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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In The Matter Of: 

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

) 

OBLIGATIONS 1 

CASE NO. 2008- 

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. In support of this Application, LG&E states as follows: 

1. The Company’s full name is Louisville Gas and Electric Company. The post 

office address of the Company is 220 West Main Street, Louisville, Kentucky 40202. LG&E is a 

Kentucky corporation, a utility as defined by KRS 278.010(3)(a) and (b) that, as of December, 

31, 2007 provides retail electric service to approximately 401,000 customers and retail gas 

service to approximately 326,000 customers in seventeen counties in Kentucky. A description of 

LG&E’s properties is set out in Exhibit 1 to this Application. A certified copy of the Company’s 

Articles of Incorporation was filed with the Commission in Case No. 2005-00471 (In the Matter 

of Application of Louisville Gus and Electric Company and Kentucky Utilities Company for 

Authority to Transfer Functional Control of Their Transmission System) and is incorporated by 

reference herein pursuant to 807 KAR 5:001, Section 8(3). 



2. By letters dated February 25,2008, in reference to Case Nos. 2006-00445 (In the 

Matter of: The Application of Louisville Gas and Electric Company for an Order Authorizing 

the Issuance ofSecurities and the Assumption of Obligations) and 2005-00046 (In the Matter of: 

The Application of Louisville Gas and Electric Company for an Order Authorizing the Issuance 

of Securities and the Assumption of Obligations), and March 17,2008 in reference to Case No. 

2000-051 (In the Matter of: The Application of Louisville Gas and Electric Company for an 

Order Authorizing the Issuance of Securities and the Assumption of Obligations), the Company 

advised the Commission that it was preparing to take action to mitigate the impact of recent 

market conditions on certain of its variable rate pollution control bonds. The February 25 and 

March 17 letters are collectively referred to as the “Letters.” The Company was taking the 

action with respect to the specific bond series identified in the Letters under existing authority 

from the Commission. Copies of the Letters are attached hereto as Exhibit 2. 

3. The actions set out in the Letters, and the request for authority set out in this 

Application, are precipitated by general conditions in the financial markets resulting from credit 

ratings downgrades of several bond insurers. These credit downgrades were the result o f  those 

insurers’ diversification into insuring riskier types of debt, such as securities backed by subprime 

home mortgages. 

4. As a result of the downgrades of the bond insurers, LG&E faces higher interest 

rates on those series of variable rate debt which were issued with bond insurance. In some cases, 

the downgrades have resulted in failed auctions which result in the interest rate being set at a 

higher rate pursuant to the terms of the indenture. A failed auction, however, is not a default 

pursuant to the terms of the financing documents -but only results in higher interest costs. 

5. These developments have affected many companies that have used bond 

insurance in connection with their debt, particularly those that have used auction mode variable 
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debt. Significantly, these market conditions affect the financial markets generally, and are not 

specific to LG&E nor reflective of the condition of the Company. 

6 .  LG&E is evaluating and considering a variety of actions in response to the current 

market conditions. These include interest rate conversions from auction mode to fixed rate or 

some other variable mode (“Conversions”), and placement of additional liquidity or credit 

support facilities, such as letters of credit, revolving credit agreements, standby credit 

agreements, or similar arrangements. Any such action would be taken only in accordance with 

existing authorization with respect to each series of debt a€fected. 

7. However, because of evolving and uncertain market conditions, it is possible that 

actions under the Company’s existing authority may either not be effective or constitute an 

insufficient response to market conditions. For example, certain structures that are pricing at 

attractive rates today involve issuing a letter of credit to enhance the Company’s credit. If the 

current bond insurer is not willing to cancel its insurance policy at the Company’s request 

making a Conversion unattractive, it may be necessary to refinance in order to implement the 

letter of credit structure. Additionally, there have been periods during the recent market turmoil 

in which insured bonds have required a higher interest rate than those without insurance. 

Ultimately, the Company will evaluate the costs and benefits of refinancing compared to the 

costs and benefits of a Conversion and will select the most favorable alternative. Thus, LG&E’s 

response may involve the refinancing of some or all of the Company’s existing auction mode 

pollution control debt with new debt. 

8. LG&E has identified eight (8) series of existing auction mode pollution control 

debt as possible candidates for refinancing. As noted above, it is possible that action under 

existing authority from the Commission, such as Conversions, may be sufficient to address 

market conditions. However, because of financial market uncertainty and unpredictability, and 
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the significant lead time that would be involved in obtaining regulatory approval if it were 

determined to be advantageous to proceed with refinancing, with consequent, additional costs to 

the public, LG&E is requesting explicit authority to refinance the total of eight (8) series of 

outstanding pollution control bonds (sometimes, collectively, the “Outstanding Bonds”). Such 

authority would enable LG&E to effect the best remedy in each circumstance. 

9. Depending upon market conditions, LG&E could initially convert interest modes 

on existing debt, and might subsequently choose to refinance with new debt. Such could be the 

case if LG&E converted modes to avoid the high rates associated with failed auctions, but 

determined that it was advantageous to use a structure different from that of the existing debt. 

The Outstanding Pollution Control Debt 

Jefferson County? Kentuckv Pollution Control Revenue Bonds, 2000 Series A 

10. LG&E’s obligations in connection with the Jefferson County, Kentucky Pollution 

Control Revenue Bonds, 2000 Series A (“Jefferson County 2000 Series A Bonds”) were 

authorized by the Commission by Orders dated March 3 1, 2000 and May 18, 2000 in Case No. 

2000-051 (In the Matter of: The Application of Louisville Gas and Electric Company for an 

Order Authorizing the Issuance of Securities and the Assumption of Obligations). Proceeds were 

used to provide funds to refinance the Jefferson County, Kentucky 7.45% Pollution Control 

Revenue Bonds, 1990 Series A. LG&E’s obligations in connection with those bonds were 

authorized by the Commission by Order dated June 25, 1990 in Case No. 90-142. The proceeds 

of those bonds were used to refinance the Jefferson County, Kentucky 8-1/4% Pollution Control 

I In November 2000, the voters of  Jefferson County voted to consolidate the governmental and corporate functions 
of  Jefferson County and the City of  Louisville into a new form of  government known as LouisvilleiJefferson County 
Metro Government (“Louisville Metro Government”). Louisville Metro Government commenced operation on 
January 6, 2003 and replaced and supersedes the government of  the prior County and City. The authorizing laws 
provide for mandatory assumption by Louisville Metro Government of  all existing contract ohligations of the prior 
County and City, and Louisville Metro Government would accordingly be the governmental issuer of refunding 
bonds with respect to any existing Jefferson County bonds as well as existing Louisville Metro Government bonds. 
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Revenue Bonds, I985 Series A, and LG&E’s obligatiolis with respect to those bonds were 

authorized by the Commission in Case No. 9356. Proceeds of the 1985 Series A Bonds were 

used to provide financing for a portion of the costs of purchasing and installing equipment 

necessary to renovate seven sulhr dioxide removal systems at LG&E’s Cane Run and Mill 

Creek generating stations. 

11. 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 of the Jefferson County 2000 Series A Bonds: 

Public Offering Price Proceeds ExDenses 

$25,000,000 $25,000,000 $647,000’ 

The Jefferson County 2000 Series A Bonds are subject to redemption upon the direction of 

LG&E at a redemption price of 100% of the principal amount thereof, together with accrued 

interest to the redemption date. 

Trimble Countv, Kentucky Pollution Control Revenue Bonds, 2000 Series A 

12. LG&E’s obligations in connection with the Trimble County, Kentucky Pollution 

Control Revenue Bonds, 2000 Series A (“Trimble County 2000 Series A Bonds”) were 

authorized by the Commission by Order dated July 18, 2000 in Case No. 2000-00275 (In the 

Matter OF The Application of Louisville Gas and Electric Company for an Order Authorizing 

tke Issuance of Securities and the Assumption of Obligations). Proceeds were used to provide 

funds to refund the Trimble County, Kentucky 7.625% Pollution Control Revenue Bonds, 1990 

Series A. LG&E’s obligations in connection with those bonds were authorized by the 

Commission by Order dated October 19, 1990 in Case No. 90-271. The proceeds of the 1990 
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Series A Bonds were used to provide financing for a portion of the costs of the acquisition, 

construction, and installation of certain air and water pollution control facilities at LG&E’s 

Trimble County generating station. 

13. 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 of the Trimble County 2000 Series A Bonds: 

Public Offering Price Proceeds Expenses 

$83,335,000 $83,335,000 $1,152,000 

The Trimble County 2000 Series A Bonds are subject to redemption upon the direction of LG&E 

at a redemption price of 100% of the principal amount thereof, together with accrued interest to 

the redemption date. 

Jefferson County. Environmental Facilities Revenue Bonds, 2001 Series A 

14. LG&E’s obligations in connection with the Jefferson County, Environmental 

Facilities Revenue Bonds, 2001 Series A (“Jefferson County 2001 Series A Bonds”) were 

authorized by the Commission by Order dated August 28, 2001 in Case No. 2001-205 (In the 

Matter o j  The Application of Louisville Gas and Electric Company for an Order Authorizing 

the Issuance of Securities and the Assumption of Obligations). Proceeds were used to finance 

portions of the costs of solid waste recycling and abatement facilities at LG&E’s Mill Creek 

generating station in Jefferson County. 

15. The following table shows (i) the initial public offering price, (ii) proceeds to 

LG&E from the sale (after deducting underwriting discounts and commission), and (iii) LG&E’s 

expenses associated with the sale of the Jefferson County 2001 Series A Bonds: 

Expenses shown for this, and the other series which may be refunded, include the costs of bond insurance. 
6 



Public Offering Price Proceeds Expenses 

$10,104,000 $1 0,104,000 $5 16,000 

The Jefferson County 2001 Series A Bonds are subject to redemption upon the direction of 

LG&E at a redemption price of 100% of the principal amount thereof, together with accrued 

interest to the redemption date. 

Trimble County, Kentuckv Pollution Control Revenue Bonds. 2002 Series A 

16. LG&E’s obligations in connection with The Trimble County, Kentucky Pollution 

Control Revenue Bonds, 2002 Series A (“Trimble County 2002 Series A Bonds”) were 

authorized by the Commission by Order dated August 12,2002, in Case No. 2002-00230 (In the 

Matter of: The Application of Louisville Gas and Electric Company for an Order Authorizing 

the Issuance of Securities and the Assumption of Obligations). Proceeds were used to provide 

funds to refinance the Trimble County, Kentucky Pollution Control Revenue Bonds, 1990 Series 

B. LG&E’s obligations in connection with those bonds were authorized by the Commission by 

Order dated October 18, 1990, in Case No. 90-271. Proceeds from these were used to provide 

financing for a portion of the costs of the acquisition, construction, and installation of certain air 

and water pollution control facilities and solid waste disposal facilities at LG&E’s Trimble 

County generating station. 

17. 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 of the Trimble County 2002 Series A Bonds: 

Public Offering Price Proceeds Exmnses 

$41,665,000 $41,665,000 $1,103,000 



The Trimble County 2002 Series A bonds are subject to redemption upon the direction of LG&E 

at a redemption price of 100% of the principal amount thereof, together with accrued interest to 

the redemption date. 

LouisvilIe/Jefferson County Metro Government, Pollution Control Revenue Bonds. 2003 
Series A 

18. LG&E’s obligations in connection with the LouisvilleiJefferson County Metro 

Government, Pollution Control Revenue Bonds, 2003 Series A (“Louisville Metro Government 

2003 Series A Bonds”) were authorized by the Commission by Order dated September 16, 2003 

in Case No. 2003-00299 (In the Matter of The Application of Louisville Gas and Electric 

Company for an Order Authorizing the Issuance of Securities and the Assumption of 

Obligations). Proceeds were used to provide funds to refinance the Jefferson County, Kentucky 

Pollution Control Revenue Bonds, 1993 Series B, and the Jefferson County, Kentucky Pollution 

Control Revenue Bonds, 1993 Series C. LG&E’s obligations in connection with the preceding 

were authorized by the Commission by Order dated July 28, 1993 in Case No. 93-223. The 1993 

Series B bonds were used to provide financing to refund the Jef€erson County, Kentucky 6-118% 

Pollution Control Revenue Bonds, 1978 Series A and the Jefferson County, Kentucky 6-318% 

Pollution Control Revenue Bonds, 1979 Series A. LG&E’s obligations in connection with the 

immediately preceding were authorized by the Commission in Case No. 71 18. The 1993 Series 

C Bonds were used to provide financing for refunding the Jefferson County, Kentucky 9-314% 

Pollution Control Revenue Bonds, 1984 Series A. LG&E’s obligations in connection with the 

1984 Series A bonds were authorized by the Commission in Case No. 8802. All of the 1978, 

1979 and 1984 Pollution Control Revenue Bonds were used to provide financing, or to refund 

Bonds which provided financing, for a portion of the costs of acquiring, constructing, and 
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installing certain air and water pollution control facilities and solid waste disposal facilities at 

LG&E’s Cane Run and Mill Creek generating stations. 

19. The following table shows (i) the initial public offering price, (ii) proceeds for 

LG&E from the sale after deducting underwriting discounts and commissions), and (iii) LG&E’s 

expenses associated with the sale of the Louisville Metro Government 2003 Series A Bonds: 

Public Offering Price Proceeds Expenses 

$128,000,000 $128,000,000 $3,373,000 

The Louisville Metro Government 2003 Series A Bonds are subject to redemption upon the 

direction of LG&E at a redemption price of 100% of the principal amount thereof, together with 

accrued interest to the redemption date. 

Louisvitle/Jefferson Countv Metro Government, Pollution Control Revenue Bonds, 2005 
Series A 

20. LG&E‘s obligations in connection with the Louisville/Jefferson County Metro 

Government, Pollution Control Revenue Bonds, 2005 Series A (“Louisville Metro Government 

2005 Series A Bonds”) were authorized by the Commission by Order dated March 17, 2005 in 

Case No. 2005-00046 (In the Matter of: The Application of Louisville Gas and Electric 

Company for an Order Authorizing the Issuance of Securities and the Assumption oj 

Obligations), and were used to refinance the Jefferson County, Kentucky Pollution Control 

Revenue Bonds, 1995 Series A. LG&E’s obligations in connection with those bonds were 

authorized by the Commission by order dated July 28, 1993, in Case No. 93-223. The 1995 

Series A Bonds, in turn, were used to provide financing to refund the Jefferson County, 

Kentucky Pollution Control Revenue Bonds, 1985 Series A, with LG&E’s obligations in 

connection therewith authorized in Case No. 9356. Proceeds from the 1985 Series A Bonds 

9 



were used to provide financing for a portion of the costs of acquiring, constructing, and installing 

certain air pollution control facilities, in connection with LG&E’s Mill Creek and Cane Run 

generating stations located in Jefferson County, Kentucky. 

21. The following table shows (i) the initial public of€ering 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 of the Louisville Metro Government 2005 Series A 

Bonds: 

Public Offering Price Proceeds Expenses 

$40,000,000 $40,000,000 $1,093,000 

The Louisville Metro Government 2005 Series A Bonds subject to redemption upon the direction 

of LG&E at a redemption price of 100% of the principal amount thereof, together with accrued 

interest to the redemption date. 

Louisvilte/Jefferson Countv Metro Government. Environmental Facilities Revenue 
RefundinP Bonds. 2007 Series A 

22. LG&E’s obligations in connection with the Louisville/Jefferson County Metro 

Government, Environmental Facilities Revenue Refunding Bonds, 2007 Series A (“Louisville 

Metro Government 2007 Series A Bonds) were authorized by the Commission by Order dated 

January 3 1, 2007 in Case No. 2006-00445 (In the Mutter o$ The Appliculion of Louisville Gus 

and Electric Cornpuny for an Order Authorizing the Issuance of Securities and the Assumption of 

Obligutions). Proceeds were used to fund the redemption of the Jefferson County, Kentucky 

Pollution Control Revenue Bonds, 1993 Series A. LG&E’s obligations in connection therewith 

were authorized by the Commission by Order dated July 28, 1993 in Case No. 93-223. The 

proceeds of those bonds were used to discharge or refund the Jefferson County, Kentucky 6- 
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1/8% Pollution Control Revenue Bonds, 1976 Series A. LG&E’s obligations in connection with 

the 1976 Series A Bonds were authorized by the Commission in Case No. 6592. The proceeds 

of those bonds were used to provide funds to finance the acquisition of certain air, solid waste 

and water pollution control equipment at the Company’s Cane Run and Mill Creek generating 

station. 

23. 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 of the Louisville Metro Government 2007 Series A Bonds: 

Public Offering Price Proceeds Expenses 

$3 1,000,000 $3 1,000,000 $648,000 

The Louisville Metro Government 2007 Series A Bonds are subject to redemption upon the 

direction of LG&E at a redemption price of 100% of the principal amount thereof, together with 

accrued interest to the redemption date. 

LouisvilWJefferson Countv Metro Government. Environmental Facilities Revenue 
Refunding Bonds. 2007 Series B 

24. LG&E’s obligations in connection with the Louisville/Jefferson County Metro 

Government, Environmental Facilities Revenue Refunding Bonds, 2007 Series B (“Louisville 

Metro Government 2007 Series B Bonds”) were authorized by the Commission by Order dated 

January 31, 2007 in Case No. 2006-00445 (In the Matter of: The Application OfLouisville Gus 

and Electric Company for an Order Authorizing the Issuance ofSecurities and the Assumption of 

Obligations). Proceeds were used to fund the redemption of the Jefferson County, Kentucky 

Pollution Control Revenue Bonds, 1992 Series A. LG&E’s obligations in connection with those 

bonds were authorized by the Commission by Order dated August 12, 1992 in Case No. 92-250, 
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and proceeds were used to refund the Jefferson County, 7-1/4% Pollution Control Revenue 

Bonds, 1975 Series A. LG&E’s obligations in connection with the 1975 Series A were 

authorized by the Commission in Case No. 63 11. Proceeds were used to provide funds to 

finance certain air pollution control equipment at the Company’s Cane Run and Mill Creek 

generating station. 

25. 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 of the Louisville Metro Government 2007 Series B 

Bonds: 

Public Offering Price Proceeds Expenses 

$35,200,000 $35,200,000 $610,000 

The Louisville Metro Government 2007 Series B Bonds are subject to redemption upon the 

direction of LG&E at a redemption price of 100% of the principal amount thereof, together with 

accrued interest to the redemption date. 

26. The Company requests authority to assume certain obligations under various 

agreements in principal amounts not to exceed the Public Offering Prices of each of the 

Outstanding Bonds discussed in paragraphs 10 through 25 preceding, which may be refunded, in 

connection with the proposed issuance of one or more series of LouisvilIeiJefferson County, 

Metro Government, Environmental Facilities Refunding Revenue Bonds (the “Louisville Metro 

Government Refunding Bonds”), to be appropriately designated and one or more series of 

Trimble County, Kentucky Environmental Facilities Refunding Revenue Bonds (the “Trimble 

County Refunding Bonds”), to be appropriately designated (both the Louisville Metro 

Government Refunding Bonds and the Trimble County Refunding Bonds, sometimes 
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collectively, the “Refunding Bonds”). The proceeds of the Louisville Metro Government 

Refunding Bonds and the Trimble County Refunding Bonds would be loaned to LG&E by 

Louisville Metro Government or Trimble County, as applicable, in one or more transactions to 

provide funds to redeem and discharge a corresponding amount of  the Outstanding Bonds, within 

ninety (90) days of issuance of the corresponding Refunding Bonds. 

27. In connection with the Refunding Bonds, LG&E would assume certain 

obligations under one or more loan agreements with Louisville Metro Government and Trimble 

County, Kentucky, respectively, and may enter into one or more guaranty agreements, bond 

insurance agreements and other similar undertakings guaranteeing repayment of all or any part of 

the obligations under one or more series of the Refunding Bonds for the benefit of the holders of 

such bonds. 

28. The structure and documentation for the issuance of the Refunding Bonds and 

related agreements wiI1 be similar to that in other recent pollution control financings of LG&E 

approved by the Commission, except that First Mortgage Bonds will not be used to collaterize 

the Refunding Bonds. Additionally, provisions would be incorporated in the Bond 

documentation to avoid or mitigate punitive increases in interest costs (“Interest Rate Moderation 

Procedures”) hereinafter described. 

29. The Refunding Bonds would be issued pursuant to one or more indentures (each 

an “Indenture”), between Louisville Metro Government and the Trustee under such Indenture(s) 

or Trimble County and the Trustee under such Indentures, as applicable. The proceeds from the 

sale of the Refunding Bonds would be loaned to LG&E pursuant to one or more loan agreements 

between Louisville Metro Government and LG&E or Trimble County and LG&E (collectively, 

the “Loan Agreements”). 
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30. The payments to be made by LG&E under the Loan Agreements for one or more 

series of Refunding Bonds, together with other funds available for the purpose, would be 

required to be sufficient to pay the principal and interest on such Refunding Bonds. The Loan 

Agreement(s) and the payments to be made by LG&E pursuant thereto will be assigned to the 

Trustee(s) to secure the payment of the principal and interest on the related Refunding Bonds. 

Upon issuance of a series of Refunding Bonds, LG&E may issue one or more guarantees 

(collectively, the “Guarantees”), in favor of the Trustee(s) guaranteeing repayment of all or any 

part of the obligations under such Refunding Bonds for the benefit of the holders of such 

Refunding Bonds. 

Recent market extremes, including impairment of bond insurance companies ranked at 

the highest quality level by national securities rating services, have caused many public and 

corporate entities, including LG&E, to experience failed auctions automatically triggering 

abrupt, punitive interest rate spikes. To avoid such results in the future, LG&E intends to 

convert or refund its debt obligations from auction rates to variable rates, term rates, or long term 

rates, under rules pursuant to which failed remarketings will not automatically lock in 

punishingly high rates, but will instead be adjusted to comport with market-based rates for such 

securities. Failed remarketings could require bondholders to retain bonds while remarketing 

agents use their best efforts to remarket the bonds at rates reflecting prevailing market rates for 

comparable credits. Variants of this procedure could also include preauthorized “step-up” rates 

or formulas, which would vary based on the interest rate mode selected, limitations on increases 

in rates beyond preauthorized levels, and the use ofpreauthorized alternate rate formulas. 

31. 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 rate(s), and the redemption provisions and other terms and 
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provisions of each series of Refunding Bonds (including, in the event all or a portion of the 

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

rate) would be determined on the basis of negotiations between LG&E, and Louisville Metro 

Government or Trimble County, as applicable, and the purchasers of such bonds. However, the 

amount of compensation to be paid to underwriters for their services would not exceed third- 

quarters of one percent (.75%) of the principal amount of the Refunding Bonds of each series to 

be sold. Based upon past experience with similar financings, LG&E estimates that issuance 

costs, excluding underwriting fees, would be approximately $2.3 million, if all eight series of 

Outstanding Bonds were refinanced individually. Efforts will be made to consolidate 

transactions to minimize legal and other issuance costs. 

32. 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 reserve the option to convert any variable rate Refunding Bonds at a later date to 

other interest rate modes, including a fixed rate of interest. Refunding Bonds that bear interest at 

a variable rate (the “Variable Rate Pollution Control Refunding Bonds”) also may be issued 

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 Pollution Control 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 Pollution Control Refunding Bonds to other purchasers at a price equal to the 

purchase price of such Variable Rate Pollution Control Refunding Bonds, which will be 100% of 

the par amount of such Variable Rate Pollution Control Refunding Bonds. Thus, to the extent 

Variable Rate Pollution Control Refunding Bonds are issued, the documentation will be similar 
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to previous bonds that were issued with a variable interest rate, except that based on market 

developments, LG&E does not anticipate that auction mode bonds would be issued. In addition, 

it is more likely that a Facility, as defined and discussed in paragraph 33 below, would be an 

instrument other than bond insurance due to the problems the bond insurers face as described 

above. 

33. Also, in the event that Variable Rate Pollution Control 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 the ability to borrow funds with which to make payments 

with respect to any Variable Rate Pollution Control Refunding Bonds that have been tendered for 

purchase and are not remarketed. LG&E would be obligated to repay any amounts borrowed 

under the Current Facility. The Current Facility may be pledged for the payment of the Variable 

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

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

LG&E may be required to execute and deliver to the Bank a note (the “Current Facility Note”) 

evidencing LG&E’s obligation to repay any borrowings owed to the Bank under the Current 

Facility. 

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 Pollution Control Refunding Bonds, LG&E may desire to be 

able to replace the Cnrrent Facility with (or to initially use) one or more substitute liquidity 

support and/or credit support facilities (the instruments providing the liquidity support and/or 

credit support and any subsequent replacement support facility thereof, including any 

replacement facility which would replace a replacement facility, are hereinafter referred to as a 
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“Facility”) with one or more banks, insurance companies (including municipal bond 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 andior 

credit support for the Variable Rate Pollution Control Refunding Bonds. In the event the 

Variable Rate Pollution Control Refunding Bonds are converted to bear interest at a fixed rate to 

maturity, the Current Facility (if not already replaced or terminated) or, if applicable, the Facility 

(unless earlier terminated) may be terminated in whole or in part following the date of 

conversion of such series of Variable Rate Pollution Control Refunding Bonds. The estimated 

cost of the financings shown in paragraph 3 1 does not include expenses incurred for entering into 

any Facility; however, the impact on the overall cost of the financing would be approximately 25 

basis points. 

34. 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 document the obligation of LG&E to reimburse or repay 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 lo the 

subject Facility Provider a promissory note (each such note hereinafter referred to as a “Facility 

Note”) evidencing LG&E’s repayment obligations to the Facility Provider under the related 

Credit Agreement; and the Trustee under the Indenture for the Variable Rate Pollution Control 

Refunding Bonds may be authorized, upon the terms set forth in such Indenture and any Credit 

Agreement, to draw upon the Facility for the purpose of paying the purchase price of Variable 

Rate Pollution Control Refunding Bonds tendered or required to be tendered for purchase in 
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accordance with the terms of the Indenture which are not remarketed by the remarketing agent as 

provided in the remarketing agreement and/or for the purpose of paying accrued interest on the 

Variable Rate Pollution Control Refunding Bonds when due and paying principal, whether at 

maturity, on redemption, acceleration or otherwise. 

35. 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 limit its exposure to variable interest rates or to lower its overall 

borrowing costs on any fixed rate Refunding Bonds. The Hedging Facility will set forth the 

specific terms for which LG&E will 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. The estimated cost of the financing 

does not include the costs of any Hedging Facility which would be determined at the time of the 

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

approximately -108 basis points indicating that the market expects a decline in short-term rates. 

36. The terms of each Facility, each Credit Agreement, each Facility Note and each 

Hedging Facility would 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 

Agreements, and the Credit Facilities and related notes set forth in the immediately preceding 

sentence will not exceed the original aggregate principal amount of the Outstanding Bonds that 

are refunded plus accrued but unpaid interest and premium, if any, on such bonds. 
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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. Attached as Exhibit 3 to this Application are copies of the pertinent sections of the 

official statements describing the redemption provisions for the Outstanding Bonds. 

39. LG&E shall, as soon as reasonably practicable after the issuance of any 

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

or dates of issuance of the securities, the price paid therefore, the interest rate(s) (and, if 

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

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

40. Exhibit 4 to this Application contains the financial exhibit required by 807 KAR 

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

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

41. Exhibit 5 to this Application consists of net present value analyses of the 

refinancing alternatives based on current market conditions for the various alternatives. While 

the analyses show the results for each alternative for each bond series, the Company expects to 

use a mix of alternatives. This diversity is prudent, given the limited availability of letter of 

credit facilities in the current market, and avoids excess exposure to any one market segment. 

42. A certified copy of LG&E’s Board of Directors resolution authorizing the 

assumption of obligations under the Loan Agreements, and all transactions related thereto and 

discussed in this Application, will be filed as a supplement to this Application. 

43. Other requirements of the Commission’s regulation regarding this application, 

807 KAR 5:00I, Section 11, including (I)(b) regarding the amount and kind of notes, etc., and 

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

discussion above in paragraphs 3 through 36 of this application. In order to allow the Company 
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flexibility to mitigate the impact of current market conditions, the Company respectfully requests 

that the Commission process this application as expeditiously as practicable. 

WHEREFORE, Louisville Gas and Electric Company respectfully requests that the 

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

the obligations of LG&E under the Loan Agreements, and any Remarketing Agreements, and 

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

related notes set forth in this application. Louisville Gas and Electric Company further requests 

that the Order of the Commission specifically include provisions stating: 

1. LG&E is authorized to execute, deliver and perform its obligations under the 

Loan Agreements with Louisville Metro Government and Trimble County, Kentucky and under 

any guarantees, remarketing agreements, hedging agreements, bond insurance agreements, credit 

agreements and such other agreements and documents as set forth in its application, including 

interest rate moderation provisions contained therein, and to perform the transactions 

contemplated by all such agreements, including, but not limited to, borrowings or advances, and 

the related repayment or reimbursement obligations, under the Loan Agreements, current 

Facilities and the Facilities. 

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

lawful purposes set out in the application. 

3. LG&E shall agree only to such terms and prices that are consistent with the 

parameters set out in its application. 

4. LG&E shall, within 30 days from the date of issuance, file with the Commission a 

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

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

commissions, or other compensation, involved in the issuance and distribution thereof. In 
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addition, LG&E shall include a detailed explanation as to how the interest rate alternative chosen 

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

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

management agreements used by LG&E for each issuance, as well as copies of executed interest 

rate management agreements. If a variable interest rate is chosen, LG&E shall file a detailed 

description of the criteria to be periodically applied in determining whether the variable rate 

should be converted to a fixed one. 

5. In addition, LG&E shall, within thirty (30) days of issuance, provide a detailed 

explanation of why it was decided to refund any series of Outstanding Bonds refunded, rather 

than take other action to mitigate market conditions or why refunding was taken subsequent to or 

in conjunction with such other action. 

Respectfully submitted, 

&enendrick R. Riggs 
John Wade Hendricks 
Deborah T. Eversole 
Stoll Keenon Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, Kentucky 40202 
(502) 333-6000 

Allyson Sturgeon 
E.ON US. LLC 
220 West Main Street 
Louisville, KY 40202 
(502) 627-2088 

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 Treasurer for 
Louisville Gas and Electric Company, that 
contents thereof, and that the same is true 
therein stated on information or belief, and that a 

Subscribed and sworn before me this 

My Commission Expires: 

day of 

Qui?a-r3LLLd 
N O T ~ Y  PUBLIC, STATE AT LARGE 

400001.129955/5143 13.5 





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

A DESCRIPTION OF APPLICANT’S PROPERTY, INCLUDING A 
STATEMENT OF THE NET ORIGINAL COST OF THE PROPERTY 

AND THE COST THEREOF TO APPLICANT 

January 3 1,2008 

The applicant’s generating, transmission and distribution systems described herein are calculated 
annually. As of December 31, 2007, the applicant owned and operated thermal-electric 
generating units with an aggregate stalion raling totaling 3,083 Mw. This total consisted of 
2,418 Mw of steam generation capacity and 665 Mw of combustion turbine peaking units. The 
applicant also owned a SO Mw 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 included substation capacity of approximately 
11,900 MVA and approximately 894 miles of lines, and is interconnected with the systems of 
neighboring utilities. The applicant’s electric distribution system included substation capacity of 
approximately 4,940 MVA, approximately 3,927 miles of overhead lines and approximately 
2,261 miles of underground conduit. 

The applicant operated 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 included 256 miles of transmission mains, and the gas 
distribution system includes 4,203 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 January 3 1,2008, was: 



Electric - Gas Common Total 
Original Cost $ 3,507,227,647 $ 614,865,882 $ 207,912,191 $ 4,330,005,720 
Less Reserve for $ 1,580,777,530 $ 207,407,989 $ 81,027,804 $ 1,869,213,323 

Net Original Cost $ 1,926,450,117 $ 407,457,893 $ 126,884,387 $ 2,460,792,397 
Allocation of Common 
To Electric and Gas $ 93,894,446 $ 32,989,941 $ (126,884,387) $ - 

Depreciation 

Total $ 2,020,344,563 $ 440,447,834 $ - $ 2,460,792,397 





u. s. 
Stephanie L. Stumbo 
Executive Director 
Public Service Commission of Kentucky 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40602 

March 17,2008 

RE: Case No. 2000-052 (In the Matter of: The Application of Kentucky 
Utilities Company for an Order AuthorKing the Issuance of 
Securities and the Assumption of Obligations) 

Case No. 2006-00414 (In the Matter of: The Application of 
Kentucky Utilities Company for an Order Authorizing the Issuance 
of Securities and the Assumption of Obligations) 

Case No. 2000-051 (In the Matter of: The Application of Louisville 
Gas and Electric Company, for an Order Authorizing the Issuance 
of Securities and the Assumption of Obligations) 

Dear Ms. Stumbo: 

By letter dated February 25, 2008, and in reference to Case Nos. 2007-00115, 
2006-00445, and 2005-00046, I advised the Commission regarding actions that 
Kentucky Utilities Company (“KU”) and Louisville Gas and Electric Company 
(“LG&E’) (KU and LG&E, collectively, the “Companies”) were preparing to 
take to mitigate the impact of recent market conditions on certain of their 
variable rate tax-exempt pollution control bonds. 

In my February 25 letter, I indicated that the Companies, in consultation with 
their financial and legal advisors and depending upon the developing situation 
in the financial markets, might also decide to take action with respect to other 
series of outstanding debt. This is to advise the Commission that the 
Companies have decided to take such additional action. The financings 
affected by this action were approved by the Commission in the proceedings 
referenced above. 

E.ON U.S. LLC 
State Regulation and Rates 
220 West Main Street 
PO Box 32010 
Louisville, Kentucky 40232 
www.eon-us.corn 

Lonnie E. Bellar 
Vice President 
T 502-627.4830 
F 502-247-2109 
ionnie.beilar@eon-us.com 
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Stephanie L. Stumho 
March 17,2008 

The Companies plan to take the following specific actions: 
For Kentucky Utilities Company: 

KU Carroll County 2006 Series C ($16,693,630) (authorized in 
CaseNo. 2006-00414) 
KU Mercer County 2000 Series A ($12,900,000) (authorized in 
Case No. 2000-052) 

- convert from auction mode to 7 day variable mode 

For Louisville Gas and Electric Company: 
LG&E Jefferson County 2000 Series A ($25,000,000) 
(authorized in Case No. 2000-051) 

- convert from auction mode to 7 day variable mode 

The Companies have authority under the Commission’s Orders in the respective 
cases cited above to undertake these actions, and the procedures to effect these 
conversions of interest rate modes are set out in the documentation for each 
bond series. In addition, following the conversions, it is anticipated that the 
LG&E bonds will be temporarily repurchased and held by LG&E, and the KU 
bonds will he temporarily repurchased and held by KU. In neither case would 
the bonds he retired, but held with a view to refinancing with new debt in the 
future. Prior to any such refinancing, or other action requiring the 
Commission’s authorization, an application seeking authority for the proposed 
action will he filed with the Commission. 

As was the case with the actions cited in my February 25Ih letter, the Companies 
are taking these actions in response to conditions in the financial markets. 
These are conditions affecting the financial markets generally, and are not 
specific to the Companies nor reflective of their financial condition. 

Please do not hesitate to contact the undersigned if the Commission has any 
questions or requires additional information. 

Sincerely, 

Lonnie E. Bellar 



u. s. 
Elizabeth ODonnell 
Executive Director 
Public Service Commission of Kentucky 
21 1 Sower Boulevard 
Frankfort, Kentucky 40602 

February 25,2008 

RE: Case No. 2007-00115 (In the RLtter a The Application of 
Kentucky Utilities Company for an Order Authorizing the Issuance 
of Securities and the Assumption of Obligations) 
Case No. 2006-00445 (In the Matter of: The Application of 
Louisville Gas and Electric Company for an Order Authorizing the 
Issuance of Securities and the Assumption of Obligations) 
Case No. 2005-00046 (In the Matter of: The Application of 
Louisville Gas and Electric Company for an Order Authorizing the 
Issuance of Securities and the Assumption of Obligations) 

Dear Ms. O’Donnell: 

This is to advise the Commission regarding actions that Kentucky Utilities 
Company (“KU”) and Louisville Gas and Electric Company (“LG&E”) (KU 
and LG&E collectively, the “Companies”) are preparing to take to mitigate the 
impact of recent market conditions on certain of their variable rate tax-exempt 
pollution control bonds. The financings affected were approved by the 
Commission in the proceedings referenced above. As you may be aware, 
several bond insurers, such as Ambac, have recently had their credit ratings 
downgraded by the rating agencies. These credit downgrades were the result of 
the insurers’ diversification into insuring riskier types of debt, such as securities 
backed by subprime home mortgages. KU and LG&E have used bond 
insurance in connection with variable rate pollution control debt in some 
instances, in order to obtain lower interest rates for that debt. As a result of 
these downgrades the Companies face higher interest rates on those series of 
their variable rate debt. In several cases, these market conditions have also led 
to failed auctions for auction mode variable debt which results in the interest 
rate being set pursuant to the terms of the indenture. A failed auction is not a 
default pursuant to the terms of the financing documents. These developments 

E.ON U.S. LLC 
State Regulation and Rates 
220 West Main Street 
PO Box 32010 
Louisville, Kentucky 40232 
www.eon-us.com 

Lonnie E. Bellar 
Vice President 
T 502.6274630 
F 502.217-2109 
lonnie.bellar@eon-us.com 
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Elizabeth O’Donnell 
February 25,2008 

have affected many companies that have used bond insurance in connection 
with their debt, or that have auction mode variable debt outstanding. The 
market conditions that have created this situation affect the financial markets 
generally, and are neither specific to KU and LG&E nor reflective of the 
condition of either company. 

In response to these market conditions, the companies plan to take the 
following specific actions: 

For Kentucky Utilities Company: 
KU Carroll County 2007 Series A ($17,875,000), and 
KU Trimble County 2007 Series A ($8,927,000) (both 

authorized in Case No. 2007-001 15) 
- convert from auction rate to fixed rate to maturity 

For Louisville Gas and Electric Companv: 
LG&E Louisville Metro 2007 Series A ($31,000,000), and 
LG&E Louisville Metro 2007 Series B ($35,200,000) (both 
authorized in Case No. 2006-00445) 

LG&E Louisville Metro 2005 Series A ($40,000,000) 
(authorized in Case No. 2005-00046) 

and 

- convert from auction rate to 7 day variable mode 

The Companies have authority under the Commission’s Orders in the respective 
cases cited above to undertake these actions, and the procedures to effect these 
conversions of interest rate modes are set out in the documentation for each 
bond series. In addition, following the conversion it is anticipated that the 
LG&E bonds, but not the KU bonds, would be temporarily repurchased and 
held by LG&E (but not retired), with a view to refinancing with new debt in the 
future. Prior to such refinancing by LG&E, or other action requiring 
Commission authorization, an application seeking authority for the proposed 
action will be filed with the Commission. 

LG&E and KU have chosen these actions in consultation with their financial 
and legal advisors, and understand that other utilities and municipal bond 
issuers nationwide are currently considering or implementing similar steps. 
Depending upon the developing situation in the financial markets, KU and 
LG&E may also decide to take action with respect to other series of outstanding 
debt. We will advise the Commission of any further action, and apply to the 



Elizabeth O’Donnell 
February 25,2008 

Commission for authorization for any action that requires approval by the 
Commission. 

Please do not hesitate to contact the undersigned if the Commission has any 
questions or requires additional information. 

Singerely, 

Lonnie E. Bellar 





PRICE: 100% 



F- 

surrender of such 2000 Bond to the Tender Agent properly endorsed for hmsfer in blank with all signatures 
guaranteed. 

When a book-entry-only system is in effect, the requirement for physical delivery of the 2000 Bonds 
will be deemed satisfied when the ownership rights in the 2000 Bonds are transferred by Direct Participants 
on the records of DTC to the participant account of the Tender Agent. 

Redemptions 

Optional Redemption. 

(1) Whenever the Interest Rate Mode for the 2000 Bonds is the Daily Rate or the Weekly Kate, 
the 2000 Bonds will be subject to redemption at the option of the Issuer, upon the direction of the Company, 
in whole or in part, at a redemption price of 100% of the principal amount thereof, plus interest accrued, if 
any, to the redemption date, on any Business Day. 

(ti) Whenever the Interest Rate Mode for a 2000 Bond is the Flexible Rate, such 2000 Bond will 
be subject to redemption at the option ofthe Issuer, upon the direction of the Company, in whole or in part, 
at a redemption price of 100% of the principal amount thereof on any Interest Payment Date for that 2000 
Bond. 

(iii) Whenever the Interest Rate Mode for the 2000 Bonds is the Dutch Auction Rate, the 2000 
Bonds will be subject to redemption at the option of the Issuer, upon the direction of the Company, in whole 
or in part, on the Business Day immediately succeeding any Auction Date (as defined in APPENDIX B 
attached hereto), at a redemption price of 100% of the principal amount thereof, together with accrued 
interest to the redemption date. 

(iv) Whenever the Interest Rate Mode for the 2000 Bonds is the Semi-Annual Rate, the 2000 
Bonds will be subject to redemption at the option of the issuer, upon the direction of the Company, in whole 
or in part, at a redemption price of 100% of the principal amount thereof on any Interest Payment Date. 

(v) Whenever the Interest Rate Mode for the 2000 Bonds is the Annual Rate, the 2000 Bonds 
will be subject to redemption at the option of the Issuer, upon the direction of the Company, in whole or in 
part, at a redemption price of 100% of the principal amount thereof on the final Interest Payment Date for 
each Annual Rate Period. 

(vi) Whenever the Interest Rate Mode for the 2000 Bonds is the Long Term Rate, the 2000 
Bonds will be subject to redemption at the option of the issuer, upon the direction of the Company, in whole 
or in part, (A) on the final interest Payment Date for the then current Long Term Rate Period at a redemption 
price of 100% of the principal amount thereof and (B) prior to the end of the then current Long Term Rate 
Period at any time during the redemption periods and at the redemption prices set forth below, plus in each 
case interest accrued, if any, to the redemption date: 
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Original 
Length of Current 
Long Term Rate Commencement of Redemption Price as 
Period (Years) Redemption Period Percentage of Principal 

More than or equal to 
11 years 

First Interest Payment Date 
on or after the tenth 
anniversary of 
commencement of Long thereafter 100% 
Term Rate Period 

Less than 11 years Non-callable Nan-callable 

101%, declining by 1% on the next 
succeeding anniversary of the first 
day of the redemption period and 

Subject to certain conditions, including provision of an opinion of Bond Counsel that a change in the 
redemption provisions of the 2000 Bonds will not adversely affect the exclusion from gross income of 
interest on the 2000 Bonds for federal income tax purposes, the redemption periods and redemption prices 
may he revised, effective as of the Conversion Date, the date o f a  change in the Long Term Rate Period or 
a Purchase Date on the final Interest Payment Date during a Long Term Rate Period, to reflect Prevailing 
Market Conditions on such date as determined by the Remarketing Agent in its judgment. 

Extruordinaw Ootionul Redemotion in Whole. ‘The 2000 Bonds may be redeemed by the Issuer in 
whole at any time 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 to prepay the loan if any of the 
following events shall have occurred within 180 days preceding the giving ofwritten notice by the Company 
to the Trustee of such election: 

(i) if in the judgment of the Company, unreasonable burdens or excessive liabilities 
have been imposed upon the Company after the issuance of the 2000 Bonds with respect to the 
Project or the operation thereof, including without limitation federal, state or other ad valorem 
property, income or other taxes not imposed on the date the 2000 Bonds are issued, other than ad 
valorem taxes levied upon privately owned property used for the same general purpose as the 
Project; 

(ii) if the Project or a portion thereof or other property of  the Company in connection 
with which the Project is used has been damaged or destroyed to such an extent so as, in the 
judgment of the Company, to render the Project or such other property of the Company in 
connection with which the Project is used unsatisfactory to the Company for its intended use, and 
such condition continues for a period of six months; 

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

in the event changes, which the Company cannot reasonably control, in the 
economic availability of materials, supplies, labor, equipment or other properties or things necessary 
for the efficient operation of the generating station where any of the related Project is located have 
occurred, in the judgment of the Company, render the continued operation of such generating station 
or any generating unit at such station uneconomical; or changes in circumstanccs after the issuance 
of the 2000 Bonds, including hut not limited to changes in clean air or other air and water pollution 

(iv) 
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control requirements or solid waste disposal requirements, have occurred such that the Company 
determines that use of the Project is no longer required or desirable; 

(v) the Loan Agreement has become void or unenforceable or impossible of 
performance by reason of any changes in the Constitution of the Commonwealth of Kentucky or the 
Constitution of the United States of America or by reason of legislative or administrative action 
(whether state of federal) or any final decree, judgment or order of any court or administrative body, 
whether state or federal; or 

(vi) a final order or decree of any couit or administrative body after the issuance of the 
2000 Bonds requires the Company to cease a substantial part of its operation at the generating station 
where any ofthe related Project is located to such extent that the Company will be prevented from 
carrying on its normal operations at such generating station for a period of six months. 

Exjctraordinarv 0-otional Redemation in Whole or in Part. The 2000 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 option of the Company in an amount not to exceed the net proceeds received from 
insurance or any condemnation award received by the Issuer, the Company or the First Mortgage Trustee 
in the event of damage, destruction or condemnation of all or a portion of the Project, subject to receipt of 
an opinion of Bond Counsel that such redemption will not adversely affect the exclusion of interest on any 
of the 2000 Bonds from gross income for federal income tax purposes. See ' T I E  LOAN AGIEEMENTS -- 
Maintenance; Damage, Destruction and Condemnation". Such redemption may occur at any time, provided 
that if such event occurs while the Interest Rate Mode for the 2000 Bonds is the Daily Rate, Weekly Rate, 
Flexible Rate or Semi-Annual Rate, such redemption must occur on a date on which the 2000 Bonds are 
otherwise subject to optional redemption as described above. 

Mandaton, Redemption:.Delerminafion o f  Taxabilip. The 2000 Bonds are required to be redeemed 
by the Issuer, in whole, or in such part as described below, at a redemption price equal to 100% of the 
principal amount thereof, without redemption premium, plus accrued interest, if any, to the redemption date, 
within 180 days following a "Determination Taxability". As used herein, a "Determination of Taxability" 
means the receipt by the Trustee of written notice from a current or former registered owner of a 2000 Bond 
or from the Company or the Issuer of (ij the issuance of a published or private. ruling 01- a technical advice 
memorandum by the Internal Revenue Service in which the Company participated or has been given the 
opportunity to participate, and which ruling or memorandum the Company, in its discretion, does not contest 
or from which no further right of administrative or judicial review or appeal exists, or (iij a final 
determination from which no further right of appeal exists of any court of competent jurisdiction in the 
United States in a proceeding in which the Company has participated or has been a party, or has been given 
the opportunity to participate or be a party, in each case, to the effect that as a result of a failure by the 
Company to perform or observe any covenant or agreement 01- the inaccuracy of any representation contained 
in the Loan Agreement or any other agreement or certificate delivered in connection with the 2000 Bonds, 
the interest on the 2000 Bonds is included in the gross income of the owners thereof for federal income tax 
purposes, other than with respect to a person who is a "substantial user" or a "related person" of a substantial 
user within the meaning of the Section 147 of Internal Revenue Code of 1986, as amended (the "Code"); 
provided, however, that no such Determination of Taxability shall be considered to exist as a result of the 
Trustee receiving notice from a current or former registered owner of a 2000 Bond or from the Issuer unless 
(i) the Issuer or the registered owner or former registered owner of the 2000 Bond involved in such 
proceeding or action (A) gives the Company and the Trustee prompt notice of the commencement thereof, 
and (B) (if the Company agrees to pay all expenses in connection therewith) offers the Company the 
opportunity to control unconditionally the defense thereof, and (ii) either (A) the Company does not agree 
within 30 days of receipt of such offer to pay such expenses and liabilities and to contTol such defense, or 
(Bj the Company shall exhaust or choc)se not to exhaust all available proceedings for the contest, review, 
appeal or rehearing of such decree, judgment or action which the Company determines to be appropriate. 
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No Determination ofTaxability described above will result from the inclusion of interest on any 2000 Bond 
in the computation of minimum or indirect taxes. All of the 2000 Bonds of an issue are required to be 
redeemed upon a Determination of Taxability as described above unless, in the opinion of Bond Counsel, 
redemption of a portion of such 2000 Bonds would have the result that interest payable on the remaining 
2000 Bonds outstanding of such issue after the redemption would not be so included in any such gross 
income. 

In the event any of the Issuer, the Company or the Trustee has been put on notice or becomes aware 
of the existence or pendency of any inquiry, audit or other proceedings relating to the 2000 Bonds being 
conducted by the Internal Revenue Service, the party so put on notice is required to give immediate written 
notice to the other parties of such matters. Promptly upon learning of the occurrence of a Determination of 
Taxability (whether or not the same is being contested), or any of the events described above, the Company 
is required to give notice thereof to the Trustee and the Issuer. 

If the Internal Revenue Service or a court of competent jurisdiction determines that the interest paid 
or to be paid on any 2000 Bond (except to a "substantial user" of the Project or a "related person" within the 
meaning of Section 147(a) of the Code) is or was includible in the gross income of the recipient for federal 
income tax purposes for reasons other than as a result of a failure by the Company to perform or observe any 
of its covenants, agrcements or representations in the Loan Agreement or any other agreement or certificate 
delivered in connection therewith, the 2000 Bonds are not subject to redemption. In such circumstances, 
Bondholders would continue to hold their 2000 Bonds, receiving principal and interest at the applicable rate 
as and when due, but would be required to include such interest payments in gross income for federal income 
tax purposes. Also, if the lien of the Indenture is discharged or defeased prior to the occurrence of a final 
Determination of Taxability, 2000 Bonds will not be redeemed as described herein. 

Mandatorv Redemotion: Failure to Pav and Discharpe Prior Bonds. The 2000 Bonds are also 
subject to mandatory redemption by the Issuer in whole at a redemption price equal to 100% of the principal 
amount thereof plus accrued interest on or prior to the fifteenth day after the date which is the 90th day after 
the issuance of the 2000 Bonds if, on or prior to such 90th day, the Company has not caused the payment 
and discharge of the related issue of Prior Bonds, in accordance with the indenture or indentures of trust 
under which the related issue of Prior Bonds were issued. 

General Redemotion Terms. Notice of redemption will be given by mailing a redemption notice by 
first class mail to the registered owners of the 2000 Bonds to be redeemed not less than 30 days (IS days if 
the Interest Rate Mode for the 2000 Bonds is the Dutch Auction Rate) but not more than 60 days prior to the 
redemption date. Any notice mailed as provided in the Indenture will be conclusively presumed to have been 
given, irrespective of whether the owner receives the notice. Failure to give any such notice by mailing or 
any defect therein in respect of any 2000 Bond will not affect the validity of any proceedings for the 
redemption of any other 2000 Bond. No further interest will accrue on the principal of any 2000 Bond called 
for redemption after the redemption date if funds sufficient for such redemption have been deposited with 
the Paying Agent as of the redemption date. So long as the 2000 Bonds are held in book-entry-only form, 
all redemption notices will be sent only to Cede & Co. 

Book-Entry-Only System 

Portions of thefollowing information concerning DTC and DTC k book-entry-only system have been 
obtained from DTC. The Issuers, the Companies and the Undenvriler make no representatiorr as to tire 
accuracy of such information. 

Initially, DTC will act as securities depository for the 2000 Bonds and the 2000 Bonds initially will 
be issued solely in book-entry-only form to be held under DTC's book-entry-only system, registered in the 
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When a hook-entry-only system is in effect, the requirement for physical delivery of the 2000 Bonds 
will he deemed satisfied when the ownership rights in the 2000 Bonds are transferred by Direct Participants 
on the records of DTC to the participant account of the Tender Agent. 

Redemptions 

Optional Redemption. 

(i) Whenever the Interest Rate Mode for the 2000 Bonds is the Daily Rate or the Weekly Rate, 
the 2000 Bonds will he subject to redemption at the option of the Issuer, upon the direction of the Company, 
in whole or in part, at a redemption price of 100% of the principal amount thereof, plus interest accrued, if 
any, to the redemption date, on any Business Day. 

(ii) Whenever the Interest Rate Mode for a 2000 Bond is the Flexible Rate, such 2000 Bond will 
he subject to redemption at the option of the Issuer, upon the direction of the Company, in whole or in part, 
at a redemption price of 100% of the principal amount thereof on any Interest Payment Date for that 2000 
Bond. 

(iii) Whenever the Interest Rate Mode for the 2000 Bonds is the Dutch Auction Rate, the 2000 
Bonds will be subject to redemption at the option of the Issuer, upon the direction of the Company, in whole 
or in part, on the Business Day immediately succeeding any Auction Date (as defined in APPENDIX B 
attached hereto), at a redemption price of 100% of the principal amount thereof, together with accrued 
interest to the redemption date. 

(iv) Whenever the Interest Rate Mode for the 2000 Bonds is the Semi-Annual Rate, the 2000 
Bonds will he subject to redemption at the option of the Issuer, upon the direction of the Company, in whole 
or in part, at a redemption price of 100% of the principal amount thereof on any Interest Payment Date. 

(v) Whenever the Interest Rate Mode for the 2000 Bonds is the Annual Rate, the 2000 Bonds 
will he subject to redemption at the option of the Issuer, upon the direction of the Company, in whole or in 
part, at a redemption price of 100% of the principal amount thereof on the final Interest Payment Date for 
each Annual Rate Period. 

(vi) Whenever the Interest Rate Mode'for the 2000 Bonds is the Long Term Rate, the 2000 
Bonds will he subject to redemption at the option of the Issuer, upon the direction of the Company, in whole 
or in part, (A) on the final Interest Payment Date for the then current Long Term Rate Period at a redemption 
price of 100% of the principal amount thereof and (B) prior to the end of the then current Long Term Rate 
Period at any time during the redemption periods and at the redemption prices set forth below, plus in each 
case interest accrued, if any, to the redemption date: 

Original 
Length of Current 
Long Term Rate Commencement of 
Period (Years) Redemption Period 

More than or equal to 
1 I years 

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

Non-callable Less than 1 I years 

Redemption Price as 
Percentage of Principal 

101%, declining by 1% on the next 
succeeding anniversary of the first 
day of the redemption period and 
thereafter 100% 

Nan-callable 



Subject to certain conditions, including provision of an opinion of Bond Counsel that a change in the 
redemption provisions of the 2000 Bonds will not adversely affect the exclusion from gross income of 
interest on the 2000 Bonds for federal income tax purposes, the redemption periods and redemption prices 
may be revised, effective as of the Conversion Date, the date of a change in the Long Term Rate Period or 
a Purchase Date on the final Interest Payment Date during a Long Term Rate Period, to reflect Prevailing 
Market Conditions on such date as determined by the Remarketing Agent in its judgment. 

Extraordinan, Optional Redemption in Whole. The 2000 Bonds may be redeemed by the Issuer in 
whole at any time 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 to prepay the loan if any of the 
following events shall have occurred within 180 days preceding the giving of written notice by the Company 
to the Trustee of such election: 

(i) if in the judgment of the Company, unreasonable burdens or excessive liabilities 
have been imposed upon the Company after the issuance of the 2000 Bonds with respect to the 
Project or the operation thereof, including without limitation federal, state or other ad valorem 
property, income or other taxes not imposed on the date the 2000 Bonds are issued, other than ad 
valorem taxes levied upon privately owned property used for the same general purpose as the 
Project; 

(ii) if the Project or a portion thereof or other property of the Company in connection 
with which the Project is used has been damaged or destroyed to such an extent so as, in the 
judgment of the Company, to render the Project or such other property of the Company in 
connection with which the Project is used unsatisfactory to the Company for its intended use, and 
such condition continues for a period of six months; 

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

in the event changes, which the Company cannot reasonably control, in the 
economic availability of materials, supplies, labor, equipment or other properties or things necessary 
for the efficient operation of the generating station where any of the Project is located have occurred, 
in the judgment of the Company, render the continued operation of such generating station or any 
generating unit at such station uneconomical; or changes in circumstances after the issuance of the 
2000 Bonds, including but not limited to changes in clean air or other air and water pollution control 
requirements or solid waste disposal requirements, have occurred such that the Company determines 
that use of the Project is no longer required or desirable; 

(iv) 

(v) the Loan Agreement has become void or unenforceable or impossible of 
performance by reason of any changes in the Constitution of the Commonwealth of Kentucky or the 
Constitution of the United States of America or by reason of legislative or administrative action 
(whether state of federal) or any final decree, judgment or order of any court or administrative body, 
whether state or federal; or 

(vi) a final order or decree of any court or administrative body after the issuance of the 
2000 Bonds requires the Company to cease a substantial part of its operation at the generating station 
where any of the Project is located to such extent that the Company will be prevented from carrying 
on its normal operations at such generating station for a period o f  six months. 

Ex!raordinarv 0-ptional Redemption in Whole or in Part. The 2000 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 option of the Company in an amount not to exceed the net proceeds received from 
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insurance or any condemnation award received by the Issuer, the Company or the First Mortgage Trustee 
in the event of damage, destruction or condemnation of all or a portion of the Project, subject to receipt of 
an opinion of Bond Counsel that such redemption will not adversely affect the exclusion of interest on any 
of the 2000 Bonds from gross income for federal income tax purposes. See "THE LOAN AGREEMENT -- 
Maintenance; Damage, Destruction and Condemnation." Such redemption may occur at any time, provided 
that if such event occurs while the Interest Rate Mode for the 2000 Bonds is the Daily Rate, Weekly Rate, 
Flexible Rate or Semi-Annual Rate, such redemption must occur on a date on which the 2000 Bonds are 
otherwise subject to optional redemption as described above. 

Mandatorv Redemution: Determination of Taxabilitv. The 2000 Bonds are required to be redeemed 
by the Issuer, in whole, or in such part as described below, at a redemption price equal to 100% of the 
principal amount thereof, without redemption premium, plus accrued interest, if any, to the redemption date, 
within I80 days following a "Determination of Taxability." As used herein, a "Determination of Taxability" 
means the receipt by the Trustee of written notice from a current or former registered owner of a 2000 Bond 
or from the Company or the Issuer of (i) the issuance of a published or private ruling or a technical advice 
memorandum by the Internal Revenue Service in which the Company participated or has been given the 
opportunity to participate, and which ruling or memorandum the Company, in its discretion, does not contest 
or from which no further right of administrative or judicial review or appeal exists, or (ii) a final 
determination from which no further right of appeal exists of any court of competent jurisdiction in the 
United States in a proceeding in which the Company has participated or has been a party, or has been given 
the opportunity to participate or be a party, in each case, to the effect that as a result of a failure by the 
Company to perform or observe any covenant or agreement or the inaccuracy of any representation contained 
in the Loan Agreement or any other agreement or certificate delivered in connection with the 2000 Bonds, 
the interest on the 2000 Bonds is included in the gross income of the owners thereof for federal income tax 
purposes, other than with respect to a person who is a "substantial user" or a "related person" of a substantial 
user within the meaning of the Section 147 of Internal Revenue Code of 1986, as amended (the "Code"); 
provided, however, that no such Determination of Taxability shall be considered to exist as a result of the 
Trustee receiving notice from a current or former registered owner of a 2000 Bond or from the Issuer unless 
(i) the Issuer or the registered owner or former registered owner of the 2000 Bond involved in such 
proceeding or action (A) gives the Company and the Trustee prompt notice of the commencement thereof, 
and (B) (if the Company agrees to pay all expenses in connection therewith) offers the Company the 
opportunity to control unconditionally the defense thereof, and (ii) either (A) the Company does not agree 
within 30 days of receipt of such offer to pay such expenses and liabilities and to control such defense, or 
(B) the Company shall exhaust or choose not to exhaust all available proceedings for the contest, review, 
appeal or rehearing of such decree, judgment or action which the Company determines to be appropriate. 
No Determination of Taxability described above will result from the inclusion of interest on any 2000 Bond 
in the computation of  minimum or indirect taxes. All of the 2000 Bonds of an issue are required to be 
redeemed upon a Determination of Taxability as described above unless, in the opinion of Bond Counsel, 
redemption of  a portion of such 2000 Bonds would have the result that interest payable on the remaining 
2000 Bonds outstanding of such issue after the redemption would not be so included in any such gross 
income. 

In the event any of the Issuer, the Company or the Trustee has been put on notice or becomes aware 
of the existence or pendency of any inquiry, audit or other proceedings relating to the 2000 Bonds being 
conducted by the Internal Revenue Service, the party so put on notice is required to give immediate written 
notice to the other parties of such matters. Promptly upon learning of the occurrence of a Determination of 
Taxability (whether or not the same is being contested), or any oftlie events described above, the Company 
is required to give notice thereof to the Trustee and the Issuer. 

If the lnternal Revenue Sewice or a court of competent jurisdiction determines that the interest paid 
or to be paid on any 2000 Bond (except to a "substantial user" of the Project or a "related person" within the 
meaning of Section 147(a) of the Code) is or was includible in the gross income of the recipient for federal 
income tax purposes for reasons other than as a result of a failure by the Company to perfonn or observe any 
of its covenants, agreements or representations in the Loan Agreement or any other agreemellt or certificate 



delivered in connection therewith, the 2000 Bonds are not subject to redemption. In such circumstances, 
Bondholders would continue to hold their 2000 Bonds, receiving principal and interest at the applicable rate 
as and when due, but would be required to include such interest payments in gross income for federal income 
tax purposes. Also, if the lien of the Indenture is discharged or defedsed prior to the occurrence of a final 
Determination ofTaxability, 2000 Bonds will not be redeemed as described herein. 

Mandatorv Redemotion: Failure to Pav and Discharge Prior Bonds. The 2000 Bonds are also 
subject to mandatory redemption by the Issuer in whole at a redemption price equal to 100% of the principal 
amount thereof plus accrued interest on or prior to the fifteenth day after the date which is the 90th day after 
the issuance of the 2000 Bonds if, on or prior to such 90th day, the Company has not caused the payment 
and discharge of the Prior Bonds, in accordance with the indenture or indentures of trust under which the 
Prior Bonds were issued. 

General Redemption Terms. Notice of redemption will be given by mailing a redemption notice by 
first class mail to the registered owners of the 2000 Bonds to be redeemed not less than 30 days (18 days if 
the Interest Rate Mode for the 2000 Bonds is the Dutch Auction Rate) but not more than 45 days prior to the 
redemption date. Any notice mailed as provided in the Indenture will be conclusively presumed to have been 
given, irrespective of whether the owner receives the notice. Failure to give any such notice by mailing or 
any defect therein in respect of any 2000 Bond will not affect the validity of any proceedings for the 
redemption of any other 2000 Bond. No further interest will accrue on the principal of any 2000 Bond called 
for redemption after the redemption date if funds sufficient for such redemption have been deposited with 
the Paying Agent as of the redemption date. So long as the 2000 Bonds are held in book-entry-only fonn, 
all redemption notices will be sent only to Cede & Co. While the 2000 Bonds bear interest at a Dutch 
Auction Rate, any redemption of less than all of the outstanding 2000 Bonds will be made first from the 2000 
Bond in the principal amount of $38,000 to be held by J.P. Morgan & Co. Incorporated, as Broker-Dealer. 

Book-Entry-Only System 

Portions of the following information concerning DTC and DTC 's book-entry-only system have been 
obtained from DTC. The Issuer, the Company and the Underwriters make no representalion as to the 
accuracy of such information. 

Initially, DTC will act as securities depository for the 2000 Bonds and the 2000 Bonds initially will 
be issued solely in book-entry-only form to be held under DTC's book-entry-only system, registered in the 
name of Cede & Co. (DTC's partnership nominee). One fully registered bond in the aggregate principal 
amount of the 2000 Bonds will be deposited with DTC. 

DTC is a limited-purpose h u t  company organized under the New York Banking Law, a "banking 
organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System, 
a "clearing corporation" within the meaning of the New York Uniform Commercial Code, and a "clearing 
agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934 (the 
"Exchange Act"). DTC holds securities that its participants ("Participants") deposit with DTC. DTC also 
facilitates the settlement among Participants of securities transactions, such as transfers and pledges, in 
deposited securities through electronic computerized book-entry changes in Participants' accounts, thereby 
eliminating the need for physical movement of securities certificates. "Direct Participants" include securities 
brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is 
owned by a number of its Direct Participants and by the New York Stock Exchange, Inc., the American 
Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. Access to the DTC system 
is also available to others such as securities brokers and dealers, banks, and trust companies that clear 
through or maintain a custodial relationship with a Direct Paiticipant, either directly or indirectly ("Indirect 
Participants"). The rules applicable to DTC and its Participants are on file with the Securities and Exchange 
Commission. So long as the 2000 Bonds are maintained in book-entry form with DTC, the following 
procedures will be applicable with respect to the 2000 Bonds. 
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NEW ISSUE - BOOK-ENTRY-0NI.Y 

$ 1 0 , 1 0 4 , 0 0 0  
COUNTY OF JEFFERSON, KENTUCKY 

E W I R  O NME NTAL FA CILITIES REVENUE B 0 NDS, 
2 0 0 1  SERIES A (LOUISVILLE GAS AND 

ELECTRIC COMPANY PROJECT) 
Dnled: Dale of Origirial Issuarrce Fir31 Auction Dam: Seplnrnbet. 17, 2001 
Due: September 1 ,  2027 Firs1 lniarcsl Payment Dace: Scpiernbar 18, 2001 
The Environnwrrtal Facililies Reurrrue Uorrds,  2001 Series A (Louisville C a s  and Electric Cornpar~y Projecl) (llw “2001 Bmcds’? 
issued by thc Counry ofJefl’rson, l(trr~1ncliy (rho ‘ ‘ Issr~er’y mill /,a special arid limited obligaliom of lhc Issrrsr, payable solclyfrorn 

securGd by paymenls Io be received b y  lhe  Issuer prrrsannr lo ( I  Loart Agreenioit wirb 

LOIJISVILLE GAS AND ELECTRIC COMPANY 
(eke “Contpor~y’7, ercspl as payabls,from proceeds of rhc 2001 Bonrls or irn.os1mcn.l earnings lhereon. The 2001 Rotrds will no( 
corurirute ger~eral ohl ip l ions  of ihu Isriacr or a clrarge qainsl  llrc ge~tcral credit or rarirzgpotoem thereof or of the Comn~or~tuealrh 
of Kentucky or any ollrer political sobdivision of Kcrrrucky. 
Until the Release Date (generally. the earlier o f t h e  date upon which the Bond Insrrrer coments to the release of first mortgage 
bond collateral o f  the Company or the date that all o f  the prior first mortgage bonds of the Company (other than the Fimt 
Mortgage Bonds securing the 2001 Bonds and the First Mortgage Bonds, Pollrrtion Control Series Y and 2) have been retired), 
principal of, and interest on. t.he 2002 Bonds  will be further secured by the delivery to the Trustee o f  First Mortgage Bonds o f  
the Company. 
See “ 1 I f E  2001 BONDS-Security; Release Date” arid “1‘1113 FIRST  MORTGAGE BONDS” for a description of the 
circunistances in which the First Mortgage Bonds will be released. On rbe I<alcare Dare, l lw 2001 Uorrds will c u n ~ e  to be sccrrred 
b y  Ficrc Morrgage Bow& and mill be reermred solcly by paymeras io bc nmde by 11w Company (under l l~r  Lonrr Agrcenrent, wltieh mill 
bncorrte an ur~~ecured general obli4~nlior~ of the Company, arid will rank on n pnrily willr ochcr urtrccurcd inrlcbledrmsr of the 

Payment of the principal o f a n d  interest on the 2001 Bomls when due will be insured by a financialgiiaranty insurance policy to 
be issued hy Anibac Assurancc Corporation simult.sneously with the delivrry of the 2001 Bonds. 

Conlpnrzy. 

Ambac 
The 2001 Bonds will accrize interest from the date  o f  original issrrarice and will initially bear interest at a Dutch Aiiction Rate 
determinedpirrsuant to  the Dutch Auction Procediires (Iescribed in APPENDIXB hereto. The 2001 Bonds will continue to beer 
interest at the Dutch A~ict ion Xste r,ntil their Conversion lo a different Interest Rate Mode or until matrrity. Prospective 
purchasers o f  the 2001 Bonds ,sliorrld cnrefrrlly review the Dutch A ~ t i o n  l’rocedrms and should imte that such procedures 
provide that (i) a Bid or Sell Order constitutes a commitment to pirrc11a.se or sell 2001 Bonds based upon the results of a n  
Auction, (ii) Aactions will be condoctcd throrzgh telephone commiinications and (iii) settlement for purchases and sales will be 
made on the Brrsiness Day following an Aliction Beneficial interests in 2001 Ronds bearing interest at a Dutch Auction Rate 
may be transferred only pursrzant to a Bid or Sell Order placed in an Amtion or tu or through a Broker-Dealer. 
The 2001 Bonds, when i ued, will be registered in the name of Ceda & Co., as registered owner and nominee for The Depository 
Trust Company C‘DTC 1 New York, New York. D T C  will act as securities depositor).. Purchases o f  beneficial ownership 
interests in the 2001 Bonds bearing interest at the Dutch Allelion Rate will be made i n  book-entry only form in denominations o f  
$1,00Oand integral multiples lliereof. Purchasers will not receive certificates representing their beneficialinterest in the 2001 
Bonds. See the information contained under the caption “Tl€E 2001 BONDS - Book-Entry-Only System” herein. The 
principal o f ,  premium, i f any ,  and interest on tlie 2001 Bonds will be paid by B N Y  Trust Company o f  Missouri. as Trrrstee, to 
Cede & Co., as nominee o f  DTC, as long as Cede & Co. is the registered owner of the 2002 Bonds. Disbursement o f  sucb 
payments to  the DTC Participants is the responsibility o f  DTC, and disbrrr.sement of such payments to the purchasers of 
beneficial ownership interests is  the responsibility o f  D2‘C Participants and Indircct Parliciparrls, as more fully described 
herein. 

PRICE: 200% 

Subject to  tlie conditions and exceptions sel forth under the caption “TAX TREATMZNT,” Bond Counsel is  of tlie opinion 
that, under current law, iriterest on the 2001 Bonds offered hereby will be excludable from the gross income o f  the recipients 
thereof for federal inconre tzx purposes, e.~c~;pt that no opinion will be expressed regarding such exclusion frorn gross income 
with respect to any 2001 Bond diiring any [Jeriod in which it is held by a “substantial user” or a “related person” as such terms 
are used in Section 147 ja )  ofthe Interrial Rcverrw Code o f  1986, ,a ninerided (the “Code“). Interest on the 2001 Bonds will be 
an item o f  tax preference in determining alternative mininirrm taxable income for indiaidoals and corporatioris rrirder the Code. 
Such interest may be subject. to cerlnin federal incooie taxes imposed on certain corporations, inclrrdiilg imposition ofthe branch 
profits tar on a portiori o f  sidz interest. Bond Counsel is further of the opinion that interest on the 2001 Bonds will be 
excliidable from the gross incornc o f  the recipients thereof for Kentrrcky income fax  piirposes arid that, under current law, 
principalofthe 2001 Bond.$ will be c,wmpt from ad valorem taxes in Kentucky. Issrrnnce oftlie 2001 Bonds is siihjcct to receipt 
of a favorable tax opinion of Bond Corrrisel as  o f  the date  o f  delivery o f t h e  2001 Bonds. See “TAX TREATMENT” herein. 
The 2001 Bonds are offered when, as and if issriecl and received by tlie Undenvriter. subject to  prior sale, ivithdraival or 
modification of the offer  without riotice, a n d  to  <.ha approval of legality by Harper, P N ~ U S O I I  & Davis, Lorrisville, Kentucky, as 
Bond Counsel and upon satisfactiori of certairi conditions. Certain legal matters will be passed upon for the Company by its 
counsel, Jones, Dzy, Reavis & Pogoe, Chicago, Illinois arid John R .  McCall, Esq., Executive Vice President, General Counsel 
and Corporate Secretary o f  tlie Company. for the Issuer by its County Attorney, arid for tlie Underwriter by its counsel, 
Winston & Strawn, Chicago, Illinois. It is  expected fhzt  tlie 2001 Bonds will be available for deliwry to DTC in New York, New 
York 011 or about September 1 1 .  2001. 

MORGAN STANLEY 
September 4, 2001 



maintain such financing arrangements which may be discontinued at any time without notice. The First 
Mortgage Bonds and the Bond Insurance Policy are not intended to provide a direct source of liquidity to 
pay the purchase price of 2001 Bonds tendered for purchase pursuant to the Indenture. 

Any deficiency in purchase price payments resulting from the Remarketing Agent's failure to 
deliver remarketing proceeds of all 2001 Bonds with respect to which the Remarketing Agent notified the 
Tender Agent were remarketed will not result in an Event of Default under the Indenture until the opening 
of business on the next succeeding Business Day unless the Company fails to provide sufficient funds to 
pay such purchase price by the opening of business on such next succeeding Business Day. If sufficient 
funds are not available for the purchase of all tendered 2001 Bonds, no purchase of 2001 Bonds will be 
consummated, but failure to consummate such purchase will not be deemed to be an Event of Default 
under the Indenture if sufficient funds have been provided in a timely manner by the Company to the 
Tender Agent for such purpose. 

Payment o f  Purchase Price 

When a book-entry-only system is not i n  effect, payment of the purchase price of any 2001 Bond 
will be payable (and delivery of a replacement 2001 Bond in exchange for the portion of any 2001 Bond 
not purchased if such 2001 Bond is purchased in part will be made) on the Purchase Date upon delivery 
of such 2001 Bond to the Tender Agent on such Purchase Date; provided that such 2001 Bond must be 
delivered to the Tender Agent: (i) at or prior to 12:OO noon (New York City time), in the case of 2001 
Bonds delivered for purchase during a Weekly Rate Period or Flexible Rate Period, (ii) at or prior to 1:OO 
p.m. (New York City time), in the case of 2001 Bonds delivered for purchase during a Daily Rate Period 
or (iii) at or prior to 11:OO a.m. (New York City time), in the case of 2001 Bands delivered for purchase 
during a Semi-Annual Rate Period, Annual Rate Period or Long Term Rate Period. If the date of such 
purchase i s  not a Business Day, the purchase pnce will be payable on the next succeeding Business Day. 

Any 200 I Bond delivered for payment of the purchase price must be accompanied by an 
instrument of transfer thereof in form satisfiictov to the Tender Agent executed in blank by the registered 
owner thereof and with all signatures guaranteed. The Tender Agent may refuse to accept delivery of any 
2001 Bond for which an instrument of transfer satisfactory to it has not been provided and has no 
obligation to pay the purchase price of such 2001 Bond until a satisfactory instrument is delivered. 

If the registered owner of any 2001 Bond (or portion thereof) that i s  subject to purchase pursuant 
to the Indenture fails to deliver such 2001 Bond with an appropriate instrument of transfer to the Tender 
Agent for purchase on the Purchase Date, and if the Tender Agent is in receipt o f  the purchase price 
therefor, such 2001 Bond (or portion there00 nevertheless will be deemed purchased an the Purchase 
Date thereof. Any owner who so fails to deliver such 2001 Bond for purchase on (or before) the Purchase 
Date will have no further rights thereunder, except the right to receive the purchase pnce thereof from 
those moneys deposited with the Tender Agent in the Purchase Fund pursuant to the Indenture upon 
presentation and surrender of such 2001 Bond to the Tender Agent properly endorsed for ttansfer in blank 
with all signatures guaranteed. 

When a book-entry-only system is in effect, the requirement for physical delivery of the 2001 
Bonds will be deemed satisfied when the ownership rights in the 2001 Bonds are transferred by Direct 
Participants on the records of DTC to the participant account ofthc Tender Agent. 

Redemptions 

Ontional Redemution 

(i) Whenever the Interest Rate Mode for the 2001 Bonds is the Daily Rate or the Weekly 
Rate, the 2001 Bonds will be subject to redemption at the option of the Issuer, upon the direction of the 
Company, in whole or in part, at a redemption pnce of 100% or the principal amount thereof, plus interest 
accrued, i f  any, to the redemption date, on any Business Day. 
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(ii) Whenever the Interest Rate Mode for a 2001 Bond is the Flexible Rate, such 2001 Bond 
will be subject to redemption at the option of the Issuer, upon the direction of the Company, in whole or 
in part, at a redemption price of 100% of the principal amount thereof on any Interest Payment Date for 
that 2001 Bond. 

(iii) Whenever the Interest Rate Mode for the 2001 Bonds is the Dutch Auction Rate, the 
2001 Bonds will be subject to redemption at the option of the Issuer, upon the direction of the Company, 
in whole or in part, on the Business Day immediately succeeding any Auction Date (as defined in 
APPENDIX B attached hereto), at a redemption price of 100% of the principal amount thereof, together 
with accrued interest to the redemption date. 

(iv) Whenever the Interest Rate Mode for the 2001 Bonds is the Semi-Annual Rate, the 2001 
Bonds will be subject to redemption at the option of the Issuer, upon the direction of the Company, in 
whole or in part, at a redemption price of 100% of the principal amount thereof on any Interest Payment 
Date. 

(v) Whenever the Interest Rate Mode for the 2001 Bonds is the Annual Rate, the 2001 Bonds 
will be subject to redemption at the option of the Issuer, upon the direction of the Company, in whole or 
in part, at a redemption price of 100% of the principal amount thereof on the final Interest Payment Date 
for each Annual Rate Period. 

(vi) Whenever the Interest Rate Mode for the 2001 Bonds is the Long Tenn Rate, the 2001 
Bonds will be subject to redemption at the option of the Issuer, upon the direction of the Company, in 
whole or in part, (A) on the final Interest Payment Date for the then current Long Term Rate Period at a 
redemption price of 100% of the principal amount thereof and (B) prior to the end of the then current 
Long Term Rate Period at any time during the redemption periods and at the redemption prices set forth 
below, plus in each case interest accrued, if any, to the redemption date: 

Original 
Length of Current 
Long Term Rate Commenceinen t of Redemption Price as 
Period (Years) Redemption Period Percentage of Principal 

More than or equal to 
11 years 

First Interest Payment Date 
on or after the tenth 
anniversary of 
commencement of Long thereafter 100% 
Term Rate Period 

Less than 1 I years Non-callable Non-callable 

101%, declining by 1% on the next 
succeeding anniversary of the first 
day of the redemption period and 

Subject to certain conditions, including provision ofan opinion of Bond Counsel that a change in the 
redemption provisions ofthe 2001 Bonds will not adve.rse1y affect the exclusion from gross income of 
interest on the 2001 Bonds for federal income tax puqioses, the redemption periods and redemption prices 
may be revised, effective as of the Conversion Date, the date of a change in the Long Term Rate Period or 
a Purchase Date on the final Interest Payment Date during a Long Term Rate Period, to reflect Prevailing 
Market Conditions on such date as determined by the Remarketing Agent in its judgment. 

ExtraordiPrary Uutionaf Redemotion in Whole. The 200 I Bonds may be redeemed by the Issuer 
in whole at any time 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 to prepay the loan if any of the 
following events shall have occurred within 180 days preceding the giving of written notice by the 
Company to the Trustee of such election 

(i) if in  the judgment of the Company, unreasotkble burdens or excessive liabilities 
have been imposed upon the Company after the issuance of the 2001 Bonds with respect to the 



Project or the operation thereof, including without limitation federal, state or other ad valorem 
property, income or other taxes not imposed oil the date the 2001 Bonds are issued, other than ad 
valorem taxes levied upon privately owned property used for the same general purpose as the 
Project; 

(ii) if the Project or a portion thereof or other property of the Company in connection 
with which the Project is used has been damaged or destroyed to such an extent so as, in the 
judgment ofthe Company, to render the Project or such other property of the Company in 
connection with which the Project is used unsatisfactory to the Company for its intended use, and 
such condition continues for a period of six months; 

(iii) there has occurred condemnation ofall or substantially all of the Project or the 
taking by eminent domain of such use or control of the Project or other property of the Company 
in connection with which the Project is used so as, in the judgment of the Company, to render the 
Project or such other property of the Company unsatisfactory to the Company for its intended 
use; 

(iv) in the event changes, which the Company cannot reasonably control, in the 
economic availability of materials, supplies, labor, equipment or other properties or things 
necessary for the efficient operation of the Generating Station where any of the Project is located 
have occurred, which, in the judgment of the Company, render the continued operation of such 
Generating Station or any generating unit at such station uneconomical; or changes in 
circumstances after the issuance of the 2001 Bonds, including but not limited to changes in clean 
air or other air and water pollution control requirements or solid waste disposal requirements, 
have occurred such that the Company determines that use of the Project is no longer required or 
desirable; 

(v) the Loan Agreement has become void or unenforceable or impossible of 
performance by reason of any changes in the Constitution of the Commonwealth of Kentucky or 
the Constitution of the United States of America or by reason of legislative or administrative 
action (whether state of federal) or any final decree, judgment or order of any court or 
administrative body, whether state or federal; or 

(vi) a final order or decree of any court or administrative body after the issuance of 
the 2001 Bonds requires the Company to cease a substantial part of its operation at the Generating 
Station where any of the Project is located to such extent that the Company will be prevented 
from carrying on its normal operations at such Generating Station for a period of six months. 

Extraordinan, Optional Redemption in Whole or in Parl. The 2001 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 option of the Company in an amount not to exceed the net proceeds received from 
insurance or any condemnation award received by the Issuer, the Company or the First Mortgagc Trustee 
in the event of damage, destruction or Condemnation of all or a portion of the Project, subject to receipt of 
an opinion of Bond Counsel that such redemption will not adversely affect the exclusion of interest on 
any of the 2001 Bonds from gross income for federal income tax purposes. See "THE LOAN 
AGREEMENT - Maintenance; Damage, Destruction and Condemnation." Such redemption may occur 
at any time, provided that if such event occurs while the Interest Rate Mode for the 2001 Bonds is the 
Daily Rate, Weekly Rate, Flexible Rate or Semi-Annual Rate, such redemption must occur on a date on 
which the 2001 Bonds are otherwise subject to optional redemption as described above. 

I ! 

, ,  
, 

Mandalorv Redemption: Determination of  Taxabililv. The 200 1 Bonds are required to be 
redeemed by the Issuer, in whole, or in such part as described below, at a redemption price equal to 100% 
of the principal amount thereof, without redemption premium, plus accrued interest, i f  any, to the 
redemption date, within 180 days following a "Determination of Taxability." As used herein, a 
"Determination of Taxability'' means the receipt by the Trustee of written notice from a current or former 
registered owner of a 2001 Bond or from the Company or the Issuer of (i) the issuance of a published or 
private ruling or a technical advice memorandum by the Internal Revenue Service i n  which the Company 



participated or has been given the opporhmity to participate, and which ruling or memorandilm the 
Company, in its discretion, does not contest or from which no further right of administrative or judicial 
review or appeal exists, or (ii) a final determination from which no further right of appeal exists of any 
court of competent jurisdiction in the United States in a proceeding in which the Company has 
participated or has been a party, or has been given the opportunity to participate or be a party, in each 
case, to the effect that as a result of a failure by the Company to perform or observe any covenant or 
agreement or the inaccuracy of any representation contained in the Loan Agreement or any other 
agreement or certificate delivered in connection with the 2001 Bonds, the interest on the 2001 Bonds is 
included in the gross income of the owneis thereof for federal income tax purposes, other than with 
respect to a person who is a "substantial user" or a "related person" of a substantial user within the 
meaning of the Section 147 of Internal Revenue Code of 1986, as amended (the "Code"); provided, 
however, that no such Determination ofTaxahility shall be considered to exist as a result of the Trustee 
receiving notice from a current or former registered owner of a 2001 Bond or from the Issuer unless 
(i) the Issuer or the registered owner or former registered owner of the 2001 Bond involved in such 
proceeding or action (A) gives the Company and the Trustee prompt notice of the commencement thereof, 
and (B) (if the Company agrees to pay all expenses in connection therewith) offers the Company the 
opportunity to control unconditionally the defense thereof, and (ii) either (A) the Company does not agree 
within 30 days of receipt of such offer to pay such expenses and liabilities and to control such defense, or 
(B) the Company shall exhaust or choose not to exhaust all available proceedings for the contest, review, 
appeal or rehearing of such decree, judgment or action which the Company determines to be appropriate. 
No Determination of Taxability described above will result from the inclusion of interest on any 2001 
Bond in the computation of minimum or indirect taxes. All of the 200 I Bonds are required to he 
redeemed upon a Determination of Taxability as described above unless, in the opinion of Bond Counsel, 
redemption of a portion of such 2001 Bonds would have the result that interest payable on the remaining 
2001 Bonds outstanding after the redemption would not be so included in any such gross income. 

In the event any of the Issuer, the Company or the Trustee has been put on notice or becomes 
aware of the existence or pendency of any inquiry, audit or other proceedings relating to the 2001 Bonds 
being conducted by the Internal Revenue Service, the party so put on notice is required to give immediate 
written notice to the other parties of such matters. Promptly upon learning of the occurrence of a 
Determination of Taxability (whether or not the same is being contested), or any of the events described 
above, the Company is required to give notice thereof to the Trustee and the Issuer. 

If the Internal Revenue Service or a court of competent jurisdiction determines that the interest 
paid or to he paid on any 2001 Bond (except to a "substantial user" of the Project or a "related person" 
within the meaning of Section 147(a) of the Code) is or was includable in the gross income of the 
recipient for federal income tax purposes for reasons other than as a result of a failure by the Company to 
perform or observe any of its covenants, agreements or representations in the Loan Agreement or any 
other agreement or certificate delivered in connection therewith, the 2001 Bonds are not subject to 
redemption. In such circumstances, Bondholders would continue to hold their 200 1 Bonds, receiving 
principal and interest at the applicable rate as and when due, but would be required to include such 
interest payments in gross income for federal income tax purposes. Also, if the lien of the Indenture is 
discharged or defeased prior to the occurrence of a final Determination of Taxability, 2001 Bonds will not 
be redeemed as described herein. 

General Redemntion Terms. Notice of redemption will he given by mailing a redemption notice 
by first class mail to the registered owners of the 2001 Bonds to be redeemed not less than 30 days (15 
days ifthe Interest Rate Mode for the 2001 Bonds is the Dutch Auction Rate, Flexible Rate, Daily Rate or 

the Indenture will he conclusively presumed to have been given, irrespective of whether the owner 
receives the notice. Failure to give any such notice by mailing or any defect therein in respect of any 
2001 Bond will not affect the validity of any proceedings for the redemption of any other 2001 Bond. No 
further interest will accrue on the principal of any 2001 Bond called for redemption after the redemption 
date if funds sufficient for such redemption have been deposited with the Paying Agent as of the 
redemption date. So long as the 2001 Bonds are held in book-enhy-only fomi, all redemption notices will 
be sent only to Cede & Co. 

Weekly Rate) hut not more than 45 days prior to the redemption date. Any notice mailed as provided in I 

i 
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NEW ISSUE-BWK-ENTRY-ONIY 

$4 1,665,000 
COUNTY OF TRIMBLE, KENTUCKY 

POLLUTION CONTROL REVENUE BONDS, 
2002 SERIES A, DUE OCTOBER 1, 2032 

(LOUISVILLE GAS AND ELECTRIC 
COMPANY PROJECT) 

DATED: Date of Original Issuance 

The Pollution Control Revenue Bonds, 2002 Series A (Louisville Cas atid Eleetric Company Project) (the "Bonds") will be special and 
limited obligations of Trimhlc County, Kentucky (the "Issuer"). payable by the Issuer solely from and secured by payments to be 
receive3 by the Issuer pursuant to a Loan Agrecment willl 

LOUISVILLE GAS AND ELECTRIC COMPANY 
(the "Company"), except as payable irom proceeds of such Bonds or investment earnings thereon. 'The Bonds will not constitute general 
obligations of the Issuer or a chaigc against tlm general credit or taxing powers thereof or of the Commonwealtli oi Kentucky or any other 
political subdivision of Kentucky. 

Unci1 rbe Kelenri Dare igcoerslly, rhc drre upon which rhc. Bond l n s i r ~ i  m n s ~ n i i  10 rhc rclrire offirit T ~ X V C ~ ~ ~ C  bond collmecd of die Coinpnny N reruiiry fox 
rhc Bonds, provided t h r  is) no evcm shall h a c  dare he I m r  thm die dnre char all of d i e  piior firit  rnorignge bonds of clic Company (other rliaii t h e  First 
Morrgnge Bond) reiuiiog t h e  Bonds and the First Morrgvge Bonds, Pollurioo Control Sericr U. Z, AA, BE,  CC. DD and Es) Ihaue been mired),  principal 06 and 
intcn5rc on. die Bonds wili be iimher secured by d i e  delivery 10 rhe Trustee of F i w  Mortgage Bonds of the Company. See "SUMMARY OF THE BONDS- 
Security; Releasr Dare; Limirarioo on l.ienr" and "SUMMARY OF ' W E  FIRST MORTGAGE BONDS" for 1 description ofriie ~iiciimrrancer in wliich ihc Wra 
Mortgage Bonds will be reieased. On the Release Date, the Bonds will cease to be sceured by First Mortgage Bonds atid will be secured solely by 
payments to bc made by the Company under the Loan Agreemcnl, which will hccome unsecured general obligations or the Company, and wi l l  
rank OD a parity wltli other unsecured indebtedness oftbc Company. From and aftcr the Release Date, the Company will covenant not to incur, 
assume or guarantee any secured indebledness other than as permitted it! the Loan Agrecment. See "SUMMARY O F  THE BONDS- 
Security; Release Dale: Limi?dtiOn on Liens.'' 

Pnymenr of the principii of and iiiiereet on rile Bonds wben due will bc m u d  by il finamcia1 gonianry insurmcc policy to be irrucd by Ambac Ariuraiice 
Corporarion riinuirnneously with t h e  dclivery of the Bonds. 

Ambac 
The Bonds will accrue inceresc fioln che dare of original i i i u ~ o c c  i n d  will iniiirllr bear inrerest ilt L Durch Aucrioo Rare dererniinid pursuant 10 the Durcb 
Auction Pmedurer described in APPENDiX B ihereto. The B o d r  will continue co bear inicrcsc the Durcli A ~ i ~ t i d n  Rirc until ihci i  Conversion to i) diffcirni 
h e r e s (  Rate Mode or unci1 iniliuriiy. Wide t h e  Bonds bear intereii IC cI?e Duri-1, Aiicrion Rare, tlic Bonds will not be rubjccr IO purchase on demand oftbe 
Ownecs ritereof. Prospective puichnrerr of die Bonds diouid cacefuiiy ieview rbe Durcli Auciion Proceduier nod should ooie that  iuch procedures provide tilai 
(i) 1 sid or Sell Order ~ o n ~ ~ i t u i e i  il ~ o m r n i t ~ n c n t  co purchase or d l  Bonds based upon the ~ U I P I  of an Auction, (ti) Auctions wil l  be rondurred riiiougii 
telephone ~omrn i i n i~~ t i ons  and ( i i i )  ic~tleincot for p u ~ c h ~ $ c s  nnd I ~ C I  wiil be inndc on the Bviinerr Day following m Aucrioo Bcneficixl inleieits in Bonds 
besting interest nr a Durch Auciion Rare miy  be rrnnrfeiied only puriumi 10 a Bid or Sell Order piaced in 10 Auctioii or cv or rhrougb a Broker-Denier. 

The Bonds, when irrued, wil l  be re~i r re ied  in the mime ofcede & Co., 8s icgirrercd owyncr and nominee for 'Tlic Depository liim Cornpiny C'DTC'), N e w  
Yoik, New Yoik. DTC will a([ 8% i e ~ u r i i i e i  deporirory. Puicli~er of beneficial ownwslii~i in ie rcm in die B o d  bearing iniereic n i  i l i c  Dutch Aucrioo Rare will 
be made in book-enivy only form in deoominarionr of$l,OOO and iiiiegirl rnulriplei rheicof. Purchasers will no< receivc ccrrifirarer iepiercntiog iheii beneficid 
incere~c in the Bonds. See t he  infoininiion canraiiied under ibecrpiion "SUMMAAYOF THE BONDS - Book-Enrry-Only Syrrem" hciiin. The principal of, 
picmiurn, if any, and inccieri on i i i e  Bonds will be piid by Dcurrche Qnnk Trust Compmy Ameriiis, as Tiusrec, to Ccde & Go., N long N t c d i  R Go. is rhc 
regirrried owner of rhe Qondr. Disbuisemenr ofsuch piy~menri  IO die DTC I'airicipnorr is h c  icipooribiiiry of DTC. and dirbuiriinenr of ~ u c h  paymenrr to die 
puichircir of beneficial ownciship inieieitr is the  i cspmsih i l i ry  o( DTCr V i i e i r  and Indirect Pnrricipanrs, N mare fully described lierein, 

I'RiCE. l00% 

Subjerc IO t h e  conditions ind exceprionr iec forth undei the  apti ion "TAX ~TKEhlhlENI:" Bond Covorel is of the opinion ih i i .  trndei currenr hw,  incercil on 
dic Bonds oifeicd l ie icby wiil be cxcludnble from the  gross incwme of the  rec11,ienii thereof for frdeisl in~omc t u  p u r i p s s .  exccpr ihar no opinion will bc 
cxpierred regarding sucb exclusion from gross inconic wick rcsixcz to a n y  Bond during m y  period in  wybicl~ it b lheld by 1 "rubrtanriai use/ or x "ielnred jperron" 
ofrhe Projerr ns such terms i re  u r d  in Scrrion i47(a)  of the lni~rnnl Revenue Code of 1986. a i  amended (rhe "Code"). I ~ ~ C I C S I  uii i h c  Bondr will be an iktm of 
fax prefeiencv in deieirnining a l ~ c m n i i ~ e  minimum taxable iocome for irididunls m d  corpumioni undei t h e  Codc. Such in(crcii mry be rubici-r $0 iertain 
fcdeial income iaxc imposed on certain corpoiarioor. including impoiirion of die  hi ic ic l i  profiir i l l  oti a portion oiruch inremi .  Bond Coonsci i s  further of the 
opinion thai  intereri on t he  Bonds will be exrliidnble from c l w  p r r  inconic of $he reiipienrr thereoffor Kenrucky i n ~ o r i i e  c u  purposes and that, undei ~ u i r e n i  
inw, t h e  principii of die Dondr wiil be ercmpt fmn nd vaioieni rrxer in Kciirurky I i ruin~e <of the LIondr is  rubiecr to receipt of a favorable IUL opinionof Bond 
Counsel as of the dare of dclivery of die Bonds. See "'SAX TREAFrMENT' iieiein 

The Bonds are offered when. its m d  if irrued and ieceiwd by thc Uiidcra.iirer. rubieci io prior sale, wirhdrrwni or rnodilhiioo of die offcr without 
noricc, sod to ihc  approval of legnli iy by ilaiper, Fetguioo R Davis, a division of Ogden Newel1 & Wclch PLLC. Louiiuiile, Kcnrurky. SI Bond 

Counrei nod upon rarirfkion of ~ e i i i i n  condiiionr. C e n m  irgri m i i w i  will bc parsed upon for (he  Company by i ts counsel, Jones, DRY, 
Reavir 8. Pogue. Chicago. Illinois nnd John R. McCdI,  Erq , Execvtiuc Vice Preiideiir, Geneial Counrel and Corporare Secrcraiy of d i e  

Company, for the issucc b y  i t s  County Arroiney, nod for the Underwirer by i ts Coumei, Wiiirron & Strxwn. Chicago. i l l i i w i s .  I t  is 
erpi.cred ilmi the Bonds will bc ruiilrblc for d c l i w y  to DTC i g /  Ncw Y a k .  Ne%, York on or about October 2 3 ,  2002 
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the Indenture or the Loan Agreement requiring the Company to maintain such financing arrangements 
which may be discontinued at any time without notice. The First Mortgage Bonds and the Bond 
Insurance Policy are not intended to provide a direct source of liquidity to pay the purchase price of 
Bonds tendered for purchase pursuant to the Indenture. 

Any deficiency in purchase price payments resulting from the Remarketuig Agent's failure to 
deliver remarketing proceeds of all Bonds with respect to which the Remarketing Agent notified the 
Tender Agent were remarketed will not result in an Event of Default under the Indenture until the opening 
of business on the next succeeding Business Day unless the Company fails to provide sufficient funds to 
pay such purchase price by the opening of business on such next succeeding Business Day. If sufficient 
funds are not available for the purchase of all tendered Bonds, no purchase of Bonds will be 
consummated, but failure to consummate such purchase will not be deemed to be an Event of Default 
under the Indeiiture if sufficient funds have been provided in a Onely nianner by the Company to the 
Tender Agent for such purpose. 

Payment of Purchase Price 

When a book-entry-only system is not in effect, payment of the purchase price of any Bond will 
be payable (and delivery of a replacement Bond in exchange for the portion of any Bond not purchased if 
such Bond is purchased in part will be made) on the Purchase Date upon delivery of such Bond to the 
Tender Agent 011 such Purchase Date; provided that such Bond must be delivered to the Tender Agent: 
(i) at or prior to 12:OO noon (,New York City time), in the case of Bonds delivered for purchase during a 
Weekly Rate Period or Flexible Rate Period, (ii) at or prior to 1:OO p.m. (New York City time), in the case 
of Bonds delivered for purchase during a Daily Rate Period or (iii) at or prior to I1:OO a.m. (New York 
City time), in the case of Bonds delivered for purchase during a Semi-Annual Rate Period, Annual Rate 
Period or Long Tenn Rate Period. If the date of such purchase is not a Business Day, the purchase price 
will be payable on the next succeeding Business Day. 

Any Bond delivered for payment of die purchase price must be accompauied by an instrument of 
transfer thereof in fonn satisfactory to the Tender Agent executed in blank by the registered owner thereof 
and with all signatures gumneed .  The Tender Agent may refuse to accept delivery of any Bond for 
which an insbument of transfer satisfactory to it has not been provided and has no obligation to pay the 
purchase price of such Bond until a satisfactory instrument is delivered. 

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

When a book-entry-only system is in effect, the requirement for physical delively of the Bonds 
will be deemed satisfied when the ownership rights in the Bonds are hansfened by Direct Participants on 
the records of DTC to the participant account of the Tender Agent. 

Redemptions 

-tion. 

(i) Whenever tlie Interest Rate Mode for the Bonds is the Daily Rate or the Weekly Rate, the 
Bonds will be subject to redeinptiou at the option of the Issuer, upon the written direction of the 
Company, in whole or in pa& at a redemption price of 100% of the principal amount thereof, plus interest 
accrued, if any, to the redemption date, on any Business Day. 



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

(i) Whenever the Interest Rate Mode for the Bonds is the Dutch Auction Rate, the Bonds 
will be subject to redemption at the option of the Issuer, upon the written direction of the Company, in 
whole or in part, on the Business Day immediately succeeduig any Auction Date (as defined in 
APPENDR B attached hereto), at a redemption price of 100% of the principal amount thereof, together 
with accrued interest LO the redemption date. 

(iv) Whenever the Interest Rate Mode for the Bonds is the Semi-Annual Rate, the Bonds will 
he subject to redemption at the option of the Issuer, upon the written direction of the Company, in whole 
or in pa& at a redemption price of 200% of the principal amount thereof on any Interest Payment Date. 

(v) Whenever the Interest Rate Mode for the Bonds is the Annual Rate, the Bonds will be 
subject to redemption at the option of the Issuer, upon the written direction of the Company, in whole or 
in part, at a redemption price of 100% of the principal amount thereof on the final Interest Payment Date 
for each Annual Rate Period. 

(vi) Whenever the Interest Rate Mode for the Bonds is the Long Term Rate, the Bonds will be 
subject to redemption at the option of the Issuer, upon the written direction of the Company, in whole or 
in part, (A) on the final Interest Payment Date for the then current Long Term Rate Period at a redemption 
price of 100% of the principal amount thereof and (B) prior to the end of the then current Long Term Rate 
Period at any time during the redemption periods and at the redemption prices set forth below, plus in 
each case interest accrued, if any, to the redemption date: 

Original 
Length of Current 
Long Teim Rate Commencement of Redemption Price as 
Period (Years) Redemption Period Percentage of Principal 

More than or equal to First Interest Payment Date 100% 
11 years on or after the tenth 

anniversary of 
commencement of Long 
Term Rate Period 

Less than I I years Nou-callable Noii-callable 

Subject to certain conditions, including provision of an opinion of Bond Counsel that a change hi the 
redemption provisions of the Bonds will not adversely affect the exclusion from gross income of interest 
on the Bonds for federal income tax p q o s e s ,  the redemption periods and redemption prices may be 
revised, effective as of the Conversion Date, the date of a change in lhe Long Term Rate Period or a 
Purchase Date on the final Interest Payment Date during a Long Term Rate Period, to reflect Prevailing 
Market Conditions on such date as determined by the Remarketing Agent in its judgment. 

Extraordinary Optional Redemption in whole. The Bonds may be redeemed by the Issuer in 
whole at any time at 100% of the principal amount thereof plus accrued interest to the redemption date 
upon the exercise by the Company of an option under LLle Loan Agreement to prepay the loan if any of the 
following events shall have occurred within 180 days preceding the giving of written notice by the 
Company to the Tmstee of such election: 

(i) if in the judgment of the Company, unreasonable burdens or excessive liabilities 
have been imposed upon the Company after the issuance of the Bonds with respect to the Project 
or the operation thereof, including without limitation federal, state or other ad valorem property, 



income or other taxes not imposed on the date of the Loan Agreement, other than ad valorem 
taxes levied upon privately owned property used for the same general purpose as the Project; 

(5) if the Project or a portion thereof or other property ofthe Company in comection 
with which the Project is used has been damaged or destroyed to such an extent so as, in the 
judgment of the Company, to render the Project or such other property of the Company in 
connection with which the Project is used unsatisfactory to the Company for its intended use, and 
such condition continues for a period of six months; 

(ii) there has occurred condemnation of all or substantially all of the Project or the 
taking by eminent domain of such use or control of the Project or other property of the Company 
in connection with which the Project is used so as, in the judgment of the Company, to render the 
Project or such other property of the Company uilsatisfactoiy to the Company for its intended 
use; 

(iv) in the event changes, which the Company cannot reasonably control, in the 
economic availability of materials, supplies, labor, equipment or other properties or things 
necessary for the efficient operation of the Generating Station have occurre4 which in the 
judgment of the Company, render the continued operation of such Generating Station or any 
generating unit at such station uneconomical; or changes in circumstances after the issuance of 
the Bonds, including but not limited to changes in clean air or other air and water pollution 
control requirements or solid waste disposal requirements, have occurred such that the Company 
determines that use of the Project is no longer required or desirable; 

(v) the Loan Agreement has become void or unenforceable or impossible of 
performance by reason of any changes in the Constitution of the Commonwealth of Kentucky or 
fhe Constitution of the United States of America or by reason of legislative or adminisbative 
action (whether state of federal) or any fmal decree, judgment or order of any court or 
administrative body, whether state or federal; or 

(Vi) a final order or decree of any court or administrative body after the issuance of 
the Bonds requires the Company to cease a substantial part of its operation at the Generating 
Station to such extent that the Company will be prevented from c a v i n g  on its normal operations 
at such Generating Station for a period of six months. 

Extraordinaw Optional Redemption in Whole or in Part. The 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 option of the Company in an amount not to exceed the net proceeds received from 
insurance or any condemnation award received by the Issuer, the Company or the First Mortgage Trustee 
in the event of damage, destruction or condemnation of all or a portion of the Project, subject to receipt of 
an opinion of Bond Counsel that such redemption will not adversely affect the exclusion of interest on 
any of the Bonds from gross income for federal income tax purposes. See "SUMMARY OF THE LOAN 
AGREEMENT - Maintenance; Damage, Destruction and Condemnation." Such redemption may occur 
at any time, provided that if such event occurs while the Interest Rate Mode for the Bonds is the Daily 
Rate, Weekly Kate, Flexible Rate or Semi-Annual Rate, such redemption must occur on a date on which 
the Bonds are othewise subject to optional redemption as described above. 

~ T a x a b i l i t v .  The Bonds are required to be redeemed by 
the Issuer, in whole, or in such part as described below, at a redemption price equal to 100% of the 
principal amount thereof, without redemption premium, plus accrued interest, if any, to the redemption 
date, within 180 days following a "Determination of Taxability." As used herein, a "Determination of 
Taxability" means the receipt by the Trustee of written notice from a current or former registered owner 
of a Bond or from the Company or tlie Issuer of (i) the issuance of a published or private ruling or a 
technical advice memorandum by the Internal Revenue Service in which the Company participated or has 
been given the opportunity to patticipate, and which ruling or memorandum the Company, in its 
discretion, does not contest or from which no further right of administrative or judicial review or appeal 
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exists, or (ii) a final determination from which no further right ofappeal exists of any court of competent 
jurisdiction in the United States in a proceeding in which the Company has participated or has been a 
pw, or has been given the oppomnity to participate or be a p-, in each case, to the effect that as a 
result of a failure by the Company to perfonn or obseive any covenant or agreemeut or the inaccuracy of 
any representation contained in the Loan Agreement or any other agreement or certificate delivered in 
connection with the Bonds, the interest on the Bonds is included in the gross income of the ownen 
thereof for federal income tax purposes, other than with respect to a person who is a "substantial user" or 
a "related person" of a substantial user withii the meaning of the Section 147 of Internal Revenue Code of 
1986, as amended (the "Code"); provided, however, that no such Determination of Taxability shall be 
considered to exist as a result of the Trustee receiving notice from a current or former registered owner of 
a Bond or from the Issuer unless (i) the Issuer or the registered owner or former registered owner of the 
Bond involved in such proceeding or action (A) gives the Company and the Trustee prompt notice of the 
commencement thereof, and (B) (if the Company agrees to pay all expenses ui connection therewith) 
offers the Company the opportunity to control uiconditionally the defense thereof, and (ii) either (A) the 
Company does not agree withim 30 days of receipt of such offer to pay such expenses and liabilities and to 
control such defense, or (B) the Company shall exhanst or choose not to exhaust all available proceedings 
for the contest, review, appeal or rehearing of such decree, judgment or action which the Company 
determines to be appropriate. No Determitiation of Taxability described above will result from the 
inclusion of interest on any Bond in the computation of minimum or indirect taxes. All of the Bonds are 
required to be redeemed upon a Determination of Taxability as described above unless, in the opinion of 
Bond Counsel, redemption of a portion of such Bonds would have the result that interest payable on the 
remaining Bonds outstanding after the redemption would not be so included in any such gross income. 

In the event any of the Issuer, the Company or the Trustee has been put on notice or becomes 
aware of the existence or pendency of any inquiry, audit or other proceedings relating to the Bonds being 
conducted by the Internal Revenue Service, the p w  so put on notice is required to give immediate 
written notice to the other parties of such matters. Promptly upon leaming of the occurrence of a 
Determination of Taxability (whether or not the same is being contested), or any of the events described 
above, the Company is required to give notice thereof to the Trustee and the Issuer. 

If the In tend  Revenue Service or a court of competent jurisdiction determines that the interest 
paid or to be paid on any Bond (except to a "substantial user" of the Project or a "related person" within 
the meaning of Section 147(a) of the Code) is or was includable in the gross income of the recipient for 
federal income tax purposes for reasons other tlm as a result of a failure by the Company to perfonn or 
observe any of its covenants, agreements or represeutations ui the Loan Agreement or any other 
agreement or certificate delivered in connection therewith, the Bonds are not subject to redemption. In 
such circumstances, Bondholders would continue to hold their Bonds, receiving principal and interest at 
the applicable rate as and when due, but would be required to include such interest payments ui gross 
income for federal income tax purposes. Also, if the lien of the Indenture is discharged or defemed prior 
to the occurrence of a final Determinatiou of Taxability, Bonds will not be redeemed as described herein. 

General Redemption Terms. Notice of redemption will be given by mailuig a redemption notice 
by fmt  class mail to the registered owners of the Bonds to be redeemed not less than 30 days (I5 days if 
the Interest Rate Mode for the Bonds is the Dutch Auctiou Rate, Flexible Rate, Daily Rate or Weekly 
Rate) but not more than 45 days prior to the redemption date. Any notice mailed as provided in the 
Jndenture will be conclusively presumed to have been given, irrespective of whether the owner receives 
the notice. Failure to give any such notice by mailing or any defect therein in respect of any Bond will 
not affect the validity of any proceedings for the redemption of any other Bond. NO further interest will 
accrue on the principal of any Bond called for redemption after the redemption date if funds sufficient for 
such redemption have been deposited with the Paying Agent as of the redemptioii date. So long as the 
Bonds are held in book-enhy-nly form, all redemption notices will be seut only to Cede & Co. 

Book-Entry-Only System 

been obtainedfvont DTC. The Issuer, the Company and the UndeMiter make no representation as to the 
accuracy of such infomiation. 

Portions ofthe following information concerning DTC and DTC 's book-eno-only system have 
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Daily Rate Period or (iii) at or prior to 11:OO a.m. (New York City time), in the case of Bonds 
delivered for purchase during a Semi-Annual Rate Period, Annual Rate Period or Long Term 
Rate Period. If the date of such purchase is not a Business Day, the purchase price will be 
payable on the next succeeding Business Day. 

Any Bond delivered for payment of the purchase price must be accompanied by an 
instrument of transfer thereof in form satisfactory to the Tender Agent executed in blank by the 
registered owner thereof and with all signatures guaranteed. The Tender Agent may rehse to 
accept deiivery of any Bond for which an instruinent of transfer satisfactory to it has not been 
provided and has no obligation to pay the purchase price of such Bond until a satisfactory 
instrument is delivered. 

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

When a book-entry-only system is in effect, the requirement for physical delivery of the 
Bonds will be deemed satisfied when the ownership rights in the Bonds are transferred by Direct 
Participants on the records of DTC to the participant account of the Tender Agent. 

Redemptiotis 

Optional Redemption 

(i) Whenever the Interest Rate Mode for the Bonds is the Daily Rate or the Weekly 
Rate, the Bonds will be subject to redemption at the option of the Issuer, upon the written 
direction of the Company, i n  whole or in part, at a redemption price of 100% ofthe principal 
amount thereof, plus interest accrued, if any, to the redemption date, on any Business Day. 

(ii) Whenever the Interest Rate Mode for a Bond is the Flexible Rate, such Bond will 
be subject to redeniption at the option of the Issuer, upon the written direction of the Company, 
in whole or in part, at a redemption price of 100% of the principal amount thereof on any Interest 
Payment Date for that Bond. 

(iii) Whenever the Interest Rate Mode for the Bonds is the Dutch Auction Rate, the 
Bonds will be subject to redemption at the option of the Issuer, upon the written direction of the 
Company, in whole or in part, on the Business Day iinniediately succeeding any Auction Date 
(as defined in APPENDIX B attached hereto), at a redemption price of 100% of the principal 
amount thereof, together with accrued interest to the redemption date. 

(iv) Whenever the Interest Rate Mode for the Bonds is the Semi-Annual Rate, the 
Bonds will be subject to redemption at the option of the Issuer, upon the written direction of the 
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Company, in whole or in part, at a redemption price of 100% of the principal amount thereof on 
any Interest Payment Date. 

(v) Whenever the Interest Rate Mode for the Bonds is the Annual Rate, the Bonds 
will be subject to redemption at the option of the Issuer, upon the written direction of the 
Company, in whole or in part, at a redemption price of 100% of the principal amount thereof on 
the final Interest Payment Date for each Annual Rate Period. 

(vi) Whenever the Interest Rate Mode for the Bonds is the Long Term Rate, the Bonds 
will be subject to redemption at the option of the Issuer, upon the written direction of the 
Company, in whole or in part, (A) on the final Interest Payment Date for the then current Long 
Term Rate Period at a redemption price of 100% of the principal amount thereof and (B) prior to 
the end of the then current Long Term Rate Period at any time during the redemption periods and 
at the redemption prices set forth below, plus in each case interest accrued, if any, to the 
redemption date: 

Original 
Length of Current 
Long Term Rate Commencement of Redemption Price as 
Period (Years) Redemption Period Percentage of Principal 

~ ~~ -~ 
More than or equal to First Interest Payment 100% 
11 years Date on or after the tenth 

anniversary of 
coinmencement of Long 
Term Rate Period 

Less than I 1  years Non-callable Non-callable 

Subject to certain conditions, including provision of an opinion of Bond Counsel that a change in 
the redemption provisions of the Bonds will not adversely affect the exclusion from gross 
income of interest on the Bonds for federal income tax purposes, the redemption periods and 
redemption prices may be revised, effective as of the Conversion Date, the date of a change in 
the Long Term Rate Period or a Purchase Date on the final Interest Payment Date during a Long 
Term Rate Period, to reflect Prevailing Market Conditions on such date as determined by the 
Remarketing Agents in their judgment. 

Extraokdinan, Optional RedemDtion in Whole. The Bonds may be redeemed by the 
Issuer in whole at any time 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 to 
prepay the loan if any of the following events shall have occurred within 180 days preceding the 
giving of written notice by the Company to the Trustee of such election: 

(i) if in the judgment of the Company, unreasonable burdens or excessive 
liabilities have been imposed upon the Company after the issuance of the Bonds with 
respect to the Project or the operation thereol; including without limitation federal, state 
or other ad valorem property, income or other taxes iiot imposed on the date of the Loan 
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Agreement, other than ad valorem taxes levied upoii privately owned property used for 
the same general purpose as the Project; 

(ii) if the Project or a portion thereof or other property of the Company in 
connection with which the Project is used has been damaged or destroyed to such an 
extent so as, in the judgment of the Company, to render the Project or such other property 
of the Company in connection with which the Project is used unsatisfactory to the 
Company for its intended use, and such condition continues for a period of six months; 

(iii) there has occurred condemnation of all or substantially all ofthe Project or 
the taking by eminent domain of such use or control of the Project or other property of 
the Company in connection with which the Project is used so as, in the judgment of tlie 
Company, to render tlie Project or such other property ofthe Company unsatisfactory to 
the Company for its intended use; 

(iv) in the event changes, which the Company cannot reasonably control, in 
the economic availability of materials, supplies, labor, equipment or other properties or 
things necessary for the efficient operation of a Generating Station have occurred, which, 
in tlie judgment of the Company, render the continued operation of such Generating 
Station or any generating unit at such station uneconomical; or changes in circumstances 
after the issuance of the Bonds, including but not limited to changes in clean air or other 
air and water pollution control requirements or solid waste disposal requirements, have 
occurred such that the Company determines that use of the Project is no longer required 
or desirable; 

(v) the Loan Agreement has become void or unenforceable or impossible of 
performance by reason of any changes in the Constitution ofthe Commonwealth of 
Kentucky or the Constitution of the United States of America or by reason of legislative 
or administrative action (whether state of federal) or any final decree, judgment or order 
of any court or administrative body, whether state or federal; or 

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

Extraordinarv Optional Redemption in Whole or in Part. The 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 option of the Company in an amount not to exceed the net proceeds 
received from insurance or any condemnation award received by the Issuer, the Company or the 
First Mortgage Trustee in the event of damage, destruction or condemnation of all or a portion of 
the Project, subject to receipt of an opinion of Bond Counsel that such redemption will not 
adversely affect the exclusion of interest on any of the Bonds from gross income for federal 
income tax purposes. See "SUMMARY OF THE LOAN AGR.EEMENT Maintenance; 
Damage, Destruction and Condeinnation." Such redemption may occur at any time, provided that 
if such event occurs while the Interest Rate Mode for the Bonds is the Daily Rate, Weekly Rate, 
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Flexible Rate or Semi-Annual Rate, such redemption must occur on a date on which the Bonds 
are otherwise subject to optional redemption as described above. 

Mandatory Redemption; Determination of Taxability. The Bonds are required to be 
redeemed by the Issuer, in whole, or in such part as described below, at a redemption price equal 
to 100% of the principal amount thereof, without redemption premium, plus accrued interest, if 
any, to the redemption date, within 180 days following a "Determination of Taxability." As used 
herein, a "Determination of Taxability" means the receipt by the Trustee of written notice from a 
current or former registered owner o f a  Bond or from the Company or the Issuer of (i) the 
issuance of a published or private ruling or a technical advice memorandum by the 1nte.rnal 
Revenue Service in which the Company participated or has been given the opportunity to 
participate, and which ruling or memorandum the Company, in its discretion, does not contest or 
from which no further right of administrative or judicial review or appeal exists, or (ii) a final 
determination from which no further right of appeal exists of any court of competent jurisdiction 
in the United States in a proceeding in which the Company has participated or has been a party, 
or has been given the opportunity to participate or be a party, in each case, to the effect that as a 
result o f a  failure by the Company to perform or observe any covenant or agreement or the 
inaccuracy of any representation contained in the Loan Agreement or any other agreement or 
certificate delivered in connection with the Bonds, the interest 011 the Bonds is included in the 
gross income of the owners thereof for federal income tax purposes, other than with respect to a 
person who i s  a "substantial user" or a "related person" ofa  substantial user within the meaning 
of the Section 147 of Internal Revenue Code of 1986, as amended (the "Code"); provided, 
however, that no such Determination of'raxahility shall be considered to exist as a result of the 
Trustee receiving notice from a current or foiiner registered owner of a Bond or from the Issuer 
unless (i) the Issuer or the registered owner or former registered owner of the Bond involved in 
such proceeding or action (A) gives the Company and the Trustee prompt notice of the 
commencement thereof, and (B) (if the Company agrees to pay all expenses in connection 
therewith) offers the Company the opportunity to control unconditionally the defense thereof, 
and (ii) either (A) the Company does not agree within 30 days of receipt of such offer to pay 
such expenses and liabilities and to control such defense, or (B) the Company shall exhaust or 
choose not to exhaust all available proceedings for the contest, review, appeal or rehearing of 
such decree, judgment or action which the Company determines to be appropriate. No 
Determination of Taxability described above will result from the inclusion of interest on any 
Bond in the computation of minimum or indirect taxes. All of the Bonds are required to be 
redeemed upon a Determination of Taxability as described above unless, in the opinion of Bond 
Counsel, redemption of a portion of such Bonds would have the result that interest payable on 
the remaining Bonds outstanding after the redemption would not be so included in any such 
gross income. 

In the event any of the Issuer, the Company or the Trustee bas been put on notice or 
becomes aware of the existence or pendency ofany inquiry, audit or other proceedings relating 
to the Bonds being conducted by the Internal Revenue Service, the party so put on notice is 
required to give immediate written notice to the other parties of such matters. Promptly upon 
learning ofthe occurrence of a Determination of Taxability (whether or not the same is being 
contested), or any of the events described above, the Company is i-equired to give notice thereof 
to the Trustee and the Issuer. 



If the Internal Revenue Service or a court of competent jurisdiction determines that the 
interest paid or to be paid on any Bond (except to a "substantial user" of the Project or a "related 
person" within the meaning of Section 147(a) of the Code) is or was includable in the gross 
income of the recipient for federal income tax purposes for reasons other than as a result of a 
failure by the Company to perform or observe any of its covenants, agreements or 
representations in the Loan Agreement or any other agreement or certificate delivered in 
connection therewith, the Bonds are not subject to redemption. In such circumstances, 
Bondholders would continue i.0 hold their Bonds, receiving principal and interest at the 
applicable rate as and when due, but would be required to include such interest payments in 
gross income for federal income tax purposes. Also, if the lien of the Indenture is discharged or 
defeased prior to the occurrence of a final Determination of Taxability, Bonds will not be 
redeemed as described herein. 

General Redemption Terms. Notice of redemption will be given by mailing a redemption 
notice by first class mail to the registered owners of the Bonds to be redeemed not less than 30 
days (15 days if  the Interest Rate Mode for the Bonds is the Dutch Auction Icate, Flexible Rate, 
Daily Rate or Weekly Rate) but not more than 45 days prior to the redemption date. Any notice 
mailed as provided in the Indenture will be conclusively presumed to have been given, 
irrespective of whether the owner receives the notice. Failure to give any such notice by mailing 
or any defect therein in respect of any Bond will not affect the validity of any proceedings for the 
redemption of any other Bond. No further interest will accrue on the principal of any Bond 
called for redemption after the redemption date if funds sufficient for such redemption have been 
deposited with the Paying Agent as of the redemption date. So long as the Bonds are held in 
book-entry-only form, all redemption notices will be sent only to Cede & Co. 

Book-Entry-Only System 

Portions of'the following injormation concerning DTC and DTC 's book-entry-only 
system have been obtained from DTC. The Issuer, the Company and the Underwriters make no 
represenlation as to the accuracy of such information. 

Initially, DTC will act as securities depository for the Bonds and the Bonds initially will 
be issued solely in book-entry-only fonn to be held under DTC's book-entry-only system, 
registered in the name of Cede & Co. (DTC's partnership nominee). One h l l y  registered bond in 
the aggregate principal amount of the Bonds will be deposited with DTC. 

DTC, the world's largest depository, is a limited-purpose trust company organized under 
the New York Banking Law, a "banking organization" within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the 
meaning of the New York Uniform Commercial Code, and a "clearing agency" registered 
pursuant to the provisions of Section 17A ofthe Securities Exchange Act of 1934. DTC holds 
and provides asset servicing for over 2 million issues of U.S. and non-US. equity issues, 
corporate and municipal debt issues, and money market instruments from over 85 countries that 
DTC's participants ("Direct Participants") deposit with DTC. DTC also facilitates the post-trade 
settlement among Direct Participants of sales and other securities transactions in deposited 
securities, through electronic computerized book-entry transfers and pledges between Direct 
Participants' accounts. This eliminates the need for physical movement of securities certificates. 
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2005 SERIES A, DUE FEBRUARY 1,2035 

(LOUISVILLE GAS AND ELECTRIC COMPANY PROJECT) 
DATED: Date of Original Issuance 

The LouisvillelJefferson County Metro Governmenl, Kentucky, Pollution Control Revenue Bonds, 2005 Series A (Louisville Gas and 
Electric Company Project) (the "Bonds") will be special and limited obligations of the LouisvillelJefferson County Metro Government, 
Kentucky (me "Issuer'*), payable by the Issuer solely from and Secured by payments to be received by the Issuer pursuanl to a Loan 
Agreement with 

LOUISVILLE GAS AND ELECTRIC COMPANY 
(the "Company"), except as payable from proceeds of such Bonds or investment earnings thereon. The Bonds will no1 constitute general 
obligations of the Issuer or a charge against Ihe general credit or taxing powers thereof or of the Commonwealth of Kentucky or any other 
political subdivision of Kentucky. 

Until the Release Date (generally, the date upon which the Bond lnsurei (as hereinafter defined) consents to the release of first mortgage bond 
collateial of the Company as security lor the Bonds. provided that in no event Shall that date be later than the dale that all of the prior first mortgage 
bonds of the Company (other than the Firs1 Mocigage Bonds securing the Bonds and lhe First Mortgage Bonds, Pollution Control Series Y, 7. AA. 
BB, CC, DD, EE, FF and GG) have been retired), principal of, and interest on, the Bonds will be further secured by the deliveryto the Trustee of First 
Mortgage Bonds of lhe Company. See "SECURITY: RELEASE DATE LIMITATION ON LIENS' and "SUMMARY OF THE FIRST MORTGAGE 
BONDS" lora descriplion ofthe CircUmStanceS in which the First Mortgage Bonds will be released. On the Release Dale, the Bonds will cease lo 
be secured by First Mortgage Bonds and will be secured solely by payments lo be made by the Company under the Loan Agreemenl, 
which will become an unsecured general obligation of the Company, and will rank on a parity wilh other unsecured indebtedness of the 
Company. From and aner Ihe Release Date, the Company will covenant not lo incur, assume or guaranlee any secured indebtedness other 
than as permined in the Loan Agreement. See "SECURITY; RELEASE DATE LIMITATION ON LIENS." 

Payment of the principal of and interest on the Bonds when due will be insured by a financial guaianv insurance policy to be issued by Ambac 
Assurance Corporation C'Ambac Assurance" or the "Bond Insurer") simultaneoudy with the delivery of the Bonds. 

Ambac 
The Bonds will accrue interest from lhe date of oriainal issuance. will initiallv be issued in a seven-dav Auction Period. and will initiallv bear 

. , .  ~ - - , ~  ~ 
, ., -. . . -. . -. , . . . .. . . .. -. .. /1 .~, . . ~ ~  . . ~ .  
While the Bonds bear interest at the ARS Rate, the Bonds will not be subiect to purchase on demand of the owners thereof. Prospective purchase& 
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an ARS Rate mav be transferred onlv oursuanifo a Bid or Sell Order pladed in ankuctmn or to oi through a Broker-Dealer. . .  
The Bonds, when Issued. wiil be registered in the name of Cede 8 Co.. as registered owner and nominee for The Depository Trust Company 

("DTC"), New York. New Yoh. DTC will act as securities depository. Purchases 01 beneficia ownership interests in the Bonds bearing interest at the 
ARS Rate will be made in bookentry only lorm in denominations of $25.000 and integral multiples thereof. Purchasers will not receive CertiRcateS 
representing their beneficial interest in the Bonds. See the information contained under the caption "SUMMARY OF THE BONDS- 
Book-Entry-Only System" herein. The principal of, premium. i f  any, and interest on the Bonds will be paid by Deutsche Bank Trust Company 
Americas. as Trustee, to Cede &Go.. as long as Cede & Co. is the registered owner of the Bonds. Disbursement of such payments to the DTC 
Participants is the responsibility of DTC. and disbursement of such payments to the puchaseis of beneficial ownership interests is lhe 
responsibility of DTCs Direct and Indirect Participants, as more fully described herein. 

PRICE: 100% 

Subiect to the conditions and exceptions set forth under the caption "TAX TREATMENT,'' Bond Counsel is of the opinion that, under current 
law, inteiest on the Bonds offered hereby will be excludable from the gross income of the recipients thereof for federai income tax purposes, except 
that no opinion will be expressed regarding Such exclusion lrom gross income with respect to any Bond during any peiiod in which it is held by a 
"substantiai user" or a "related person" of the Project as such terms are used in Section 147(a) of the Inlernai Revenue Code of 1986, as amended 
(the "Code"). Interest on the Bonds will not be an item of tax preference in determining alternative minimum taxable income for individuals and 
corporations under the Code. Such interesl may be subject to Certain federal income taxes imposed on Certain corporations. including imposition 
of the branch proms tax on a portion of such interest. Bond Counsel is further of Ihe Opinion that interest on the Bonds wili be excludable from lhe 
gross income of the recipients thereof lor Kentucky income tax purposes and that. under current law, the prlncipal of the Bonds wili be exempl from 
ad valorem taxes in Kentuckv Issuance of the Bonds is subiect lo receiot 01 a favorable tax opinion of Bond Counsel as of the date of delivew of the 
Bonds. See "TAX TREATMENT' herein. 
Jhe Bonds %E Offered when, as and if issued and received by the Undemd!ers, subject io prior sale, withdrawal or modilication of the offer 

Goldman, Sachs & Co. 

April 1, 2005 

UBS Financial Services Inc. 
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Redemptions 

Ootional Redemption 

(i) Whenever the Interest Rate Mode for the Bonds is the ARS Rate, the Bonds will 
be subject to redemption at the option of the Issuer, upon the written direction of the Company, 
in whole or in part, on the Interest Payment Date immediately following the end of an Auction 
Period (as defined in Appendix B attached hereto), at a redemption price of 100% of the 
principal amount thereof, together with accrued interest, if any. 

(ii) Whenever the Interest Rate Mode for the Bonds is the Daily Rate or the Weekly 
Rate, the Bonds will be subject to redemption at the option of the Issuer, upon the written 
direction of the Company, in whole or in part, at a redemption price of 100% of the principal 
amount thereof, plus interest accrued, if any, to the redemption date, on any Business Day. 

(iii) Whenever the Interest Rate Mode for a Bond is the Flexible Rate, such Bond will 
be subject to redemption at the option of the Issuer, upon the written direction of the Conipany, 
in whole or in part, at a redemption price of 100% of the principal amount thereof on any Interest 
Payment Date for that Bond. 

(iv) Whenever the Interest Rate Mode for the Bonds is the Semi-Annual Rate, the 
Bonds will be subject to redemption at the option of the Issuer, upon the written direction of the 
Company, in whole or in part, at a redemption price of 100% of the principal amount thereof on 
any Interest Payment Date. 

(v) Whenever the Interest Rate Mode for the Bonds is the Term Rate, the Bonds will 
be subject to redemption at the option of the Issuer, upon the written direction of the Company, 
in whole or in part, at a redemption price of 100% of the principal amount thereof on the final 
Interest Payment Date for each Term Rate Period. 

(vi) Whenever the Interest Rate Mode for the Bonds is the Fixed Rate, the Bonds will 
be subject to redemption at the option of the Issuer, upon the written direction of the Company, 
in whole or in part, (A) on the final Interest Payment Date for the then current Fixed Rate Period 
at a redemption price of 100% of the principal amount thereof and (B) prior to the end o f  the 
then current Fixed Rate Period at any time during the redemption periods and at the redemption 
prices set forth below, plus in each case interest accrued, if any, to the redemption date: 



Original 
Length of Current 

Fixed Rate Commencement of Redemption Price as 
Period (Years) Redemption Period Percentage of Principal 

- __ - 
More than or equal to First Interest Payment 100% 
11 years Date on or after the tenth 

anniversary of 
commencement of Fixed 
Rate Period 

Less than 11 years Non-callable Non-callable 

Subject to certain conditions, including provision of an opinion of Bond Counsel that a change in 
the redemption provisions of the Bonds will not adversely affect the exclusion from gross 
income of interest on the Bonds for federal income tax purposes, the redemption periods and 
redemption prices may be revised, effective as of the Conversion Date, the date of a change in 
the Fixed Rate Period or a Purchase Date on the final Interest Payment Date during a Fixed Rate 
Period, to reflect Prevailing Market Conditions on such date as determined by the Remarketing 
Agents in their judgment. Any such revision of the redemption periods and redemption prices 
will not be considered an amendment or a supplement to the Indenture and will not require the 
consent of any Bondholder or any other person or entity. 

Extraordinary Optional Redemption in Whole. The Bonds may be redeemed by the 
Issuer in whole at any time 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 to 
prepay the loan if any of the following events shall have occurred within 180 days preceding the 
giving of written notice by the Company to the Trustee of such election: 

(i) if in the judgment of the Company, unreasonable burdens or excessive 
liabilities have been imposed upon the Company after the issuance of the Bonds with 
respect to the Project or the operation thereof, including without limitation federal, state 
or other ad valorem property, income or other taxes not imposed on the date of the Loan 
Agreement, other than ad valorem taxes levied upon privately owned property used for 
the same general purpose as the Project; 

(ii) if the Project or a portion thereof or other property of the Company in 
connection with which the Project is used has been damaged or destroyed to such an 
extent so as, in the judgment of the Company, to render the Project or such other property 
of the Company in connection with which the Project is used unsatisfactory to the 
Company for its intended use, and such condition continues for a period of six months; 

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



(iv) in the event changes, which the Company cannot reasonably control, in 
the economic availability of materials, supplies, labor, equipment or other properties or 
things necessary for the efficient operation of a Generating Station have occurred, which, 
in the judgment of the Company, render the continued operation of such Generating 
Station or any generating unit at such station uneconomical; or changes in circumstances 
after the issuance of the Bonds, including but not limited to changes in clean air or other 
air pollution control requirements, have occurred such that the Company determines that 
use of the Project is no longer required or desirable; 

(v) the Loan Agreement has become void or unenforceable or impossible of 
performance by reason of any changes in the Constitution of the Commonwealth of 
Kentucky or the Constitution of the United States of America or by reason of legislative 
or administrative action (whether state of federal) or any filial decree, judgment or order 
of any court or administrative body, whether state or federal; or 

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

Extraordinaw Outional Redemution in Whole or in Part. The 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 option of the Company in an amount not to exceed the net proceeds 
received from insurance or any condemnation award received by the Issuer, the Company or the 
First Mortgage Trustee in the event of damage, destruction or condemnation of all or a portion of 
the Project, subject to receipt of an opinion of Bond Counsel that such redemption will not 
adversely affect the exclusion of interest on any of the Bonds from gross income for federal 
incoine tax purposes. See “SUMMARY OF THE LOAN AGREEMENT - Maintenance; 
Damage, Destruction and Condemnation.” Such redemption may occur at any time, provided 
that if such event occurs while the Interest Rate Mode for the Bonds is the Flexible Rate or 
Semi-Annual Rate, such redemption must occur on a date on which the Bonds are otherwise 
subject to optional redemption as described above. 

Mandatory Redemption; Determination of Taxability. The Bonds are required to be 
redeemed by the Issuer, in whole, or in such part as described below, at a redemption price equal 
to 100% of the principal amount thereof, without redemption premium, plus accrued interest, if 
any, to the redemption date, within 180 days following a “Determination of Taxability.” As used 
herein, a “Determination of Taxability” means the receipt by the Trustee of written notice from a 
current or fonner registered owner of a Bond or from the Company or the Issuer of (i) the 
issuance of a published or private ruling or a technical advice memorandum by the Internal 
Revenue Service in which the Company participated or has been given the opportunity to 
participate, and which ruling or memorandum the Company, in its discretion, does not contest or 
from which no further right of administrative or judicial review or appeal exists, or (ii) a final 
determination from which no further right of appeal exists of any court of competent jurisdiction 
in the United States in a proceeding in which the Company has participated or has been a party, 
or has been given the opportunity to participate or be a party, in each case, to the effect that as a 
result of a failure by the Company to perform or observe any covenant 01- agreement or the 
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inaccuracy of any representation contained in the Loan Agreement or any other agreement or 
certificate delivered in connection with the Bonds, the interest on the Bonds is included in the 
gross income of the owners thereof for federal income tax purposes, other than with respect to a 
person who is a “substantial user” or a “related person” of a substantial user within the meaning 
of the Section 147 of Internal Revenue Code of 1986, as amended (the “Code”); provided, 
however, that no such Determination of Taxability shall be considered to exist as a result of the 
Trustee receiving notice from a cunent or former registered owner of a Bond or from the Issuer 
unless (i) the Issuer or the registered owner or former registered owner of the Bond involved in 
such proceeding or action (A) gives the Company and the Trustee prompt notice of the 
commencement thereof, and (B) (if the Company agrees to pay all expenses in connection 
therewith) offers the Company the opportunity to control unconditionally the defense thereof, 
and (ii) either (A) the Company does not agree within 30 days of receipt of such offer to pay 
such expenses and liabilities and to control such defense, or (B) the Company shall exhaust or 
choose not to exhaust all available proceedings for the contest, review, appeal or rehearing of 
such decree, judgment or action which the Company determines to be appropriate. No 
Determination of Taxability described above will result from the inclusion of interest on any 
Bond in the computation of minimum or indirect taxes. All of the Bonds are required to be 
redeemed upon a Determination of Taxability as described above unless, in the opinion of Bond 
Counsel, redemption of a portion of such Bonds would have the result that interest payable on 
the remaining Bonds outstanding after the redemption would not be so included in any such 
gross income. 

In the event any of the Issuer, the Company or the Trustee has been put on notice or 
becomes aware of the existence or pendency of any inquiry, audit or other proceedings relating 
to the Bonds being conducted by the Internal Revenue Service, the party so put on notice is 
required to give immediate written notice to the other parties of such matters. Promptly upon 
learning of the occurrence of a Determination of Taxability (whether or not the same is being 
contested), or any of the events described above, the Company is required to give notice thereof 
to the Trustee and the Issuer. 

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

General Redemption Terms. Notice of redemption will be given by mailing a redemption 
notice conforming to the provisions and requirements of the Indenture by first class mail to the 
registered owners of the Bonds to be redeemed not less than 30 days (15 days if the Interest Rate 



Mode for the Bonds is the ARS Rate, Flexible Rate, Daily Rate or Weekly Rate) but not more 
than 45 days prior to the redemption date. 

Any notice mailed as provided in the Indenture will be conclusively presumed to have 
been given, irrespective of whether the owner receives the notice. Failure to give any such 
notice by mailing or any defect therein in respect of any Bond will not affect the validity of any 
proceedings for the redemption of any other Bond. No further interest will accrue on the 
principal of any Bond called for redemption after the redemption date if funds sufficient for such 
redemption have been deposited with the Paying Agent as of the redemption date. If the 
provisions for discharging the Indenture set forth below under the caption, “SUMMARY OF 
THE INDENTURE - Discharge of the Indenture” have not been complied with, any redemption 
notice will state that it is conditional on there being sufficient moneys to pay the full redemption 
price for the Bonds to be redeemed. So long as the Bonds are held in book-entry-only form, all 
redemption notices will be sent only to Cede & Co. 

Book-Entry-Only System 

Portions of the following information concerning DTC and DTC’s book-entry-only 
system have been obtained from DTC. The Issuer, the Company and the Underwriters make no 
representation as to the accuracy ofsuch information. 

Initially, DTC will act as securities depository for the Bonds and the Bonds initially will 
be issued solely in book-entry-only form to be held under DTC’s book-entry-only system, 
registered in the name of Cede & Co. (DTC’s partnership nominee). One fully registered bond 
in the aggregate principal amount of the Bonds will be deposited with DTC. 

DTC, the world’s largest depository, is a limited-purpose trust company organized under 
the New York Banking Law, a “banking organization” within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the 
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered 
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934 (the 
“Exchange Act”). DTC holds and provides asset servicing for over 2 million issues of US. and 
non-U.S. equity, corporate and municipal debt issues, and money market instruments from over 
85 countries that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry transfers and 
pledges between Direct Participants’ accounts. This eliminates the need for physical movement 
of securities certificates. Direct Participants include both U S .  and non-US. securities brokers 
and dealers, banks, trust companies, clearing coiporations, and certain other organizations. DTC 
is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). 
DTCC, in turn, is owned by a number of Direct Participants of DTC and Members of the 
National Securities Clearing Corporation, Government Securities Clearing Corporation, MBS 
Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, GSCC, MBSCC, 
and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the 
American Stock Exchange LLC and the National Association of Securities Dealers, Inc. Access 
to the DTC system is also available to others such as both U S .  and non-US. securities brokers 
and dealers, banks, trust companies, and clearing corporations that clear through or maintain a 
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NEW ISSUES BOOK-ENTRY-ONLY 
Sobjeci io ihc conditions and exceptions sci Jorih under rhe caplion "Tu Trcainicni," Bond Coimsel is oJ rhe opinion ihai, under currenl law, 

inlcrcsr on cnch series OJ Bondr ojj'emd hereby will be excludnblc J ~ W I  the poss income of the recipienis IhereoJJor Jcdcral income I~LI purposcf except 
ihai no opinion will be expresred regarding such exclusion Jiom gross income wiih ropccr Io nny Bond d w i q  nny period in which it is keld by a 
'hrbsianrial user" or n "relaled person" oJrke proiecl as suck Icnns are used in Seciion 147inl ofrhe lnrcrnnl Revenue Code of 1986, as amended (ihe 
"Code"J. Inieresi on rack series OJ Bonlis will no1 be an i i rm o J i u  proferenee in dcicnnining allernniivc minimum taxable income Jor individual.$ and 
corporations under ihe Code. Suck inieresi may be subjcci io ccnain Jpdcral income l u e s  imposed on certab: corporniions including imposiiion of ike 
branch proflis tar on n ponion oJsuch inicrcsi. Bond Counsel is further of ikc opiniori lhnl inicrcsr on ench series of Bonds will be excludablr from rhc 
gross income of ihe rccipioils lhereoffor Keniucky income iarpurpores and ihai, nnder cuirenl lmv, the principnl oJmch serie.7 oJBonds will be exempi 
from ad valorem taxes in Keniucky. lssuorrcc of each series oJ Botids ir subjar io receipt o fu  favorable iu opinion OJ Bond Counsel as of llzc dare of 
delivery ofcach series OJ Bonds See "Tax Trearmeni" herein. 

$31,000,000 $35,200,000 
Louisville/Jefferson County Louisvillellefferson County 

Refunding Bonds Refunding Bonds 

Company Project) Company Project) 

Metro Government, Kentucky 
Environmental Facilities Revenue 

2007 Series A 
(Louisville Gas and Electric 

Metro Government, Kentucky 
Environmental Facilities Revenue 

2007 Series B 
(Louisville Gas and Electric 

Dated: Datc of original delivery Due: June 1,2033 

The Bonds oi each series (individually the "Series A Bonds" and the "Series B Bonds" and, collectively, the "Bonds") wi l l  be special and 
limited obligations of the LouisvilleIJeFferson County Metro Government. Kentucky (the "Issuer"), payabie by the Issuer solely f r m i  and secured 
by payments to  be received by tlic Issuer pursuant to separate Loair Agreements with 

Louisville Gas and Electric Company 
(tlie "Company"). except as payable iiom proceeds ofsiicli Bonds or invcstmCiit earnings thereon. Tlic Bonds will (not constitute general obligations 
of the lssucr or a charge against tlie general credit oi' taxing powers thcrcof or of tlie Commonwealth of Kmtucky or any other political subdivision 
of Kentucky. 

Payment of the principal o i  and interest on each series of Bonds when due wi l l  be insured by separate financial guaranty irixiraiicc policies to 
be issued by Ambac Assurance Corporation ("Ambac Assurance" 01 the "Bond Insurer") simultaoeoiisly with llie delivery of the Bonds. 

The Bonds of each series are separate series and the sale and delivery of one series is $not dependent on the sale arid delivery of the other 
series. The Bonds of each series will accrue interest from Ihc respective date oi original issuance. wi l l  initially bc issucd in  a seven-day Auction 
Period. and wi l l  initially bear interest at an Auctiou Rate determined pursuant to the Auction Procedures described in Appendix B hereto. The first 
Auction will occur on May 3, 2007 with sirbsequeot iwctions occurring each 'Thursday unless changed as provided hcreiil. The first lotcrest Payment 
Datc on tlie Bonds will be May 4. 2007 and each Friday tlicreafter subject to cerlain exceptions dcsciibed herein. The Bonds of each series will 
continuc to k a r  interest at an Auction Rate until tlisir Convcrsion to a difieient Interest Rate Mode or until maturity. While the Bonds o i a  sciics 
bear interest at thc Auction Rate, thc Bonds o i  such sciies will no1 be subject to puicliasc on dcmand oI the owners thereof. Prospective purchasers 
of the Bonds should carefully review the Auction l'rocedures and should note that such procedures provide that (i) a Bid or Sell Order constitutes a 
commitment to purchase or sell Bonds based upon the results of an Auction. (ii) Auctions wil l  be conducted through telephone communications 
and (iii) settlement for purchases and sales wi l l  Be made on the Business Day following an  Auction Beneficial interests in Bonds kar ing  intcrcst at 
ai1 Auction Rate may be tiansferrcd only pursuant to a Bid o r  Sell Order placed in an Auctioii or to or t1,rougIl a Broker-Dealer. See "Summary of 
the Bonds-Bioker-Dealen," "Sunirnary o i  the Bonds-Certain Considerations Affecting Auction Rote Securities, Summar), of the Bonds- 
Summary of Certain Provisions of the Bonds" and "Appendix B-Auction Procedures." ______- 

PIUCE: 100% 
The Bonds will be secured solely by payments to be made by the Company under the I a n  , ~ r w m c n l ,  whiclt will be an unsecured general 

obligation or the Cnmpsny, and will rank on a psarity with other tmsccured indebtedness of the Coinpany. Tlic Company will cnvcnant not to incur, 
assunx or guarantee any secured isdcbtrdness otlicr t l ian as permitted in tlie Loan Agreement. See "Security; Limitation on Liens." 

Co.. as registeied ownct and nominee for Thc Depository Trust Company 
(-'DTC"), New Yoik, New York. DTC will act as sccuiitics depositary I'aichases of beneficial ownership ititcrests in the Bonds bcaiing interest at 
the Auction Rate wi l l  be made in book-cntry only f o m  in dcnominalioiis of $25,000 and integral imultiples Ihcreof. Purchasers will not receive 
certificates representing their beneficial i i i teiebts m tlic Bonds, Scc tlie information contained under the caption "Summary of the Boodr- 
Book-Entry-Only System" licrein. The principal or, premium. if any. and intercst on the Bonds wi l l  he paid by Deutsclie Bank Trust Company 
Americas, as Triistcc. to Cede & Co., as long as Cede & Co. i s  t l ic  registered owner of the Bonds. Disbursement of such payments to tlic DTC 
Participants is tlie responsibility of DTC. and dishuircment of sucli paym'cnts to the purclisscrs oi beneficial ownership interests is the responsibility 
of DTC's Direct and Indirect Participants, a more fdly described herein. 

7 h c  ilonds ore offered w l m .  us and if imml ~ n d  ,rci.iwd 1,) (he U,idciwrium sihjecr IO p r i ~ ~  snllic, wiihdmr~al or modiflcotion ofihe offer withoui 
notice, and io Ike approwl oJlcgdiy by Sloll Kecrion O g d m  PL~L.C, Lorri.sidIc, Kwiiiick), cis Sorid Coirnsel nnd upo,l snri.sfaction of certain condirions. 
Cermin legal molters will be passed i~pon Joi the Cowqxwrg by iis coimsel. /one,< Doy, C1,icogu. Illinois nird Jolw R. McCdI, Csq., Ex~it i i i~e  Vice Presiilenr. 
Gemmi Counsel and Corporare Secreinty OJ ilie Cmrpmy, for itic Imw I? i r r  Coiiwty Atlormy, rind for the Undenwilerr by rhrir counsel, Winston & 
Sirawn LLP, Chicago, Illinois. Ir is expected r im !hi. Bond$ will be oirrilnblefvi deliivrty lo DTC in New York. Ncw Yoik on or nboul April 26, 2007. 

The Bonds. when issued. will be registered in the !name 01 Ccde 

JPMorgan Morgan Stanley 
Dated: April 18, 2007 
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delivery of such Bond to the Tender Agent on such Purchase Date; provided that such Bond must 
be delivered to the Tender Agent: (i) at or prior to 12:OO noon (New York City time), in the case 
of Bonds delivered for purchase during a Weekly Rate Period or Flexible Rate Period, (ii) at or 
prior to 190 p.m. (New York City time), in the case of Bonds delivered for purchase during a 
Daily Rate Period or (iii) at or prior to 11:OO a.m. (New York City time), in the case of Bonds 
delivered for purchase during a Semi-Annual Rate Period, Annual Rate Period or Long Term 
Rate Period. If the date of such purchase is not a Business Day, the purchase price will be 
payable on the next succeeding Business Day. 

Any Bond delivered for payment of the purchase price must be accompanied by an 
instrument of transfer thereof in form satisfactory to the Tender Agent executed in blank by the 
registered owner thereof and with all signatures guaranteed. The Tender Agent may refuse to 
accept delivery of any Bond for which an instrument of transfer satisfactory to it has not been 
provided and has no obligation to pay the purchase price of such Bond until a satisfactory 
instrument is delivered. 

If the registered owner of any Bond (or portion thereof) that is subject to purchase 
pursuant to the lndenture fails to deliver such Bond 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 Bond (or portion thereof) nevertheless will be deemed purchased 
on the Purchase Date thereof. Any owner who so fails to deliver such Bond for purchase on (or 
before) the Purchase Date will have no further rights thereunder, except the right to receive the 
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 Bond to the Tender Agent 
properly endorsed for transfer in blank with all signatures guaranteed. 

When a book-entry-only system is in effect, the requirement for physical delivery of the 
Bonds will be deemed satisfied when the ownership rights in the Bonds are transferred by Direct 
Participants on the records of DTC to the participant account of the Tender Agent. 

Redemptions 

Outional Redemption 

(i) Whenever the Interest Rate Mode for the Bonds is the Auction Rate, the Bonds 
will be subject to redemption at the option of the Issuer, upon the written direction of the 
Company, in whole or in part, on the Business Day immediately succeeding any Auction Date 
(as defined in Appendix B attached hereto), at a redemption price of 100% of the principal 
amount thereof, together with accrued interest to the redemption date. 

(ii) Whenever the Interest Rate Mode for the Bonds is the Daily Rate or the Weekly 
Rate, the Bonds will be subject to redemption at the option of the Issuer, upon the written 
direction of the Company, in whole or in part, at a redemption price of 100% of the principal 
amount thereof, plus interest accrued, if any, to the redemption date, on any Business Day. 

(iii) Whenever the Interest Rate Mode for a Bond is the Flexible Rate, such Bond will 
be subject to redemption at the option of the Issuer, upon the written direction of the Company, 



in whole or in part, at a redemption price of 100% of the principal amount thereof on any Interest 
Payment Date for that Bond. 

(iv) Whenever the Interest Rate Mode for the Bonds is the Semi-Annual Rate, the 
Bonds will be subject to redemption at the option of the Issuer, upon the written direction of the 
Company, in whole or in part, at a redemption price of 100% of the principal amount thereof on 
any Interest Payment Date for each Semi-Annual Rate Period. 

(v) Whenever the Interest Rate Mode for the Bonds is the Annual Rate, the Bonds 
will be subject to redemption at the option of the Issuer, upon the written direction of the 
Company, in whole or in part, at a redemption price of 100% of the principal amount thereof on 
the final Interest Payment Date for each Annual Rate Period. 

(vi) Whenever the Interest Rate Mode for the Bonds is the Long Term Rate, the Bonds 
will be subject to redemption at the option of the Issuer, upon the written direction of the 
Company, in whole or in part, (A) on the final Interest Payment Date for the then current Long 
Term Rate Period at a redemption price of 100% of the principal amount thereof and (B) prior to 
the end of the then current Long Term Rate Period at any time during the redemption periods and 
at the redemption prices set forth below, plus in each case interest accrued, if any, to the 
redemption date: 

Original 
Length of Current 
Long Term Rate Commencement of Redemption Price as 
Period (Years) Redemption Period Percentage of Principal 

- ~- 
More than or equal to First Interest Payment 100% 
10 years Date on or after the tenth 

anniversary o f  
commencement of Long 
Term Rate Period 

Less than 10 years Non-callable Non-callable 

Subject to certain conditions, including provision of an opinion of Bond Counsel that achange in 
the redemption provisions of the Bonds will not adversely affect the exclusion from gross 
income of interest on the Bonds for federal income tax purposes, the redemption periods and 
redemption prices may be revised, effective as of the Conversion Date, the date of a change in 
the Long Term Rate Period or a Purchase Date on the final Intcrest Payment Date during a Long 
Term Rate Period, to reflect Prevailing Market Conditions on such date as determined by the 
Remarketing Agents in their judgment. Any such revision of the I-edemption periods and 
redemption prices will not be considered an amendment or a supplement to the Indenture and 
will not require the consent o f  any Bondholder or any other person or entity. 

Extraovdinaw Ootional Redemption in Whole. The Bonds may be redeemed by the 
Issuer in whole at any time 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 to 
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prepay the loan if any of the following events shall have occurred within 180 days preceding the 
giving of written notice by the Company to the Trustee of such election: 

(i) if in the judgment of the Company, unreasonable burdens or excessive 
liabilities have been imposed upon the Company after the issuance of the Bonds with 
respect to the Project or the operation thereof, including without limitation federal, state 
or other ad valorem property, income or other taxes not imposed on the date ofthe Loaii 
Agreement, other than ad valorem taxes levied upon privately owned property used for 
the same general purpose as the Project; 

if the Project or a portion thereof or other property of the Company in 
connection with which the Project is used has been damaged or destroyed to such an 
extent so as, in the judgment of the Company, to render the Project or such other property 
of the Company in connection with which the Project is used unsatisfactoiy to the 
Company for its intended use, and such condition continues for a period of six months; 

(ii) 

(iii) there has occurred condeinnation of all or substantially all of the Project or 
the taking by eminent domain of such use or control of the Project or other property of 
the Company in connection with which the Project is used so as, in the judgment of the 
Company, to render the Project or such other property of the Company unsatisfactory to 
the Company for its intended use; 

(iv) in the event changes, which the Company cannot reasonably control, in 
the economic availability of materials, supplies, labor, equipment or other properties or 
things necessary for the efficient operation of the Generating Station have occurred, 
which, in the judgmeiit of the Company, render the continued operation of such 
Generating Station or any generating unit at such station uneconomical; or changes in 
circumstances after the issuarice of the Bonds, including but not limited to changes in 
solid waste abatement, control and disposal requirements, have occurred such that the 
Company determines that use ofthe Project is no longer required or desirable; 

(v) the Loan Agreement has become void or unenforceable or impossible of 
perfonnance by reason of any changes in the Constitution of the Commonwealth of 
Kentucky or the Constitution of the United States of America or by reason of legislative 
or administrative action (whether state of federal) or any final decree, judgment or order 
of any court or administrative body, whether state or federal; or 

(vi) a final order or decree of any court or administrative body after the 
issuance ofthe Bonds requires the Company to cease a substantial part of its operation at 
the Generating Station to such extent that the Company will be prevented from carrying 
on its normal operations at such Generating Station for a period of six months. 

Extraordinary ODtional Redemption in Whole or in Part. The 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 option of the Company in an amount not to exceed the net proceeds 
received from insurance or any condemnation award received by the Issuer or the Company in 
the event of damage, destruction or condemnation o'f all or a portion of the Project, subject to 



receipt of an opinion of Bond Counsel that such redemption will not adversely affect the 
exclusion of interest on any of the Bonds from gross income for federal income tax purposes. 
See “Summary of the Loan Agreement - Maintenance; Damage, Destiuction and 
Condemnation.” Such redemption may occur at any time, provided that if such event occurs 
while the interest Rate Mode for the Bonds is the Flexible Rate or Semi-Annual Rate, such 
redemption must occur on a date on which the Bonds are otheiwise subject to optional 
redemption as described above. 

Mandatory Redemotion; Determination of Taxabilitv. The Bonds are required to be 
redeemed by the Issuer, in whole, or in such part as described below, at a redeniption price equal 
to 100% of the principal amount thereof, without redemption premium, plus accrued interest, if 
any, to the redemption date, within 180 days following a “Determination of Taxability.” As used 
herein, a “Determination of Taxability” means the receipt by the Trustee of written notice from a 
current or former registered owner of a Bond or from the Company or the Issuer of (i) the 
issuance o f a  published or private ruling or a technical advice memorandum by the Internal 
Revenue Service in which the Company participated or has been given the oppomtnity to 
participate, and which ruling or memorandum the Company, in its discretion, does not contest or 
from which no further right of administrative or judicial review or appeal exists, or (ii) a final 
determination from which no further right of appeal exists of any court of competent jurisdiction 
in  the United States in a proceeding in which the Company has participated or has been a party, 
or has been given the opportunity to participate or be a party, in each case, to the effect that as a 
result of a failure by the Company to perfonn or observe any covenant or agreement or the 
inaccuracy of any representation contained in the Loan Agreement or any other agreement or 
certificate delivered in connection with the Bonds, the interest on the Bonds is included in the 
gross income of the owners thereof for federal income tax purposes, other than with respect to a 
person who is a “substantial user” or a “related person” of a substantial user within the meaning 
of the Section 147 of Internal Revenue Code of 1986, as amended (the “Code”); provided, 
however, that no such Determination of Taxability shall be considered to exist as a result ofthe 
Trustee receiving notice from a current or fornier registered owner of a Bond or from the Issuer 
unless (i) the Issuer or the registered owner or former registered owner of the Bond involved in 
such proceeding or action (A) gives the Company and the Trustee prompt notice of the 
commencement thereof, and (B) (if the Company agrees to pay all expenses in connection 
therewith) offers the Company the opportunity to control unconditionally the defense thereof, 
and (ii) either (A) the Company does not agree within 30 days of receipt of such offer to pay 
such expenses and liabilities and to control such defense, or (B) the Company shall exhaust or 
choose not to exhaust all available proceedings for the contest, review, appeal or rehearing of 
such decree, judgment or action which the Company determines to be appropriate. No 
Determination of Taxability described above will result from the inclusion of interest on any 
Bond in the computation of minimum or indirect taxes. All of the Bonds are required to be 
redeemed upon a Determination ofTaxability as described above unless, in the opinion of Bond 
Counsel, redemption o f a  portion of such Bonds would have the result that interest payable on 
the remaining Bonds outstanding after the redemption would not be so included in any such 
gross income. 

In the event any of the Issuer, the Company or the Trustee has been put on notice or 
becomes aware of the existence or pendency of any inquiry, audit or other proceedings relating 
to the Bonds being conducted by the Internal Revenue Service, the party so put on notice is 
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required to give immediate written notice to the other parties of such matters. Promptly upon 
learning of the occurrence of a Determination of Taxability (whether or not the same is being 
contested), or any of the events described above, the Company i s  required to give notice thereof 
to the Trustee and the Issuer. 

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

General Redemation Terms. Notice of redemption will be given by mailing a redemption 
notice conforming to the provisions and requirements of the Indenture by first class mail to the 
registered owners of the Bonds to be redeemed not less than 30 days (15 days if the Interest Rate 
Mode for the Bonds i s  the Auction Rate, Flexible Rate, Daily Rate or Weekly Rate) but not more 
than 45 days prior to the redemption date. 

Any notice mailed as provided in the Indenture will be conclusively presumed to have 
been given, irrespective of whether the owner receives the notice. Failure to give any such notice 
by mailing or any defect therein in respect of any Bond will not affect the validity of any 
proceedings for the redemption of any other Bond. No further interest will accrue on the 
principal of any Bond called for redemption after the redemption date if funds sufficient for such 
redemption have been deposited with the Paying Agent as of the redemption date. If the 
provisions for discharging the Indenture set forth below under the caption, “Summary of the 
Indenture - Discharge of Indenture” have not been complied with, any redemption notice will 
state that it is conditional on there being sufficient moneys to pay the full redemption price for 
the Bonds to be redeemed. So long as the Bonds are held in book-entryonly form, all 
redemption notices will be sent only to Cede & Co. 

Book-Entry-Only System 

Portions of the following information concerning DTC and DTC ‘s Dook-entryonly 
system have been obtained from DTC. The Issuer, the Company and the Underwriters make no 
representation as to the accuracy of such information. 

Initially, DTC will act as securities depository for the Bonds and the Bonds initially will 
be issued solely in book-entiy-only form to be held under DTC’s book-entry-only system, 
registered in the name of Cede & Co. (DTC’s partnership nominee). One fully registered bond 
in the aggregate principal amount of the Bonds will he deposited with DTC. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

January 3 1,2008 

(1) Amount and kinds of stock authorized. 

75,000,000 shares of Common Stock, without par value. 

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

21,294,223 shares of Common Stock, without par value, recorded at 
$425,170,424. 
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(3) Terms of preference of preferred stock whether cumulative or participating, or on 
dividends or assets or otherwise. 

On January 31, 2007, the Kentucky Commission issued an Order approving LG&E’s 
application for certain financial transactions, including arrangements which provide a 
source of funds for the redemption of LG&E’s preferred stock. In March 2007, a 
committee of LG&E’s board authorized the redemption of the preferred stock, effective 
in April 2007, pursuant to existing redemption provisions applicable to such series. In 
April 2007, LG&E redeemed all of its outstanding shares of its series of preferred stock 
at the following redemption prices, respectively, plus an amount equal to accrued and 
unpaid dividends to the redemption date: 

860,287 shares of 5% cumulative preferred stock (par value $25 per share) at $28 per 
share; 
200,000 shares of $5.875 cumulative preferred stock (without par value) at $100 per 
share; and 
500,000 shares of auction rate, series A, cumulative preferred stock (Without par value) at 
$100 per share. 

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. 

None 

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. 

e 

e 

(4) 
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Interest 
Expense 

Year Ended 
January 31.2008 Date of Issue Date of Maturity 

Pollution Control Bonds 

Sept. 17, 1992 
Sept. 17, 1992 
Aug. 15, 1993 
May 19,2000 
Aug. 9,2000 
Sept. 11,2001 
Mar. 6,2002 
Mar. 6,2002 
Mar. 22,2002 
Mar. 22,2002 
Oct. 23,2002 

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 

Nov. 20,2003 Oct. 1,2033 
ADr. 13.2005 Feb. 1.2035 
Abr. 26; 2007 lun. 1,'2033 
Apr. 26,2007 Jun. 1,2033 
Apr. 26,2007 Jun. 1,2033 

Interest Rate Swam 

Rate of - 

Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
4.6% 

Princival Amount 
Outstanding at 

Authorized Januarv 31.2008 

$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 
4 1,665,000 

128,000,000 
40,000,000 
3 1,000,000 
35,200,000 
60,000,000 

$ 0 
0 
0 

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 l,OOO,OOO 
35,200,000 
60,000,000 

$253,088 
4 8 4,6 5 2 
284,064 
939,583 

3,457,065 
407,368 
816,541 
997,994 

1,273;940 
1,27 1,352 
1,658,944 
4,811,787 
1,458,683 

895,833 
1,018,326 
2,108,333 

1,688,935 
$23,826,488 

(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. 

Date of 

Fidelia Corp. 4130103 
Fidelia Corp. 8/15/03 
Fidelia Cop. 1/15/04 
Fidelia C o p  4/13/07 
Fidelia Corp. 4/13/07 
Fidelia COT. 11/26/07 

& - Issue 

Intercomnanv Notes Payable 
Date of Rate of 
&&Q&y 
4130113 4.55% 
811 51 13 5.31% 
1/16/12 4.33% 
4/13/37 5.98% 
411313 1 5.93% 
11/26/22 5.72% 

Interest 
Expense 

Year Ended 
Amount Januw 3 1.2008 
100,000,000 $4,550,000 
100,000,000 5,310,000 
25,000,000 1,082,500 
70,000,000 3,348,800 
68,000,000 3,225,920 
47,000,000 485,405 

$18,002,625 
_I __I 

(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. 

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

(8) 

2003 - 
2004 57,000,000 
2005 39,000,000 
2006 95,000,000 
2007 65,000,000 
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As of May 1998, the 21,294,223 shares are all owned by E.ON US. LLC (formerly, 
LG&E Energy LLC) and all dividends declared by LG&E’s Board of Directors are paid 
to E.ON U.S. LLC. 

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

For each of the quarters in the previous five fiscal years, 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. The annual amount of dividends for 
each of the previous five fiscal years was $1,075,366. All shares were redeemed on April 
16,2007. 

Dividends on $5.875 Cumulative Preferred Stock. without par value 

For each of the quarters in the previous five fiscal years, the Company declared and paid 
dividends of $1.46875 per share on the $5.875 series preferred stock outstanding. The 
preferred stock has a sinking fund requirement sufficient to retire a minimum of 12,500 
shares on July 15 of each year commencing with July 15,2003, and the remaining 
187,500 shares on July 15,2008 at $100 per share. The Company redeemed 12,500 
shares in accordance with these provisions annually on July 15,2003 through July 15, 
2006. The 200,000 remaining shares were redeemed April 16,2007. 

Annual dividends for the previous five fiscal years were: 

2003 1,432,034 
2004 1,358,594 
2005 1,285,156 
2006 1,211,719 
2007 345,972 
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Dividends on Auction Rate Cumulative Preferred Stock, without par value 

Month Declared Payment Date Rate Per Share 

______I_ 

March 2003 4/15/2003 0.60000 $300.000 
June 2003 
September 2003 
December 2003 

7/15/2003 0.53750 
lO/l5/2003 0.34750 

268;750 
173.750 

1/15/2004 0.33000 165:000 
$907,500 

March 2004 4/15/2004 0.37500 $187,500 
June 2004 711 512004 0.43750 2 18,750 
September 2004 1 Oil 512004 0.48750 243,750 
December 2004 1/18/2005 0.62500 312,500 

$962,500 

$375,000 
487.500 

March 2005 4/15/2005 0.75000 
June 2005 7/15/2005 0.97500 
September 2005 1 Oil 712005 0.97500 487,500 
December 2005 1/17/2006 I .  10000 550,000 

$1,900,000 

March 2006 4/15/2006 1.20000 $600,000 
June 2006 7/15/2006 1.33750 668,750 
September 2006 10/15/2006 1.44750 723,750 
December 2006 1/15/2007 1.27500 637,500 

2,630,000 

March 2007 4/13/2007 1.25000 $625,000 
e %a* 

Dividend is based on 500,000 shares for all periods. All shares were redeemed on April 
16,2007. 

Detailed Income Statement, Balance Sheet and Statement of Retained Earnings 

Monthly Financial and Operating Reports are filed each month with the Kentucky Public 
Service Commission. Our most recent mailing covered financial statements for periods 
through February 29,2008. Attached are detailed Statements of Income, Balance Sheets 
and Retained Earnings for the Company for the period ending January 3 1,2008. 

(9) 
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LOUISVILLE GAS & ELECTRIC COMPANY 

In April 2007, LG&E completed a series of financial transactions impacting its periodic 
reporting requirements. The $31 million Pollution Control Series S, the $60 million 
Pollution Control Series T and the $35 million Pollution Control Series U bonds were 
refinanced and replaced with new unsecured tax-exempt bonds of like amounts. Pursuant 
to the terms of the bonds, an underlying lien on substantially all of LG&E’s assets was 
released following the completion of these steps. LG&E no longer has any secured debt 
and, having deregistered applicable securities with the SEC effective, is no longer subject 
to periodic reporting under the Securities Exchange Act of 1934. The Annual Report, the 
FERC Form 1, and subsequent monthly reports of LG&E have been previously filed with 
the Kentucky Commission. 


















