Alznual or Long 
Term Rare) or greater than' 
60 days. 

Principal or redemption 
price updn surrender 'of. 
the Bond to the Paying 
Agent; interest In 
immediately available' 
funds; purchase price 
upon surrender of the 
Bond to the Tender Agent. 



SEMI-ANNUAL RATE 

iach March 1 and September 1, 

Each one-year period from and 
irrcluding March 1 and 
September I to and including the 
day immediately, preceding the 
second interest Payment Date 
thereafter. 

\lot later than 12:OO noon on the 
3usiness Day preceding the first 
lay of each Semi-Annual Rate 
>eriod. 

I 

' Each period designated by the 
Company of more than one yeai 
in duration and which is an 
integral multiple of six months, 
from and including the first day of 
such period (March 1 and 
September 1) to and includirig 
the day immediately preceding 
the last Interest Payment Date for 
that period. 

Each six-mchth period from and 
ncluding each March 1 and 
September 1 to and including the 
Jay preceding the ne$ Interest 
'aymen? Date. 

Any Conversion Date. 

Optional at par on the final 
interest Payment Date for the, 
Annual Rate Period; Extraordinary 
Optional at par; Extraordinary 
Mandatory at par. 

On any 1pterest Payment Date; by 
written notice to the Tender Agant 
on a Business Day npt later than 
the fifteenth day prior to the 
Purchass Date. 

b y  Conversion Date; and the 
effective date of a change o f ,  
Long Term Rate Period. 

dptional at times and prices 
dependent, on the length of the 
Long Term Rate Period; 
Extraordinary Optional at pw, 
Extraordinary Mandatory at par. 

Any Conversion Date. 

Optional i t  par Qn any inteiest 
Payment Date; Extraordinary 
Optional at par: and Extraordinary 
Mandatory at pat. 

Not fewer than 30 days cif greater 
#an 60 days, 

- 
Principal .or redemption price 
upon surrender of the Bond to 
the Paying Agent; interest by 
check mailed to the registered 
owner or, upon request of 
registered owners of $1,000,000 
or mow of Bonds, in immediately 
available funds: purchase price 
upon surrender of the Bond to 
the Tender Agent. 
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Not later than. 12:OO noon on the 
Business Day preceding the first 
day of each Annual Rate Period. 

new Long Term Rate Periob. 

Not later than 12:OO noon on the 
Business Day preceding the first 
day of each Long Term Rate 
Period. ~ 

On the final Interest Payment 
Oat6 for the Annual Rate Period; 
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 Paymerit 
Date for' the Long Term Rate 
Period; by wrkm notice to the , 
Tender Agent on a Business Day 
not later than the fiftesr9th day 
prior to the Purchase Date. 

- 
Not fewer than 30 days or greater 
thq 60 days. 

. .  
Not fewer thah 30 days or greater 
than $0 days. 

Principal or redemption price 
upon surrender of the Bond tq 
the Paying Agent; interest by. 
check mailed to the registered 
owner ar, upon request of 
registered ownefs of $1 ,OpO,OOO 
,of more of Bonds, in immediately 
available funds; purchase price 
upon surrender of the 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 
owner or, upon teequest of 
registered owners of $1,000,000 
or more of Bonds, in immediately 
available funds: purchase ptice 
upon surrender of the Bond ta 
the Tender Agent 
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If the teglstered owner of any 1992 Series A Bond (or portion thereof) that is subject to purchase 
pursuant to the Indenture fails to deliver such 1992 Series A 6ond with an appropriate instrument of 
transfer to the Tender Agent for purchase on the Purchase Date, and if the Tender Agent is in receipt of 
the purchase price therefor, such 1932 Serles A Bond (or portion thereof) nevertheless will be d 6 ~ n e d  
purchased on the Purchase Date thereof. Any owner who so fails to deliver such 1992 Series A Bond for 
purchase on (or before) the Purchase Date will have no further rights thereunder, except the right to 
receive the purchase price thereof from those moneys deposited with the Tender'Agent in the Purchase 
Fund pursuant to the Indenture upon presentation and surrender of such 1902 Series A Bond to the 
Tender Agent properly endorsed for transfer in blank W i  all sigriatur6s guaranteed.. 

'. . , #  I .  Redemption Provisions I .  . ,. .. 
Optional. Redemption. 1 .  

(1) Whgnever the Interest Rate Mdde for !tie 1.992 Series A Sands 1s.the Daili Rafe, the Weekly Rate 
or the Seml-Annual Rate, the 1992 Series A Bonds will be subject to redemptibti,4n whole or, in part, at 
the option of the County, upon the.direction of the CompanyJ, ,at a redemptlon , . .  p k e  of 100%. of the 

(ii) Whenever the IntereGt Rate Made for 8, 1992 Series A Bond is the Flexible Rate, such 1992 
Series A Bond wilt b& subject to redemption, in whale or in'patt, at tfre'option of the County, upon the 
direction of the Company, at a redemption, prke of loo% of the principal amount  thereof on each Interest 

(iii) Whenever the hterest Rate Mode for the IS92 Series'b; Bchds is the"Annua1 Rate, the 1!3+2 
Series A Bonds wiir be subject to redemption, in whole or in pati, at the option pf th8 Counfy! upon the 
direction of the Company, at a'redeinptiori price of 100% of thts 6rinbiOal amount thereof . .  . .  on the final 
Interest Payment Date for each An'nual . . I  Rate Perlod. 

(iv) Whenever the interest Rate"Mode f i r  the 1992 Serbs A Bonds is the Long Term Rate; the 1992 
Series A Bonds wilL be subject to redemption; in whole o? irt'patt, at the option of the Cgu.ntyi4.Jpon the 
direction of the Campan$ (A) on the final Interest Payment Date for &e thdn curr?nt;L&hg Tern Rate 
Perioci and [€I) prior To the en@ of' the then currenf Long. Teh RatFPeFiod ,at any'tinie during the 
redemption periods and at the redbmptlon prices set fort% below, plus interest accnted, if an$ to the 

. .  principal amount thereof o:n 'any: . .  Inte,rest . .  Pkymerit Qat+,- ? ' ," .,. , .  4: , , " 6  , 

. . '  Payment Date fa that 1992 Series A Bond; . , ,  . 

. . .  .;'~ 

redemption date: 
Orlglnat 

Length of Current 
Lon Term Rate commencement of 
~ e f o d  Voarsj Redemption Perlod 

More than 15 years Tenth anniversaj, of 
commencement of Long 
Term Rate Period 

More than 13 but not. 
more than 15 years 

Eighth anniversary of 
commencement of Long 
Term Rate Period 

More than 10 but not 
more than 13 years 

Fifth anniversary of 
commencement of Long' 
Term Rate Period 

Redemption Price as . 
Percentage of: Prlnclpai - 

702'36, declining by 1/2% on each 's 

succeeding anniversary of the first 
day of the redempflon period until 
reachlng 700% ." and thereafter 

102%, declining by 1/2% on each 
succeeding anniversary of the first 
d2y of the redemption period until 
reaching 100% and thereafter 
100% 

1011h% declining by 1/2% on each 
succeeding anniversary of the first 
day of the redemption period until 
reaching 100% 'and thereafter 

. 100% 
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,: . 
fsub - 

Original 
Lmgth of Current 
Lon Term Rate 
~ e j c t d  Nmars) 

Commencement ot 
RedemDtion Perlad 

More than 7, but not 
more than 10 years 

More than 3 but not more 
than 7 years 

3 years or less 

Fifth anniversary of 
commencement of Lang 
Term Rate Period 

third anniversary of 
commencement of Long 
Term Rate Period 

Nan-callable - 

Redemption Price as 
Percentase of Princinal 

10196, declining by 1/2% 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 first day of 
the redemption period and 
thereafter 100% 

Nori-callabte . . :  . . ,  . .  . 

Subject to certain cqnditlon prdv/siin of an 'opinion.ifB el that a change In the 
redemption provislqns of the 1992. Series A Bonds will not. adversely the exclusion from gross 
income pf interest on the 1992 Series A bonds foyf&der$ income tax purposes, the redemption periods 
and redemption prices rnaf,',be revised, effective % gf tb!e$onyersi;bn,?ate, the date of:a change in the 
Long Term date Period,pr a'Purdhase Date, en the final Interest Payment Date during a Long Term Rate 

Extrao/tihary Opffond Re&mjjtlon In:Whcj/e. The 1992 Series A 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 Company of an option under the Loan Agreement td prepay the loan if any of 
the fallowing eventq . shall .I .  have FJccurred:. , , 

(a) 'if in the judgment of the Cbmpanjr, unreasonable burdeifs or excbssi\iFliabilities shall h3ve 
been iniposed upon the Company after the issuance of the 1992 Series A Bands with respect to the 
Project irr Vie :operation. therebf,' inctuding without' limitatidn federal; state' a i  other ad valOr"k 
property, Fnc6me;or othek taxes naVimposed: tin Septem'ber'l , 1992; other ttiai ad hlorehi taxes 
presently levied up@ri priUat&y dwnfid property used for tK& Same geiieral purpose as the- Project; 

(b), if the Pra[gc$ or a 'portion thereof' or bther'prc&rty pi' the Company in connection with 
which the Projeci.Is'used. shall have been damaged or'destrpyed to such ar! e q g t  so as, in the 
judgment ,offhe Company, to render the Project or such other property of thebornpanny unsathfac- 
tory to the Company fof its. intended use, . an$ .. such . . -  cqndition shall +ntinue for a period"of . I  Six 
months; 

IC) there shall have "occurred condemnation, of all. or substantially all of,the Project, or the 
taking by eminent domairi qf,sucti use qr control ofthe Projeet or other property of the Compmy in 
connection with which the F?rajec;t is used so' as, in the judgment of the CQmpany, t~ reflder the 
Project or such other property si' ,. tna ~Yt ipapy unsatisfactory to the c.ompany for its intended use; 

(ci) In the evefit char@si,'whiih the Cbmpany cannot reasonaid+ control, in the economic 
avallafjillty of materfala, supplres, labdi, equiprtient or ather properties ar things necessary far the 
efficient operation of the Generating Sfatibli shall have oeeurred whtch, in the jirtibmerit Of; the 
Company, render the dantinued operatloti of the Generating Statibn or any generating unit at such 
station Ur~eCOnOmlc'al; oi? siiaitges ii? circumst&rices'affer the i&umck of the 1992 Series ABonds, 
including but notlimlk&d td Wangesin cleari &r or other air and water pollwfion control requirements 
or so1i.d haste dis@Gsal requirem,ents, shall have, occurred such that the Cornpgny shall determine 
that. . . .  use of,the Prpjecf is no, 1ongec.require.d or dssirable; . . ' .  

Period, tc) reflect Prevding. Markt Conditions on such da&, . . . .  . "  " 

i .  
. -  

. .  

(e) the Loan Agreement: shall have become void or unenforceable or impossible of perfarm- 
ance by reas~n of any 'changes in the Cbnititbtion of the.Commohwealth 'of Kentucky'vr'the 
Constitutitin of the United States of Ameri& or by reason of legisi&ve or administrative action 
(whether stare or federal) or'any final decree, judgment or order of any couh or administrative body, 
whether state Qr federal; or cy, P.'.. 
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{f) a final order or decree of any court or administrative body after the issuance of the 1992 
Series A Bonds shall require the Company to cease a substantial part of its operations at the 
Generating Station to such extent that the Company will be prevented from carrying on its narrnal 
operations at such station for a period of six inonths. 
Extraordinary Optional 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 thereof plus accrued interest to the 
redemption date at the optipn of the Company in an amount not to exceed the net proceeds received 
from Insurance or any condemnation award recbived by the County, the Company or the First Mortgage 
Trustee in the event of damage, destructIan or condemnation of all or a portion of the applicable Project. 
See "THE LOAN AGREEMENT - Maintenance; Damage, Destruction and Condemnation". 

Mandafory Redemption; Event of TaxabiMy The t992 Series A Bonds are subject to mandatory 
redemption by the County at IO?/, of the principal amount thereof plus accrued iqterest to the redemp- 
tion date if the Company is required to prepay the amnunts due under the Loan Agreement after a final 
determhatian by a court of competehf jurisdiction pr an administrative agency to the effect that as a 
result of a failure by the Company to"perforrn or o'b$erve any covenant or agreement or the inaccbracy of 
any representations contained In the LoEin Agreement or any ather agrement or ceiticate delivered Ih 
con'nection therewith, the interest payable bn the 1992 Series A Bands is included for federal income tax 
purposes in the gross incbme of any Bondholder (other than ahy Bondholder who is a "substantial User" 
of' the Project or a "related person" as s,uch terms are used io Section 147(a) of the Internal Revenue 
Code of 1986, as mended, {the "Cadet')). Such mandatory redemptian shall take place within 180 days 
after such final determination. 

Such redemption is not obligatory uniess the Company has partikipated in or had the opp6rtun"ity to 
participate, to a degree the Company reasqnably deems sufficient, in the progeeding which resulted in 
such determination, either directly or through a Bondholder. No determination will be considered final 
until the. conclusion of 4ny appellate review or the expiration of  the tihe for seekingsu6h review.. Further, 
no redemption pbligation will arise unless Such Bondholder permits the Company to participate% in such 
proceedipgs to the' degree the Cqmpany reasonably deems sufficient and $jives. the Company p,r+mpt 
written notice of the commencement of such proceedings. The 1992 Series A.Bonds will $e redeemed in 
wholee, unless the Tmste6 receives a i  0piniG.n a f  Bond Counsel; in accordance w& the Indenture, that 
pattial rdemptibn would result in the interest payable on ttie remaining 1992 Series A>Bo?dS o$stand- 
ing after such redemption not bein$ included in the grbss iricoms of any ~ o r i d ~ ~ c i e t  other vpan a 
Bondholder who is a "substantial user!' of the Project or a'"related person" as such , "  terms,w@ used in 
Section 147(a) of the Code. 

If the Internal Revenue Service or a court of Competent jurisdiction ddte'imines that the interest paid 
ar to be paid on any 1992 Seriek A Bond' (except fo a "substantial" user'; of the Project dr a "related 
person" within the meaning of Section 147(a) of the Code) is or was includible in the gross income of the 
reoipietif far federal income tax purposes for reasons other th& as a result of a failure by the Company to 
perform or observe any of its cpvenants, agreements or repreqent;ations i f l  the to.qn'Agreement, the 
1392 Series, A Bond$ are hot subject to ridefnptign. In such circumsfances, Bondholders would c6n- 
tinue to hold their 1332 Series A Bqnds, receiving pirncipal acd interest .at the applicable Fate as and 
when due, but would be req,uIred to include such interest payments in gross income for federal .income 
tax purposes. Also, if the.lien of the Indenture i%.d[scharged or defeased prior to the.occurrence cif afinal 
determination of taxability, 1992 Series A Bonds will: not be rede,emed as described herein, . .. 

Mandatory Redempiion; Fasailur& to Pay and Discharge R?fur?der?Bond$.. The l"B92 Series A Bonds 
are also subject to mandatory redemption in whole i t  100% bf the principat amaunt thereof plus accrued 
interest on of prior to the fifteenth day after the date (the "Failed Gross-Qver Date") which is the 9Qth day 
after the issiiance of th! 1992 Series.A Bands if, on or prior to such 90th day, the Company has not 
caused the payment and d/scharge of the Refunded Bonds, in accordance with the indenture of trust 
under which the Refunded Barids were issued. 

. 
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General Redemption Terms. Notice of redemption will be given by mailing a redemption notice by 
first ciass mail to the registered owners of the I992 Series A Bonds to be redeemed not less than 15 days 
(30 days if the Interest Rate Mode is the Semi-Annual Rate, the Annual Rate or the Long Term Rate), nor 
more than 60 days prior to the redemption date, except that in the case of a Failed Cross-Over Date, 
such notice shall be given at least IO days prior to the f‘QdemptiQn date. Any notice mailed as provided in 
the Indenture shall be conclusively presumed to have been given, irrespective of whether the registered 
owner receives the notice. Failure to give any such notice by mailing or any defect therein in respect of 
any 1992 Series A Bond will not affect the validity of any proceedings for the redemption of any other 
1992 SeriesA Bond. No further interest shall accrue on the principal of any 1392 Series A Bond called for 
redemption after the redemption date if funds sufficient for such redemption have been deposited with 
the “Trustee as of the redemption date. 

Discharge of Indenturn. 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 securify provided by the 
Pledged First Mortgage Bonds may be discharged, upon the making of provision for payment by 
irrevocably depositing with the Trustee, 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 earliest 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 Indenture”. 

The Company has agreed to repay the loan pur‘suant to the Loan Agreement by making timely 
payments to the Trustee in sufficient amounts to pay the principal of, premium, if any, and interest 
required to be paid on the 1992 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 Trustee, 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 purchase of tendered 
1992 Series A Bonds that are not remarketed in accordance with the Indenture and, to that end, the 
Company shall cause funds tcs be made available to the Tender Agent at the times and in the manner 
required to effect such purchases in accordance with the Indenture (see “THE 1992 SERIES A BONDS - Remarketing and Purchase of 1992 Series A Bonds”). 

All payments to be made by the Company to the County pursuant to the Loan Agreement (except 
the reasonable out-of-pocket expenses of the County and amounfs related to indemnification) have 
been assigned by tbe County to the Trustee, and the Company will pay such amounts directly to the 
Trustee. The obligations of the Company to make the payments pimuant to the Loan Agreement are 
absolute and unconditional. 

Maintenance of Tax Exemption 
The Company and the County have agreed not to take any action that would result in the interest 

paid on the 1992 Series A Bonds being included in gross 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. 



09/21/06 02:51 FAX 502 627 4742 CASH WAGEMENT @J 009 

c: 
v 



09/.21/08 0 2 : 5 2  FAX 5 0 2  827 4 7 4 2  CASH MANAGEMENT 

inmest in immediately 

10 



421 011 

SEMI-ANNUAL MI32 
h c h  February 15 and August 15. 

Not later than 1290 noon on the 
Business Day preceding thc first 
day of each S e m i - h d  B t e  
Period. 

k c h  six-month period from and in- 

gatst 15 to and iylcludmg the day pre- 
ceding the ncxt Interest Payment 
Date. 

cluding Wh P e b v  15 and AU- 

On any Interest Payment Datc; by 
written notice to tho TcncIer Agent 
on a Businas Day not later than 
tke fifteenth day prior to the Pur- 
chase Date. 

Any Conversion Date. 

Optional at par on any bterest Pay- 
ment Dattq Extraordinary OQtionnI 
at par; and Extraordinary Mnndn- 
tory at par. 

Not fewer thim 30 &ys or greahr 
than 60 clnys. 

- 
qat later than 1Z.W noon on the 
bsintsu Day preceding the first day 
)f Mach Annual IRatC Pniod 

h h  FcbnJaty 15 and August 15; 
my Conversion Date and the effec- 
.ve date of any change to P new I ,oh$ Tam Rate Period. 

Each one-year period from and 
duding F&ruary 15 and August 15 
;o mmd including tho day imtnd-  
&Ay pn;cfding the second Lnterest 
Payment Dnte thereaflcr. 

1 

On the final lnterest Paymcnt Date 
for the Annual Ratc Period; by writ- 
tm norice to h e  Tender Agent on a 
€?usioess Day not Iatct h n  the iif- 
teenth &y prior to the Burchiw 
Date. 

A n y  Convctsim Date. 

P -- 
Optional at par on the find Interest 
Payment Date for the h u a l  Rate 
Period; Extraordinary Optionat at 
par; Extraordinary Mandatory at 
PU- 

Not fwff than 30 dnys or greater 
than 60 days. 

Principal or redemption pricc iipon 
surrender of the Bond to the Paying 
Agent; interest by check mdcd to 
thc rcgiutcred owner or, upon re- 
qnest of registercd omcm of 
%l,OM3,000 or more of Bonds, in h- 
mediately available firnds; putchose? 
price upon surrender of the Bond to 
the Tender Agent 

Jot later than' Q:OO nom on the 
M n w  Day preceding the flnt day 
if each Long Tom Rate Period. 1 
hch pcriod designated by the Com- ~ 

imy of more than one year in durn- 
ion and which is an integral mdti- 
)IC of six months, from and indud- 
ag the &st day of such p&od (Reb- 
uary IS md PLugust 15) to and in- 
:Inding the day immediately precedu 
ng thc last Interest Payment Date 
br that period. 

In the final Interest Payment Date 
br the Long T a m  Rsee P&od; by 
h$ttGU notice to the Tender Agcnt 

a Businw Dtty not later than 
he Eiteenth day prior to thc Pur- 
: h e  Dab. 

4ny Conversion bate; and the cffcc- 
ive date of a chaugc of  Long Term 
Rate Period 

, -d 

Dptiond at timH and prices depen- 
dent an the lmpth of the Long 
rem Rate Period; E x m o r ~  
Optional at p ~ q  Mrnordhwy Man- 
w0r.y at pnr. 

Bhcipal  or redemption price upon 
6~rmdcr of the Bond to the P3yhg 
Agent; interest by check mailed to 
the regisbed owner or, upon re- 
quest of registered ownm of 
81.000,OOO or more of Bonds, in ion- 
medintefy available funds; p w c b e  
price upon surrender of the Bond to 
the Tender Agent. 

11 

Not fcww than 30 days or greater 
tfw 60 days. 

Brincipal or rcdcmption price upon 
surrcndcr of the Bond to the Paying 
Agent; interest by chak m d c d  to 
the regktercd amer or, upon re- 
quest of re&tsrcd omem of 
%1,OQO$50 or more of Bonds, h in- 
meclhely avai3ablc funds; p u t c b e  
pAce upon surrender of thc Bond to 
the Tendcr Agent- .. 
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s all s i p b e s  guaranteed by a b d ,  trust company or membg firm of The Ncw York Stock Exchange, hc.  
The Tender Agent may refuse to accept delivcry of any Bond for wbich an instnunrent 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 

v. 

IT the registetrd owner of my Bond (or portion t h e o f )  that is subject to purchase pursuant to the 
Indenture fails to deliver such Bond with an qpxopriate instnmmt of transfer to the Tender Agent fix 
puichase on the Furchase Date, and if the Tender Agmt is in rcccilpt of the purchase price therefor, such 
Bond (or portion thereof) nevertheless Wiu be deemed purchased on tbe b c k  Date thacof. Any owner 
who so fails to deliver such Bond for pmchase on (or before) the Purchase Date will have no ibrthcr rights 
thereunder, exccpt the right to receive the purchase price thereof from those moneys deposited with the 
Tmdcr Agent in the Purchase Fund pursuant to the Indenture upon presentation and surrender of such Bond 
to the Tendct Agent properly endonscd for tsrlnsfer in b W  with all signmes gua~anked 

Redemption ProvMcpns 

Optional Redemption 

C)ptt'~dnal Redemption Duritzg Initial Long Tern Ante Period For Series B Bonds 

During the initid Long Term Rate Period for the Sclries 38 Bonds, the Series B Bonds M be subject to 
redemption, in whole or in part, at the option of tbe County, upon the direction of the Cornpang, on any 
day, on or after August 15,2003, dulling the redemption perk& and at the redemption pdccs set forth Irelow, 
plus btaest s c a d ,  if any, to the redemption date: 

Redemptfon Rfce 
Warderuption Period Rs IPer~Ppe d 
(30th d m  kddvc) ww-pa] Amount 

August 15,2003 through August 14,2004 . . 
August 15,2004 thou& August 1 4  2005 . . 
August 15,2005 and thereaftex.. . . . . . . . . . . 

102% 
101% 
100% 

Bptioml Redemption During Mer  hterest Rate Modes und Subsequetnr h n g  Term Rate Perid& 

( i )  W'henwex the Interest b t e  Mode for the Bonds ia the Ddy Rate, the Weekly Ratc or the S d -  
Annual Rate, the Bonds will be subjcct to redemption, in wholc or in part, nt the option of the County, upw 
the direction of the Compaay, at a redemption price of 100% of thc principal mount thereof on any htexest 
Paymtnt Date. 

I I 

(ii) BVharnever the Bntaat ]#ate Mode €or a ]Bond is thc Flexible ]Rate, such Bond dll  be subject to 
redcmption, in wholc or in gaxt, at the option of the County, upon thc direction of the CQIII~~UIY, at 8, 

redemption pxke of lo% of the principal m o u t  thereof on each Interest Paymat: Date for that Bond. 

(E) Wenever the In'ntcrest Rate Modc for the Bonds is the A.mual Rate, the Bonds suitl bo 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 the find Interest Ipaymmt Date for each h u a l  
Ratc Period. 

(iv) Whntrver the Interest Rate Mode for thc Serbs A Bonds is the Long Term Ratc or in the evcnt the 
Interest Rate Mode for the Series Ed Boa& bccomes the Long Term Rate follo.Wing 8 Conversion or changC Of 
the initial Long Tam Rate Period fop. 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 ha1 Interest Papcnt 
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Date far &e cwmt b a g  Tirm Rase Pefiod md (B) prior to the end of the then current ]Long Term 
Rate Period at my time during the redernptian periods and at the redemption prices set forth below, ah3 
interest accrued, if my, to the redemption date: 

More than 13 lnrt not 
more than 15 years 

More tlxm 3 but not 
more thm 7 ywra 

3 y e m  or leas 

CornanLacolpcnt of 
lR~dampti0a Ped0dl 

Hist htcrest Payment Datc on 
or after the tenth anniversary 
of comencem&t of Long 
Term Rate Period 

Fint Interest Payment Date on 
or after the eighth annivm;tuy 
of commenment of Long 
Tenn Rate Period 

First Interest Payment Date oa 
or &w the fifth &vemry of 
comacement of h n g  T m  
Rate Period 

First Yntercst Payment Date on 
02 after the fifth anniversary of 
commencement of ]Lon@ Term 
Bate Period 

First Hntelest Payment Date on 
or dtm the third annivmary 
of c o m r n m m a t  of Long 
"em Kate Period 

Paon-callable 

102%, declining by Yz% on each 
succcccaing anniversary of the 
first day of the recitemptim 
period until: rcacbhg lW% 
and therwfter 105% 

XOIVi% dccriaing by Ih% m 
each. succEeedtng almivmary of 
the first day of &e rcdlmp~on 
period until reichiag 100% 
md thereafter 100% 

10176, declinng to 100% on the 
ncxt amiversary of the fltst 
day of the redemption period 
and there- 103% 

Subject to ca tah  conditions, including provision of an aphdm of Bond Caunsel that a cbasge h the 
redaption p~ovidons of the Bonds will not: advmIy affect thc exclusion from ~ O S S  hwme of btcriwt btl 
the Bonds far federal mwme tax purposes, thc redemption periods and redemlption prices may be revised, 
effective as of the Conversion pa&, the date of a changc iTL the Long Tmn IRatePeriod ~t a Purchase Date 
on the h a 1  Intermt Payment Date during B Long Tern Rate Period, to a&at Prevding lbaarket f i x a & t i O m ~  
on such date. 

Extmordinn y Op~onal Rehmpfion in K k o k  '"he Bonds may be redeemed by the Cowty h whole st 
103% of the principal amount thereof plus a c ~ m d  hterest to the redemption date upon the exercise by the 
&mpany of m option wider the Loan .4greemcnt to prepay the lam if any of thc followhg events shall 
have occurred: 

(a) if in the judgment of  the Company, unrewomble burdens OF excessive liabilities shall have been 
imposed upon t;he Colrapmy aftm tht: issuance of the Bonds with rapect M the Project or the o p m t h  
thereof, including without limitation fcderd, state or other ad vatorem, prqcrty, income or other taxa 
not itarrposed on August 15, 1993, other than ad valorepn tuea prewntly lcvied upon priwtdy omcd 
property used for the same gmwd purpose as the baject, 
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2 
: 

IZI 

014 

@) 8 the Project or a ~01th thereof or other propmty of &e Company ia connection with which 
the Projkct is used ahall have been -ed or destroyed to s ~ c h  an e;;tmt $0 as, in the judgment of the 
Compasy, to render the Project m srrch other property of the Company uansatisfkrctory to the C~mpsmy 
for ita idnteanded use, md such condition shall continue for a pcriod of aiU months; 

i 

i 

(c) &we SM bavc occurred umdamation of dl or substantially ald of the Projcct OP the taking by 
eminent domain of  such me or control of the Project or other property of &e Company ia connection 
with which t-hc Project is used so as, in &e jw?.gment of the Company, to rmda the Project or such 
other properky of the Company unaati&actory to the Chrnpmy for its intended use; 

the eved c h g c s ,  whk.h &e Campmy cannot reasonably conb’02 h the ecoadc availalbifity. 
ofrmataiah, qpl i e s ,  labor, equipment or other propertics or thing8 necssary for the ef i lc id operatioion 
of a Gmera~ng Station 8 h d  h v c  occurred which, in tbe judgment of the Company, render the 
continued operation of such Generating Station or any generating unit at su& station mecondcal; or 
o h g e s  H c i r c m h m  after the issuance of the Bonds, inciuding but not W t e d  to changes in dean 
air or other air and water pollutbn m t r o l  rquirments or solid waste disposal requbements, shall have 
QCGUIT~ mch that the Cornpay &dl de-e that use ofthe $wject is no laager required or desirable; 

(e) ehe Loan Agreement shall h v c  bemme void or unenforceable or hpos8ibk of performance by 
reason of my changes in the &mtitwtion of the Commonwealth of Kentnckg or the Cwstitation of the 
‘h3hiecd States of America or by resson of leghbthc or admhkitraiive action (whckher state or fedad) 
or any final dccree, judgtncat or order af my coast or administrative body, whether state at  f e d 4  or 

(0 a final. ordm or dmce of any court or administrative body after the issu;tnce of the Bond$ SW 
require the Company to cease a substaatial part of its operations at a Gmmathg Station to such extent 
that the Company will ’be prevented $?om c&g on it8 n d  operations at such statim for B period 
of six mo&. 

E x t r e o r d f ~  ClptiorruI Redemptidnt itt mole or in P a  The Bonds are also subject to redemption in 
whole 01 in part at 100% dtfbe principal momt theseof plus accrued interest to the redemptioa date, at the 
option Of the C%mtpmy in amount not to exceed the net PI’-& received from insurance or my 
condmnathn award received by the County, the Company or tbe First Mortgage Trustee in the event d 
damage, destruction or condmmtioa of all or a p d m  of the Project. See “’”HE LOAN AGREEMENT- 
Mahltenanq Damage, D m t i o n  and Condernm~m’’. 

Ikp6mrdatwy Redemptiux Event of Tmability, “he Bonds me wbjd to ltlsdtdsklrJr redemption by the 
Chmty at 100% of thc prhkdpal amount thereof plua m e d  interest to tLae redemption daw ifclhe Company 
is required to pxepay tEc mounts due under the b a n  Agreement after a final determination by a court of 
competent jurisdiction or  ax^ administrative agency to t;hc effect that as a result of a fitihue by the d;lomgwny 
to p d o m  or observe any cov-t or agreement or the inwarracy of any rqramtatiom contained h the 
Loan Agreement or any othcr agtccrment or ccrtiffak delivered in anmection therewith, the htcrest payablo 
on the Bonds is included for fe&d hcomc tax purposes in the gross hame of my Bondholder (other tlaan 
any Bondbolder who ia a “substantial user” of the Project or a “rclated perm” as such ternas am used in 
Section 147fa) of the httmdl Revenue Code of 1986, as amendd, (the “Code”))). Such Znandatory 
redlemptioopx shall take place within 180 days after such find determination. 

(d) 

C. 

*,&mi .* 

Such redemption is not obljgatory unless the Compmy hm participated in or bad the opportunity to 
participate, to EL degree the Company reasonably deem sufffcient, ia the proceeding which resulted in such 
determination, either dircctIy or through a Bondholder. No determination wi l l  be c o M e r c d  find until thc 
cilnd&ox~ of my appellate review OT thc rwrpkatiicm of the ttne for seekitlg such reviews. Fmther, no 
rdmption. obligation will arise d e s s  such le3an8holder permits the Company to pddpatc  k! such 
proct?edh@ to the degree the Company reslsonably deems d c i m t  aad gives the d;lompy prompt written 
notice, of the commencement of such grcceedings, The Bonds wiU be redemed h whole, d e s s  the Trustee 
receives an opinion of Bond CQWCI, in accordance with the hdmture, that partial redemption would reanlt 
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in the intarat payable on the remabhg Bods outatanding after such redemption hot being included in the I 
gross hcorne of any B6dhdder, other than a Bondholder who is a “Substetotial user” of the Project Or & 
“rehted person” as $u& tern are used in Sectbn 147(a) of thc Code. 

If the h t m l  Revmue Service or a FOW% of competent jmiadiction determines that the interest paid DT 
to be paid on any Bond (except 00 a s‘substaaW user" of the Project or a “rebted person” within themeaning 
of Section 147@ of the Code) is or was kcludn’ble in the gross mcbmc of the rccipimt for federal mcome tax 
purposi?s far r e ~ o m  o&m tlaan as a raull, of a failure by the Company to perfox?m or observe my of its 
covenants, agreements QT rqmmtations in thc Loan Agreement or aay other agrement or certifzcate 
delivcxcd in comation therewith, the  Bonds are not subject to redemption In such Circwmcea, 
Bondholders would mnthuc to hold theit Bonds, receivitlg: @dpd and hterw at &c applicable rate 88 

and when due, but wodd be requirrrl to indadt such inmest psgmeats in gross income for federal iacome 
tax purposes. Also, 3’ the Een of the Indenture is &$charged or d e f d  prior to the occurrence of a Braal 
det&~otl of taxability, Bonds will not be redeemed as described her&& 

Mu?zdufbry Redemptim- Failwe to Pay and Discharge Rehanded Bands. The Bonds are also W e c t  to 
mandatory rdcmption in whole at 100% of the principal mount thereof p h i  accnked hterest on or prior to 
the f3kentI.t day &m the date (the T d e d  croSs-Qvm Daw.) which is the 90th day a h  the issuance of the 
Bonh if, on or prior to such 90th day, the Company has not caused the papent and discharge of the 
RpfihYaded Bonds, in accordance with thc indenture or indentures of trust uedb whi& the Refunded Bonds 
were issue& 

Notice of redemption Wiu bc! @veil by fndhg a redmpfhd asnt.hx by h t  
cbss mail to the regktered omm of the Bonds to be redeemed not les$ thm 15 day6 (30 &ya if the Interest 
Rate Mode is the S d - h u a d  Rate, &he AmmI b t c  or the Long Term Rate), nor mare thaa 60 days prior 
to the redemption date, m.mpt that in ehc caw of a Fded Cross-Over Date, such notice shall be given at 
least 10 days p ~ o r  to the redemption &to. Any notice d e d  aa provided in the hdmtxm shill be 
cclncludvdy presmed to b v e  been given, irrespective of whether thc reghtered owner recw~es the notice. 
lpailurc to give any such notice by m&iling or any defect therein in rcspcet of amy Bond will not &e& the 
validity of any proceeding8 for the redemption of any other Bond No fidter interest SW acchue on the 
phcipd of any Bond cdcd for redemption a€tm the redemption date if h d s  suB3dtrat for 6u& redemption 
have been deposited with the Trustee BS of the redemption data. 

Dischacge of indenture. Upon certain t e rn  and conditions specilticd in the Pndentare, the Bonds or 
any portion thercof 8 M l  bc decmd to be pdd, and the a a d p e n t  of papcnh &e h &e Indenture for 
the s d t y  of such Bonds and fhc  security provided by the Pledged First Mvdgago Bonds may be dischm&d, 
upon the m k h g  of provision for payment by kevacably depositing with the Tmstee, cash or Govermmmd 
Obligations maturing as to principal and interest at mch times as to be sufjident to provide a3anounts to Xjay 
when due the gfindpd of, pr&m, if any, and intaxst on such Bonds and all tcasaaable and necessary fees 
atnd e ~ p e n s e ~  of the Trustee iand paying agid assodatcd therewith. See “TED3 I ” 3 E ” ’ l W h ~ W g e  of 

Qenernl Redmptbn Terns! 

TIHE WAN AWE- 
General 

The of the Loan Agreement relating to the %des A Bonds s h d  C U ~ W C ~  a~ of its date a d  a d  
on the earliest ta ocmv of August 15,2013, or the date on wkcb al l  of the Series A Bonds shall have bem 
M y  paid or provision has been wade for such paymat pursuant to the Tndcmture. The term of the Loatl 
Agrement  felating to the Series B Bonds sbzlfl m e w e  as of its date and end on the earliest to ocmr of 
August IS, 2019, or the I%. .  m wbicb all of the Series B Bonds shall have b m  fully paid or provision has 
been made for such pByment pursuant to the kcilentare. See ‘“E TNlDEmmDischarge of Indenture ” 

The Company hna a g r d t o  repay the loan pursuant to the Loan Agreemat by making timely payments 
to the Tmtcc in aufacieat mounts to pay the principal of, p r d m ,  if my. a d  intcrcst r e q h d  to be paid 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

JULY 3 1 , 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. 

2 1,294,223 shares of Common Stock, without par value, recorded at 

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. 

$425,170,424. 

(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 hoIders 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: 

Date of Indenture 
Sept. 17, 1992 
Sept. 17, 1992 
Aug. 15, 1993 
May 1,2000 
Aug. 1,2000 
Sept. 11,2001 
Mar. 6,2002 
Mar. 6,2002 
Mar. 22,2002 
Mar. 22,2002 
Oct. 23,2002 
Nov. 20,2003 
Apr. 13,2005 

Series of 
Bonds Due 

Sept. 1,2017 
Sept.l, 2017 

Aug. 15,2013 
May 1,2027 
Aug. 1,2030 
Sept. 1,2027 
Sept. 1,2026 
Sept. 1,2026 
Nov. 1,2027 
Nov. 1,2027 
Oct. 1,2032 
Oct. 1,2033 
Feb. 1,2035 

Principal Amount 
Outstanding at 

Authorized Julv3 1,2006 
3 1,000,000 $3 1,000,000 
60,000,000 6 0,O 0 0 , 0 0 0 
35,200,000 35,200,000 

83,33 5,000 83,33 5,000 
10,104,000 10,104,000 
22,500,000 22,500,000 
27,500,000 27,500,000 
35,000,000 35,000,000 
35,000,000 35,000,000 
41,665,000 41,665,000 

128,000,000 128,000,000 

25,000,000 25,000,000 

.~ 
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 
PrinciDal Amount Expense 

Rate of Outstanding at Year Ended 
Date of Issue Date of Maturitv Interest Authorized Julv 3 1,2006 Julv 3 1.2006 

The following are Pollution Control Series (a) 

Sept. 17, 1992 
Sept. 17, 1992 
Aug. 15, 1993 
May 1,2000 
Aug. 1,2000 
Sept. 11,2001 
Mar. 6,2002 
Mar. 6,2002 
Mar. 22,2002 
Mar. 22,2002 
Oct. 15, 2002 
Nov. 20,2003 
Apr. 13,2005 

Sept. 1,2017 
Sept. 1,2017 
Aug. 15,2013 
May 1,2027 
Aug. 1,2030 
Sept. 1,2027 
Sept. 1,2026 
Sept. 1,2026 
Nov. 1,2027 
Nov. 1,2027 
Oct. 1,2032 
Oct. 1,2033 
Feb. 1,2035 

Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 

3 1,000,000 
60,000,000 
35,200,000 
25,000,000 
83,335,000 
10,104,000 
22,500,000 
27,500,000 
35,000,000 
35,000,000 
41,665,000 

128,000,000 
40,000,000 

3 1,000,000 
60,000,000 
35,200,000 
25,000,000 
83,335,000 
lO,IO4,000 
22,500,000 
27,500,000 
35,000,000 
35,000,000 
41,665,000 

128,000,000 
40,000,000 

$985,199 
1,883,622 
1,100,574 

775,764 
2,667,845 

316,387 
706,464 
864,947 

1,119,103 
1,117,053 
1.301,38 1 
3,888,587 
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 
3 1 , 2006, First Mortgage Bonds had been delivered to the trustees as security 
for all outstanding Pollution Contra1 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 
Expense 

Date of Date of Rate of Year Ended 
Julv 3 1,2006 

Intercompany Notes Payable 

Issue Maturity Interest Amount 
Fidelia Corp. 4/30/03 4130113 4.55% 100,000,000 $4,550,000 
Fidelia Corp. 811 5/03 8/15/13 5.31% 100,000,000 5,310,000 
Fidelia Corp. 111 5/04 I /  161 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 3 1 , 
2006, and the amount of capital stock on which dividends were paid each year. 

Dividends on Common Stock. without uar value 

Month Declared Pavment Date Amount 

March 200 1 
June 200 1 
September 200 1 
December 200 1 

March 
June 
September 
December 

March 
June 
September 
December 

May 
June 
September 
December 

2002 
2002 
2002 
2002 

2003 
2003 
2003 
2003 

2004 
2004 
2004 
2004 

March 200s 
June 2005 
September 2005 
December 2005 

12/18/01 

41 15/02 

10/15/02 
1211 9/02 

611 8/04 

9/20/2004 
12/20/2004 

3/21/05 
6/20/2005 

$- 

23,000,000 
$23,000,000 

$23,000,000 

23.000.000 
23:OOO;OOO 

$69,000,000 

$- 

$- 

$21,000,000 

2 1,000,000 
15,000,000 

$57,000,000 

$29,000,000 
10,000,000 

$39,000,000 
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March 2006 
June 2006 

312 1/2006 $40,000,000 

$60,000,000 
6120l2006 20,000,000 

Number of shares outstanding was 2 1,294,223 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 an July 15,2003 
through July 15,2006, leaving 200,000 shares outstanding as of July 3 1,2006. 
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 3 1,2005. Dividends of $3 12,109 were paid for the each of 
the four quarters through July 3 1,2006. Preferred dividends for the twelve months ended 
July 3 1,2006 were $1,248,436. 
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Dividends on Auction Rate Cumulative Preferred Stock, without par value 

Month Declared 
March 
June 
September 
December 

Pavment Date 
4/16/2001 
7/16/2001 
101 1 5/200 1 
1/15/2002 

Rate Per Share 
1.32500 
1.16750 
0.94750 
0.95000 

Amount 
$662,500 
583,750 
473,750 

200 1 
200 1 
200 1 
200 1 475,000 

$2,195,000 

March 
June 
September 
December 

2002 
2002 
2002 
2002 

4/15/2002 
7/15/2002 
10/15/2002 
1/15l2003 

0.85875 
0.82500 
0.87750 
0.84250 

$429,375 
4 12,500 
438,750 
421,250 

$1,70 1,875 

$300,000 
268,750 
173.750 

March 
June 
September 
December 

2003 
2003 
2003 
2003 

4/15/2003 
7/15/2003 
10/15/2003 
111 512004 

0.60000 
0.53750 
0.34750 
0.33000 165;OOO 

$907,500 

March 
June 
September 
December 

2004 
2004 
2004 
2004 

4/15/2004 
7/15/2004 
1011 512004 
1/18/2005 

0.37500 
0.43750 
0.48750 
0.62500 

$187,500 
218,750 
243,750 

- 3 12,500 
$962,500 

March 
June 
September 
December 

2005 
2005 
2005 
200s 

4/15/2005 
7/15/2005 
101 1712005 
1/17/2006 

0.75000 
0.97500 
0.97500 
1.10000 

$375,000 
487,500 
487,500 
550,000 

$1,900,000 

March 
June 

2006 
2006 

411 712006 
7/17/2006 

1.20000 
1.33750 

$600.000 
6681750 

$1,268,750 

Dividend is based on 500,000 shares for all periods. 

(9) 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- 1 10, 90-27 1, 92-250, 93-087, 93-223, 2000-05 1, 2000-052, 2000-275, 2001 -205 
and 2001-3 16. 

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 
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ACTION OF THE BOARD OF DIRECTORS 
OF 

LOUISVILLE GAS AND ELECTRIC COMPANY 
TAKEN BY WRllTEN 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 $1 25 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 Contemplated 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 
(“LouisvillelJefferson County, Kentucky”) has become the successor to the 
County of Jefferson, Kentucky (LouisviIle/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 Issuers 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 



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 trust pursuant to which such 
Environmental Facilities Bonds are to be issued, and which will be used 
by the underwriter or underwriters chosen by such officers of the 
Company (the "Underwriters") in connection with the sale of such 
Environmental Facilities Bonds to the public, (v) 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. 

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

(c) That, subject to the receipt of 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 



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

(d) That, subject to 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) LouisvillelJefferson 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. 

(e) 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) LouisvillelJefferson 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. 

(f) 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. 

(9) 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) LouisvillelJefferson 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. 

(h) 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 



into one or more bond insurance or similar agreements with a bond 
insurer to be selected by the Chief Executive Officer, the President, Chief 
Financial Officer, any Vice President or the Treasurer, each in 
substantially the form presented to and approved by any such officer with 
such changes thereto as the officer executing each of such documents 
shall deem necessary or advisable, the execution of such documents 
thereby to conclusively evidence such officer's approval and the approval 
of this Board of Directors. 

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

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

(k) That the 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. 

(I) That the officers of the Company be, and each of them hereby is, 
authorized in the name and on behalf of the Company and under its 
corporate seal or otherwise, to take or cause to be taken all such further 
actions and to execute and deliver or cause to be executed and delivered 
all such further documents, bond insurance documents or agreements, 
certificates and agreements (including without limitation, instruments 
authorizing or consenting to amendment, modifications or waivers to any 
of the agreements or disclosure documents executed in connection with 
the issuance, execution and delivery of the Notes or Bonds, and the 
execution and delivery of the bond insurance documents or agreements) 



as such persons may deem necessary, advisable or appropriate in 
connection with the transactions contemplated thereby and hereby, and 
to incur all such fees and expenses as shall be necessary, advisable or 
appropriate in their judgment in order to carry into effect the purpose and 
intent of any and all of the foregoing resolutions. 

(m) 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. 

(n) 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. 

(0) 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. 

(p) 

(9) 
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